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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Central Indiana Military Academy, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Central Indiana Military 
Academy, Inc. d/b/a Anderson Preparatory Academy, which comprise the statements of 
financial position as of June 30, 2014 and 2013, and the related statements of activities and cash 
flows for the years then ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Central Indiana Military Academy, Inc. as of June 30, 2014 
and 2013, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The accompanying schedule of expenditures of federal awards, as required by 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and 
Non-Profit Organizations, is presented for purposes of additional analysis and is not a 
required part of the financial statements.  Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the financial statements.  The information has been subjected to 
the auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the information is fairly 
stated, in all material respects, in relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
November 20, 2014, on our consideration of Central Indiana Military Academy, Inc.’s 
internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters.  The 
purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance.  That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering 
Central Indiana Military Academy, Inc.’s internal control over financial reporting and 
compliance. 

             
Indianapolis, IN 
November 20, 2014 

 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
34



Assets 2014 2013

Current assets:
Cash 790,380$       943,065         
Grants receivable 39,758           37,491           
Prepaid expenses 70,556           61,564           

Total current assets 900,694         1,042,120      

Property and equipment:
Land  320,000         320,000         
Buildings and improvements 2,635,346      2,588,095      
Furniture and equipment 1,256,740      1,184,671      
Textbooks 137,197         134,325         
Vehicles 41,750           26,950           
Less: accumulated depreciation (1,504,480)     (1,135,337)     

Property and equipment, net 2,886,553      3,118,704      

 3,787,247$    4,160,824      

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 478,393$       471,886         
Current portion of long-term debt 101,474         95,705           
Current portion of capital lease obligations 139,790         152,589         

Total current liabilities 719,657         720,180         

Long-term debt 1,768,392      1,874,142      
Capital lease obligations 170,113         299,780         

Total liabilities 2,658,162      2,894,102      

Net assets:
Unrestricted 1,055,994      1,207,809      
Temporarily restricted 73,091           58,913           

 1,129,085      1,266,722      

3,787,247$    4,160,824      

June 30

CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a

ANDERSON PREPARATORY ACADEMY

Statements of Financial Position
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Temporarily Temporarily
Revenue and Support Unrestricted Restricted Total Unrestricted Restricted Total

State education support 5,840,311$  -                  5,840,311    5,905,970$  -                  5,905,970    
Grant revenue 592,120       -                  592,120       771,462       -                  771,462       
Student fees 127,851       78,667         206,518       143,657       68,376         212,033       
Contributions 20,330         6,165           26,495         20,853         -                  20,853         
Fundraising and other income 154,155       91,293         245,448       275,741       -                  275,741       
Net assets released from restrictions 161,947       (161,947)     -                  9,463           (9,463)         -                  

Total revenue and support 6,896,714    14,178         6,910,892    7,127,146    58,913         7,186,059    

Expenses

Program services 5,808,547    -                  5,808,547    5,584,685    -                  5,584,685    
Management and general 1,239,982    -                  1,239,982    1,167,890    -                  1,167,890    

Total expenses 7,048,529    -                  7,048,529    6,752,575    -                  6,752,575    

Change in net assets before non-operating revenue (151,815)     14,178         (137,637)     374,571       58,913         433,484       

Non-Operating Revenue

Gain due to changes in legislative funding -                  -                  -                  197,144       -                  197,144       

Increase (decrease) in net assets (151,815)     14,178         (137,637)     571,715       58,913         630,628       

Net assets, beginning of year 1,207,809    58,913         1,266,722    636,094       -                  636,094       

Net assets, end of year 1,055,994$  73,091         1,129,085    1,207,809$  58,913         1,266,722    

Year Ended June 30, 2014 Year Ended June 30, 2013

CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a

ANDERSON PREPARATORY ACADEMY

Statements of Activities
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Operating Activities 2014 2013

Change in net assets (137,637)$      630,628         
Adjustments to reconcile change in net assets

to net cash flows from operating activities:
Depreciation 369,142         405,339         
Gain due to changes in legislative funding -                     (197,144)       
Change in:

Grants receivable (2,267)            (36,715)         
Prepaid expenses (8,992)            (8,896)           
Accounts payable and accrued expenses 6,507             159,671         

Net cash provided by operating activities 226,753         952,883         

Investing Activities

Purchases of property and equipment (122,192) (240,319)
Net cash used by investing activities (122,192)        (240,319)       

Financing Activities

Net repayments on line of credit -                     (72,261)         
Principal reduction of capital lease obligations (157,265)        (145,756)       
Principal repayment of long-term debt (99,981)          (93,794)         

Net cash used by financing activities (257,246)        (311,811)       
  
Net increase (decrease) in cash (152,685)        400,753         

Cash, beginning of year 943,065         542,312         

Cash, end of year 790,380$       943,065         

Supplemental disclosures:
  Equipment obtained under capital leases 14,800$         158,448         
  Cash payments for interest expense 150,928         165,820         

Year Ended June 30

CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a

ANDERSON PREPARATORY ACADEMY

Statements of Cash Flows
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Central Indiana Military Academy, Inc. d/b/a Anderson Preparatory Academy (the 

"School") is a public benefit not-for-profit organization incorporated under the laws of 
the State of Indiana.  The School operates a public charter school established under 
Indiana Code 20-24 and sponsored by Ball State University.  

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which the educational services are rendered.   

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amounts of costs 
and expenses at the time they are incurred. 

 
 Grants Receivable 
 
 Grants receivable relate primarily to activities funded under federal grants.  The School 

believes that it is operating in compliance with regulatory requirements and as such no 
allowance for doubtful accounts is deemed necessary.  
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 
(1) Summary of Significant Accounting Policies, Continued 
 
 Financial Statement Presentation 
 
 The School reports its financial position and activities according to two classes of assets 

as follows: 
 

 Unrestricted net assets, which represent net assets that the Board of Directors has 
discretionary control to use in carrying on the activities of the School in 
accordance with its articles of incorporation and by-laws. 

 
 Temporarily restricted net assets, which represent net assets restricted by the donor, 

grantor, or other outside party for a specific purpose or until the passage of time. 
 
 Contributions and Fees 
 
 The School receives resources from participation fees and fundraising events that support 

certain school activities.  These receipts are reported as restricted support in that they 
are received with stipulations that limit their use.  When a donor restriction expires, that 
is, when the purpose restriction is accomplished, temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statement of activities as net 
assets released from restrictions.   
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Taxes on Income 
 
 Central Indiana Military Academy, Inc. has received a determination from the U.S. 

Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) 
of the Internal Revenue Code as a tax-exempt organization; however, the School would 
be subject to tax on income unrelated to its tax-exempt purpose.  For the years ended 
June 30, 2014 and 2013, no accounting for federal and state income taxes was required 
to be included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012, and 2011 
are open to audit for both federal and state purposes. 

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Buildings and improvements ......................  10 to 40 years 
    Furniture and equipment ............................  3 years  
    Textbooks ...................................................  4 years 
    Vehicles ......................................................  5 years 
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Subsequent Events 
 
  The School evaluated subsequent events through November 20, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July 
to December 2013 was eliminated. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 
(2) Legislative Funding Changes, Continued 
 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans ................................   $2,861,915 
   Repayment of accrued interest on Common School Fund loans .      289,892 
       3,151,807 
   Elimination of School funding ....................................................   (2,954,663 ) 
        $   197,144    
 
 
(3) Revolving Line of Credit 
 
  The School has a $100,000 revolving line of credit to provide short-term financing, which 

is secured by all business assets.  Bank advances on the credit line carry an interest rate 
of .75% above the prime rate.  There were no advances outstanding on the line of credit 
as of June 30, 2014 and 2013. 
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 

(4) Long-Term Debt 
 
 Long-term debt at June 30, 2014 and 2013 was comprised of: 
 
                                                                                           2014                 2013 

   Mortgage loan payable to Main Source Bank, 
payable in monthly installments of $4,370 
including interest at 5.5% per annum (adjustable 
every five years) through July 2026, secured by 
first and second mortgages on School facilities 
and all business assets ................................................  $  460,110   486,137        

   Mortgage loan payable to Main Source Bank, 
payable in monthly installments of $3,632 
including interest at 5.75% per annum 
(adjustable every five years) through March 
2029, secured by a first mortgage on School 
facilities......................................................................  403,483  419,219 

 
   Mortgage loan payable to IFF, payable in monthly 

installments of $8,017 including interest at 6% 
per annum (adjustable every five years) through 
December 2025, secured by a first mortgage on 
School facilities and all property contained 
therein ........................................................................  797,753  844,553 

 
   Mortgage loan payable to IFF, payable in monthly 

installments of $2,025 including interest at 6% 
per annum (adjustable every five years) through 
July 2026, secured by a second mortgage on 
School facilities and all property contained 
therein ........................................................................     208,520     219,938 

         1,869,866  1,969,847 
   Less: current maturities   (101,474)     (95,705) 
 
         $1,768,392  1,874,142   
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 

(4) Long-Term Debt, Continued 
 
 Principal maturities of long-term debt are as follows: 
 
  Year Ended June 30: 
    2015 ....................................................................  $   101,474    
    2016 ....................................................................  112,059    

 2017 ....................................................................  119,047    
 2018 ....................................................................  126,395 

    2019 ....................................................................  134,199 
    Thereafter ...........................................................  1,276,692    
 
      $1,869,866 
 
 
(5) Leases 
 
  The School leases various items of equipment under capital leases.  At June 30, 2014, the 

cost and accumulated depreciation relating to these assets were $765,680 and $673,123, 
respectively ($750,880 and $475,305 at June 30, 2013). 

 
  Following is a schedule of future minimum lease payments under capital leases and the 

present value of the net minimum lease payments as of June 30, 2014: 
 
    Year Ended June 30: 
     2015 ......................................................................  $156,348 
     2016 ......................................................................  155,319    

 2017 ......................................................................  19,604    
 2018 ......................................................................      3,226      

                                                                                       334,497 
    Less:  amount representing interest .........................   (24,594)  
 
                                                                                             $309,903 
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 
(5) Leases, Continued 
 
 The School also leases various items of equipment under operating leases.  Total expense 

under these operating leases for 2014 and 2013 was $50,558 and $80,868, respectively.  
Minimum future rental payments as of June 30, 2014 for all operating leases with 
initial, noncancellable lease terms in excess of one year are as follows: 

 
    Year ending June 30: 
     2015 ......................................................................  $6,454 
     2016 ......................................................................  2,433  
     2017  .....................................................................  949 
 
 
 (6) Retirement Plans 
 
 Retirement benefits for teaching personnel are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”), which is a cost-sharing multiple-employer defined benefit 
retirement plan governed by the State of Indiana and administered by the Indiana Public 
Retirement System (“INPRS”) Board.  Contribution requirements of plan members are 
established by the INPRS Board.  For the years ended June 30, 2014 and 2013, the 
School contributed 7.5% of compensation for all participating personnel to TRF.  All 
other employees are eligible to participate in a 403(b) plan offered through the Indiana 
Public Charter School Association.  Under this plan, the School contributes 6% of 
compensation as defined.  Additional contributions may be made to the plan at the 
discretion of the board of directors.  No discretionary contributions were made in 2014 
or 2013.  These plans cover substantially all full-time employees.  Retirement plan 
expense was $225,357 and $188,009 for the years ended June 30, 2014 and 2013, 
respectively. 
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CENTRAL INDIANA MILITARY ACADEMY, INC. 

d/b/a 
ANDERSON PREPARATORY ACADEMY 

 
Notes to Financial Statements 

 
 
(7) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support.  Payments under this charter 
agreement were $119,388 and $81,136 for the years ended June 30, 2014 and 2013, 
respectively.  The charter remains in effect until June 30, 2016, and is renewable 
thereafter by mutual consent. 

 
 The School executed a service contract for network and technology services.  Under this 

contract, the School has committed to make annual payments of $75,768 through April 
1, 2015 with the option to purchase additional services for which the School is billed as 
services are provided.  The School has the option to terminate the agreement with 30 
days notice.  Payments under this agreement were $79,399 and $74,210 for the years 
ended June 30, 2014 and 2013, respectively.   

 
 
(8) Risks and Uncertainties 
 
 The School provides education instruction services to families residing in Madison and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014, 
substantially all of the receivable balance was due from the State of Indiana.  In 
addition, deposits maintained at MainSource Bank and Old National Bank and are 
insured up to the FDIC insurance limit. 
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CENTRAL INDIANA MILITARY ACADEMY, INC. 

d/b/a 
ANDERSON PREPARATORY ACADEMY 

 
Notes to Financial Statements 

 
 
(9) Accounting Correction 
 
 In 2014, it was determined that certain participant fees and revenue from fundraising 

events contained the characteristics of temporarily restricted net assets.  These resources 
were provided with the intent that they be used for the specific school activity 
designated by the donor.  This correction in accounting has been made by restating the 
financial statements for 2013 to reflect the classification of such assets as temporarily 
restricted.  The correction had no effect on total net assets or the change in total net 
assets for 2013. 

 
  
(10) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and/or service for the years ended June 30, 2014 and 2013: 

 
                                                       2014                                                
                                                Program            Management                            
                                                                             Services               and General 
 
 Salaries and wages ...................................  $ 3,151,503 628,086  
 Employee benefits ...................................  824,819 150,538 
 Professional services ...............................  243,284 127,276 
 Staff development ....................................         15,381             7,022 
 Authorizer oversight fee ..........................  - 119,388 
 Transportation .........................................  2,406 - 
 Property rental and maintenance .............  315,489 - 
 Classroom, kitchen and office supplies ...  317,404 22,907 
 Occupancy ...............................................  422,407 - 
 Depreciation ............................................  369,142 - 
 Interest .....................................................  115,864              35,064 
 Insurance .................................................  - 102,399 
 Other ........................................................      30,848     47,302  
  
      $ 5,808,547   1,239,982   
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 

(10) Functional Expense Reporting, Continued 
 
                                                       2013                                                
                                                Program            Management                            
                                                                             Services               and General 
 
 Salaries and wages ...................................  $ 3,028,317 528,973  
 Employee benefits ...................................  721,904 117,322 
 Professional services ...............................  293,965 108,301 
 Staff development ....................................         16,295             9,730 
 Authorizer oversight fee ..........................  - 81,136 
 Transportation .........................................  391 - 
 Property rental and maintenance .............  282,435 - 
 Classroom, kitchen and office supplies ...  320,190 38,162 
 Occupancy ...............................................  385,879 - 
 Depreciation ............................................  405,339 - 
 Interest .....................................................  122,733              157,564 
 Insurance .................................................  - 88,110 
 Other ........................................................        7,237     38,592  
  
      $ 5,584,685   1,167,890   
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Pass-Through Total
Federal Entity Federal

Federal Grantor Agency/Pass-Through Entity/ CFDA Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended

U.S. DEPARTMENT OF AGRICULTURE
Pass-Through Indiana Department of Education

Child Nutrition Cluster
National School Lunch Program 10.555 75,926$       

U.S. DEPARTMENT OF EDUCATION
Pass-through Indiana Department of Education

Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 13-9790 26,653         

14-9790 281,061       

Special Education Cluster
Special Education - Grants to States 84.027 14213-521-PN01 66,049         

14214-521-PN01 56,691         

Improving Teacher Quality State Grants 84.367 9,484           

Total for federal grantor agency 439,938       

Total federal awards expended 515,864$     

Year Ended June 30, 2014

CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a

ANDERSON PREPARATORY ACADEMY

Schedule of Expenditures of Federal Awards
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Notes to the Schedule of Expenditures of Federal Awards 
 

Year Ended June 30, 2014  
 
 

(1) Basis of Presentation 
 
 The accompanying schedule of expenditures of federal awards (the “Schedule”) includes 

the federal grant activity of Central Indiana Military Academy, Inc. d/b/a Anderson 
Preparatory Academy (“the School”) under programs of the federal government for the 
year ended June 30, 2014.  The information in this schedule is presented in accordance 
with the requirements of the Office of Management and Budget (OMB) Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations.  Because the 
Schedule presents only a selected portion of the operations of the School, it is not 
intended to and does not present the financial position, changes in net assets or cash 
flows of the School. 

 
 
(2) Summary of Significant Accounting Policies 
 
 Expenditures reported on the Schedule are reported on the accrual basis of accounting.  

Such expenditures are recognized following the cost principles contained in OMB 
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. 
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INDEPENDENT AUDITOR’S 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 

 
 

The Board of Directors 
Central Indiana Military Academy, Inc. 
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Central Indiana Military Academy, Inc. d/b/a Anderson Preparatory 
Academy (the “School”), which comprise the statements of financial position as of June 30, 
2014, and the related statements of activities and cash flows for the year then ended, and the 
related notes to the financial statements, and have issued our report thereon dated November 20, 
2014. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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 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 corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from 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 tests disclosed no 
instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the School’s 
internal control and compliance. Accordingly, this communication is not suitable for any 
other purpose. 

 
Indianapolis, IN 
November 20, 2014 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 

PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB 
CIRCULAR A-133 

 
 

The Board of Directors 
Central Indiana Military Academy, Inc. 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Central Indiana Military Academy, Inc. d/b/a Anderson Preparatory 
Academy’s (the “School”) compliance with the types of compliance requirements described in 
the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on 
each of the School’s major federal programs for the year ended June 30, 2014.  The School’s 
major federal programs are identified in the summary of auditor’s results section of the 
accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred. An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination of the 
School’s compliance. 
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Opinion on Each Major Federal Program 
 
In our opinion, Central Indiana Military Academy, Inc. complied, in all material respects, 
with the types of compliance requirements referred to above that could have a direct and 
material effect on each of its major federal programs for the year ended June 30, 2014. 
 
Report on Internal Control Over Compliance 
 
Management of Central Indiana Military Academy, Inc. is responsible for establishing and 
maintaining effective internal control over compliance with the types of compliance 
requirements referred to above. In planning and performing our audit of compliance, we 
considered the School’s internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an 
opinion on compliance for each major federal program and to test and report on internal 
control over compliance in accordance with OMB Circular A-133, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, 
we do not express an opinion on the effectiveness of the School’s internal control over 
compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a 
type of compliance requirement of a federal program on a timely basis. A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal 
control over compliance is a deficiency, or a combination of deficiencies, in internal control 
over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal control over compliance, yet important enough to 
merit attention by those charged with governance. 
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Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control over compliance that might be material weaknesses or significant 
deficiencies. We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other 
purpose. 

 
Indianapolis, IN 
November 20, 2014 
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results 
 
 
Financial Statements 
 
Type of auditor’s report issued: Unmodified          
 
Internal control over financial reporting: 
 
 Material weaknesses: None Reported 
     
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
 
Noncompliance noted which is material  
 to financial statements: No 
    
Federal Awards 
 
Internal control over major programs: 
 
 Material weaknesses: None Reported 
    
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
    
Type of auditor’s report issued on compliance 
 for major program: Unmodified 
 
Audit findings disclosed that are required 
 to be reported in accordance with section 
 510(a) of Circular A-133: No 
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results, Continued 
 
 
Identification of major programs: 
 
   CFDA Number                                            Name of Federal Program or Cluster 
 
       Title I, Part A Cluster 
  84.010       Grants to Local Educational Agencies 
  

 
Dollar threshold used to distinguish 
 between Type A and Type B programs:     $300,000 
 
Auditee qualified as low-risk auditee: Yes 
 
 

II.  Financial Statement Findings 
 
No matters were reportable. 
 
 

III.  Federal Award Findings and Questioned Costs 
 
No matters were reportable. 
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CENTRAL INDIANA MILITARY ACADEMY, INC. 
d/b/a 

ANDERSON PREPARATORY ACADEMY 
 

Other Reports 
 

Year Ended June 30, 2014  
 
 

The reports presented herein were prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Central Indiana Military Academy, Inc. 
d/b/a Anderson Preparatory Academy 

 
The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
The Bloomington Project School, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of The Bloomington Project School, Inc., 
which comprise of statements of financial position as June 30, 2014 and 2013 and the related 
statements of activities and cash flows for the years then ended, and the related notes to the 
financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control.  
Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of The Bloomington Project School, Inc. as of June 30, 2014 and 2013 
and the changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 

         
Indianapolis, IN 
June 18, 2015 
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Assets 2014 2013

Current assets:
Cash 183,954$        194,699          
Grants receivable 10,422            12,929            
Prepaid expenses 7,344              27,467            

Total current assets 201,720          235,095          

Security deposit 10,000            10,000            
Property and equipment:

Leasehold improvements 2,222,431       2,222,431       
Furniture and equipment 478,591          478,591          
Textbooks 77,316            77,316            
Less: accumulated depreciation (818,167)         (640,723)         

Property and equipment, net 1,960,171       2,137,615       

 2,171,891$     2,382,710       

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 194,047$        129,382          
Current portion of long-term debt 102,245          96,153            
Refundable advances 2,399              4,624              

Total current liabilities 298,691          230,159          

Deferred rent payable 50,625            60,750            
Long-term debt 1,767,148       1,868,467       

Total liabilities 2,116,464       2,159,376       

Net assets (deficiency):
Unrestricted (5,498)             100,672          
Temporarily restricted 60,925            122,662          

Total net assets 55,427            223,334          

 2,171,891$     2,382,710       

June 30

THE BLOOMINGTON PROJECT SCHOOL, INC.

Statements of Financial Position
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Temporarily Temporarily
Revenue and Support Unrestricted Restricted Total Unrestricted Restricted Total

State education support 1,646,684$  -                1,646,684  1,602,295$  -                1,602,295  
Grant revenue 214,225       -                214,225     387,109       -                387,109     
Student fees 40,843         -                40,843       63,291         -                63,291       
Contributions 191,159       -                191,159     105,867       200,268    306,135     
Fundraising 40,209         -                40,209       48,675         -                48,675       
Other income 55,743         -                55,743       24,401         -                24,401       
Net assets released from restriction 61,737         (61,737)     -                89,606         (89,606)     -                

Total revenue and support 2,250,600    (61,737)     2,188,863  2,321,244    110,662    2,431,906  

Expenses

Program services 1,788,165    -                1,788,165  1,804,119    -                1,804,119  
Management and general 568,605       -                568,605     592,182       -                592,182     

Total expenses 2,356,770    -                2,356,770  2,396,301    -                2,396,301  

Change in net assets from operations (106,170)     (61,737)     (167,907)   (75,057)       110,662    35,605       

Non-Operating Activity
Gain due to changes in legislative

funding -                  -                -                35,013         -                35,013       

Change in net assets (106,170)     (61,737)     (167,907)   (40,044)       110,662    70,618       
Net assets, beginning of year 100,672       122,662    223,334     140,716       12,000      152,716     

Net assets, end of year (5,498)$       60,925      55,427       100,672$     122,662    223,334     

Year Ended June 30, 2014 Year Ended June 30, 2013

THE BLOOMINGTON PROJECT SCHOOL, INC.
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Operating Activities 2014 2013

Change in net assets (167,907)$    70,618         
Adjustments to reconcile change in net assets

to net cash from operating activities:
Depreciation 177,443       243,959       
Gain due to changes in legislative funding -                   (35,013)        
Change in:

Grants receivable 2,507           (4,565)          
Prepaid expenses 20,123         (2,362)          
Accounts payable and accrued expenses 54,541         12,251         
Refundable advances (2,225)          (393)             

Net cash provided by operating activities 84,482         284,495       

Investing Activities

Purchases of property and equipment -                   (34,358)        
Net cash used by investing activities -                   (34,358)        

Financing Activities

Principal repayments of long-term debt (95,227)        (91,670)        
Repayments of short-term financing -                   (4,000)          

Net cash used by financing activities (95,227)        (95,670)        
  
Net increase (decrease) in cash (10,745)        154,467       

Cash, beginning of year 194,699       40,232         

Cash, end of year 183,954$     194,699       

Supplementary information:
Cash payments for interest expense 118,779$     116,118       

Year Ended June 30

THE BLOOMINGTON PROJECT SCHOOL, INC.

Statements of Cash Flows
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THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 The Bloomington Project School, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and sponsored by Ball State 
University.  

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding 
received by other public schools in the same geographic area.  Funding from the State of 
Indiana is based on enrollment, and paid in monthly installments in July through June 
coinciding with the academic school year.  Revenue is recognized in the year in which 
educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Grants Receivable 
 
 Grants receivable relate primarily to activities funded under federal programs and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful accounts 
is deemed necessary.  
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THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
  Contributions Received 
 
  Contributions received and unconditional promises to give are measured at their fair values 

and are reported as an increase in net assets.  The School reports gifts of cash and other 
assets as restricted support if they are received with donor stipulations that limit the use 
of the donated assets, or if they are designated as support for future periods.  When a 
donor restriction expires, that is, when a stipulated time restriction ends or purpose 
restriction is accomplished, temporarily restricted net assets are reclassified to 
unrestricted net assets and reported in the statements of activities as net assets released 
from restriction.   

 
 Taxes on Income 
 
 The Bloomington Project School, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the years ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  Tax years ending after 2011 are open to audit 
for both federal and state purposes. 
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THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$500 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
   Leasehold improvements ......................  30 years 
   Furniture and equipment ......................  3 to 5 years  
   Textbooks .............................................  4 years 
 
 Subsequent Events 
 
  The School evaluated subsequent events through June 18, 2015, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related disclosures 
would be required. 

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act that 

altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July 
2013 to December 2013 was eliminated.   

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as of 
June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013.   
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THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Notes to Financial Statements 
 

 
(2) Legislative Funding Changes, Continued 
 
 The effect of these legislative amendments have been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised of 
the following: 

 
   Repayment of Common School Fund loans .....................................  $765,217 
   Repayment of accrued interest on Common School Fund loans .....        71,717 
       836,934 
   Elimination of school funding .........................................................   (801,921 ) 
 
        $ 35,013 
 
 
(3) Long-Term Debt 
 
 Long-term debt at June 30, 2014 and 2013 was comprised of: 
 
                                                                                   2014                2013 
 
  Note payable to Indiana Finance Authority .......  $   696,476  789,130 
 
  Note payable to IFF ............................................  1,160,000  1,160,000 
 
  Note payable to Bloomington Urban 
    Enterprise Association ..................................       12,917       15,490 
                                                                                 1,869,393  1,964,620 
 
  Less current maturities .......................................  (102,245 )    (96,153 ) 
 
                                                                $1,767,148  1,868,467  
                                                                                                                
  The note payable to Indiana Finance Authority is payable in quarterly installments of 

$33,775, including interest at 5.5% per annum.  The loan was funded through the sale of 
Qualified School Construction Bonds, which provides for the interest to be subsidized by 
the federal government.  The loan is subordinate to the obligation to IFF. 

 
  The note payable to IFF requires interest only to be paid monthly at a rate of 6.5% per 

annum, with the principal balance due at the maturity date of August 15, 2017.  The note 
is secured by a leasehold mortgage, and furniture and fixtures. 
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THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Notes to Financial Statements 
 
 

(3) Long-Term Debt, Continued 
 
  The note payable to Bloomington Urban Enterprise Association is payable in monthly 

installments of $208, with the unpaid balance due on August 1, 2019.  The note is 
unsecured and non-interest bearing. 

 
 Principal maturities of long-term debt are as follows: 
 
  Year Ending June 30: 
    2015 .................................................................  $    102,245 
    2016 .................................................................  74,252 
    2017 .................................................................  45,426 
    2018 .................................................................  1,207,874 
    2019 .................................................................  50,461 
    Thereafter ........................................................     389,135    
 
     $1,869,393 
 
 
(4) Leases 
 
 The School leases its school facility under an operating lease.  The lease expires June 30, 

2019 and requires annual rent payments of $88,125.  The School has the option to renew 
the lease for four additional five-year periods.  In the initial stages of the lease, the School 
was allowed certain rent concessions and has, therefore, recorded a deferred credit to 
reflect the excess of rent expense over cash payments for that period of time.  The School 
also rents certain items of office equipment under operating leases.   

 
 Expense under operating leases for the years ended June 30, 2014 and 2013 was $95,923 

and $90,751, respectively.  Future minimum lease obligations for noncancelable 
operating leases with initial lease terms in excess of one year are as follows: 

 
  Year Ending June 30: 
     2015 .........................................................  $94,611 
     2016 .........................................................  93,948 
     2017 .........................................................  93,006 
     2018 .........................................................  92,950 
     2019 .........................................................  88,125 
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THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Notes to Financial Statements 
 
 

(5) Refundable Advances 
 
 The School has been awarded grants from the Indiana Department of Education to provide 

educational instruction.  The grants are considered to be exchange transactions.  
Accordingly, revenue is recognized when earned and expenses are recognized as 
incurred.  At June 30, 2014 and 2013, the School had refundable grant advances in excess 
of expenditures of $2,399 and $4,624, respectively. 

 
 
(6) Retirement Plans 
 
 Retirement benefits for School employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public Retirement 
System (“INPRS”) Board.  Contribution requirements of plan members are established 
by the INPRS Board.  Under the plans, the School contributes 7.5% of compensation for 
teaching faculty to TRF and 8.75% of compensation for other employees of PERF.  
Substantially all full-time employees are eligible to participate.  In lieu of TRF, teaching 
faculty can elect benefits under a 403(b) plan, where the School contributes 7.5% of 
compensation.  Retirement plan expense was $69,257 and $69,263 for the years ended 
June 30, 2014 and 2013, respectively. 

 
 

(7) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition support.  Payments under this charter agreement were 
$34,953 and $19,864 for the years ended June 30, 2014 and 2013, respectively.  The 
charter remains in effect until June 30, 2016, and is renewable thereafter by mutual 
consent. 

 
 
 
 
 
 
 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
108



THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Notes to Financial Statements 
 
 
(8) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Monroe and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional liability 
to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014, 
substantially all of the receivable balance was due from the State of Indiana.   

 
 

(9) Restricted Net Assets 
 
 The School received contributions restricted for use in supporting compensation for certain 

staff positions and for enhancement of the student lunch program.  Temporarily restricted 
net assets of $60,925 and $122,662 were available for staff compensation as of June 30, 
2014 and 2013, respectively. 

    
 
(10) Accounting Correction 
 
 In 2014, it was determined that the financial activity of the School’s extra-curricular activity 

account was not being reported on the School’s financial statements.  The account was 
recorded as a separate fund even though the resources and expenditures related to School 
activities.  The School corrected this error by restating previously issued financial 
statements.  Net assets as of July 1, 2012 have been increased by $10,719 and the change 
in net assets for the year ended June 30, 2013 has been increased by $19,951 to reflect 
this correction.  
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THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Notes to Financial Statements 
 
 
(11) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                          2014                                             
             Program              Management 
              Services              and General    
 
 Salaries and wages ...................................  $   947,758 272,144  
 Employee benefits ...................................  266,925 31,828 
 Staff development and recruitment .........  13,730 - 
 Professional services ...............................  50,824 80,298 
 Repairs and maintenance .........................  11,052 - 
 Authorizer oversight fees ........................  - 34,953 
 Food costs ................................................  60,794 - 
 Transportation .........................................  35,000 - 
 Equipment ...............................................  12,900 - 
 Operational supplies ................................  25,845               6,137 
 Occupancy ...............................................       133,072            - 
 Depreciation ............................................  177,443 - 
 Interest .....................................................  - 118,779 
 Insurance .................................................  - 16,660 
 Other ........................................................       52,822     7,806 
  
      $1,788,165  568,605   
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THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Notes to Financial Statements 
 
 

(11) Functional Expense Reporting, Continued 
 
                                                          2013                                             
             Program              Management 
              Services              and General    
 
 Salaries and wages ...................................  $   921,171 272,078  
 Employee benefits ...................................  230,420 64,127 
 Staff development and recruitment .........  6,878 - 
 Professional services ...............................  67,813 54,910 
 Repairs and maintenance .........................  8,032 - 
 Authorizer oversight fees ........................  - 19,864 
 Food costs ................................................  75,314 - 
 Transportation .........................................  47,600 - 
 Equipment ...............................................  12,335 - 
 Operational supplies ................................  32,104               6,708 
 Occupancy ...............................................       114,104            - 
 Depreciation ............................................  243,959 - 
 Interest .....................................................  - 146,727 
 Insurance .................................................  - 24,813 
 Other ........................................................       44,389     2,955 
  
      $1,804,119  592,182   
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THE BLOOMINGTON PROJECT SCHOOL, INC. 
 

Other Reports 
 

Year Ended June 30, 2014  
 
 

The report presented herein was prepared in addition to another official report prepared for the 
School as listed below: 
 

Supplemental Audit Report of The Bloomington Project School, Inc.  
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 
 
 
The Board of Directors 
Friends of Canaan, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Friends of Canaan, Inc. d/b/a 
Canaan Community Academy, which comprise the statements of financial position as of June 
30, 2014 and 2013, and the related statements of activities and cash flows for the years then 
ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Friends of Canaan, Inc. as of June 30, 2014 and 2013, and 
the changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

           
Indianapolis, IN 
August 22, 2014 
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Assets 2014 2013

Current assets:
Cash 122,397$     9,969           
Grants receivable 13,146         105,836       
Prepaid expenses 1,509           3,444           

Total current assets 137,052       119,249       

Property and equipment:
Textbooks 38,758         12,748         
Equipment 201,726       99,104         
Less: accumulated depreciation (71,814)        (12,346)        

Property and equipment, net 168,670       99,506         

305,722$     218,755       

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 42,074$       112,575       
Notes payable -                   115,000       
Current portion of long-term debt 40,483         -                   
Refundable advances 10,000         -                   

Total current liabilities 92,557         227,575       

Long-term debt, less current portion 112,314       -                   
Total liabilities 204,871       227,575       

Unrestricted net assets (deficiency) 100,851       (8,820)          

 305,722$     218,755       

June 30

FRIENDS OF CANAAN, INC.
d/b/a

CANAAN COMMUNITY ACADEMY

Statements of Financial Position
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Revenue and Support 2014 2013

State education support 769,618$     276,783       
Grant revenue 339,095       554,872       
Student fees 28,402         24,264         
Contributions 26,572         12,863         
Other 13,252         205              

Total revenue and support 1,176,939    868,987       

Expenses

Program services 820,296       646,552       
Management and general 246,972       238,989       

Total expenses 1,067,268    885,541       

Increase (decrease) in net assets 109,671       (16,554)        

Net assets (deficiency), beginning of year (8,820)          7,734           
 
Net assets (deficiency), end of year 100,851$     (8,820)          

Year Ended June 30

FRIENDS OF CANAAN, INC.
d/b/a

CANAAN COMMUNITY ACADEMY

Statements of Activities
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Operating Activities 2014 2013

Change in net assets 109,671$     (16,554)        
Adjustments to reconcile change in net assets
 to cash flows from operating activities:

Depreciation 59,468         12,120         
Non-cash contributions (15,000)        -                   
Change in:

Grants receivable 92,690         (81,124)        
Prepaid expenses 1,935           (3,444)          
Accounts payable and accrued expenses (70,501)        102,610       
Refundable advances 10,000         -                   

          Net cash provided by operating activities 188,263       13,608         

Investing Activities

Acquisition of property and equipment (128,632)      (107,792)      
Net cash used by investing activities (128,632)      (107,792)      

Financing Activities

Net proceeds from notes payable -                   100,000       
Proceeds from long-term debt 60,000         -                   
Principal repayments of long-term debt (7,203)          -                   

Net cash provided by financing activities 52,797         100,000       

Net increase in cash 112,428       5,816           

Cash, beginning of year 9,969           4,153           

Cash, end of year 122,397$     9,969           

Supplemental disclosures:
  Cash paid for interest expense 6,401$         1,999           

Year Ended June 30

FRIENDS OF CANAAN, INC.
d/b/a

CANAAN COMMUNITY ACADEMY

Statements of Cash Flows
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FRIENDS OF CANAAN, INC. 
d/b/a 

CANAAN COMMUNITY ACADEMY 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Friends of Canaan, Inc. d/b/a Canaan Community Academy (the "School") ") is a public 

benefit not-for-profit organization incorporated under the laws of the State of Indiana.  
The School operates a public charter school established under Indiana Code 20-24 and 
is sponsored by Ball State University. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

  
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary. 

 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which educational services are rendered.   

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 
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FRIENDS OF CANAAN, INC. 
d/b/a 

CANAAN COMMUNITY ACADEMY 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Textbooks ........................................................  4 years 
    Equipment .......................................................  3 to 4 years 
 
 Taxes on Income 
 
 Friends of Canaan, Inc. has received a determination from the U.S. Treasury Department 

stating that it qualifies under the provisions of Section 501(c)(3) of the Internal Revenue 
Code as a tax-exempt organization; however, the School would be subject to tax on 
income unrelated to its tax-exempt purpose.  For the years ended June 30, 2014 and 
2013, no accounting for federal and state income taxes was required to be included in 
the accompanying financial statements. 

 
  Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.   
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FRIENDS OF CANAAN, INC. 
d/b/a 

CANAAN COMMUNITY ACADEMY 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Contributions 
 
  Contributions received are measured at their fair values and are reported as an increase in 

net assets.  The School reports gifts of cash and other assets as restricted support if they 
are received with donor stipulations that limit the use of the donated assets, or if they 
are designated as support for future periods.  Donor-restricted contributions whose 
restrictions are met in the same reporting period are reported as unrestricted support. 

 
 Subsequent Events 
 
 The School evaluated subsequent events August 22, 2014, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related 
disclosures would be required. 

 
 
 (2) Leases 
 
 The School leases its facility under an operating lease with Shelby Township.  The lease 

provides for an annual lease payment of $1, but the School is responsible for repairs, 
maintenance, utilities, and insurance. The lease term ends in February 2015, with an 
option to extend for three years.   

                                                                                           
 
(3) Retirement Plan 
 
 The School offers retirement benefits to its employees through both 403(b) and a 401(a) 

defined contribution retirement plans provided by MetLife.  The 403(b) plan is funded 
solely by employee contributions.  The School contributes 7.5% of salary for all full-
time employees to the 401(a) plan.  Retirement plan expense was $30,633 and $26,169 
for the years ended June 30, 2014 and 2013, respectively. 
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FRIENDS OF CANAAN, INC. 
d/b/a 

CANAAN COMMUNITY ACADEMY 
 

Notes to Financial Statements 
 

(4) Long-Term Debt 
 
 Long-term debt at June 30, 2014 consisted of the following: 
 
     
  Note payable to IFF, payable $1,125 monthly  
   including interest at 4.75% per annum, maturing  
   in October 2018, secured by all furniture, fixtures     
   and equipment .....................................................................    $  52,797   
  
  Unsecured note payable to Elma Schafer, payable $1,476  
   monthly including interest at 4.0% per   
    annum, maturing in July 2017 .............................................    50,000  

  
  Unsecured note payable to LaVonna Risk, payable $1,476 
   monthly including interest at 4.0% per 
   annum, maturing in July 2017 .............................................       50,000  
          152,797   
    
  Less: current portion ..................................................................     (40,483 )  

   
       $ 112,314  

   
 The notes payable to Elma Schafer and LaVonna Risk were initially due in 2014, but 

were extended through July 1, 2017 with payments commencing in August 2014.  Both 
notes are with persons related to a board member and to the former School leader. 

  
 Principal maturities of long-term debt are scheduled as follows: 
 
   Year Ending June 30: 
     2015 ...................................................................................  $   40,483  
     2016 ...................................................................................  44,987 
     2017 ...................................................................................  46,913 
     2018 ...................................................................................  15,899 
     2019 ...................................................................................      4,515 
   
       $ 152,797 
 
 
 
 
 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
123



 

-10- 

FRIENDS OF CANAAN, INC. 
d/b/a 

CANAAN COMMUNITY ACADEMY 
 

Notes to Financial Statements 
 

 
(5) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition payments received.  The charter remains 
in effect until June 30, 2017, and is renewable thereafter by mutual consent.  Payments 
under this agreement were $14,793 and $6,979 for the years ended June 30, 2014 and 
2013, respectively. 

 
 
(6) Risks and Uncertainties 
 
 The School provides education services to families residing in Jefferson and surrounding 

counties in Indiana, and is subject to the risks of economic and competitive forces at 
work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the accounts receivable balance was due from the State of Indiana.   
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FRIENDS OF CANAAN, INC. 
d/b/a 

CANAAN COMMUNITY ACADEMY 
 

Notes to Financial Statements 
 
 
(7) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statements of activities.  Accordingly, certain expenses have been allocated 
among the programs and services benefited.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                          2014                                                
           Program                   Management 
            Services                   and General    
 
 Salaries and wages ...................................  $372,838 104,330  
 Employee benefits ...................................  103,681 22,936 
 Authorizer’s fees .....................................  - 14,793 
 Books and supplies ..................................  24,286 6,332 
 Contracted transportation ........................         77,350              - 
 Depreciation ............................................  59,468 - 
 Equipment ...............................................  11,550 - 
 Food service expense ...............................  33,423 - 
 Insurance .................................................  - 28,025 
 Interest .....................................................  - 6,401 
 Occupancy ...............................................  24,155 - 
 Professional fees ......................................  53,493 51,867 
 Repairs and maintenance .........................  54,277               - 
 Staff development ....................................       5,775            - 
 Other ........................................................            -  12,288 
 
      $ 820,296   246,972   
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FRIENDS OF CANAAN, INC. 
d/b/a 

CANAAN COMMUNITY ACADEMY 
 

Notes to Financial Statements 
 
 
(7) Functional Expense Reporting, Continued 
 
                                                          2013                                                
           Program                   Management 
            Services                   and General    
 
 Salaries and wages ...................................  $ 355,856 118,268  
 Employee benefits ...................................  72,450 26,118 
 Authorizer’s fees .....................................  - 6,979 
 Books and supplies ..................................  14,747 6,554 
 Contracted transportation ........................         41,100              - 
 Depreciation ............................................  12,120 - 
 Equipment ...............................................  13,657 - 
 Food service expense ...............................  28,841 - 
 Insurance .................................................  - 22,779 
 Interest .....................................................  - 2,333 
 Occupancy ...............................................  24,428 - 
 Professional fees ......................................  36,664 41,138 
 Repairs and maintenance .........................  32,653               - 
 Staff development ....................................    13,157             - 
 Other ........................................................        879    14,820 
 
      $ 646,552   238,989   
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FRIENDS OF CANAAN, INC. 
d/b/a 

CANAAN COMMUNITY ACADEMY 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The report presented herein was prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Friends of Canaan, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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CAREER ACADEMY OF SOUTH BEND, INC. 
 
Financial Statements  
 
June 30, 2013 and 2012 
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Career Academy of South Bend, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Career Academy of South Bend, 
Inc., which comprise the statements of financial position as of June 30, 2013 and 2012, and the 
related statements of activities and cash flows for the years then ended, and the related notes to 
the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America, this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Career Academy of South Bend, Inc. as of June 30, 2013 
and 2012, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

         
Indianapolis, IN 
April 24, 2014 
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Assets 2013 2012

Current assets:
Cash 557,242$       70,211           
Accounts receivable:

State education support -                     505,619         
Grants 30,436           4,357             
Other 188                42,455           

Unconditional promises to give 550,000         550,000         
Prepaid expenses -                     4,445             

Total current assets 1,137,866      1,177,087      

Unconditional promises to give 250,000         800,000         
Property and equipment:

Land 159,400         159,400         
Building and improvements 11,509,803    11,193,290    
Furniture, fixtures, and equipment 1,141,242      918,769         
Construction-in-progress -                     42,719           
Less: accumulated depreciation (726,840)        (234,155)        

Property and equipment, net 12,083,605    12,080,023    

 13,471,471$  14,057,110    

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 84,129$         145,969         
Current portion of long-term debt 557,876         553,840         
Refundable advances 51,119           -                     

Total current liabilities 693,124         699,809         

Accrued interest on Common School Fund loans -                     22,013           
Long-term debt, net of current portion 12,047,178    11,865,249    

Total liabilities 12,740,302    12,587,071    

Net assets (deficiency):
Unrestricted (118,831)        220,039         
Temporarily restricted 850,000         1,250,000      

Total net assets 731,169         1,470,039      
 

13,471,471$  14,057,110    

June 30

CAREER ACADEMY OF SOUTH BEND, INC.
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Temporarily
Revenue and Support Unrestricted Restricted Total

State education support 2,555,786$    -                    2,555,786      
Grant revenue 720,812         -                    720,812         
Contributions 11,003           100,000         111,003         
Student fees 47,473           -                    47,473           
Rent 137,299         -                    137,299         
Other 29,173           -                    29,173           
Net assets released from restriction 500,000         (500,000)       -                    
  Total revenue and support 4,001,546      (400,000)       3,601,546      

Expenses

Program services:
  Educational instruction 2,858,682      -                    2,858,682      
  Education support 391,960         -                    391,960         
Administrative 1,166,676      -                    1,166,676      

  Total expenses 4,417,318      -                    4,417,318      

Change in net assets before
non-operating activity (415,772)       (400,000)       (815,772)       

Non-Operating Activity

Gain due to changes in legislative
funding 76,902           -                    76,902           

Change in net assets (338,870)       (400,000)       (738,870)       

Net assets, beginning of year 220,039         1,250,000      1,470,039      
 
Net assets (deficiency), end of year (118,831)$     850,000         731,169         

CAREER ACADEMY OF SOUTH BEND, INC.

Statement of Activities

Year Ended June 30, 2013
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Temporarily
Revenue and Support Unrestricted Restricted Total

State education support 1,011,239$    -                    1,011,239      
Grant revenue 456,615         1,500,000      1,956,615      
Contributions 987,176         -                    987,176         
Student fees 13,329           -                    13,329           
Rent 53,068           -                    53,068           
Other 23,168           -                    23,168           
Net assets released from restriction 250,000         (250,000)       -                    
  Total revenue and support 2,794,595      1,250,000      4,044,595      

Expenses

Program services:
  Educational instruction 1,553,311      -                    1,553,311      
  Education support 222,429         -                    222,429         
Administrative 914,303         -                    914,303         

  Total expenses 2,690,043      -                    2,690,043      

Change in net assets 104,552         1,250,000      1,354,552      

Net assets, beginning of year 115,487         -                    115,487         
 
Net assets, end of year 220,039$       1,250,000      1,470,039      

Year Ended June 30, 2012

CAREER ACADEMY OF SOUTH BEND, INC.

Statement of Activities
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Operating Activities 2013 2012

Change in net assets (738,870)$      1,354,552      
Adjustment to reconcile change in net assets to

cash flows from operating activities:
Depreciation 492,685         234,155         
Gain due to changes in legislative funding (76,902)          -                     
Change in:

Accounts receivable (756,086)        (1,847,231)     
Prepaid expenses 4,445             (4,445)            
Unconditional promises to give 550,000         -                     
Accounts payable and accrued expenses (22,496)          167,982         
Refundable advances 51,119           -                     

Net cash used by operating activities (496,105)        (94,987)          

Investing Activities

Purchase of property and equipment (496,267)        (12,087,414)   
Proceeds from note receivable -                     7,300             

Net cash used by investing activities (496,267)        (12,080,114)   

Financing Activities

Proceeds from Common School Fund loan 711,220         582,218         
Proceeds from other long-term debt, net of repayments 768,183         11,638,371    

Net cash provided by financing activities 1,479,403      12,220,589    

Net increase in cash 487,031         45,488           

Cash, beginning of year 70,211           24,723           

Cash, end of year 557,242$       70,211           

Supplementary information:
Cash payments for interest expense 209,509$       47,669           

Year Ended June 30

CAREER ACADEMY OF SOUTH BEND, INC.

Statements of Cash Flows
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CAREER ACADEMY OF SOUTH BEND, INC. 
 

Notes to Financial Statements 
 

June 30, 2013 and 2012  
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Career Academy of South Bend, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and is sponsored by Ball 
State University.     

 
 Financial Statement Presentation 
 
 The School reports its financial position and activities according to three classes of assets 

as follows: 
 

 Unrestricted net assets, which represent net assets that the Board of Directors has 
discretionary control to use in carrying on the activities of the School in 
accordance with its articles of incorporation and by-laws. 

 
 Temporarily restricted net assets, which represent net assets restricted by the donor, 

grantor, or other outside party for a specific purpose or until the passage of time. 
 

 Permanently restricted net assets, which represent net assets that are subject to 
restriction by gift instruments requiring that the principal be invested in perpetuity 
and only the income be expended, or assets donated with the provision that they 
not be sold.  There were no permanently restricted net assets as of June 30, 2013 
or 2012. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 
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CAREER ACADEMY OF SOUTH BEND, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in equal monthly installments in 
January through December following the start of the academic school year.  Revenue is 
recognized in the year in which the educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary. 

 
 Contributions 
 
 Contributions received and unconditional promises to give are measured at their fair 

values and are reported as an increase in net assets.  The School reports gifts of cash 
and other assets as restricted support if they are received with donor stipulations that 
limit the use of the donated assets, or if they are designated as support for future 
periods.  When a donor restriction expires, that is, when a stipulated time restriction 
ends or purpose restriction is accomplished, temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statements of activities as net 
assets released from restriction.   

 
 Reclassifications 
 
 Certain figures for 2012 that were previously reported have been reclassified for 

comparative purposes. 
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CAREER ACADEMY OF SOUTH BEND, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, and minor replacement costs are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Building and improvements ............................  39 years 
    Furniture, fixtures, and equipment ..................  3 to 7 years 
 
 Taxes on Income 
 
 Career Academy of South Bend, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the year ended June 
30, 2013 and 2012, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax year ending 2012 is open to audit 
for both federal and state purposes. 

 
 Subsequent Events 
 
 The School evaluated subsequent events through April 24, 2014, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related 
disclosures would be required. 
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CAREER ACADEMY OF SOUTH BEND, INC. 
 

Notes to Financial Statements 
 
 

(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 a receivable 
for payments to be made to the School in the subsequent July through December time 
period, which represented amounts due for services rendered.  Effective July 1, 2013, 
school funding will be paid following the State of Indiana fiscal year of July to June, 
which is similar to the School’s academic year.  As part of this legislative amendment, 
the funding owed to the School under prior legislation for the period July to December 
2013 will no longer be paid. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School has applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans .....................................  $1,293,438 
   Repayment of accrued interest on Common School Fund loans .....       61,357 
       1,354,795 
   Elimination of School funding .........................................................  (1,277,893 ) 
 
       $    76,902 
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CAREER ACADEMY OF SOUTH BEND, INC. 
 

Notes to Financial Statements 
 
 
(3) Accounts Receivable 
 
 Accounts receivable for state education support as of June 30, 2012 represented amounts 

due relating to the following sources: 
 
    Tuition support ................................................  $450,680   
    Special education grant ...................................     54,939   
 
         Total ............................................................  $505,619     
 
 Tuition support is determined by state law and is dependent upon the geographic location 

of the school and is indexed to the poverty data of the enrolled students and other 
factors.  The payment schedule is likewise determined by state law, with tuition support 
payable in equal monthly installments in the calendar year following the start of the 
academic school year.  Effective July 1, 2013, tuition support will be paid in monthly 
installments that coincide with the School’s fiscal year (see Note 2). 

 
 
(4) Unconditional Promises to Give 
 
 Unconditional promises to give consisted of the following as of June 30, 2013 and 2012: 
 
                                                                                  2013               2012 
 
  Restricted to payment of debt obligation .........  $750,000  1,250,000 
  Restricted for building improvements. .............    50,000    100,000 
 
  Gross unconditional promises to give ..............          $800,000  1,350,000 
 
   Amounts due in: 
    Less than one year ...........................................  $550,000  550,000 
    One to five years ..............................................  250,000    800,000 
 
                                                                              $800,000 1,350,000 
 
 Unconditional promises to give have not been discounted because they either provide for 

interest on the unpaid balance, or are payable currently. 
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CAREER ACADEMY OF SOUTH BEND, INC. 
 

Notes to Financial Statements 
 
 
(5) Long-Term Debt 
 
 Long-term debt at June 30, 2013 and 2012 consisted of the following: 
 
                                                                                                    2013               2012 
 Note payable to the City of South Bend, Indiana   
    (and The Garatoni Family Foundation,  
   as bond holder) relating to the issuance  
   of Economic Development Revenue Bonds,  
   payable $125,000 quarterly, plus interest at  
    4% per annum, secured by land and building ........  $750,000  1,250,000 
                                                                                                       
  Unsecured note payable to The Garatoni Family  
   Foundation, due and payable December 31,  
   2015, plus interest at 1% per annum ......................  3,552,946 3,574,346 
 
  Unsecured note payable to Larry Garatoni, due and  
   payable December 31, 2015, plus interest at 
   1% per annum .........................................................  7,664,035 6,320,612 
    
  Term note payable to Crescent Michiana Properties 
    LLC, payable $8,520 monthly, including interest  
    at 7.25% per annum, maturing in October 2021,  
    secured by land and building and guaranteed by  
    The Garatoni Family Foundation ...........................  638,073 691,913

   
  Note payable to the Indiana Common School Fund,  
   payable $14,555 semi-annually beginning  
   July 1, 2013, plus interest at 4% per annum,  
   maturing in July 2033, secured by unpaid tuition  
   support distributions ...............................................                  -      582,218 
  Total long-term debt .....................................................  12,605,054 12,419,089 
 
  Less:  current portion     (557,876)    (553,840)

  
     $12,047,178 11,865,249 
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CAREER ACADEMY OF SOUTH BEND, INC. 

 
Notes to Financial Statements 

 
 
(5) Long-Term Debt, Continued 
 
 Principal maturities of long-term debt are scheduled as follows: 
 
   Year Ending June 30: 
     2014 ...................................................................................  $     557,876 
     2015 ...................................................................................  312,214 
     2016 ...................................................................................  11,283,859 
     2017 ...................................................................................  71,891 
     2018 ...................................................................................  77,279 
     Thereafter ..........................................................................      301,935    
 
       $12,605,054 
 
 
(6) Leases 
 
 The School leases certain items of equipment under operating leases.  The equipment 

leases provide for monthly lease payments through April 2017.  Lease expense under 
operating leases for the years ended June 30, 2013 and 2012 was $7,076 and $9,516. 

 
 Future minimum lease obligations are as follows: 
 
   Year Ended June 30: 
     2014 .................................................................................  $7,076  
     2015 .................................................................................  7,076 
     2016 .................................................................................  7,076 
     2017 .................................................................................  1,328 
 
 
(7) Commitments 
 
  The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support.  The charter remains in effect 
until June 30, 2016 and is renewable thereafter by mutual consent.  Payments under this 
charter agreement were $32,513 and $27,044 for the years ended June 30, 2013 and 
2012, respectively. 
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CAREER ACADEMY OF SOUTH BEND, INC. 

 
Notes to Financial Statements 

 
 

(8) Retirement Plan 
 
 Retirement benefits for certified teachers are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”), which is a multiple-employer defined benefit retirement plan 
governed by the State of Indiana and administered by the Indiana Public Retirement 
System (“INPRS”) Board.  Contribution requirements of plan members are established 
by the INPRS Board.  Under the plan, the School contributes 7.5% of compensation for 
all participating personnel.  Employees can opt to participate in a 401(k) plan offered 
through Freedom Retirement Plan Consultants, Inc. in lieu of participating in TRF.  The 
School also contributes 7.5% of compensation to the 401(k) plan.  Substantially all full-
time employees are eligible to participate in either plan.  Retirement plan expense under 
both plans for the years ended June 30, 2013 and 2012 was $111,986 and $52,302, 
respectively. 

 
 
(9) Related Party Transactions 
 
 In the years ended June 30, 2013 and 2012, the School obtained financing from The 

Garatoni Family Foundation and Larry Garatoni, individually (see Note 5), relating to 
the construction of the school facility.  Larry Garatoni is the President of the School’s 
Board of Directors and the chief executive officer of HQ Investments Corporation, 
which manages the investments of The Garatoni Family Foundation.  The School also 
received contributions totaling $710,000 directly and indirectly from The Garatoni 
Family Foundation in the year ended June 30, 2012.  

 
 
(10) Restrictions on Net Assets 
 
 Temporarily restricted net assets as of December 31, 2013 and 2012 were available for 

the following purposes: 
                                                                                     2013                2012 
 
  Debt obligation repayment ...............................  $750,000  1,250,000 
  Purchase of welding equipment. ......................  100,000                - 
 
                                                                              $850,000  1,250,000 
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CAREER ACADEMY OF SOUTH BEND, INC. 

 
Notes to Financial Statements 

 
 

(10) Restrictions on Net Assets, Continued 
 

 Net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purpose.  In 2013 and 2012, the program purpose restrictions were 
accomplished by the repayment of required debt obligations. 

 
 Temporarily restricted net assets for debt obligation repayment represent an original 

$1,500,000 pledge of tax increment revenues by the South Bend Redevelopment 
Commission toward the repayment of the School’s debt obligation under the City of 
South Bend economic development revenue bonds (see Note 5).  These amounts are 
considered to be temporarily restricted in that they are limited as to use in future 
periods.  The pledge is to be paid in quarterly installments through November 2014.  
Payments of $500,000 and $250,000 were received in the years ended June 30, 2013 
and 2012. 

 
 
(11) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in St. Joseph 

and surrounding counties in Indiana, and is subject to the risks of economic and 
competitive forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2013 and 2012, 
substantially all of the accounts receivable balance was due from the State of Indiana.   

 
 
(12) Refundable Advances 
 
 The School has been awarded grants from the Indiana Department of Education to 

provide educational instruction.  The grants are considered to be exchange transactions.  
Accordingly, revenue is recognized when earned and expenses are recognized as 
incurred.  At June 30, 2013, the School had refundable grant advances in excess of 
expenditures of $51,119. 
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CAREER ACADEMY OF SOUTH BEND, INC. 

 
Notes to Financial Statements 

 
 
(13) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
among the programs and services benefited.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2013 and 2012: 

 
                                                                                         2013                                                     
                                                               Educational    Education         Admini-        
                                                                Instruction      Support            strative  
 
 Salaries and wages .......................  $1,103,018    176,810 463,805 
 Employee benefits .......................  283,310 38,586 121,860 
 Professional services ...................  312,720 26,031 119,259 
 Staff development  
  and recruitment ....................  18,213 - - 
 Authorizer oversight fee ..............  - - 32,513 
 Food costs ....................................  - 15,674 - 
 Travel/transportation service .......  12,207 16,814 14,083 
 Equipment and rentals .................  14,895 - 31,077 
 Repairs and maintenance .............  - 59,909 - 
 Classroom, kitchen and 
      office supplies ......................  400,828 38,032 33,614 
 Occupancy ...................................  217,116 - - 
 Advertising ..................................  - - 84,564 
 Depreciation ................................  492,685 - - 
 Interest .........................................  - - 209,638 
 Insurance .....................................  - - 21,288 
 Other ............................................        3,690   20,104      34,975                  
 
                                                               $2,858,682 391,960 1,166,676 
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CAREER ACADEMY OF SOUTH BEND, INC. 

 
Notes to Financial Statements 

 
 
(13) Functional Expense Reporting Continued 
 
                                               2012                                                     
                                                               Educational    Education         Admini-        
                                                                Instruction      Support            strative  
 
 Salaries and wages .......................  $   668,319 99,908 349,828 
 Employee benefits .......................  157,693 25,946 118,218 
 Professional services ...................  40,029 21,959 107,715 
 Staff development  
  and recruitment ....................  41,045 - - 
 Authorizer oversight fee ..............  - - 27,044 
 Food costs ....................................  - 36,355 - 
 Travel/transportation service .......  1,680 1,240 10,094 
 Equipment and rentals .................  10,595 - 24,796 
 Repairs and maintenance .............  - 4,399 - 
 Classroom, kitchen and 
      office supplies ......................  132,490 16,521 23,458 
 Occupancy ...................................  265,091 - - 
 Advertising ..................................  - - 58,183 
 Depreciation ................................  234,155 - - 
 Interest .........................................  - - 162,951 
 Insurance .....................................  - - 5,086 
 Other ............................................        2,214     16,101   26,930                  
 
                                                               $1,553,311 222,429 914,303 
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CAREER ACADEMY OF SOUTH BEND, INC. 

 
Other Reports 

 
Year Ended June 30, 2013  

 
 

The report presented herein was prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Career Academy of South Bend, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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June 30, 2014 and 2013 
 
 
 
 

 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
148



Page
Independent Auditor's Report 1-2

Statements of Financial Position 3

Statements of Activities:
  Year Ended June 30, 2014 4
  Year Ended June 30, 2013 5

Statements of Cash Flows 6

Notes to Financial Statements 7-16

Exit Conference 17

COMMUNITY MONTESSORI, INC.

Table of Contents

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
149



 

       -1- 

 
 
 
 
 
 
 
 
 

INDEPENDENT AUDITOR’S REPORT 
 
 
The Board of Directors 
Community Montessori, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Community Montessori, Inc., 
which comprise the statements of financial position as of June 30, 2014 and 2013, and the 
related statements of activities and cash flows for the years then ended, and the related notes to 
the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Community Montessori, Inc. as of June 30, 2014 and 2013, 
and the changes in its net assets and its cash flows for the years then ended in accordance 
with accounting principles generally accepted in the United States of America. 

         
Indianapolis, IN 
August 15, 2014 
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Assets 2014 2013

Current assets:
Cash and cash equivalents 2,254,177$     1,917,989       
Bank certificate of deposit 224,622          223,503          
Accounts receivable:

State education support 1,477,941       1,477,941       
Grants 14,959            19,947            
Other 35,948            26,235            
Less: allowance for funding reduction (1,477,941)      (1,477,941)      
Less: allowance for doubtful accounts (21,288)           (10,280)           

Accounts receivable, net 29,619            35,902            

Unconditional promise to give, currently due -                      56,000            
Prepaid expenses 18,285            19,298            

Total current assets 2,526,703       2,252,692       

Property and equipment, net 9,333,172       9,621,364       

 11,859,875$   11,874,056     

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 248,684$        228,643          
Current portion of long-term debt 497,206          487,354          
Current portion of capital lease obligation -                      6,749              
Deferred revenue 148,211          132,850          

Total current liabilities 894,101          855,596          

Long-term debt, less current portion 7,086,528       7,577,739       
Total liabilities 7,980,629       8,433,335       

Net assets:
Unrestricted net assets 3,869,063       3,371,020       
Temporarily restricted net assets 10,183            69,701            

Total net assets 3,879,246       3,440,721       

 11,859,875$   11,874,056     

COMMUNITY MONTESSORI, INC.

Statements of Financial Position

June 30
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Temporarily
Revenue, Gains and Support Unrestricted Restricted Total

State education support 3,117,303$    -                    3,117,303      
Program fees 335,347         -                    335,347         
Grant revenue 107,561         -                    107,561         
Materials and supplies fees 142,768         -                    142,768         
Contributions 7,709             4,811             12,520           
Fundraising 45,773           -                    45,773           
Interest income 7,361             -                    7,361             
Other 28,384           -                    28,384           
Net assets released from restrictions 64,329           (64,329)         -                    

Total revenue, gains and support 3,856,535      (59,518)         3,797,017      

Expenses

Salaries and wages 1,766,888      -                    1,766,888      
Employee benefits 427,302         -                    427,302         
Staff development and recruitment 17,058           -                    17,058           
Professional fees 59,928           -                    59,928           
Program expenses 15,844           -                    15,844           
Supplies 97,833           -                    97,833           
Travel 4,211             -                    4,211             
Dues, licenses, and subscriptions 91,002           -                    91,002           
Occupancy 143,919         -                    143,919         
Insurance 27,575           -                    27,575           
Minor equipment 50,667           -                    50,667           
Interest 279,484         -                    279,484         
Depreciation 288,192         -                    288,192         
Fundraising 28,038           -                    28,038           
Bad debts -                    -                    -                    
Other 60,551           -                    60,551           

Total expenses 3,358,492      -                    3,358,492      

Change in net assets 498,043         (59,518)         438,525         

Net assets, beginning of year 3,371,020      69,701           3,440,721      

Net assets, end of year 3,869,063$    10,183           3,879,246      

COMMUNITY MONTESSORI, INC.

Statement of Activities

Year Ended June 30, 2014
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Temporarily
Revenue, Gains and Support Unrestricted Restricted Total

State education support 3,068,681$    -                    3,068,681      
Program fees 316,056         -                    316,056         
Grant revenue 206,211         -                    206,211         
Materials and supplies fees 139,559         -                    139,559         
Contributions 22,459           4,999             27,458           
Fundraising 45,118           -                    45,118           
Interest income 7,011             -                    7,011             
Net assets released from restrictions 62,966           (62,966)         -                    

Total revenue, gains and support 3,868,061      (57,967)         3,810,094      

Expenses

Salaries and wages 1,527,429      -                    1,527,429      
Employee benefits 367,954         -                    367,954         
Staff development and recruitment 5,223             -                    5,223             
Professional fees 88,065           -                    88,065           
Program expenses 11,813           -                    11,813           
Supplies 104,090         -                    104,090         
Travel 2,077             -                    2,077             
Dues, licenses, and subscriptions 64,294           -                    64,294           
Occupancy 120,791         -                    120,791         
Insurance 23,800           -                    23,800           
Minor equipment 74,615           -                    74,615           
Interest 347,803         -                    347,803         
Depreciation 294,992         -                    294,992         
Fundraising 44,589           -                    44,589           
Bad debts 2,740             -                    2,740             
Other 58,656           -                    58,656           

Total expenses 3,138,931      -                    3,138,931      

Change in net assets from operations 729,130         (57,967)         671,163         

Non-Operating Income (Expense)

Gain on repayment of indebtedness 861,897         -                    861,897         
Loss on elimination of School funding (1,477,941)    -                    (1,477,941)    

Change in net assets 113,086         (57,967)         55,119           

Net assets, beginning of year 3,257,934      127,668         3,385,602      

Net assets, end of year 3,371,020$    69,701           3,440,721      

COMMUNITY MONTESSORI, INC.

Statement of Activities

Year Ended June 30, 2013
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Operating Activities 2014 2013

Change in net assets 438,525$      55,119          
Adjustments to reconcile change in net assets

to net cash from operating activities:
   Loss due to changes in legislative funding -                    616,044        

Depreciation 288,192        294,992        
Change in:

Accounts receivable 6,284             (78,298)         
Unconditional promise to give 56,000          56,000          
Prepaid expenses 1,013             50,437          
Accounts payable and accrued expenses 20,041          (39,065)         
Deferred revenue 15,360          3,577             

Net cash provided by operating activities 825,415        958,806        

Investing Activities

Additions to certificates of deposit (1,119)           -                    
Maturity of certificate of deposit -                    230,739        

Net cash provided (used) by investing activities (1,119)           230,739        

Financing Activities

Principal repayments of long-term debt (481,359)       (543,106)       
Principal payments on capital lease obligations (6,749)           (8,061)           

Net cash used by financing activities (488,108)       (551,167)       
  
Net increase in cash 336,188        638,378        

Cash and cash equivalents, beginning of year 1,917,989     1,279,611     

Cash and cash equivalents, end of year 2,254,177$   1,917,989     

Supplemental information:
Cash payments for interest 280,874$      303,367        

COMMUNITY MONTESSORI, INC.

Statements of Cash Flows

Year Ended June 30
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COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Community Montessori, Inc. (the "School") is a public benefit not-for-profit organization 

incorporated under the laws of the State of Indiana.  The School operates a public 
charter school established under Indiana Code 20-24 and sponsored by Ball State 
University. The School also provides an early childhood education program for children 
ages three and four on a fee basis.  For the year ended June 30, 2014, the School served 
approximately 595 students in preschool through high school. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other publicly funded schools in the same geographic area.  
Funding from the State of Indiana is based on enrollment, and paid in monthly 
installments in July through June coinciding with the academic school year.  Revenue is 
recognized in the year in which the educational services are rendered. 

 
 Program fees and materials and supplies fees are paid by families based on the number of 

children enrolled, and are recognized in the academic school year to which the 
payments pertain. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 
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COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under grants and legislation 

enacted by the State of Indiana.  The School believes that it is operating in compliance 
with regulatory requirements and as such no allowance for doubtful account is deemed 
necessary with regard to such receivables.  The allowance for funding reduction is 
described in Note 2.  Other receivables are reviewed for collectability on an annual 
basis.  The accompanying financial statements reflect an allowance for doubtful 
accounts of $21,288 as of June 30, 2014 ($10,280 as of June 30, 2013) relating to 
program fees. 

 
 Contributions 
 
 Contributions received and unconditional promises to give are measured at their fair 

values and are reported as an increase in net assets.  The School reports gifts of cash 
and other assets as restricted support if they are received with donor stipulations that 
limit the use of the donated assets, or if they are designated as support for future 
periods.  When a donor restriction expires, that is, when a stipulated time restriction 
ends or purpose restriction is accomplished, temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statement of activities as net 
assets released from restrictions.   

 
  Cash and Cash Equivalents 
 
  Cash and cash equivalents consist of cash held in bank accounts and short-term, highly 

liquid investments with original maturities of three months or less. 
 
 Deferred Income 
 
 Deferred income consists of early education program fee deposits and materials and 

supplies fee deposits received as part of the enrollment process for the subsequent 
academic school year.  

 
 
 
 
 
 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
157



-9- 
 

COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$5,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
   Buildings and improvements 40 years 
   Furniture and equipment 3 to 7 years  
 
 Taxes on Income 
 
 Community Montessori, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its exempt purpose.  For the years ended June 30, 
2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
  Professional standards require the School to recognize a tax liability only if it is more 

likely than not the tax position would be sustained in a tax examination, with a tax 
examination being presumed to occur.  The amount recognized is the largest amount of 
tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012, and 2011 
are open to audit for both federal and state purposes. 

 
 Subsequent Events 
 
  The School evaluated subsequent events through August 15, 2014, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related 
disclosures would be required. 
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COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July 
2013 to December 2013 was suspended.  This elimination of funding resulted in a non-
operating loss of $1,477,941. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013.  The 
repayment of debt resulted in non-operating income of $861,897 comprised of the 
following: 

 
   Repayment of Common School Fund loans .....................................  $ 733,133 
   Repayment of accrued interest on Common School Fund loans .....      128,764 
 
        $ 861,897 
   
 The School believes that it has been adversely affected by the legislative changes relating 

to the elimination of funding, and is pursuing relief through its elected representatives 
and the Indiana Department of Education.  The prospect for success is unknown as of 
June 30, 2014.  The School continues to carry a receivable relating to the funding 
reduction on its books, offset by a collectability allowance in the same amount. 
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COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 
 
 (3) Property and Equipment 
 
 Property and equipment consisted of the following as of June 30, 2014 and 2013: 
 
                                                                                         2014              2013 
 
    Land ..................................................................     $     140,296  140,296 
    Building and improvements. ............................  11,205,490  11,205,490 
    Furniture and equipment ..................................       164,482          164,482 
      .......................................................................  11,510,268  11,510,268 
    Less:  accumulated depreciation .......................  (2,177,096 )   (1,888,904 ) 
  
     $ 9,333,172    9,621,364 
 
 
(4) Long-Term Debt 
 
 Long-term debt at June 30, 2014 and 2013 consisted of the following: 
 
                                                                                       2014              2013 
  Note payable to Stock Yards Bank & Trust,  
   payable $26,716 monthly, including  
   interest at 2.77% per annum, maturing  
    in October 2025 ................................................  $3,017,786  3,255,784    
    
  Note payable to Stock Yards Bank & Trust,  
   payable $13,088 monthly, including interest   
    at 5.75% per annum, maturing in July 2021 ....  809,440  911,689   
   
  Note payable to Main Source Bank, payable  
   $23,592 monthly, including interest  
   at 3.7% per annum, maturing in  
    October 2032 ...................................................  3,756,508  3,897,620  
        7,583,734  8,065,093 
    
  Less: current portion ..............................................   (497,206)     (487,354 )  
 
     $7,086,528  7,577,739   
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COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 
 
(4) Long-Term Debt, Continued 
 
 The notes payable to Stock Yards Bank & Trust and Main Source Bank are the result of 

Economic Development Revenue Bonds issued by the Town of Sellersburg, Indiana.  
These notes are secured by first and second mortgages on the land and building as well 
as a security interest in all fixtures, equipment and machinery installed therein.  In 
addition, the Charter School Development Corporation, an unrelated not-for-profit 
organization, has pledged certificates of deposit as additional collateral.  The interest 
rates on these loans reset at periodic intervals based on current U.S. Treasury Bond 
yields.   

 
 The loan agreements contain certain covenants that limit the School’s ability to create 

liens, incur indebtedness or guarantees, purchase or dispose of assets, or change the 
nature of the business.  The agreements also contain financial maintenance covenants 
establishing a minimum debt service coverage ratio.  The School exceeded the 
minimum debt service coverage ratio in each of the years ended June 30, 2014 and 
2013. 

 
 Principal maturities of long-term debt are scheduled as follows: 
 
   Year Ending June 30: 
     2015 ...................................................................................  $   497,206  
     2016 ...................................................................................  516,383 
     2017 ...................................................................................  535,986 
     2018 ...................................................................................  556,408 
     2019 ...................................................................................  577,689 
     Thereafter ..........................................................................  4,900,062                   
 
       $7,583,734 
 
 
(5) Commitments and Contingencies 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support received.  The charter remains in 
effect until June 30, 2017, and is renewable thereafter by mutual consent.  Expense 
under this agreement was $68,466 and $38,520 for the years ended June 30, 2014 and 
2013, respectively. 
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COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 
 
(6) Leases 
 
 The School leases certain items of office equipment under operating leases.  For the years 

ended June 30, 2014 and 2013, rent expense under these leases was $7,330 and $6,903, 
respectively.  Future minimum lease obligations for non-cancellable operating leases 
with an initial lease term in excess of one year are as follows: 

 
   Year Ending June 30: 
     2015 ..................................................................... $ 3,998 
     2016 .....................................................................  3,998 
     2017 .....................................................................  2,999 
 
 
 (7) Related Party Transactions 
 
 The School purchased various supplies from a company whose owner is related to a 

management employee of the School.  Total purchases for the years ended June 30, 
2014 and 2013 were $15,912 and $17,788, respectively.  At June 30, 2014, there was a 
balance owing to this vendor of $1,839.   

 
 
(8) Retirement Plans 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are multiple-employer defined benefit retirement plans 
governed by the State of Indiana and administered by the Indiana Public Retirement 
System (“INPRS”) Board.  Contribution requirements of plan members are established 
by the INPRS Board.  For the years ended June 30, 2014 and 2013, the School 
contributed 7.5% of compensation for teaching staff to TRF.   The contribution to PERF 
for other employees was 8.25% of compensation until December 31, 2013, and 9.75% 
thereafter.  Substantially all full-time employees are eligible to participate.  Retirement 
plan expense was $138,169 and $99,773 for the years ended June 30, 2014 and 2013, 
respectively. 
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COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 
 
(9) Restricted Net Assets 
 
 Temporarily restricted net assets represent contributions that have been received but not 

expended for the identified purposes or have been donated for use in future periods.  
Temporarily restricted net assets as of June 30, 2014 and 2013 were available for the 
following purposes: 

                                                                                     2014                2013 
 
   Community activities ............................................  $  1,484  1,612   
   Teen technology computers ..................................  -  5,280 
   Scholarships ..........................................................  4,075  3,575 
   Teen support group ................................................  2,243  2,010 
   School functions ....................................................  2,381  1,224 
  For use in subsequent periods ...............................            -  56,000 
 
     $ 10,183  69,701  
        
 During 2014 and 2013, net assets of $64,329 and $62,966, respectively, were released 

from restriction by incurring expenses satisfying the restricted purposes or due to the 
passage of time. 

 
 
(10) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Floyd and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 Like other public funded schools, the majority of revenues relate to legislation enacted by 

the State of Indiana or grants awarded under federal programs.  Changes in state or 
federal legislation could significantly affect the School.  Additionally, the School is 
subject to monitoring and audit by state and federal agencies.  Those examinations may 
result in additional liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana. In addition, deposits 
maintained at Stock Yards Bank & Trust generally exceed the FDIC insurance limit. 
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COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 
 
(11) Functional Expense Reporting 
 
 The costs of providing the educational activities are summarized below on a functional 

basis for the years ended June 30, 2014 and 2013.  Certain expenses have been allocated 
among the programs and services benefited.   

 
                                                                                      2014                                 
                                                           Program        Management           
                                                           Services         and General    Fundraising 
  
 Salaries and wages ............................  $1,502,087 264,801         - 
 Employee benefits ............................  363,262 64,040  - 
 Staff development and  
       recruitment ......................................  17,058 -  - 
 Professional fees ...............................  53,795 6,133  - 
 Program expenses .............................  15,844 -  - 
 Supplies ............................................  85,562 12,271  - 
 Travel  ..............................................  - 4,211  - 
 Dues, licenses, and 
    subscriptions ..................................  - 91,002  - 
 Occupancy ........................................  143,919 -  - 
 Insurance ..........................................  -  27,575  - 
 Minor equipment ..............................  50,667 -  - 
 Interest ..............................................  279,484 -  - 
 Depreciation .....................................  288,192 -  - 
 Fundraising .......................................  - -  28,038 
 Other .................................................       26,156   34,395            -           
   
                                                               $2,826,026 504,428  28,038  
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COMMUNITY MONTESSORI, INC. 
 

Notes to Financial Statements 
 
 

(11) Functional Expense Reporting, Continued 
 
                                                                                      2013                                 
                                                           Program        Management           
                                                           Services         and General    Fundraising 
  
 Salaries and wages ............................  $1,283,275 244,154         - 
 Employee benefits ............................  320,592 47,362  - 
 Staff development and  
       recruitment ......................................  5,223 -  - 
 Professional fees ...............................  63,140 24,925  - 
 Program expenses .............................  11,813 -  - 
 Supplies ............................................  83,380 20,710  - 
 Travel  ..............................................  - 2,077  - 
 Dues, licenses, and 
    subscriptions ..................................  - 64,294  - 
 Occupancy ........................................  120,791 -  - 
 Insurance ..........................................  -  23,800  - 
 Minor equipment ..............................  74,615 -  - 
 Interest ..............................................  347,803 -  - 
 Depreciation .....................................  294,992 -  - 
 Fundraising .......................................  - -  44,589 
 Bad debts ..........................................  - 2,740  - 
 Other .................................................        32,377  26,279           -           
   
                                                               $2,638,001 456,341  44,589  
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COMMUNITY MONTESSORI, INC. 
 

Exit Conference 
 

Year Ended June 30, 2014  
 
 

The contents of this report were discussed on September 9, 2014 with Barbara Burke Fondren 
(School Director), Joanne Kiefer (Administrative Services – Finance Coordinator), and 
Nicole Yates (Board President).  
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STATEMENTS OF FINANCIAL POSITION

2013 2012

ASSETS:

Cash $ 101,622 $ 220,550

Accounts Receivable:

  Temporarily RestrictedState Education Support –      936,016

Grants –      4,078

Unconditional Promise to Give 20,115 22,500

Prepaid Expenses 5,986 22,963

Security Deposit 43,620 43,620

Property and Equipment:

Textbooks 63,982 60,062

Leasehold Improvements 378,668 42,360

Furniture and Equipment 644,975 590,336

1,087,625 692,758

Accumulated Depreciation (271,442) (149,812)

Net Property and Equipment 816,183 542,946

TOTAL ASSETS $ 987,526 $ 1,792,673

LIABILITIES AND NET ASSETS:

Accounts Payable and Accrued Expenses $ 355,073 $ 608,050

Construction Contract Payable 259,518 –      

Long-Term Debt 144,119 1,185,042

Capital Lease Obligation 19,484 59,194

TOTAL LIABILITIES 778,194 1,852,286

NET ASSETS (DEFICIT)

Unrestricted 209,332 (59,613)

TOTAL LIABILITIES AND NET ASSETS $ 987,526 $ 1,792,673

DUNELAND CHARTER SCHOOL, INC.

JUNE 30, 2013 and 2012

d/b/a

DISCOVERY CHARTER SCHOOL

See Accompanying Notes to Financial Statements.
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2013 2012

SUPPORT AND REVENUES:

State Education Support $ 2,379,875 $ 1,872,105

Grant Revenue 549,291 525,502

Student Fees 83,498 76,089

Contributions 3,264 17,069

Other 6,590 10,358

TOTAL SUPPORT AND REVENUES 3,022,518 2,501,123

EXPENSES: 

Program Services:

Eductional Instruction 1,901,850 1,621,194

Education Support 298,745 384,040

Administrative 552,978 459,081

TOTAL  EXPENSES 2,753,573 2,464,315

INCREASE IN NET ASSETS 268,945 36,808

NET ASSETS (DEFICIT) AT BEGINNING OF YEAR (59,613) (96,421)

NET ASSETS (DEFICIT) AT END OF YEAR $ 209,332 $ (59,613)

DUNELAND CHARTER SCHOOL, INC.

Years Ended June 30, 2013 and 2012

STATEMENTS OF ACTIVITIES

d/b/a

DISCOVERY CHARTER SCHOOL

See Accompanying Notes to Financial Statements.
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STATEMENTS OF CASH FLOWS 

2013 2012

CASH FLOWS FROM OPERATING ACTIVITIES:

Increase in Net Assets $ 268,945 $ 36,808

Adjustments to Reconcile Increase in Net Assets to 

 Net Cash Provided (Used) in Operating Activities:

Depreciation 121,630 93,550

Decrease (Increase) in: 

Accounts Receivable (207,288) 110,500

Prepaid Expenses 16,977 (6,179)

Unconditional Promises to Give 2,385 37,500

Increase (Decrease) in:

Accounts Payable and Accrued Expenses (279,084) 24,077

NET CASH PROVIDED (USED) IN OPERATING ACTIVITIES (76,435) 296,256

CASH FLOWS FROM INVESTING ACTIVITIES:

Cash Payments on Construction Contract (65,000) –      

Other Cash Payments for Property and Equipment (70,349) (205,700)

NET CASH USED IN INVESTING ACTIVITIES (135,349) (205,700)

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from State of Indiana Loans 191,922 143,687

Principal Repayments on Long-term Debt (59,356) (56,466)

Principal Reduction of Capital Lease Obligation (39,710) (39,300)

CASH FLOWS PROVIDED BY FINANCING ACTIVITIES 92,856 47,921

NET INCREASE (DECREASE) IN CASH (118,928) 138,477

CASH AT BEGINNING OF YEAR 220,550 82,073

CASH AT END OF YEAR $ 101,622 $ 220,550

SUPPLEMENTAL DISCLOSURES:

Cash Paid for Interest Expense $ 14,563 $ 18,073

NON-CASH INVESTING AND FINANCING ACTIVITIES:

Costs Incurred Under Construction Contract $ 324,518 $ –      

Construction Contract Payable (259,518) –      

Cash Payments on Construction Contract $ 65,000 $ –      

Indiana Common School Fund Debt Forgiveness

Principal $ 1,147,382 $ –      

Accrued Interest 78,696 –      

Total Amount Forgiven $ 1,226,078 $

Deferral of Debt Obligation in Exchange for Service Agreement

Debt Service Payments Reclassified to Trade Payables $ 35,366 $ 29,034

Equipment Obtained Under Capital Lease $ –      $ 40,620

DUNELAND CHARTER SCHOOL, INC.

Years Ended June 30, 2013 and 2012

d/b/a

DISCOVERY CHARTER SCHOOL

See Accompanying Notes to Financial Statements.
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�������		����	 !�	"!# 	̂8BNQ$$OF7F98$:?5?:F:$B8D>8$MDN:857>$F5;89$7A8$=DM?7DB$B8D>8>$D98$D>$@4BB4C>$D7$EF58$GHI$JHKGL$$$ Z8D9$(5;?56$EF58$GHI$$ $$$$JHKY$ P$$$$$$$K[IXJH$$$$JHKS$ $$$$$$$$$$JISYX$$ JHIGTX$+8>>$?57898>7$ $$$$$$$$$$$$_XXỲ$$$$$$P$$$$$$$KWIYXY$$&M89D7?56$+8D>8>$$'A8$]=A44B$B8D>8>$?7>$M89:D5857$@D=?B?7N$D5;$D$:4;FBD9$<F?B;?56Q$$'47DB$9857$8aM85>8$CD>$PJYYIY[W$D5;$PJTGIJHX$;F9?56$7A8$N8D9>$85;8;$EF58$GHI$JHKG$D5;$JHKJI$98>M8=7?̂8BNQ$$$'A8$M89:D5857$@D=?B?7Nb>$D6988:857$?>$D$587$4M89D7?56$B8D>8$8aM?9?56$45$EF58$GHI$JHKSQ$$OF7F98$D55FDB$:?5?:F:$B8D>8$MDN:857>$F5;89$7A8$D6988:857$D98$D>$@4BB4C>L$$ Z8D9$(5;?56$EF58$GHI$$ $$$$JHKY$ P$$$$$JGWIJWJ$$$$JHKS$ $$$$$$JYYIH[X$$$$$$P$$$$$YXGIG[H$$$ W$Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
177



�� �� ��������	
�����	�
�����	��
�	�����	���
�����	
�����	�
����		����	�	�����
���	�������	�	
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Educational Education 2012

Instruction Support Administrative Total Total

Classroom, Kitchen and Office Supplies $ 47,181 $ 10,148 $ 13,465 $ 70,794 $ 50,169

Depreciation 103,386 12,163 6,081 121,630 93,550

Employee Costs

Salaries and Wages 1,087,415 58,262 137,510 1,283,187 1,135,252

Payroll Taxes and Benefits 271,347 15,930 33,801 321,078 294,674

Food Service —  30,914 —  30,914 24,685

Insurance —  —  26,030 26,030 25,492

Interest —  —  57,009 57,009 30,661

Management and Oversight Fees —  —  111,719 111,719 153,286

Miscellaneous —  3,553 3,760 7,313 6,427

Occupancy

Rents 207,172 11,099 26,208 244,479 263,208

Repairs and Maintenance 122,470 6,561 15,494 144,525 142,210

Utilities 34,182 1,831 4,325 40,338 33,859

Professional Services 28,697 81,341 99,733 209,771 143,057

Rentals, Equipment —  11,083 —  11,083 20,182

Staff Development and Recruitment —  7,716 —  7,716 2,353

Telephone —  —  17,843 17,843 17,455

Transportation Service —  48,144 —  48,144 27,795

$ 1,901,850 $ 298,745 $ 552,978 $ 2,753,573 $ 2,464,315

Year Ended June 30, 2013

Year Ended June 30, 2013 

(With Summarized Financial Information for the Year Ended June 30, 2012)

DUNELAND CHARTER SCHOOL, INC.

SCHEDULES OF FUNCTIONAL EXPENSES

d/b/a

DISCOVERY CHARTER SCHOOL

 12
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INDEPENDENT AUDITOR’S REPORT 
 
 
The Board of Directors 
Lighthouse Academies of Northwest Indiana, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of East Chicago Lighthouse Charter 
School (an operating component of Lighthouse Academies of Northwest Indiana, Inc., a not-for-
profit corporation), which comprise of statements of financial position as of June 30, 2014 and 
2013, and the related statements of activities and cash flows for the years then ended, and the 
related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of East Chicago Lighthouse Charter School as of June 30, 
2014 and 2013, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The accompanying schedule of expenditures of federal awards, as required by 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and 
Non-Profit Organizations, is presented for purposes of additional analysis and is not a 
required part of the financial statements.  Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the financial statements.  The information has been subjected to 
the auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the information is fairly 
stated, in all material respects, in relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
February 12, 2015 on our consideration of East Chicago Lighthouse Charter School’s internal 
control over financial reporting and on our tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements and other matters.  The purpose of that 
report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering East Chicago 
Lighthouse Charter School’s internal control over financial reporting and compliance. 

            
Indianapolis, IN 
February 12, 2015 

 
 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
185



Assets 2014 2013

Current assets:
Cash and cash equivalents 480,808$       244,138         
Accounts receivable:

Grants 158,404         95,869           
Other 28,637           88,733           

Prepaid expenses 20,000           21,685           
Total current assets 687,849         450,425         

Security deposit -                     8,000             

Property and equipment:
   Land 418,800         -                     
   Building and improvements 2,554,510      -                     

Leasehold improvements -                     628,933         
Furniture and equipment 166,646         157,710         
Less: accumulated depreciation (201,082)        (345,876)        

Property and equipment, net 2,938,874      440,767         

3,626,723$    899,192         

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 397,948$       256,509         
Current portion of long-term debt 250,000         -                     
Current portion of capital lease obligations 8,259             -                     
Refundable advances 47,332           20,417           

Total current liabilities 703,539         276,926         

Deferred rent payable -                     181,603         
Long-term debt -                     250,000         
Capital lease obligations 2,591,741      -                     

Total liabilities 3,295,280      708,529         

Unrestricted net assets 331,443         190,663         

 3,626,723$    899,192         

EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL

Statements of Financial Position

June 30

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
186



Revenue and Support 2014 2013

State education support 3,140,108$    4,316,585      
Grant revenue 1,083,782      1,390,035      
Student fees 19,779           43,392           
Fundraising income 31,564           66,548           
Other 215                73                  

Total revenue and support 4,275,448      5,816,633      

Expenses

Program services 2,872,427      4,506,504      
Management and general 1,244,105      1,098,408      
Fundraising 18,136           38,979           

Total expenses 4,134,668      5,643,891      

Change in net assets before non-operating expense 140,780         172,742         

Non-Operating Expense

Loss due to changes in legislative funding -                     (23,603)          

Increase in net assets 140,780         149,139         

Net assets, beginning of year 190,663         41,524           
 
Net assets, end of year 331,443$       190,663         

EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL

Statements of Activities

Year Ended June 30
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Operating Activities 2014 2013

Change in net assets 140,780$       149,139         
Adjustments to reconcile change in net assets

to cash flows from operating activities:
Loss due to changes in legislative funding -                     23,603           
Contribution of capital assets (162,207)        -                     
Depreciation 91,433           94,437           
Change in:

Accounts receivable (2,439)            (409,194)        
Prepaid expenses 9,685             79,595           
Accounts payable and accrued expenses 141,439         (11,174)          
Refundable advances 26,915           1,631             
Deferred rent payable -                     (10,653)          

Net cash provided (used) by operating activities 245,606         (82,616)          
  
Investing Activities

Purchase of property and equipment (8,936)            -                     
Net cash used by investing activities (8,936)            -                     

Net increase (decrease) in cash 236,670         (82,616)          

Cash and cash equivalents, beginning of year 244,138         326,754         

Cash and cash equivalents, end of year 480,808$       244,138         
  

Supplemental disclosures:
Cash paid for interest expense 255,563$       11,250           

Non-cash investing and financing activities:
Land and building acquired under capital lease 2,600,000$    -                     

EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL

Statements of Cash Flows

Year Ended June 30
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 East Chicago Lighthouse Charter School (the "School") is a public charter school 

established under Indiana Code 20-24 and sponsored by Ball State University.  The 
sponsor has granted a charter to the School's organizer, Lighthouse Academies of 
Northwest Indiana, Inc. ("LANWI"), a public benefit not-for-profit organization 
incorporated under the laws of the State of Indiana.  LANWI is the organizer and 
governing body of two charter schools located in Indiana that were assumed from 
Lighthouse Academies of Indiana, Inc. as of July 1, 2013.  LANWI has entered into a 
service agreement with Lighthouse Academies, Inc., a not-for-profit organization 
incorporated in the State of Delaware to provide educational, managerial, legal, and 
financial services to the School. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary. 

 
 Cash and Cash Equivalents 
 
 Cash and cash equivalents consist of cash held in bank accounts and short-term, highly 

liquid investments with original maturities of three months or less. 
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
  

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Subsequent Events 
 
 The School evaluated subsequent events through February 12, 2015, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required.   

 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

  
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$5,000 are charged to expense as incurred.   

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.  The estimated useful lives generally are as follows: 
 
   Building and improvements .......................  30 years 
    Leasehold improvements ............................  10 years 
    Furniture and equipment ............................  5 years 
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
  

Notes to Financial Statements 
 
 
(1) Summary of Significant Accounting Policies, Continued 
 
 Deferred Rent Payable 
 
 The operating lease on the school facility contained a provision for future rent increases.  

In accordance with generally accepted accounting principles, the School recorded 
monthly rent expense equal to the total payments due over the lease term, divided by 
the number of months of the lease term.  The difference between rent expense and 
recorded and the amount paid was reflected as deferred rent payable in the 
accompanying statements of financial position.  With the execution of a new capital 
lease on the school facility (see Note 4), the balance of the deferred rent payable has 
been recorded in the cost of the building. 

 
 Taxes on Income 
 
 Lighthouse Academies of Northwest Indiana, Inc. has received a determination from the 

U.S. Treasury Department stating that it qualifies under the provisions of Section 
501(c)(3) of the Internal Revenue Code as a tax-exempt organization; however, the 
organization would be subject to tax on income unrelated to its tax-exempt purpose.  
For the years ended June 30, 2014 and 2013, no accounting for federal and state income 
taxes was required to be included in the accompanying financial statements. 

 
  Professional accounting standards require Lighthouse Academies of Northwest Indiana, 

Inc. to recognize a tax liability only if it is more likely than not the tax position would 
be sustained in a tax examination, with a tax examination being presumed to occur.  The 
amount recognized is the largest amount of tax liability that is greater than 50% likely 
of being realized on examination.  For tax positions not meeting the more-likely-than-
not test, no tax liability is recorded.  Lighthouse Academies of Northwest Indiana, Inc. 
has examined this issue and has determined that there are no material contingent tax 
liabilities or questionable tax positions.   
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
  

Notes to Financial Statements 
 

 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in monthly installments in the calendar year following the 
start of the academic school year.  As such, the School followed the practice of 
recognizing at June 30 of each year a receivable for payments to be made to the School 
in the subsequent July through December time period, which represented amounts due 
for services rendered.  Effective July 1, 2013, charter school funding is paid following 
the State of Indiana fiscal year of July to June, which is similar to the School’s 
academic year.  As part of this legislative amendment, the funding owed to the School 
under prior legislation for the period July to December 2013 was eliminated. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a loss due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans ...................................   $1,869,187 
   Repayment of accrued interest on Common School Fund loans ....      265,503 
       2,134,690 
   Elimination of School funding .......................................................   (2,158,293) 
   
          $  (23,603)  
 
 
(3) Long-Term Debt 
 
 Long-term debt at June 30, 2014 and 2013 was comprised of a note payable to Lighthouse 

Academies, Inc. in the amount of $250,000.  Lighthouse Academies, Inc. is under 
contract to manage the School.  The note provides for monthly interest payments at 
4.5% per annum.  Principal payments are due and payable at such times as the School 
has unencumbered funds to make a payment when considering other debts then 
currently owing.  The remaining unpaid balance is due in November 2014.  The note is 
secured by certain items of personal property.   
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
  

Notes to Financial Statements 
 
 

(4) Leases 
 
 In July 2010, the School executed a 10-year sublease with East Chicago Lighthouse 

Facility, LLC on a building used as its school facility.  East Chicago Lighthouse 
Facility, LLC is indirectly owned by Lighthouse Academies, Inc., which provides 
management services to the School.  The lease required initial minimum monthly 
payments of $15,000, with an annual escalator of 2%. 

 
 The School also executed a lease agreement with the Roman Catholic Diocese of Gary 

with regard to a second facility that became effective July 15, 2011.  This lease required 
minimum monthly rental of $8,334 and expired on July 14, 2013. 

 
 On August 28, 2013, the land and building comprising the school facility was acquired by 

CFM – NW Indiana, LLC, an entity controlled by CFM, Inc.  CFM, Inc. was created by 
the School’s management company, Lighthouse Academies, Inc., to provide facilitation 
and operational support of charter schools.  CFM, Inc. and Lighthouse Academies, Inc. 
have common management personnel, but are governed by independent boards of 
directors. 

 
 Coincident with the purchase of the facility by CFM – NW Indiana, LLC, the existing 

lease was cancelled and the School entered into a new 30-year lease agreement with 
CFM – NW Indiana, LLC on the same facility, which is accounted for as a capital lease.  
Under the lease agreement, CFM – NW Indiana, LLC agreed to make improvements to 
the facility at an approximate cost of $3,300,000.  The lease requires the School to 
make rental payments equal to CFM – NW Indiana, LLC’s debt service obligation on 
bonds that it issued to purchase the facility.  In addition, the School is responsible for 
utilities, maintenance, and insurance.  The School has the option to purchase the facility 
at any time for $1 plus the remaining balance due on the bond debt.  At June 30, 2014, 
the cost and accumulated depreciation relating to these assets were $2,811,103 and 
$66,453, respectively. 
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
  

Notes to Financial Statements 
 
 
(4) Leases, Continued 
 
 Following is a schedule of future minimum lease payments under this capital lease and 

the present value of the net minimum lease payments as of June 30, 2014: 
 
  Year Ended June 30: 
  2015  .................................................................  $   335,273 
  2016  .................................................................  334,898 
  2017  .................................................................  334,810 
  2018  .................................................................  335,622 
  2019  .................................................................  335,185 
  Thereafter .........................................................    8,378,007 
     10,053,795 
 Less: amount representing interest ......................  (7,453,795 ) 
 
     $ 2,600,000 
 
 The School also leases textbooks, furniture and equipment on a regular basis.  These 

leases are accounted for as operating leases and require monthly payments over a period 
of three years.  Total lease expense under operating leases for the years ended June 30, 
2014 and 2013 was $72,714 and $322,483, respectively.  Obligations under operating 
leases as of June 30, 2014 totaled $6,882 due in 2015. 

 
 
(5) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support.  Expense under this agreement 
was $55,777 and $64,749 for the years ended June 30, 2014 and 2013, respectively.  
The charter remains in effect until June 30, 2016, and is renewable thereafter by mutual 
consent. 

 
 Lighthouse Academies of Northwest Indiana, Inc. ("LANWI") has contracted with 

Lighthouse Academies, Inc. to provide management, administrative, and educational 
programming services for each of its schools.  Under the terms of the agreement, 
LANWI has agreed to pay an amount equal to 7.5% of revenues, as defined, for such 
services.  Payments under this agreement were $283,984 and $400,104 for the years 
ended June 30, 2014 and 2013, respectively.  This agreement remains in effect until 
June 30, 2016. 
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
  

Notes to Financial Statements 
 
 
(6) Retirement Plan 
 
 All School personnel are employees of Lighthouse Academies, Inc., which provides 

management services to the School.  School personnel are eligible to participate in the 
Lighthouse Academies, Inc. Section 401(k) retirement plan.  Under the plan, the School 
will match 100% of employee contributions not to exceed 4% of compensation for the 
plan year.  Additional contributions may be made to the plan at the discretion of the 
LANWI board of directors.  No discretionary contributions were made in 2014 and 
2013.  Retirement plan expense for the years ended June 30, 2014 and 2013 was 
$33,219 and $40,554, respectively. 

 
 
(7) Refundable Advances 
 
 The School has been awarded grants from the Indiana Department of Education and other 

sources to provide educational instruction.  The grants are considered to be exchange 
transactions.  Accordingly, revenue is recognized when earned and expenses are 
recognized as incurred.  At June 30, 2014 and 2013, the School had refundable grant 
advances in excess of expenditures of $47,332 and $20,417, respectively. 

 
 
(8) Risks and Uncertainties 
 
 The School provides education services to families residing in Lake and surrounding 

counties in Indiana, and is subject to the risks of economic and competitive forces at 
work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the accounts receivable balance was due from the State of Indiana.  
Cash deposits are maintained at J.P. Morgan Chase Bank and BMO Harris Bank and are 
insured up to the FDIC insurance limit. 
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statements of activities.  Accordingly, certain expenses have been allocated 
among the programs and services benefited.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                                                                     2014                                                   
                        Program      Management   Fund- 
                                                                                Services      and General    raising 
 
   Salaries and wages ............................................ $   1,556,435        396,646 - 
   Employee benefits ............................................  353,889 90,186 - 
   Staff development and recruitment ..................  30,115 - - 
   Academic services - Lighthouse Academies ....  - 289,743 - 
   Authorizer’s oversight fee ................................  - 55,777 - 
   Food service .....................................................  250,144 - - 
   Transportation service ......................................  154,928 - - 
   Other professional services ..............................  3,913 46,894 - 
   Property and textbook rental ............................  78,559 - - 
   Classroom, kitchen and office supplies ............  150,943 7,054 - 
   Occupancy ........................................................  198,026 50,469 - 
   Depreciation .....................................................  72,864 18,569 - 
   Interest ..............................................................  - 255,563 - 
   Other  ..............................................................       22,611      33,204  18,136 
    
                                                                                   $2,872,427 1,244,105 18,136            
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting, Continued 
 
                                                                                                     2013                                                   
                        Program      Management   Fund- 
                                                                                Services      and General    raising 
 
   Salaries and wages ............................................  $2,224,977 301,494 - 
   Employee benefits ............................................  466,360 63,194 - 
   Staff development and recruitment ..................  78,649 - - 
   Academic services - Lighthouse Academies ....  - 406,301 - 
   Authorizer’s oversight fee ................................  - 64,749 - 
   Food service .....................................................  392,540 - - 
   Transportation service ......................................  248,503 - - 
   Other professional services ..............................  150,724 61,086 - 
   Property and textbook rental ............................  59,528 - - 
   Classroom, kitchen and office supplies ............  205,316 15,423 - 
   Occupancy ........................................................  529,956 71,811 - 
   Depreciation .....................................................  83,168 11,270 - 
   Interest ..............................................................  - 67,173 - 
   Other  ..............................................................       66,783     35,907   38,979 
    
                                                                                   $4,506,504 1,098,408 38,979            
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Pass-Through Total
Federal Entity Federal

Federal Grantor Agency/Pass-Through Entity/ CFDA Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended

U.S. DEPARTMENT OF AGRICULTURE
Pass-Through Indiana Department of Education

Child Nutrition Cluster
School Breakfast Program 10.553 86,002$       
National School Lunch Program 10.555 185,693       

Total for cluster 271,695       

Fresh Fruit and Vegetable Program 10.582 18,851         
Total for federal grantor agency 290,546       

U.S. DEPARTMENT OF EDUCATION
Pass-Through Indiana Department of Education

Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 12-9595/13-9595 407,934       

Special Education Cluster
Special Education - Grants to States 84.027 14214-501-PN01 79,853         

Charter Schools Program 84.282 2,919           

English Language Acquisition Grants 84.365 17,240         

Improving Teacher Quality State Grants 84.367 51,573         
Total for federal grantor agency 559,519       

Total federal awards expended 850,065$     

EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2014
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
 

Notes to the Schedule of Expenditures of Federal Awards 
 

Year Ended June 30, 2014  
 
 

(1) Basis of Presentation 
 
  The accompanying schedule of expenditures of federal awards (the “Schedule”) includes 

the federal grant activity of East Chicago Lighthouse Charter School (the “School”) 
under programs of the federal government for the year ended June 30, 2014.  The 
information in this schedule is presented in accordance with the requirements of the 
Office of Management and Budget (OMB) Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations.  Because the Schedule presents only a 
selected portion of the operations of the School, it is not intended to and does not 
present the financial position, changes in net assets or cash flows of the School. 

 
 
(2) Summary of Significant Accounting Policies 
 
  Expenditures reported on the Schedule are reported on the accrual basis of accounting.  

Such expenditures are recognized following the cost principles contained in OMB 
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. 
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INDEPENDENT AUDITOR’S 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 
 
 

The Board of Directors 
Lighthouse Academies of Northwest Indiana, Inc. 
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of East Chicago Lighthouse Charter School (the “School”), which comprise the 
statement of financial position as of June 30, 2014, and the related statements of activities, and 
cash flows for the year then ended, and the related notes to the financial statements, and have 
issued our report thereon dated February 12, 2015. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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 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 corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from 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 tests disclosed no 
instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the 
organization’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

            
Indianapolis, IN 
February 12, 2015 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB 

CIRCULAR A-133 
 
 

The Board of Directors 
Lighthouse Academies of Northwest Indiana, Inc. 
 
Report on Compliance for Each Major Federal Program 
 
We have audited East Chicago Lighthouse Charter School’s (the “School”) compliance with 
the types of compliance requirements described in the OMB Circular A-133 Compliance 
Supplement that could have a direct and material effect on each of the School’s major federal 
programs for the year ended June 30, 2014. The School’s major federal programs are identified 
in the summary of auditor’s results section of the accompanying schedule of findings and 
questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about the School s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances. 
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We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination of the 
School’s compliance. 
 
Opinion on Each Major Federal Program 
 
In our opinion, East Chicago Lighthouse Charter School complied, in all material respects, 
with the types of compliance requirements referred to above that could have a direct and 
material effect on each of its major federal programs for the year ended June 30, 2014. 
 
Report on Internal Control Over Compliance 
 
Management of East Chicago Lighthouse Charter School is responsible for establishing and 
maintaining effective internal control over compliance with the types of compliance 
requirements referred to above. In planning and performing our audit of compliance, we 
considered the School’s internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an 
opinion on compliance for each major federal program and to test and report on internal 
control over compliance in accordance with OMB Circular A-133, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, 
we do not express an opinion on the effectiveness of the School’s internal control over 
compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a 
type of compliance requirement of a federal program on a timely basis. A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal 
control over compliance is a deficiency, or a combination of deficiencies, in internal control 
over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal control over compliance, yet important enough to 
merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control over compliance that might be material weaknesses or significant 
deficiencies. We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 
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The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other 
purpose. 

           
Indianapolis, IN 
February 12, 2015 
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
 

Schedule of Findings and Questioned Costs 
 

 Year Ended June 30, 2014 
 

I.  Summary of Auditor’s Results 
 
 
Financial Statements 
 
Type of auditor’s report issued: Unmodified          
 
Internal control over financial reporting: 
 
 Material weaknesses: None Reported 
     
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
 
Noncompliance noted which is material  
 to financial statements: No 
    
Federal Awards 
 
Internal control over major programs: 
 
 Material weaknesses: None Reported 
    
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
    
Type of auditor’s report issued on compliance 
 for major program: Unmodified 
 
Audit findings disclosed that are required 
 to be reported in accordance with section 
 510(a) of Circular A-133: No 
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014 
 

I.  Summary of Auditor’s Results, Continued 
 
 
Identification of major programs: 
 
   CFDA Number                                            Name of Federal Program or Cluster 
 
       Title I, Part A Cluster 
 84.010      Grants to Local Educational 
         Agencies  
  

 
Dollar threshold used to distinguish 
 between Type A and Type B programs:     $300,000 
 
Auditee qualified as low-risk auditee: Yes 
 
 

II.  Financial Statement Findings 
 
No matters were reportable. 
 
 

III.  Federal Award Findings and Questioned Costs 
 
No matters were reportable. 
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EAST CHICAGO LIGHTHOUSE CHARTER SCHOOL  
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The reports presented herein were prepared in addition to another official report prepared for 
the school as listed below: 
 

Supplemental Audit Report of East Chicago Lighthouse Charter School 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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As of the date of this 2013-14 Accountability Report, East Chicago Urban Enterprise Academy is currently 
undergoing an audit by Fitzgerald and Isaac (now Donovan, P.C.)  The 2011 audit is currently in process and 
the 2012, 2013 and 2014 audits will be performed by the same firm.  On November 10, 2015, it was determined 
and supported by the Indiana State Board of Accounts, that Donovan, P.C. will begin auditing financials for the 
2014-15 fiscal year and work backwards until all audits have been completed.

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
208



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
209



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
210



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
211



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
212



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
213



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
214



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
215



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
216



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
217



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
218



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
219



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
220



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
221



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
222



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
223



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
224



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
225



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
226



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
227



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
228



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
229



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
230



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
231



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
232



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
233



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
234



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
235



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
236



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
237



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
238



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
239



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
240



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
241



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
242



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
243



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
244



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
245



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
246



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
247



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
248



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
249



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
250



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
251



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
252



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
253



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
254



Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
255



 

 
 
 
 

 
 

 
 
 
DR. ROBERT H. FAULKNER ACADEMY, INC. 
 
Financial Statements  
 
June 30, 2014 and 2013 
 
 
 
 

 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
256



Page
Independent Auditor's Report 1-2

Financial Statements:
Statements of Financial Position 3
Statements of Activities 4
Statements of Cash Flows 5
Notes to Financial Statements 6-12

Other Reports 13

DR. ROBERT H. FAULKNER ACADEMY, INC.

Table of Contents

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
257



 

       -1- 

 
 
 
 
 
 
 
 
 

 
INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Dr. Robert H. Faulkner Academy, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Dr. Robert H. Faulkner Academy, 
Inc., which comprise the statements of financial position as of June 30, 2014 and 2013, and the 
related statements of activities and cash flows for the years then ended, and the related notes to 
the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Dr. Robert H. Faulkner Academy, Inc. as of June 30, 2014 and 2013 
and the changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

             
Indianapolis, IN 
December 26, 2014 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
259



Assets 2014 2013

Current assets:
Cash 394,630$      390,148        
Grants receivable 20,926          10,906          
Prepaid expense 13,332          786               

  Total current assets 428,888        401,840        

Property and equipment:
Furniture and equipment 364,857        330,249        
Leasehold improvements 24,341          3,750            
Textbooks 114,473        114,473        
Less: accumulated depreciation (440,409)       (394,625)       

Property and equipment, net 63,262          53,847          

 492,150$      455,687        

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 102,348$      101,011        

Total current liabilities 102,348        101,011        

Unrestricted net assets 389,802        354,676        

 492,150$      455,687        

DR. ROBERT H. FAULKNER ACADEMY, INC.

Statements of Financial Position

June 30
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Revenue and Support 2014 2013

State education support 1,257,580$    1,232,350     
Grant revenue 182,966         375,852        
Student fees 21,199           24,367          
Contributions 25,372           4,990            

Total revenue and support 1,487,117      1,637,559     

Expenses

Program services 1,084,207      1,194,034     
Management and General 367,784         368,981        

Total expenses 1,451,991      1,563,015     

Change in net assets before non-operating revenue 35,126           74,544          

Non-Operating Revenue

Gain due to changes in legislative funding -                     98,108          

Change in net assets 35,126           172,652        

Net assets, beginning of year 354,676         182,024        
 
Net assets, end of year 389,802$       354,676        

DR. ROBERT H. FAULKNER ACADEMY, INC.

Statements of Activities

Year Ended June 30
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Operating Activities 2014 2013

Change in net assets 35,126$         172,652        
Adjustments to reconcile change in net assets

to cash flows from operating activities:
Gain due to changes in legislative funding -                     (98,108)         
Depreciation 45,784           67,884          
Change in:

Grants receivable (10,020)          (7,547)           
Prepaid expense (12,546)          (92)                
Accounts payable and accrued expenses 1,337             20,142          
Refundable advances -                     (200)              

Net cash provided by operating activities 59,681           154,731        

Investing Activities

Purchases of property and equipment (55,199) (22,600)
Net cash used by investing activities (55,199)          (22,600)         

Net increase in cash 4,482             132,131        

Cash, beginning of year 390,148         258,017        

Cash, end of year 394,630$       390,148        

DR. ROBERT H. FAULKNER ACADEMY, INC.

Statements of Cash Flows

Year Ended June 30
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DR. ROBERT H. FAULKNER ACADEMY, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Dr. Robert H. Faulkner Academy, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and is sponsored by Ball 
State University. The School has contracted The Leona Group, LLC to provide 
management and administrative services.   

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which educational services are rendered.  

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Grants Receivable 
 
 Grants receivable relate primarily to activities funded under federal grants and legislation 

enacted by the State of Indiana.  The School believes that it is operating in compliance 
with regulatory requirements and as such no allowance for doubtful accounts is deemed 
necessary.  
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DR. ROBERT H. FAULKNER ACADEMY, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Taxes on Income 
 
 Dr. Robert H. Faulkner Academy, Inc. has received a determination from the U.S. 

Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) 
of the Internal Revenue Code as a tax-exempt organization; however, the School would 
be subject to tax on income unrelated to its tax-exempt purpose.  For the years ended 
June 30, 2014 and 2013, no accounting for federal and state income taxes was required 
to be included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012, and 2011 
are open to audit for both federal and state purposes. 

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Furniture and equipment ............................  3 to 4 years 
    Textbooks ...................................................  4 years  
    Leasehold improvements ............................  5 years  
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DR. ROBERT H. FAULKNER ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Subsequent Events 
 
  The School evaluated subsequent events through December 26, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July 
to December 2013 was eliminated. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans .....................................  $615,882 
   Repayment of accrued interest on Common School Fund loans .....      98,541 
       714,423 
   Elimination of School funding .........................................................  (616,315 ) 
 
       $  98,108    
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DR. ROBERT H. FAULKNER ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(3) Leases 
 
 The School leases its school facility as well as certain items of office equipment under 

operating leases for terms from four to five years.  Expense under operating leases for 
the years ended June 30, 2014 and 2013 was $105,328 and $98,922, respectively.  
Future minimum lease obligations for noncancelable operating leases with initial lease 
terms in excess of one year are as follows: 

 
  Year Ending June 30: 
    2015 ............................................................  $104,922 
    2016 ............................................................  102,000 
    2017 ............................................................  102,000 
    2018 ............................................................  102,000 
 
 
 (4) Retirement Plans 
 
 All School personnel are employees of The Leona Group, LLC, which provides 

management services to the School.  School personnel are eligible to participate in The 
Leona Group, LLC Section 401(k) Plan.  Under the plan, the School matches employee 
contributions dollar-for-dollar up to 6% of base compensation.  Substantially all full-
time employees are eligible to participate.  Retirement plan expense was $7,115 and 
$6,035 for the years ended June 30, 2014 and 2013, respectively. 
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DR. ROBERT H. FAULKNER ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(5) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support received.  Expense under this 
charter agreement was $25,510 and $17,850 for the years ended June 30, 2014 and 
2013, respectively.  The charter remains in effect until June 30, 2018, and is renewable 
thereafter by mutual consent. 

 
 The School has contracted with The Leona Group, LLC to provide on-going consulting 

services with regard to school administration and management, training, and grant 
writing.  Under the terms of the agreement, the School has agreed to pay an amount 
equal to 2% of revenues, as defined, for these services.  Such fees for the years ended 
June 30, 2014 and 2013 were $25,152 and $24,103, respectively.  Additionally, the 
School has also contracted with The Leona Group, LLC to provide employee leasing 
services.  Under the terms of the agreement, the School has agreed to pay an amount 
equal to 4% of revenues, as defined, for this service.  Such fees for the years ended June 
30, 2014 and 2013 were $50,303 and $48,207, respectively. 

 
 
 (6) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Grant and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the receivable balance was due from the State of Indiana.  Cash 
deposits are maintained at STAR Financial Bank and are insured up to the FDIC 
insurance limit. 
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DR. ROBERT H. FAULKNER ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(7) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and/or service for the years ended June 30, 2014 and 2013: 

 
                                                          2014                                                
           Program                   Management 
            Services                   and General    
 
 Salaries and wages ...................................  $   521,880 150,896  
 Employee benefits ...................................  157,161 46,183 
 Professional services ...............................  50,871 94,326 
 Staff development and recruitment .........  4,272 55 
 Equipment ...............................................  21,933 - 
 Authorizer oversight fee ..........................  - 25,510 
 Administrative service fee .......................  - 25,152 
 Food costs ................................................  76,348 - 
 Repairs and maintenance .........................  58,449 - 
 Classroom, kitchen and office supplies ...  23,929 5,133 
 Occupancy ...............................................  119,730 - 
 Depreciation ............................................  45,784 - 
 Insurance .................................................       -            14,940 
 Other ........................................................        3,850    5,589 
 
      $ 1,084,207   367,784   
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DR. ROBERT H. FAULKNER ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(7) Functional Expense Reporting, Continued 
 
                                                          2013                                                
           Program                   Management 
            Services                   and General    
 
 Salaries and wages ...................................  $    601,829 143,281  
 Employee benefits ...................................  182,457 44,450 
 Professional services ...............................  74,659 84,326 
 Staff development and recruitment .........  3,106 150 
 Equipment ...............................................  10,426 - 
 Authorizer oversight fee ..........................  - 17,850 
 Administrative service fee .......................  - 24,103 
 Food costs ................................................  75,470 - 
 Repairs and maintenance .........................  24,198 - 
 Classroom, kitchen and office supplies ...  38,042 10,237 
 Occupancy ...............................................  114,668 - 
 Depreciation ............................................  67,884 - 
 Interest .....................................................  -               24,635 
 Insurance .................................................       -            13,857 
 Other ........................................................        1,295    6,092 
 
      $ 1,194,034   368,981   
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DR. ROBERT H. FAULKNER ACADEMY, INC. 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The report presented herein was prepared in addition to another official report prepared for 
the school as listed below: 
 

Supplemental Audit Report of Dr. Robert H. Faulkner Academy, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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Financial Statements and Federal Single Audit Report 
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INDEPENDENT AUDITOR’S REPORT 
 
 
The Board of Directors 
Lighthouse Academies of Northwest Indiana, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Gary Lighthouse Charter School 
(an operating component of Lighthouse Academies of Northwest Indiana, Inc., a not-for-profit 
corporation), which comprise of statements of financial position as of June 30, 2014 and 2013, 
and the related statements of activities and cash flows for the years then ended, and the related 
notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Gary Lighthouse Charter School as of June 30, 2014 and 2013, and 
the changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The accompanying schedule of expenditures of federal awards, as required by Office 
of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, is presented for purposes of additional analysis and is not a required part 
of the financial statements.  Such information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to prepare 
the financial statements.  The information has been subjected to the auditing procedures applied 
in the audit of the financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used 
to prepare the financial statements or to the financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United 
States of America.  In our opinion, the information is fairly stated, in all material respects, in 
relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
February 12, 2015 on our consideration of Gary Lighthouse Charter School’s internal control 
over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements and other matters.  The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance 
and the results of that testing, and not to provide an opinion on internal control over financial 
reporting or on compliance.  That report is an integral part of an audit performed in accordance 
with Government Auditing Standards in considering Gary Lighthouse Charter School’s internal 
control over financial reporting and compliance. 

            
Indianapolis, IN 
February 12, 2015 
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Assets 2014 2013

Current assets:
Cash and cash equivalents 1,715,557$    1,577,953      
Accounts receivable:

Grants 779,348         89,021           
Other 66,123           -                     

Prepaid expenses 65,975           74,752           
Total current assets 2,627,003      1,741,726      

Property and equipment:
Land 826,400         19,618           
Buildings and improvements 10,552,782    362,090         
Furniture and equipment 835,369         316,680         
Less: accumulated depreciation (755,457)        (319,069)        

Property and equipment, net 11,459,094    379,319         

 14,086,097$  2,121,045      

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 1,317,028$    435,249         
Current portion of capital lease obligations 36,993           -                     
Refundable advances 53,707           46,786           

Total current liabilities 1,407,728      482,035         

Capital lease obligations 10,663,007    -                     
Total liabilities 12,070,735    482,035         

Unrestricted net assets 2,015,362      1,639,010      

 14,086,097$  2,121,045      

GARY LIGHTHOUSE CHARTER SCHOOL

Statements of Financial Position

June 30
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Revenue and Support 2014 2013

State education support 11,501,485$  5,343,488      
Grant revenue 2,994,867      1,836,907      
Student fees 35,098           24,823           
Fundraising income 54,465           28,255           
Other 1,580             211                
  Total revenue and support 14,587,495    7,233,684      

Expenses

Program services 10,479,346    5,768,174      
Management and general 3,944,499      1,417,938      
  Total expenses 14,423,845    7,186,112      

Change in net assets before non-operating revenue 163,650         47,572           

Non-Operating Revenue

Gain due to changes in legislative funding -                     487,468         

Change in net assets 163,650         535,040         

Net assets, beginning of year 1,639,010      1,103,970      
Transfer of assets from the West Gary charter school 212,702         -                     
 
Net assets, end of year 2,015,362$    1,639,010      

GARY LIGHTHOUSE CHARTER SCHOOL

Statements of Activities

Year Ended June 30
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Operating Activities 2014 2013

Change in net assets 163,650$       535,040         
Adjustments to reconcile change in net assets
 to cash flows from operating activities:

Gain due to changes in legislative funding -                     (487,468)        
Contribution of capital assets (345,988)        -                     
Depreciation 407,541         95,929           
Change in:

Accounts receivable (756,450)        (160,884)        
Prepaid expenses 121,826         (36,142)          
Accounts payable and accrued expenses 881,779         (208,155)        
Refundable advances 6,921             23,257           

Net cash provided (used) by operating activities 479,279         (238,423)        

Investing Activities

Purchase of property and equipment (361,952)        -                     
Net cash used by investing activities (361,952)        -                     

Financing Activities

Cash transferred from the West Gary school 20,277           -                     
Net cash provided by investing activities 20,277           -                     

Net increase (decrease) in cash 137,604         (238,423)        

Cash and cash equivalents, beginning of year 1,577,953      1,816,376      

Cash and cash equivalents, end of year 1,715,557$    1,577,953      

Supplemental disclosures:
Cash paid for interest expense 977,251$       -                     

Non-cash investing and financing activities:
Land and building acquired under capital lease 10,700,000$  -                     
Transfer of non-cash assets from the West Gary

charter school 192,425         -                     

GARY LIGHTHOUSE CHARTER SCHOOL

Statements of Cash Flows

Year Ended June 30
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Gary Lighthouse Charter School (the "School") is a public charter school established under 

Indiana Code 20-24 and sponsored by Ball State University.  The sponsor has granted a 
charter to the school's organizer, Lighthouse Academies of Northwest Indiana, Inc. 
("LANWI"), a public benefit not-for-profit organization incorporated under the laws of 
the State of Indiana.  LANWI is the organizer and governing body of two charter schools 
located in Indiana.  LANWI has entered into a service agreement with Lighthouse 
Academies, Inc., a not-for-profit organization incorporated in the State of Delaware to 
provide educational, managerial, legal, and financial services to the School. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

  
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful accounts 
is deemed necessary. 

 
 Subsequent Events 
 
 The School evaluated subsequent events through February 12, 2015 the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related disclosures 
would be required.   
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding 
received by other public schools in the same geographic area.  Funding from the State of 
Indiana is based on enrollment, and is paid in monthly installments in July through June 
coinciding with the academic school year.  Revenue is recognized in the year in which 
educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$5,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
  
    Building and improvements .................................  7 to 30 years   
    Furniture and equipment ......................................  5 years   

  
 Taxes on Income 
 
 Lighthouse Academies of Northwest Indiana, Inc. has received a determination from the 

U.S. Treasury Department stating that it qualifies under the provisions of Section 
501(c)(3) of the Internal Revenue Code as a tax-exempt organization; however, the 
organization would be subject to tax on income unrelated to its tax-exempt purpose.  For 
the years ended June 30, 2014 and 2013, no accounting for federal and state income taxes 
was required to be included in the accompanying financial statements. 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 

 Taxes on Income, Continued 
 
  Professional accounting standards require Lighthouse Academies of Northwest Indiana, 

Inc. to recognize a tax liability only if it is more likely than not the tax position would be 
sustained in a tax examination, with a tax examination being presumed to occur.  The 
amount recognized is the largest amount of tax liability that is greater than 50% likely of 
being realized on examination.  For tax positions not meeting the more-likely-than-not 
test, no tax liability is recorded.  Lighthouse Academies of Northwest Indiana, Inc. has 
examined this issue and has determined that there are no material contingent tax liabilities 
or questionable tax positions.   

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act that 

altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in monthly installments in the calendar year following the start 
of the academic school year.  As such, the School followed the practice of recognizing at 
June 30 of each year a receivable for payments to be made to the School in the subsequent 
July through December time period, which represented amounts due for services 
rendered.  Effective July 1, 2013, charter school funding is paid following the State of 
Indiana fiscal year of July to June, which is similar to the School’s academic year.  As 
part of this legislative amendment, the funding owed to the School under prior legislation 
for the period July to December 2013 was eliminated. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as of 
June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(2) Legislative Funding Changes, Continued 
 

 The effect of these legislative amendments has been reflected in the accompanying 
statement of activities as a gain due to changes in legislative funding and is comprised of 
the following: 

 
   Repayment of Common School Fund loans ...................................   $2,685,220 
   Repayment of accrued interest on Common School Fund loans ....      473,992 
       3,159,212 
   Elimination of School funding .......................................................   (2,671,744) 
        

     $    487,468    
 

 
(3) Leases 
 
 In July 2008, the School executed a ten-year lease on one of its school buildings under an 

operating lease with Gary Lighthouse Facility, LLC.  Gary Lighthouse Facility, LLC was 
indirectly owned by Lighthouse Academies, Inc., which provides management services 
to the School.  On August 28, 2013, the land and building comprising of this facility was 
acquired by CFM – NW Indiana, LLC, an entity controlled by CFM, Inc.  At the same 
time, the School sold to CFM – NW Indiana, LLC land and building that it owned for the 
purchase price of $1.  CFM, Inc. was created by the School’s management company, 
Lighthouse Academies, Inc., to provide facilitation and operational support of charter 
schools.  CFM, Inc. and Lighthouse Academies, Inc. have common management 
personnel, but are governed by independent boards of directors. 

 
 Coincident with the purchase of these facilities by CFM – NW Indiana, LLC, the existing 

lease was cancelled and the School entered into a new 30-year lease agreement with CFM 
– NW Indiana, LLC covering these two facilities and a third facility, which is accounted 
for as a capital lease.  Under the lease agreement, CFM – NW Indiana, LLC agreed to 
make improvements to the facilities at an approximate cost of $3,000,000.  The lease 
requires the School to make rental payments equal to CFM – NW Indiana, LLC’s debt 
service obligation on bonds that it issued to purchase the facilities.  In addition, the School 
is responsible for utilities, maintenance, and insurance.  The School has the option to 
purchase the facilities at any time for $1 plus the remaining balance due on the bond debt.  
At June 30, 2014, the cost and accumulated depreciation relating to these assets were 
$10,991,239 and $282,357, respectively. 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(3) Leases, Continued 
 
  Following is a schedule of future minimum lease payments under this capital lease and the 

present value of the net minimum lease payments as of June 30, 2014: 
 
    Year Ended June 30: 
     2015 ......................................................................  $    1,341,090 
     2016 ......................................................................  1,339,590    

 2017 ......................................................................  1,339,240    
 2018 ......................................................................      1,342,490 

     2019 ......................................................................  1,340,740 
     Thereafter ..............................................................   33,512,030      
                                                                                       40,215,180 
    Less:  amount representing interest .........................   (29,515,180) 
 
          $  10,700,000  
  
 The School also leases textbooks, furniture and equipment on a regular basis.  The leases 

are accounted for as operating leases and require monthly payments over a period of three 
years.  Total lease expense under operating leases for the years ended June 30, 2014 and 
2013 was $44,694 and $435,448, respectively.  Obligations under operating leases as of 
June 30, 2014 totaled $2,472 due in 2015. 

 
 
(4) Retirement Plan 
 
 All School personnel are employees of Lighthouse Academies, Inc., which provides 

management services to the School.  School personnel are eligible to participate in the 
Lighthouse Academies, Inc. Section 401(k) retirement plan.  Under the plan, the School 
matches 100% of employee contributions not to exceed 4% of compensation for the plan 
year.  Additional contributions may be made to the plan at the discretion of the LANWI 
board of directors.  No discretionary contributions were made in 2014 and 2013.  
Retirement plan expense under the plan for the years ended June 30, 2014 and 2013 was 
$76,828 and $49,555, respectively. 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 
(5) Refundable Advances 
 
 The School has been awarded grants from the Indiana Department of Education to provide 

educational instruction.  The grants are considered to be exchange transactions.  
Accordingly, revenue is recognized when earned and expenses are recognized as 
incurred.  At June 30, 2014 and 2013, the School had refundable grant advances in excess 
of expenditures of $53,707 and $46,786, respectively. 

 
 
(6) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition support received.  Expense under this agreement was 
$229,540 and $78,675 for the years ended June 30, 2014 and 2013, respectively.  The 
charter remains in effect until June 30, 2016, and is renewable thereafter by mutual 
consent. 

 
 Lighthouse Academies of Northwest Indiana, Inc. ("LANWI") has contracted with 

Lighthouse Academies, Inc. to provide management, administrative, and educational 
programming services for each of its schools.  Under the terms of the agreement, LANWI 
has agreed to pay an amount equal to 7.5% of revenues, as defined, for such services.  
Payments under this agreement were $988,301 and $512,686 for the years ended June 30, 
2014 and 2013, respectively.  This agreement remains in effect until June 30, 2016. 

 
 
(7) Asset Transfer 
 
 The School’s organizer, Lighthouse Academies of Northwest Indiana, Inc. (“LANWI”), 

operated another charter school under the name West Gary Lighthouse Charter School.  
Effective June 30, 2013, LANWI opted to not renew the charter for the West Gary school 
and to cease operations.  LANWI transferred the assets at this this location consisting of 
cash, furniture and equipment, and prepaid expenses to the School.  The School also 
assumed use of the West Gary facility and negotiated a new 30-year lease (see Note 3). 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(8) Risks and Uncertainties 
 
 The School provides education services to families residing in Lake and surrounding 

counties in Indiana, and is subject to the risks of economic and competitive forces at work 
within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional liability 
to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the accounts receivable balance was due from the State of Indiana.  
Cash deposits are maintained at J.P. Morgan Chase Bank and BMO Harris Bank and are 
insured up to the FDIC insurance limit. 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statements of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                            2014                                              
                                                                           Program        Management                            
                                                                                     Services          and General 
 
 Salaries and wages ............................................  $  5,511,525 1,030,665             
 Employee benefits ............................................  1,206,901 225,622 
 Staff development and recruitment ..................  48,275 14,509 
 Academic services – Lighthouse Academies ...         -           1,019,700 
 Authorizer’s oversight fee ................................  - 229,540 
 Food service .....................................................  789,982 - 
 Transportation service ......................................  742,264 - 
 Other professional services ..............................  73,816 119,027 
 Property and textbook rental ............................  126,418 - 
 Classroom, kitchen and office supplies ............  955,511 42,255 
 Occupancy ........................................................  620,195 115,978 
 Depreciation .....................................................  343,353 64,188 
 Interest ..............................................................  - 977,251 
 Other .................................................................        61,106    105,764  
 
      $ 10,479,346 3,944,499 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to Financial Statements 
 

 
(9) Functional Expense Reporting, Continued 
 
                                                            2013                                              
                                                                           Program        Management                            
                                                                                     Services          and General 
 
 Salaries and wages ............................................  $2,803,942 350,838             
 Employee benefits ............................................  631,777 79,050 
 Staff development and recruitment ..................  61,500 58,038 
 Academic services – Lighthouse Academies ...         -             524,170 
 Authorizer’s oversight fee ................................  - 78,675 
 Food service .....................................................  389,588 - 
 Transportation service ......................................  325,741 - 
 Other professional services ..............................  213,098 52,867 
 Property and textbook rental ............................  91,970 - 
 Classroom, kitchen and office supplies ............  389,625 24,852 
 Occupancy ........................................................  736,271 92,125 
 Depreciation .....................................................  85,262 10,667 
 Interest ..............................................................  - 96,519 
 Other .................................................................     39,400     50,137  
 
      $5,768,174 1,417,938 
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Pass-Through Total
Federal Entity Federal

Federal Grantor Agency/Pass-Through Entity/ CFDA Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended

U.S. DEPARTMENT OF AGRICULTURE
Pass-through Indiana Department of Education

Child Nutrition Cluster
School Breakfast Program 10.553 173,342$    
National School Lunch Program 10.555 528,183      

Total for cluster 701,525      

Fresh Fruit and Vegetable Program 10.582 14,846        
Total for federal grantor agency 716,371      

U.S. DEPARTMENT OF EDUCATION
Pass-through Indiana Department of Education

Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 13-9595/14-9535 1,420,432   

Special Education Cluster
Special Education - Grants to States 84.027 14213-501-PN01 116,915      

14214-501-PN01

Improving Teacher Quality State Grants 84.367 12-9585/13-9585 132,472      
Total for federal grantor agency 1,669,819   

Total federal awards expended 2,386,190$ 

GARY LIGHTHOUSE CHARTER SCHOOL

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2014
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Notes to the Schedule of Expenditures of Federal Awards 
 

Year Ended June 30, 2014 
 
 

(1) Basis of Presentation 
 
  The accompanying schedule of expenditures of federal awards (the “Schedule”) includes 

the federal grant activity of Gary Lighthouse Charter School (the “School”) under 
programs of the federal government for the year ended June 30, 2014.  The information 
in this schedule is presented in accordance with the requirements of the Office of 
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments, 
and Non-Profit Organizations.  Because the Schedule presents only a selected portion of 
the operations of the School, it is not intended to and does not present the financial 
position, changes in net assets or cash flows of the School. 

 
 
(2) Summary of Significant Accounting Policies 
 
  Expenditures reported on the Schedule are reported on the accrual basis of accounting.  

Such expenditures are recognized following the cost principles contained in OMB 
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. 
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INDEPENDENT AUDITOR’S 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 
 
 

The Board of Directors 
Lighthouse Academies of Northwest Indiana, Inc. 
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Gary Lighthouse Charter School (the “School”), which comprise the statement 
of financial position as of June 30, 2014, and the related statements of activities, and cash flows 
for the year then ended, and the related notes to the financial statements, and have issued our 
report thereon dated February 12, 2015. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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 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 corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
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Our consideration of internal control was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control 
that might be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that have not been identified. Given these 
limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses.  We did identify one deficiency in internal control, 
described in the accompanying schedule of findings and questioned costs as item 2014-001, 
that we consider to be a significant deficiency.  
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from 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 tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the School’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the 
organization’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

             
Indianapolis, IN 
February 12, 2015 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB 

CIRCULAR A-133 
 
 

The Board of Directors 
Lighthouse Academies of Northwest Indiana, Inc. 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Gary Lighthouse Charter School’s (the “School”) compliance with the types 
of compliance requirements described in the OMB Circular A-133 Compliance Supplement that 
could have a direct and material effect on each of the School’s major federal programs for the 
year ended June 30, 2014.  The School’s major federal programs are identified in the summary 
of auditor’s results section of the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about the School s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination of the 
School’s compliance. 
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Opinion on Each Major Federal Program 
 
In our opinion, Gary Lighthouse Charter School complied, in all material respects, with the 
types of compliance requirements referred to above that could have a direct and material effect 
on each of its major federal programs for the year ended June 30, 2014. 
 
Other Matters 
 
The results of our auditing procedures disclosed instances of noncompliance, which are 
required to be reported in accordance with OMB Circular A-133 and which are described in 
the accompanying schedule of findings and questioned costs as item 2014-002.  Our opinion 
on each major federal program is not modified with respect to these matters. 
 
Gary Lighthouse Charter School’s response to the noncompliance finding identified in our 
audit is described in the accompanying schedule of findings and questioned costs.  The 
School’s response was not subjected to the auditing procedures applied in the audit of 
compliance and, accordingly, we express no opinion on the response. 
 
Report on Internal Control Over Compliance 
 
Management of Gary Lighthouse Charter School is responsible for establishing and 
maintaining effective internal control over compliance with the types of compliance 
requirements referred to above. In planning and performing our audit of compliance, we 
considered the School’s internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal program to determine the auditing 
procedures that are appropriate in the circumstances for the purpose of expressing an opinion 
on compliance for each major federal program and to test and report on internal control over 
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an 
opinion on the effectiveness of internal control over compliance. Accordingly, we do not 
express an opinion on the effectiveness of the School’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a 
type of compliance requirement of a federal program on a timely basis. A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material noncompliance 
with a type of compliance requirement of a federal program will not be prevented, or detected 
and corrected, on a timely basis. A significant deficiency in internal control over compliance 
is a deficiency, or a combination of deficiencies, in internal control over compliance with a 
type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those 
charged with governance. 
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Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over compliance that might be material weaknesses or significant deficiencies and 
therefore, material weaknesses and significant deficiencies may exist that were not identified. 
We did not identify any deficiencies in internal control over compliance that we consider to be 
material weaknesses. However, we identified one deficiency in internal control over 
compliance, as described in the accompanying schedule of findings and questioned costs as 
item 2014-002, that we consider to be a significant deficiency. 
 
Gary Lighthouse Charter School’s response to the internal control over compliance findings 
identified in our audit are described in the accompanying schedule of findings and questioned 
costs.  The School’s response was not subjected to the auditing procedures applied in the audit 
of compliance and, accordingly, we express no opinion on the response. 
 
The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other 
purpose. 

             
Indianapolis, IN 
February 12, 2015 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014 
 

I.  Summary of Auditor’s Results 
 
 
Financial Statements 
 
Type of auditor’s report issued: Unmodified         
 
Internal control over financial reporting: 
 
 Material weaknesses: None Reported 
     
 Significant deficiencies that are not 

considered to be material weaknesses: Yes 
 
Noncompliance noted which is material  
 to financial statements: No 
    
Federal Awards 
 
Internal control over major programs: 
 
 Material weaknesses: None Reported 
    
 Significant deficiencies that are not 

considered to be material weaknesses: Yes 
    
Type of auditor’s report issued on compliance 
 for major program: Unmodified 
 
Audit findings disclosed that are required 
 to be reported in accordance with section 
 510(a) of Circular A-133: Yes 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014 
 

I.  Summary of Auditor’s Results, Continued 
 
 
Identification of major programs: 
 
   CFDA Number                                            Name of Federal Program or Cluster 
          
       Title I, Part A Cluster 
 84.010      Grants to Local Educational 
         Agencies  

 
Dollar threshold used to distinguish 
 between Type A and Type B programs:     $300,000 
 
Auditee qualified as low-risk auditee: Yes 
 
 

II.  Financial Statement Findings 
 
SIGNIFICANT DEFICIENCY 
 
FINDING NO. 2014-001 EMPLOYEE TIME RECORDS 
 
Condition 
The School maintains attendance records for School personnel, but was unable to provide 
semi-annual certifications or time-and-effect logs to support employee wages charged to 
federal grant programs. 

 
Criteria 
OMB Circular A-87 requires that where “employees are expected to work solely on a single 
Federal award or cost objective, charges for their salaries and wages will be supported by 
periodic certifications that the employees worked solely on that program for the period covered 
by the certification.  These certifications will be prepared at least semi-annually and will be 
signed by the employee or supervisory official having first hand knowledge of the work 
performed by the employee.”  Furthermore, “where employees work on multiple activities or 
cost objectives, a distribution of their salaries or wages will be supported by personnel activity 
reports or equivalent documentation.” 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014  
 

II.  Financial Statement Findings, Continued 
 
 

Cause 
The School did not have procedures in place to assure these documents were maintained after 
the departure of the employee responsible for the reports. 
 
Effect 
The failure to properly document employee time could result in expenses being inappropriately 
charged to grant programs. 
 
Recommendation 
We recommend that the School implement a process for document retention regarding 
information necessary to substantiate amounts claimed for grant reimbursement. 
 
Views of Responsible Officials and Planned Corrective Action 
See attached letter of response from School officials. 
 
 

III.  Federal Award Findings and Questioned Costs 
 
FINDING NO. 2014-002 EMPLOYEE TIME RECORDS 
 
Federal Agency:  U.S. Department of Education 
Pass-Through Agency: Indiana Department of Education 
Federal Program:  Title I Grants to Local Educational Agencies 
CFDA Number:  84.010 
Award Year:   FY 2013-14 
 
          Questioned
                                                                                                          Costs       
SIGNIFICANT DEFICIENCY 
As presented in Finding No. 2014-001, documentation of 
personnel charged to the Title I grant was not maintained.  Because 
of the failure to maintain such documentation, personnel costs may 
be charged to the grant inappropriately.  Procedures should be 
implemented to assure such documentation is produced and 
retained. 
 
              $       -0- 
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GARY LIGHTHOUSE CHARTER SCHOOL 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The reports presented herein were prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Gary Lighthouse Charter School 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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(Continued) 

 
1. 

INDEPENDENT AUDITOR’S REPORT 
 
 
 
 

Board of Directors 
Gary Middle College, Inc. 
Gary, Indiana 
 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Gary Middle College, Inc. (the School), which 
comprise the statement of financial position as of June 30, 2014, and the related statements of activities and 
cash flows for the year then ended, and the related notes to the financial statements.  
 
Management's Responsibility for the Financial Statements  
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud or error.  
 
Auditors' Responsibility  
 
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. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors' judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In 
making those risk assessments, the auditors consider internal control relevant to the entity's preparation and 
fair presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion.  
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2. 

Opinion  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Gary Middle College, Inc. as of June 30, 2014, and the changes in its net assets and its cash 
flows the year then ended in conformity with accounting principles generally accepted in the United States.  
 
Emphasis of Matters 
 
As discussed in Note 1 to the financial statements; in 2014, the entity elected to report on a FASB basis. 
Our opinion is not modified with respect to this matter. 
 
 
 
 Crowe Horwath LLP 
 
Indianapolis, Indiana 
October 30, 2014
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GARY MIDDLE COLLEGE, INC. 
STATEMENT OF FINANCIAL POSITION 

June 30, 2014 
 
 
 

 

See accompanying notes to financial statements. 
 

3. 

               2014 
ASSETS 
 Cash and cash equivalents   $ 256,030 
 Grants receivable    65,490 
 Prepaid expenses    5,956 
 Due from related parties    55,361  
 Property and equipment, net    454,496 
 
    Total assets   $ 837,333 
 
LIABILITIES AND NET ASSETS 
 Accounts payable and accrued expenses   $ 82,503 
 Due to related parties    15,216 
    Total liabilities    97,719 
 
Net Assets 
 Unrestricted    739,614 
 
    Total liabilities and net assets   $ 837,333 
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GARY MIDDLE COLLEGE, INC. 
STATEMENT OF ACTIVITIES 

Year Ended June 30, 2014 
 
 
 

 

See accompanying notes to financial statements. 
 

4. 

      2014  
 
Public support and revenues 
 Federal grants $ 360,757 
 State and local grants  1,885,439 
 Loss on disposal of  
   property and equipment  (14,650) 
    Total revenue and support  2,231,546 
 
Expenses 
 Federal grant funded program activities  163,896 
 State and local grant funded program activities  713,976 
 School operations and building services  555,437 
 Education supporting Services  222,500  
    Total program expenses  1,655,809 
 Management and general  3,178 
    Total expenses  1,658,987 
 
Change in net assets  572,559 
 
Net assets, beginning of year  167,055 
 
Net assets, end of year $ 739,614 
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GARY MIDDLE COLLEGE, INC. 
STATEMENT OF CASH FLOWS 

Year Ended June 30, 2014 
 
 
 

 

See accompanying notes to financial statements. 
 

5. 

                2014 
Cash flows from operating activities 
 Change in net assets   $ 572,559 
 Adjustments to reconcile change in net assets to net cash 
   from operating activities 
   Depreciation    82,492 
   Loss on disposal of property and equipment    14,650  
   Change in assets and liabilities 
    Grants receivable    (65,490) 
    Prepaid expenses    (5,956)  
    Due to/from related parties    (202,962) 
    Accounts payable and other accrued expenses    (47,045) 
  Net cash from operating activities    348,248 
 
Cash flows from investing activities 
 Purchases of property and equipment    (134,235) 
 Proceeds from disposal of property and equipment    33,750  
    Net cash from investing activities    (100,485) 
 
Cash flows from financing activities     
 Principal payments on notes payable    (16,674) 
    Net cash from financing activities    (16,674) 
 
Net change in cash and cash equivalents    231,089 
 
Cash and cash equivalents, beginning of year    24,941 
 
Cash and cash equivalents, end of year    $ 256,030 
 
Supplemental disclosure of cash flow information 
 Cash paid during the year for interest    $ 319 
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GARY MIDDLE COLLEGE, INC. 
NOTES TO FINANCIAL STATEMENTS 

Year Ended June 30, 2014 
 
 
 

 
 

(Continued) 
 

6. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Description of Organization:  Gary Middle College, Inc. (the School) is a nonprofit corporation 
established to operate a charter school.  The School is dedicated to ensure that all students armed 
with the skills and tools they will need to not only receive a high school diploma, but also to excel at 
the collegiate level.  
 
The School was established under the laws of the State of Indiana, and operates under a Board of 
School Directors form of government.  The financial statements of the School are combined into the 
Greater Education Opportunities Foundation (GEOF) financial statements due to economic control.  
 
During 2014, management determined that the previously issued financial statements in conformity with 
accounting standards adopted by the Governmental Accounting Standards Board (GASB) were incorrect.  
Management believes, that based on the governance structure of the School, the financial statements of 
the School should be accounted for under standards adopted by the Financial Accounting Standards 
Board (FASB).   The impact on the change in net assets at July 1, 2013 due to the conversion from GASB 
to FASB is not considered material. 
 
Method of Accounting:  The School maintains its accounts on the accrual basis of accounting and 
prepares its financial statements in accordance with accounting principles generally accepted in the 
United States of America (GAAP). 
 
Income Taxes:  The School is exempt from income taxes on income from related activities under Section 
501(c)(3) of the U. S. Internal Revenue Code and corresponding state tax law.  Accordingly, no provision 
has been made for federal or state income taxes.  Additionally, the School is not considered to be a 
private foundation under Section 509(a) of the Internal Revenue Code. 
 
The School has adopted applicable guidance with respect to accounting for uncertainty in income taxes.  
A tax position is recognized as a benefit only if it is “more likely than not” that the tax position would be 
sustained in a tax examination, with a tax examination being presumed to occur.  The amount recognized 
is the largest amount of tax benefit that is greater than 50% likely of being realized on examination.  For 
tax positions not meeting the “more likely than not” test, no tax benefit will be recorded.  
 
The School is no longer subject to examination by taxing authorities for years before 2011. The School 
does not expect the total amount of unrecorded tax benefits to significantly change in the next 12 months.  
The School recognizes interest and/or penalties related to income tax matters in income tax expense.  
The School did not have any amounts accrued for interest and penalties at June 30, 2014.  
 
Use of Estimates:  The preparation of financial statements in conformity with GAAP requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenue and expenses.  Actual results could differ from those estimates. 
 
Cash Equivalents:  Cash and cash equivalents consist of bank deposits in accounts that are federally 
insured up to $250,000.  For the purpose of the statement of cash flows, the School considers all highly 
liquid debt instruments, if any, purchased with a maturity of three months or less to be cash equivalent. 
 
Grants Receivable: Grants receivable balances consist of amounts billed or billable for services provided 
or contracted and are due within one year.  The School does not accrue interest on any of its grants 
receivables. 
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GARY MIDDLE COLLEGE, INC. 
NOTES TO FINANCIAL STATEMENTS 

Year Ended June 30, 2014 
 
 
 

 
 

(Continued) 
 

7. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Allowances:  No allowance for doubtful accounts is recorded as of June, 30, 2014.  The allowances are 
based upon prior experience and management’s analysis of specific receivables and promises to give.  
Losses are charged off to the reserve when management deems further collection efforts will no longer 
produce additional recoveries.  The School currently considers all receivables to be fully collectible. 
 
Property and Equipment:  Expenditures for property and equipment and items in excess of $500 which 
substantially increase the useful lives of existing assets are capitalized at cost or at fair value at date of 
gift.  Repairs and maintenance costs are expensed as incurred.  Depreciation has been computed on 
straight-line method at rates designed to depreciate the costs of assets over their estimated useful lives 
as follows: 
 

Property and equipment 3-7 years 
 
Impairment of Long-Lived Assets:  In accordance with GAAP, the School reviews its property and 
equipment for impairment whenever events or changes in circumstances indicate that the carrying value 
of an asset may not be recoverable.  If the fair value is less than the carrying amount of the asset, an 
impairment loss is recognized for the difference.  As of June 30, 2014, management believes that no 
impairment exists. 
 
Fair Value of Financial Instruments:  The carrying value of all the School’s financial instruments, which 
include cash and cash equivalents, grants receivable, and accounts payable, approximate fair values.  
 
Basis of Presentation:  The School follows GAAP and reports information regarding its financial position 
and activities according to three classes of net assets: 
 

Unrestricted Net Assets – The unrestricted net asset class includes general assets and liabilities of 
the School.  The unrestricted net assets of the School may be used at the discretion of management 
to support the School’s purposes and operations.  
 
Temporarily Restricted Net Assets – The temporarily restricted net asset class includes assets of the 
School related to gifts and grants with explicit donor-imposed restrictions that have not been met as 
to specified purpose, or to later periods of time or after specified dates.  The School had no 
temporarily restricted net assets as of June 30, 2014. 
 
Permanently Restricted Net Assets – The permanently restricted net asset class includes assets of 
the School related to contributions and other inflows of assets whose use by the School is limited by 
donor-imposed stipulations that neither expire by passage of time nor can be fulfilled or otherwise 
removed by actions of the School.  The School had no permanently restricted net assets as of June 
30, 2014. 

 
Federal and State Grants:  Support funded by grants is recognized as the School performs the contracted 
services under various grant agreements.  Grant revenue is typically recognized as earned as the eligible 
expenses are incurred.  Some of the School’s grant agreements are not on a cost reimbursement basis, 
and support is recognized when earned.  Grant expenditures are subject to audit and acceptance by the 
granting agency and, as a result of such audit, adjustments could be required. 
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GARY MIDDLE COLLEGE, INC. 
NOTES TO FINANCIAL STATEMENTS 

Year Ended June 30, 2014 
 
 
 

 
 

(Continued) 
 

8. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Functional and Allocated Expenses:  Expenses are charged directly to activities when specifically 
identifiable.  All other costs are allocated to the activities based upon various actual statistical bases. 
Salaries and related expenses are charged based on the relative amount of time historically spent by 
personnel. 
 
Advertising:  The School expenses advertising costs as incurred.  During 2014, expenses totaling 
$13,212 were incurred for advertising. 
 
Subsequent Events:  Management has performed an analysis of the activities and transactions 
subsequent to June 30, 2014, to determine the need for any adjustments or disclosures to the financial 
statements for the year ended June 30, 2014.  Management has performed their analysis through 
October 30, 2014, the date the financial statements were available to be issued. 

 
NOTE 2 - PROPERTY AND EQUIPMENT 

 
At June 30, the carrying value of furniture, equipment, and textbooks consists of the following: 

 
  2014 
 
 Property and equipment   $ 568,460  
 Less: accumulated depreciation    (113,964) 
 
    $ 454,496 
 
Depreciation expense for the year ended June 30, 2014 was $82,492.  
 
 
NOTE 3 - LEASES 
 
The School leases space from 21st Century Charter Schools @ Gary, Inc, a related entity. This lease 
expired June 30, 2014, and is renewed on an annual basis. Rent expense totaled $300,000 for the 
year ended June 30, 2014.  
 
Future minimum lease payments under operating leases at June 30, 2014, are as follows: 
 
  2015  $  300,000 
  
    $ 300,000 
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GARY MIDDLE COLLEGE, INC. 
NOTES TO FINANCIAL STATEMENTS 

Year Ended June 30, 2014 
 
 
 

 
 
 

9. 

NOTE 4 - RELATED PARTY TRANSACTIONS  
 
The School has a management agreement with GEOF.  Under the management agreement, GEOF 
charges administrative and per student fees in exchange for the management, operation, 
administration, payroll and accounting services provided.  During the year ended June 30, 2014, the 
School paid GEOF fees of $222,500.  As part of the management services provided, GEOF acts as 
the payor of certain operating expenses, which are reimbursed to GEOF by the School.  The 
School's Board retains final authority and responsibility for financial and budgetary commitments.  At 
June 30, 2014, the School had a payable to GEOF for $14,340.  A receivable from GEOF is also 
recorded as of June 30, 2014 in the amount of $53,250 for overpayment of administrative fees and 
insurance proceeds from the loss on disposal of equipment shown on the Statement of Activities.  
 
The School also had a receivable from 21st Century Charter School @ Gary, Inc. of $2,111 and a 
payable to 21st Century Charter Schools @ Gary, Inc. for $876 as of June 30, 2014, for various payroll 
transactions between the entities.  
 
 
NOTE 5 - CHARTER AGREEMENT 
 
The School operates under a charter granted by Ball State University.  As the sponsoring organization, 
Ball State University exercises certain oversight responsibilities.  Under this charter, the School has 
agreed to pay Ball State University an annual administrative fee equal to 3% of State tuition support, 
along with other licensing fees.  Payments under this charter agreement were $30,761 for the year ended 
June 30, 2014.  
 
 
NOTE 6 - PENSION PLANS  
 
The School's faculty and certain administrative employees are participants in a 403(b) tax deferred 
annuity retirement plan.  All participants may contribute to the plan.  There were no employer matching 
contributions to the plan for the year ended June 30, 2014.  
 
The School also participates in the Public Employment Retirement Fund (PERF) and the Teacher’s 
Retirement Fund (TRF).  Employees are required to contribute 3% of gross wages to their respective 
plan.  The School is required to contribute 7.5% to TRF and 11.2% to PERF, respectively.  The School’s 
expense for the year ended June 30, 2014 was $36,277. 
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GARY MIDDLE COLLEGE, INC. 
OTHER REPORT 

Year Ended June 30, 2014 
 
 
 

 
 
 

10. 

The reports presented herein were prepared in addition to another report prepared for the School as 
listed below: 
 

Indiana State Board of Accounts Compliance Report of Gary Middle College, Inc. 
 
The above report contains the results of compliance testing required by the Indiana State Board of 
Accounts under its Guidelines for the Audits of Charter Schools Performed by Private Examiners 
pertaining to matters addressed in its Accounting and Uniform Compliance Guidelines Manual for Indiana 
Charter Schools. 
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Financial Statements  
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Montessori Academy at Geist, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Montessori Academy at Geist, 
Inc., which comprise the statements of financial position as of June 30, 2014 and 2013, and the 
related statements of activities and cash flows for the years then ended, and the related notes to 
the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Montessori Academy at Geist, Inc. as of June 30, 2014 and 2013, and 
the changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

         
Indianapolis, IN 
September 5, 2014 
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Assets 2014 2013

Current assets:
Cash 103,820$      239,142        
Accounts receivable:

  Grants 1,916            -                    
  Due from affiliated entity 5,809            -                    

Prepaid expense 33,005          16,754          
  Total current assets 144,550        255,896        

Security deposit 11,000          11,000          
Property and equipment:

Leasehold improvements 143,687        10,272          
Furniture and equipment 256,080        249,998        
Textbooks 9,732            8,712            
Less:  accumulated depreciation (225,188)       (167,176)       

Property and equipment, net 184,311        101,806        

 339,861$      368,702        

Liabilities and Net Assets

Accounts payable and accrued expenses 66,012$        93,402          
Deferred revenue 24,103          15,269          
Refundable advances 10,000          -                    

Total current liabilities 100,115        108,671        

Unrestricted net assets 239,746        260,031        

 339,861$      368,702        

 June 30

MONTESSORI ACADEMY AT GEIST, INC.

Statements of Financial Position

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
316



Temporarily Temporarily
Revenue and Public Support Unrestricted Restricted Total Unrestricted Restricted Total

State education support 1,837,361$  -                  1,837,361    1,435,468$  -                  1,435,468    
Grant revenue 76,159         -                  76,159         241,894       -                  241,894       
Student fees 72,691         -                  72,691         34,646         -                  34,646         
Contributions 316              -                  316              13,980         -                  13,980         
Other 24,392         -                  24,392         7,779           -                  7,779           
Net assets released from restrictions -                  -                  -                  20,542         (20,542)       -                  
    Total revenue and public support 2,010,919    -                  2,010,919    1,754,309    (20,542)       1,733,767    

Expenses

Program services 1,644,830    -                  1,644,830    1,414,517    -                  1,414,517    
Management and general 386,374       -                  386,374       300,232       -                  300,232       
    Total expenses 2,031,204    -                  2,031,204    1,714,749    -                  1,714,749    

Change in net assets before non-operating revenue (20,285)       -                  (20,285)       39,560         (20,542)       19,018         

Non-Operating Revenue

Gain due to changes in legislative funding -                  -                  -                  28,491         -                  28,491         

Increase (decrease) in net assets (20,285)       -                  (20,285)       68,051         (20,542)       47,509         

Net assets, beginning of year 260,031       -                  260,031       191,980       20,542         212,522       

Net assets, end of year 239,746$     -                  239,746       260,031$     -                  260,031       

MONTESSORI ACADEMY AT GEIST, INC.

Statements of Activities

Year Ended June 30, 2014 Year Ended June 30, 2013
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Operating Activities 2014 2013

Change in net assets (20,285)$        47,509           
Adjustments to reconcile change in net assets

to net cash from operating activities:
Gain due to changes in legislative funding -                     (28,491)          
Depreciation 58,012           47,152           
Change in:

Accounts receivable (7,725)            (93,837)          
Prepaid expense (16,251)          (16,526)          
Accounts payable and accrued expenses (27,390)          66,209           
Deferred revenue 8,834             15,269           
Refundable advances 10,000           (162)               

Net cash provided by operating activities 5,195             37,123           

Investing Activities

Purchases of property and equipment (140,517)        (31,279)          
Net cash used by investing activities (140,517)        (31,279)          

Financing Activities

Proceeds from Common School Fund loans -                     91,666           
Net cash provided by financing activities -                     91,666           

  
Net increase (decrease) in cash (135,322)        97,510           

Cash, beginning of year 239,142         141,632         

Cash, end of year 103,820$       239,142         

Year Ended June 30

Statements of Cash Flows
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MONTESSORI ACADEMY AT GEIST, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Montessori Academy at Geist, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and sponsored by Ball State 
University.   

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding 
received by other public schools in the same geographic area.  Funding from the State of 
Indiana is based on enrollment, and is paid in monthly installments in July through June 
coinciding with the academic school year.  Revenue is recognized in the year in which 
educational services are rendered.  

 
 Student program fees are recognized in the academic school year to which the payments 

pertain. 
 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful accounts 
is deemed necessary.  
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MONTESSORI ACADEMY AT GEIST, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Contributions 
 
 Contributions received and unconditional promises to give are measured at their fair values 

and are reported as an increase in net assets.  The School reports gifts of cash and other 
assets as restricted support if they are received with donor stipulations that limit the use 
of the donated assets, or if they are designated as support for future periods.  When a 
donor restriction expires, that is, when a stipulated time restriction ends or purpose 
restriction is accomplished, temporarily restricted net assets are reclassified to 
unrestricted net assets and reported in the statement of activities as net assets released 
from restrictions.   

 
 Taxes on Income 
 
 Montessori Academy at Geist, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the years ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012, and 2011 
are open to audit for both federal and state purposes. 
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MONTESSORI ACADEMY AT GEIST, INC. 
 

Notes to Financial Statements 
 
 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, and minor replacement costs are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Leasehold improvements ............................  12 years 
    Furniture and equipment ............................  3 to 5 years 
    Textbooks ...................................................  3 to 4 years  
 
 Deferred Revenue 
 
 Deferred income consists of student fee deposits received as part of the enrollment process 

that apply to the subsequent academic school year.  
 
 Subsequent Events 
 
  The School evaluated subsequent events through September 5, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date have 
been evaluated to determine whether a change in the financial statements or related 
disclosures would be required. 

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act that 

altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July to 
December 2013 was suspended. 
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MONTESSORI ACADEMY AT GEIST, INC. 
 

Notes to Financial Statements 
 
 
(2) Legislative Funding Changes, Continued 
 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as of 
June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statements of activities as a gain due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans .....................................  $672,343 
   Repayment of accrued interest on Common School Fund loans .....     74,242 
       746,585 
   Elimination of School funding .........................................................  (718,094 ) 
 
       $  28,491    
 
 
 (3) Leases 
 
 The School leases its school facilities as well as certain items of office equipment under 

operating leases for terms from three to seven years.  One facility lease allows the School 
early termination subject to a buyout provision.  Expense under operating leases for the 
years ended June 30, 2014 and 2013 were $373,010 and $341,296, respectively.  Future 
minimum lease obligations under noncancelable operating leases with initial lease terms 
in excess of one year are as follows: 

 
  Year Ending June 30: 
    2015 ............................................................  $391,662 
    2016 ............................................................  391,662 
    2017 ............................................................  391,662 
    2018 ............................................................  259,662 
    2019 ............................................................  254,068 
    Thereafter ...................................................  63,390 
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MONTESSORI ACADEMY AT GEIST, INC. 
 

Notes to Financial Statements 
 

 
 (4) Retirement Plan 
 
 Retirement benefits for School employees are provided under a Section 403(b) defined 

contribution retirement plan. Under the plan, the School will match 100% of employee 
contributions not to exceed 7% of compensation for the plan year.  Additional 
contributions may be made to the plan at the discretion of the board of directors.  No 
discretionary contributions were made in 2014 and 2013.  Retirement plan expense for 
the years ended June 30, 2014 and 2013 was $354 and $6,295, respectively. 

 
 

(5) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition support received.  Expense under this charter agreement 
was $42,129 and $18,206 for the years ended June 30, 2014 and 2013.  The charter 
remains in effect until June 30, 2016, and is renewable thereafter by mutual consent. 

 
 
(6) Restrictions on Assets 
 
 Temporarily restricted net assets as of June 30, 2012 totaling $20,542 related to a previous 

capital campaign, and were available to be used for capital improvements.  This 
restriction was released in the 2013 fiscal year by incurring costs and expenses relative 
to the restriction. 

 
 
(7) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Hancock and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional liability 
to be imposed on the School. 
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MONTESSORI ACADEMY AT GEIST, INC. 
 

Notes to Financial Statements 
 
 

 (8) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
among the programs and services benefited.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                      2014                                                         
           Program                 Management 

          Services                 and General    
  
 Salaries and wages ...................................  $773,453 182,333  
 Employee benefits ...................................  139,803 39,239 
 Professional services ...............................  126,106 45,266 
 Authorizer oversight fee ..........................  - 42,129 
 Staff development and recruitment .........  29,316 - 
 Food costs ................................................  1,117 - 
 Property rental and equipment ................  41,823 - 
 Classroom, kitchen and 
    office supplies .......................................  52,355 21,163 
 Occupancy ...............................................  399,852 - 
 Depreciation ............................................  58,012 - 
 Advertising ..............................................        -                60 
 Insurance .................................................  - 30,092 
 Repairs and maintenance .........................  928 - 
 Other ........................................................       22,065  26,092 
 
      $1,644,830   386,374   
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MONTESSORI ACADEMY AT GEIST, INC. 
 

Notes to Financial Statements 
 
 
(8) Functional Expense Reporting, Continued 
 
                                                      2013                                                         
           Program                 Management 

          Services                 and General    
  
 Salaries and wages ...................................  $661,090 145,343  
 Employee benefits ...................................  117,913 25,422 
 Professional services ...............................  112,015 35,525 
 Authorizer oversight fee ..........................  - 18,206 
 Staff development and recruitment .........  9,571 - 
 Food costs ................................................  702 - 
 Property rental and equipment ................  52,534 - 
 Classroom, kitchen and 
    office supplies .......................................  27,580 7,648 
 Occupancy ...............................................  374,766 - 
 Depreciation ............................................  47,152 - 
 Interest .....................................................  - 25,297 
 Advertising ..............................................        -                509 
 Insurance .................................................  - 22,692 
 Repairs and maintenance .........................  500 - 
 Other ........................................................       10,694  19,590 
 
      $1,414,517   300,232   
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MONTESSORI ACADEMY AT GEIST, INC. 
 

Other Reports 
 

Year Ended June 30, 2014  
 
 

The report presented herein was prepared in addition to another official report prepared for the 
School as listed below: 
 

Supplemental Audit Report of Montessori Academy at Geist, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
The Hammond Urban Academy, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of The Hammond Urban Academy, 
Inc., which comprise the statements of financial position as of June 30, 2014 and 2013, and the 
related statements of activities and cash flows for the years then ended, and the related notes to 
the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of The Hammond Urban Academy, Inc. as of June 30, 2014 
and 2013, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

              
Indianapolis, IN 
January 21, 2015 
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Assets 2014 2013

Current assets:
Cash and cash equivalents 627,497$         683,414           
Grants receivable 50,717             192,116           
Prepaid expenses 49,360             18,381             

Total current assets 727,574           893,911           

Cash restricted for debt service 1,148,500        1,148,500        
Deferred loan costs, net 211,897           221,987           
Property and equipment:

Land 571,881           571,881           
Building and improvements 18,436,337      18,334,787      
Furniture and equipment 1,538,312        1,569,634        
Textbooks 125,832           93,414             
Less: accumulated depreciation (2,926,706)      (2,082,197)      

Property and equipment, net 17,745,656      18,487,519      

19,833,627$    20,751,917      

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 96,733$           26,578             
Accrued salaries and related benefits 209,359           212,402           
Accrued interest 393,376           397,547           
Current portion of long-term debt 290,000           140,000           

Total current liabilities 989,468           776,527           

Long-term debt 12,730,000      13,020,000      
Total liabilities 13,719,468      13,796,527      

Unrestricted net assets 6,114,159        6,955,390        

 19,833,627$    20,751,917      

June 30
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Revenue and Support 2014 2013

State education support 3,256,114$    2,864,983      
Grant revenue 252,512         338,169         
Student fees 225,131         154,705         
Contributions 307,903         578,081         
Other 59,278           19,961           

Total revenue and support 4,100,938      3,955,899      

Expenses

Program services 4,300,804      4,435,527      
Management and general 641,365         689,887         

Total expenses 4,942,169      5,125,414      

Change in net assets before non-operating income (841,231)       (1,169,515)    

Non-Operating Income

Gain due to changes in legislative funding -                    466,558         

Change in net assets (841,231)       (702,957)       

Net assets, beginning of year 6,955,390      7,658,347      
 
Net assets, end of year 6,114,159$    6,955,390      

Year Ended June 30

THE HAMMOND URBAN ACADEMY, INC.

Statements of Activities
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Operating Activities 2014 2013

Change in net assets (841,231)$     (702,957)       
Adjustments to reconcile change in net assets
 to cash flows from operating activities:

Gain due to changes in legislative funding -                    (466,558)       
Depreciation and amortization 924,574         1,072,750      
Gain of disposal of assets (13,829)         -                    
Change in:

Grants receivable 141,399         (333,187)       
Prepaid expenses (30,979)         17,878           
Accounts payable and accrued expenses 62,941           501,212         

          Net cash provided by operating activities 242,875         89,138           

Investing Activities

Acquisition of property and equipment (198,842)       (454,482)       
Proceeds from sale of property and equipment 40,050           -                    
Liquidation of bond escrow account -                    158                

Net cash used by investing activities (158,792)       (454,324)       

Financing Activities

Net proceeds from Common School Fund loan -                    255,021         
Principal repayment of long-term debt (140,000)       -                    

Net cash provided (used) by financing activities (140,000)       255,021         

Net decrease in cash (55,917)         (110,165)       

Cash and cash equivalents, beginning of year 683,414         793,579         

Cash and cash equivalents, end of year 627,497$       683,414         

Supplemental disclosures:
  Cash paid for interest expense 867,375$       867,375         

Year Ended June 30
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THE HAMMOND URBAN ACADEMY, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 The Hammond Urban Academy, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and is sponsored by Ball 
State University.  The School is dedicated to provide the highest quality level of 
education to students in grades six to twelve by implementing state of the art 
technology and research-based instruction in an environment conducive to learning. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

  
 Grants Receivable 
 
 Grants receivable relate primarily to activities funded under federal grants and legislation 

enacted by the State of Indiana.  The School believes that it is operating in compliance 
with regulatory requirements and as such no allowance for doubtful accounts is deemed 
necessary. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which the educational services are rendered.   

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 
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THE HAMMOND URBAN ACADEMY, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
   Leasehold improvements .................................  30 years  
    Furniture and equipment .................................  3 to 5 years 
    Textbooks ........................................................  5 years 
 
 Taxes on Income 
 
 The Hammond Urban Academy, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the years ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
  Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012 and 2011 
are open to audit for both federal and state purposes. 

 
 Deferred Loan Costs 
 
 Costs associated with debt issuance are amortized over the life of the related debt 

obligation using the straight-line method.  Amortization of deferred loan costs is 
included in interest expense and amounted to $10,090 for each of the years ended June 
30, 2014 and 2013. 
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THE HAMMOND URBAN ACADEMY, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
  
 Cash and Cash Equivalents 
 
 Cash and cash equivalents consist of cash held in bank accounts and short-term, highly 

liquid investments with original maturities of three months or less. 
  
 Contributions 
 
  Contributions received are measured at their fair values and are reported as an increase in 

net assets.  The School reports gifts of cash and other assets as restricted support if they 
are received with donor stipulations that limit the use of the donated assets, or if they 
are designated as support for future periods.  Donor-restricted contributions whose 
restrictions are met in the same reporting period are reported as unrestricted support. 

 
 Subsequent Events 
 
 The School evaluated subsequent events through January 21, 2015, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July 
to December 2013 was eliminated. 

  
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 
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THE HAMMOND URBAN ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(2) Legislative Funding Changes, Continued 
 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans .....................................  $ 1,775,282 
   Repayment of accrued interest on Common School Fund loans .....      123,767 
       1,899,049 
   Elimination of School funding .........................................................  (1,432,491 ) 
 
       $    466,558    
 
 
 (3) Leases 
 
 The School leases certain items of office equipment under operating leases for terms from 

three to five years.  Expense under operating leases for the years ended June 30, 2014 
and 2013 was $9,545 and $11,214, respectively.  Future minimum lease obligations for 
noncancelable operating leases with initial lease terms in excess of one year are as 
follows: 

 
  Year Ending June 30: 
    2015 .................................................................................................  $ 5,160 
    2016 .................................................................................................    5,160 
    2017 .................................................................................................  2,580 
                                                                                           
 
(4) Retirement Plan 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are multiple-employer cost-sharing defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public 
Retirement System (“INPRS”) Board.  Contribution requirements of plan members are 
established by the INPRS Board.  For the years ended June 30, 2014 and 2013, the 
School contributed 10.5% of compensation for teaching faculty to TRF. The 
contribution to PERF for other employees was 10.75% of compensation.  Substantially 
all full-time employees are eligible to participate.  Retirement plan expense was 
$164,819 and $159,350 for the years ended June 30, 2014 and 2013, respectively. 
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THE HAMMOND URBAN ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(5) Long-Term Debt 
 
 Long-term debt at June 30, 2014 and 2013 consisted of a promissory note payable to the 

City of Hammond, funding for which was obtained by the issuance of Economic 
Development Revenue Bonds.  The bonds were issued for the purpose of (1) financing 
all or a portion of the costs of construction, installation, and equipping of the charter 
school facility consisting of 72,000 square feet of space, (2) construction period interest 
on the Qualified Obligations through February 15, 2011, (3) a debt service reserve fund, 
and (4) various costs incidental to the financing.  The note carries the same term as the 
related bonds, including interest at rates that vary from 6.5% to 6.75% and a maturity 
date of July 15, 2035.  Interest only was payable until January 2014 when semi-annual 
principal payments began.  The loan is secured by a first mortgage on the land and 
building as well as a security interest in all fixtures, equipment, and machinery installed 
therein.  The loan agreement also contains certain covenants that limit the School’s 
ability to create liens, incur indebtedness, dispose of facility assets, or change the nature 
of its business. 

 
 Principal maturities of long-term debt are scheduled as follows: 
 
  Year Ending June 30: 
    2015 .................................................................................................  $      290,000 
    2016 .................................................................................................  305,000 
    2017 .................................................................................................  325,000 
    2018 .................................................................................................  355,000 
    2019 .................................................................................................  375,000 
    Thereafter ........................................................................................   11,370,000 
      

   $13,020,000 
 
 The City of Hammond has also committed to supplement any anticipated shortfall the 

School may have in meeting the debt service obligation.  For the years ended June 30, 
2014 and 2013, the City of Hammond provided funding in the amounts of $306,543 and 
$469,828 to meet the debt service obligation. 
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THE HAMMOND URBAN ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
 (6) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition payments received.  The charter remains 
in effect until June 30, 2015, and is renewable thereafter by mutual consent.  Payments 
under this agreement were $82,606 and $79,135 for the years ended June 30, 2014 and 
2013, respectively. 

 
 
 (7) Risks and Uncertainties 
 
 The School provides education services to families residing in Lake and surrounding 

counties in Indiana, and is subject to the risks of economic and competitive forces at 
work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the accounts receivable balance was due from the State of Indiana.  
Bank deposits are maintained at First Merchants Bank and are insured up to the FDIC 
insurance limit.   
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THE HAMMOND URBAN ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(8) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                       2014                                                
                                                Program            Management                            
                                                                             Services               and General 
 
 Salaries and wages ...................................  $   1,625,378 302,892  
 Employee benefits ...................................  414,083 86,649 
 Authorizer’s fees .....................................  - 82,606 
 Supplies and materials .............................  76,819 9,665 
 Contracted transportation ........................         4,066              - 
 Depreciation and amortization ................  914,483 - 
 Equipment ...............................................  70,686 - 
 Food service expense ...............................  104,612 - 
 Insurance .................................................  - 57,606 
 Interest .....................................................  873,307 - 
 Occupancy ...............................................  120,114 - 
 Professional fees ......................................  70,486 77,680 
 Repairs and maintenance .........................  10,251               - 
 Staff development ....................................       7,590            - 
 Other ........................................................         8,929   24,267  
 
      $ 4,300,804   641,365   
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THE HAMMOND URBAN ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(8) Functional Expense Reporting, Continued 
 
                                                       2013                                                
                                                Program            Management                            
                                                                             Services               and General 
 
 Salaries and wages ...................................  $1,540,472 287,633  
 Employee benefits ...................................  428,804 68,734 
 Authorizer’s fees .....................................  - 79,135 
 Supplies and materials .............................  80,754 24,659 
 Contracted transportation ........................         4,844              - 
 Depreciation and amortization ................  1,072,750 - 
 Equipment ...............................................  122,049 - 
 Food service expense ...............................  114,424 - 
 Insurance .................................................  - 52,322 
 Interest .....................................................  867,375 60,416 
 Occupancy ...............................................  114,429 - 
 Professional fees ......................................  55,523 79,397 
 Repairs and maintenance .........................  10,511               - 
 Staff development ....................................       17,021            - 
 Other ........................................................        6,571   37,591  
 
      $ 4,435,527   689,887   
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THE HAMMOND URBAN ACADEMY, INC. 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The report presented herein was prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of The Hammond Urban Academy, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Hoosier Academy, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Hoosier Academy Indianapolis 
(an operating component of Hoosier Academy, Inc., a not-for-profit corporation), which 
comprise the statements of financial position as of June 30, 2014 and 2013, and the related 
statements of activities and cash flows for the years then ended, and the related notes to the 
financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States 
of America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America.  Those standards require that we plan and perform the audits to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Basis for Qualified Opinion 
 
As presented in Note 2 to the financial statements, the Indiana Legislature passed amendments 
to the Indiana Charter Schools Act that resulted in the suspension of funding in the amount of 
$163,940.  The School believes that these funds were earned under state law, that there was no 
legislative intent to retroactively defund the School as it transitioned to a new funding method 
for school year 2014, and that these funds cannot be withheld in the absence of other 
compensatory reimbursements.  Accordingly, the School is appealing this result with the state 
government for the unremitted funding shortfall with the expectation that it will ultimately be 
successful in restoring the unremitted income, and has reflected this income as a receivable on 
its statements of financial position as of June 30, 2014 and 2013.  Accounting principles 
generally accepted in the United States of America require that a potential gain that is 
contingent upon a future event be recognized when the amount is realized.  If the School were 
to recognize this gain contingency when realized, a write down of receivables in the amount of 
$163,940 would be required as of June 30, 2014 and 2013.  Accordingly, unrestricted net assets 
as of June 30, 2014 and 2013 and the change in net assets for the year ended June 30, 2013 
would be reduced by this amount.  
 
Qualified Opinion 
 
In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion 
paragraph, the financial statements referred to above present fairly, in all material respects, the 
financial position of Hoosier Academy Indianapolis as of June 30, 2014 and 2013 and the 
changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

         
Indianapolis, IN 
November 25, 2015
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Assets 2014 2013

Current assets:
Cash and cash equivalents 937,263$       885,439         
Accounts receivable:

State education support 163,940         163,940         
Grants 129,204         57,531           
K12 Classroom, LLC 4,362             4,000             
Other -                    2,399             

Prepaid expenses 44,522           45,675           
Total current assets 1,279,291      1,158,984      

Property and equipment:
Leasehold improvements 777,312         777,312         
Furniture and equipment 836,788         814,274         
Less: accumulated depreciation (1,051,043)    (885,121)       

Property and equipment, net 563,057         706,465         

 1,842,348$    1,865,449      

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses:

K12 Classroom, LLC 1,601,840$    1,660,432      
Other 237,508         201,084         

   Refundable advances 3,000             3,000             
Deferred rent -                933                

Total current liabilities 1,842,348      1,865,449      

Unrestricted net assets -                    -                    

 1,842,348$    1,865,449      

June 30

HOOSIER ACADEMY INDIANAPOLIS

Statements of Financial Position
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Revenue and Support 2014 2013

State education support 2,596,499$    3,150,615      
Grant revenue 129,739         182,228         
Contributions 22,513           -                    
Student fees 4,071             2,272             
Interest income 3,034             3,052             
Other income 2,843             11,451           

Total revenue and support 2,758,699      3,349,618      

Expenses

Program services 2,241,281      2,936,613      
Management and general 517,418         413,005         

  Total expenses 2,758,699      3,349,618      

Change in net assets -                    -                    

Net assets, beginning of year -                    -                    

Net assets, end of year -$                  -                    

HOOSIER ACADEMY INDIANAPOLIS

Statements of Activities

Year Ended June 30
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Operating Activities 2014 2013

Change in net assets -$                  -                    
Adjustments to reconcile change in net assets

to cash flows from operating activities:
Donated equipment (22,514)         -                    
Depreciation 165,922         218,048         
Change in:

Accounts receivable (69,636)         313,401         
Prepaid expenses 1,153             (17,790)         
Accounts payable and accrued expenses (22,168)         665,836         
Deferred rent (933)              (5,134)           
Refundable advances -                    3,000             

Net cash provided by operating activities 51,824           1,177,361      

Investing Activities

Purchases of property and equipment -                    (2,840)
Net cash used by investing activities -                    (2,840)           

Financing Activities

Repayments of K12 Classroom, LLC loan -                    (766,995)       
Net cash used by financing activities -                    (766,995)       

  
Net increase in cash 51,824           407,526         

Cash and cash equivalents, beginning of year 885,439         477,913         

Cash and cash equivalents, end of year 937,263$       885,439         

Year Ended June 30

HOOSIER ACADEMY INDIANAPOLIS
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HOOSIER ACADEMY INDIANAPOLIS 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Hoosier Academy Indianapolis (the "School") is a public charter school established under 

Indiana Code 20-24 and sponsored by Ball State University.  The sponsor granted a 
charter to the School’s organizer, Hoosier Academy, Inc., a public benefit not-for-profit 
organization incorporated under the laws of the State of Indiana.  Hoosier Academy, Inc. 
is also the organizer and governing body for one other Indiana charter school.  The School 
has entered into a service agreement with K12 Classroom, LLC to provide administrative 
and technology services. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding 
received by other public schools in the same geographic area.  Funding from the State of 
Indiana is based on enrollment and paid in monthly installments in July through June 
coinciding with the academic school year.  Revenue is recognized in the year in which 
educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful accounts 
is deemed necessary.  See Note 2 for additional information.   
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HOOSIER ACADEMY INDIANAPOLIS 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
  Cash and Cash Equivalents 
 
  Cash and cash equivalents consist of cash held in bank accounts and short-term, highly 

liquid investments with original maturities of three months or less. 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
     Leasehold improvements .........................  12 to 15 years 
     Furniture and equipment .........................  2 to 5 years  

 
 Taxes on Income 
 
 Hoosier Academy, Inc. has received a determination from the U.S. Treasury Department 

stating that it qualifies under the provisions of Section 501(c)(3) of the Internal Revenue 
Code as a tax-exempt organization; however, the organization would be subject to tax on 
income unrelated to its tax-exempt purpose.  For the years ended June 30, 2014 and 2013, 
no accounting for federal and state income taxes was required to be included in the 
accompanying financial statements. 

 
  Professional accounting standards require Hoosier Academy, Inc. to recognize a tax 

liability only if it is more likely than not the tax position would be sustained in a tax 
examination, with a tax examination being presumed to occur.  The amount recognized 
is the largest amount of tax liability that is greater than 50% likely of being realized on 
examination.  For tax positions not meeting the more-likely-than-not test, no tax liability 
is recorded.  Hoosier Academy, Inc. has examined this issue and has determined that there 
are no material contingent tax liabilities or questionable tax positions.  The tax years 
ending after 2011 are open to audit for both federal and state purposes. 
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HOOSIER ACADEMY INDIANAPOLIS 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
  Subsequent Events 
 
  The School evaluated subsequent events through November 25, 2015, the date these 

financial statements were available to be issued.  Events and transactions occurring 
through that date have been evaluated to determine whether recognition or disclosure in 
the financial statements would be required. 

 
 Reclassifications 
 
 Certain figures for 2013 that were previously reported have been reclassified for 

comparative purposes. 
 
 

(2) Accounts Receivable 
 
 Accounts receivable from the State of Indiana for education support reflect the following 

amounts as of June 30, 2014 and 2013: 
 
    Tuition support ..................................................................     $1,409,327 
    Special education grant .....................................................    153,827 
    Prime time grant ................................................................    10,804 
    Honors grant ......................................................................                1,350 
         1,575,308 
    Less:  reduction for loan forgiveness ................................    (1,411,368 )              
 
       $   163,940 
 
 The School’s accounts receivable balance for education support consists of amounts due 

from the State of Indiana for tuition support relating to (a) the first six months of the 
School’s initial school year and (b) enrollment growth occurring in subsequent school 
years. 

 
 Pursuant to IC §20-49-7, the State Board of Education was authorized to advance funds to 

charter schools via the State’s Common School Fund thereby allowing charter schools to 
finance operations for periods when adequate tuition support was not received.  These 
cash advances were made to charter schools through executed loan agreements with 
repayment terms that are defined in the statute. 

 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
352



HOOSIER ACADEMY INDIANAPOLIS 
 

Notes to Financial Statements 
 
 
(2) Accounts Receivable, Continued 
 
 In April 2013, the Indiana General Assembly repealed IC §20-49-7 with the passing of 

House Bill 1001 and established an appropriation to forgive charter schools for cash 
advances previously made through the Common School Fund.  The School applied for 
and was forgiven from repaying the balance of its indebtedness plus accrued interest of 
$1,411,368 as of June 30, 2013.  The receivable for education support has been reduced 
by the amount of the loan forgiven. 

 
 Members of the Indiana General Assembly and the executive branch have been informed 

that a number of charter schools remain with an accounts receivable balance and those 
charter schools believe that the State remains obligated for amounts not reimbursed 
through the provisions of House Bill 1001.  Legislative and administrative efforts are 
being made to resolve any outstanding obligations of the State.  

 
 
(3) Leases 
 
 The School leases the school facility under an operating lease with Patriots Place, LLC, and 

another building for administrative purposes from Franklin Road Realty, LLC.  The 
leases provide for monthly lease payments through August 2016 and June 2017, 
respectively.  The School also leases certain items of office equipment under an operating 
lease, which provides for monthly payments through August 2017.  Rent expense for the 
years ended June 30, 2014 and 2013 under these operating leases was $446,682 and 
$452,960, respectively. 

 
 Future minimum lease obligations under operating leases with initial terms in excess of one 

year are as follows: 
 
  Year Ended June 30: 
     2015 .........................................................  $411,465 
     2016 .........................................................  400,195 
     2017 .........................................................  255,608 
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HOOSIER ACADEMY INDIANAPOLIS 
 

Notes to Financial Statements 
 
 
(4) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition support received.  Payments under this charter agreement 
were $60,953 and $42,280 for the years ended June 30, 2014 and 2013, respectively.  The 
charter remains in effect until June 30, 2016, and is renewable thereafter by mutual 
consent. 

 
 The School has contracted with K12 Classroom, LLC to provide administrative and 

technology services.  Under the terms of the agreement, the School has agreed to pay an 
amount equal to 22% of revenues, as defined, for such services.  Such fees for the years 
ended June 30, 2014 and 2013 were $599,112 and $721,763, respectively.  The School 
also purchases certain other curriculum materials and supplies for which the School is 
billed as goods and services are received.  Such purchases aggregated $1,284,599 and 
$1,599,529 for the years ended June 30, 2014 and 2013.  This agreement remains in effect 
until June 30, 2016. 

 
 K12 Classroom, LLC has agreed to issue credits against the amounts billed for services and 

products provided, if needed, to ensure that the School does not end a fiscal year with a 
financial deficit.  For the years ended June 30, 2014 and 2013, service fees were reduced 
as follows:   

 
                                                                         Administrative           Other 
                                                                                   and                  Service 
                                                                        Technology Fees          Fees     
  Year Ended June 30, 2014: 
    Charges per contract ........................................  $ 599,112  1,284,599 
    Credits issued by K12 Classroom, LLC. .........   (599,112 )   (821,105 ) 
   
     Net charges ...................................................  $            -     463,494     
 
  Year Ended June 30, 2013: 
    Charges per contract ........................................  $721,763  1,599,500 
    Credits issued by K12 Classroom, LLC. .........  (721,763 )  (825,964 ) 
 
  
     Net charges ...................................................  $            -     773,536      
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HOOSIER ACADEMY INDIANAPOLIS 
 

Notes to Financial Statements 
 

 
(4) Commitments, Continued 
 
 The deficit credits provided by K12 Classroom, LLC are subject to repayment if the School 

experiences a surplus in subsequent fiscal years.  The amount of the repayment is based 
on a percentage of the surplus experienced during such fiscal year ranging from 25% to 
75% dependent upon the amount of the surplus.  Any unpaid credits remaining upon 
termination of the agreement are not subject to repayment.  The School is not able to 
estimate the amount of the repayment, if any, expected to be made in future years.   

 
 
(5) Retirement Plans 
 
 Retirement benefits for School employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”), which is a cost-sharing multiple-employer defined benefit 
retirement plan governed by the State of Indiana and administered by the Indiana Public 
Retirement System (“INPRS”) Board.  Contribution requirements of plan members are 
established by the INPRS Board.  Under the plan, the School contributes 7% of 
compensation for all participating personnel.  In lieu of TRF, employees can opt to 
participate in a 403(b) plan offered through the Indiana Public Charter School 
Association.  The School also contributes 7% of compensation to the 403(b) plan.  
Substantially, all full-time employees are eligible to participate in either plan.  Retirement 
plan expense was $47,359 and $70,831 for the years ended June 30, 2014 and 2013, 
respectively. 

 
 
(6) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Marion and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations could result in additional liability 
to be imposed. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014, 
substantially all of the receivable balance was due from the State of Indiana.  In addition, 
deposits are maintained at PNC Bank and are insured up to the FDIC insurance limit. 
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HOOSIER ACADEMY INDIANAPOLIS 
 

Notes to Financial Statements 
 
 

(7) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                          2014                                                    
                                                                  Program           Management        
                                                                   Services             and General 
 

 Salaries and wages .......................  $  716,823      193,402 
 Employee benefits .......................  177,190 42,817 
 Staff development ........................  3,532 - 
 Professional services ...................  102,634 131,939 
 Authorizer oversight fee ..............  - 60,953 

Food costs ....................................  25,208 - 
Equipment rental  
  and maintenance ........................  246,455 - 
Classroom and office supplies .....  323,982 42,203 
Occupancy ...................................  424,009 - 
Depreciation ................................  165,922 - 
Other ............................................           55,526   46,104 
 
                                                       $2,241,281 517,418  
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HOOSIER ACADEMY INDIANAPOLIS 
 

Notes to Financial Statements 
 
 

(7) Functional Expense Reporting, Continued 
 
                                                          2013                                                   
                                                                  Program            Management        
                                                                   Services             and General 
 

 Salaries and wages .......................  $  991,293      155,240 
 Employee benefits .......................  276,736 36,918 
 Staff development ........................  25,270 - 
 Professional services ...................  114,467 106,434 
 Authorizer oversight fee ..............  - 42,280 

Food costs ....................................  22,356 - 
Equipment rental  
  and maintenance ........................  546,043 - 
Classroom and office supplies .....  486,494 15,674 
Occupancy ...................................  206,356 - 
Depreciation ................................  218,048 - 
Interest .........................................  - 22,806 
Other ............................................           49,550   33,653 
 
                                                       $2,936,613 413,005  
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HOOSIER ACADEMY INDIANAPOLIS 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 
The report presented herein was prepared in addition to another official report prepared for the 
School as listed below: 
 

Supplemental Audit Report of Hoosier Academy Indianapolis 
 
The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

 
The Board of Directors 
Hoosier Academy, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Hoosier Academy Virtual Charter 
School (an operating component of Hoosier Academy, Inc., a not-for-profit corporation), which 
comprise the statements of financial position as of June 30, 2014 and 2013, and the related 
statements of activities and cash flows for the years then ended, and the related notes to the 
financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; 
this includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our qualified audit opinion. 
 
Basis for Qualified Opinion 
 
As presented in Note 2 to the financial statements, the Indiana Legislature passed 
amendments to the Indiana Charter Schools Act that resulted in the suspension of funding in 
the amount of $4,832,356.  The School believes that these funds were earned under state law, 
that there was no legislative intent to retroactively defund the School as it transitioned to a 
new funding method for school year 2014, and that these funds cannot be withheld in the 
absence of other compensatory reimbursements.  Accordingly, the School is appealing this 
result with the state government for the unremitted funding shortfall with the expectation that 
it will ultimately be successful in restoring the unremitted income, and has reflected this 
income as a receivable on its statements of financial position as of June 30, 2014 and 2013.  
Accounting principles generally accepted in the United States of America require that a 
potential gain that is contingent upon a future event be recognized when the amount is 
realized.  If the School were to recognize this gain contingency when realized, a write down 
of receivables in the amount of $4,832,356 would be required as of June 30, 2014 and 2013.  
Accordingly, unrestricted net assets as of June 30, 2014 and 2013 and the change in net assets 
for the year ended June 30, 2013 would be reduced by the same amount.  
 
Qualified Opinion 
 
In our opinion, except for the effects of the matter described in the Basis for Qualified 
Opinion paragraph, the financial statements referred to above present fairly, in all material 
respects, the financial position of Hoosier Academy Virtual Charter School as of June 30, 
2014 and 2013, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The accompanying schedule of expenditures of federal awards, as required by 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and 
Non-Profit Organizations, is presented for purposes of additional analysis and is not a 
required part of the financial statements.  Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the financial statements.  The information has been subjected to 
the auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the information is fairly 
stated, in all material respects, in relation to the financial statements as a whole. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
October 5, 2015 on our consideration of Hoosier Academy Virtual Charter School’s 
internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters.  The 
purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance.  That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering 
Hoosier Academy Virtual Charter School’s internal control over financial reporting and 
compliance. 

            
Indianapolis, IN 
November 25, 2015
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Assets 2014 2013

Current assets:
Cash and cash equivalents 3,082,315$    2,390,757      
Accounts receivable:

State education support 4,832,356      4,832,356      
Grants 794,746         240,883         
Hoosier Academy Indianapolis 7,201             132,788         
Hoosier Academy Muncie -                    4,214             
K12 Classroom, LLC 9,405             6,761             

Prepaid expenses 48,630           13,449           
Total current assets 8,774,653      7,621,208      

Furniture and equipment 333,899         149,899         
Less: accumulated depreciation (136,924)       (74,570)         

Furniture and equipment, net 196,975         75,329           

 8,971,628$    7,696,537      

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses:
  K12 Classroom, LLC 7,978,815$    7,184,941      
  Other 990,105         508,888         
Refundable advances 2,708             2,708             

Total current liabilities 8,971,628      7,696,537      

Unrestricted net assets -                    -                    

 8,971,628$    7,696,537      

HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL

Statements of Financial Position

June 30
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Revenue and Support 2014 2013

State education support 21,658,424$    17,241,849    
Grant revenue 1,042,276        886,645         
Other income 10,003             7,244             

Total revenue and support 22,710,703      18,135,738    

Expenses

Program services 18,714,229      17,053,578    
Management and general 3,996,474        1,082,160      

Total expenses 22,710,703      18,135,738    

Change in net assets -                      -                    

Net assets, beginning of year -                      -                    

Net assets, end of year -$                    -                    

HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL

Statements of Activities

Year Ended June 30
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Operating Activities 2014 2013

Change in net assets -$                  -                    
Adjustments to reconcile change in net assets

to cash flows from operating activities:
Forgiveness of Common School Fund loans -                    (3,714,282)    
Depreciation 62,354           49,016           
Change in:

Accounts receivable (426,706)       (922,228)       
Prepaid expenses (35,181)         (13,449)         
Accounts payable and accrued expenses 1,275,091      6,431,266      
Refundable advances -                    2,708             

Net cash provided by operating activities 875,558         1,833,031      

Investing Activities

Purchases of property and equipment (184,000)       (29,666)
Net cash used by investing activities (184,000)       (29,666)         

Financing Activities

Repayment of Indiana Common School Fund loan -                    (95,238)         
Net cash used by financing activities -                    (95,238)         

  
Net increase in cash 691,558         1,708,127      

Cash and cash equivalents, beginning of year 2,390,757      682,630         

Cash and cash equivalents, end of year 3,082,315$    2,390,757      

Supplemental disclosures:
Cash paid for interest expense -$                  174,090         

HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL

Statements of Cash Flows

Year Ended June 30
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Hoosier Academy Virtual Charter School (the "School") is a public charter school 

established under Indiana Code 20-24 and sponsored by Ball State University.  The 
sponsor granted a charter to the School’s organizer, Hoosier Academy, Inc., a public 
benefit not-for-profit organization incorporated under the laws of the State of Indiana.  
Hoosier Academy, Inc. is also the organizer and governing body for one other Indiana 
charter school.  The School commenced operations as of July 1, 2010 offering an on-
line curriculum that is open to students throughout the State of Indiana.   The School 
has entered into a service agreement with K12 Classroom, LLC to provide 
administrative and technology services. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools.  Funding from the State of Indiana is based on 
enrollment and paid in monthly installments in July through June coinciding with the 
academic school year.  Revenue is recognized in the year in which educational services 
are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary.  See Note 2 for additional information. 

 
  Cash and Cash Equivalents 
 
  Cash and cash equivalents consist of cash held in bank accounts and short-term, highly 

liquid investments with original maturities of three months or less. 
 
 Furniture and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and purchases with a unit cost of less than $1,000 are 
charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful life of the assets is three years. 
 
 Taxes on Income 
 
 Hoosier Academy, Inc. has received a determination from the U.S. Treasury Department 

stating that it qualifies under the provisions of Section 501(c)(3) of the Internal Revenue 
Code as a tax-exempt organization; however, the organization would be subject to tax 
on income unrelated to its tax-exempt purpose.  For the years ended June 30, 2014 and 
2013, no accounting for federal and state income taxes was required to be included in 
the accompanying financial statements. 
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Taxes on Income, Continued 
 
  Professional accounting standards require Hoosier Academy, Inc. to recognize a tax 

liability only if it is more likely than not the tax position would be sustained in a tax 
examination, with a tax examination being presumed to occur.  The amount recognized 
is the largest amount of tax liability that is greater than 50% likely of being realized on 
examination.  For tax positions not meeting the more-likely-than-not test, no tax liability 
is recorded.  Hoosier Academy, Inc. has examined this issue and has determined that 
there are no material contingent tax liabilities or questionable tax positions.  The tax 
years ending after 2011 are open to audit for both federal and state purposes. 

 
  Subsequent Events 
 
  The School evaluated subsequent events through November 25, 2015, the date these 

financial statements were available to be issued.  Events and transactions occurring 
through that date have been evaluated to determine whether recognition or disclosure in 
the financial statements would be required. 

 
 
(2) Accounts Receivable 
 
 Accounts receivable from the State of Indiana for education support reflect the following 

amounts as of June 30, 2014 and 2013: 
 
                                                                                  2014              2013 
 
     Tuition support ........................................  $ 7,584,650  7,584,650 
     Special education grant ...........................  1,036,274  1,036,274 
       8,620,924  8,620,924 
     Less: reduction for loan forgiveness .......  (3,788,568 ) (3,788,568) 
 
     $ 4,832,356  4,832,356 
 
 The School’s accounts receivable balance for education support consists of amounts due 

from the State of Indiana for tuition support relating to (a) the first six months of the 
School’s initial school year and (b) enrollment growth occurring in subsequent school 
years. 
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(2) Accounts Receivable, Continued 
 

 Pursuant to IC §20-49-7, the State Board of Education was authorized to advance funds to 
charter schools via the State’s Common School Fund thereby allowing charter schools 
to finance operations for periods when adequate tuition support was not received.  
These cash advances were made to charter schools through executed loan agreements 
with repayment terms that are defined in the statute. 

 
 In April 2013, the Indiana General Assembly repealed IC §20-49-7 with the passing of 

House Bill 1001 and established an appropriation to forgive charter schools for cash 
advances previously made through the Common School Fund.  The School applied for 
and was forgiven from repaying the balance of its indebtedness plus accrued interest of 
$3,788,568 as of June 30, 2013.  The receivable for education support has been reduced 
by the amount of the loan forgiven. 

 
 Members of the Indiana General Assembly and the executive branch have been informed 

that a number of charter schools remain with an accounts receivable balance and those 
charter schools believe that the State remains obligated for amounts not reimbursed 
through the provisions of House Bill 1001.  Legislative and administrative efforts are 
being made to resolve any outstanding obligations of the State. 

 
 
(3) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support received.  Payments under this 
charter agreement were $492,095 and $227,539 for the years ended June 30, 2014 and 
2013, respectively.  The charter remains in effect until June 30, 2016, and is renewable 
thereafter by mutual consent. 

 
 The School has contracted with K12 Classroom, LLC to provide administrative and 

technology services.  Under the terms of the agreement, the School has agreed to pay an 
amount equal to 22% of revenues, as defined, for such services.  Such fees for the years 
ended June 30, 2014 and 2013 were $5,008,781 and $3,988,268, respectively.  The 
School also purchases certain curriculum materials and supplies for which the School is 
billed as goods and services are received.  Such purchases aggregated $11,553,092 and 
$11,808,445 for the years ended June 30, 2014 and 2013.  This agreement remains in 
effect until June 30, 2016. 
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 
 

Notes to Financial Statements 
 
 

(3) Commitments, Continued 
 
 K12 Classroom, LLC has agreed to issue credits against the amounts billed for services 

and products provided, if needed, to ensure that the School does not end a fiscal year 
with a financial deficit.  For the years ended June 30, 2014 and 2013, service fees were 
reduced as follows:   

 
                                                                         Administrative           Other 
                                                                                   and                  Service 
                                                                        Technology Fees          Fees     
  Year Ended June 30, 2014: 
    Charges per contract ........................................  $5,008,781  11,553,092   
    Credits issued by K12 Classroom, LLC. .........    (   868,874 ) (                 - )  
 
     Net charges ...................................................  $4,139,907  11,553,092      
 
  Year Ended June 30, 2013: 
    Charges per contract ........................................  $3,988,268  11,808,445   
    Credits issued by K12 Classroom, LLC. .........  (2,561,468 ) (                - )  
 
     Net charges ...................................................  $1,426,800  11,808,445      
 
 The deficit credits provided by K12 Classroom, LLC are subject to repayment if the 

School experiences a surplus in subsequent fiscal years.  The amount of the repayment 
is based on a percentage of the surplus experienced during such fiscal year ranging from 
25% to 75% dependent upon the amount of the surplus.  Any unpaid credits remaining 
upon termination of the agreement are not subject to repayment.  The School is not able 
to estimate the amount of the repayment, if any, expected to be made in future years.   
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 
 

Notes to Financial Statements 
 

 
(4) Retirement Plans 
 
 Retirement benefits for School employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”), which is a cost-sharing multiple-employer defined benefit 
retirement plan governed by the State of Indiana and administered by the Indiana Public 
Retirement System (“INPRS”) Board.  Contribution requirements of plan members are 
established by the INPRS Board.  Under the plan, the School contributes 7% of 
compensation for all participating personnel.  In lieu of TRF, employees can opt to 
participate in a 403(b) plan offered through the Indiana Public Charter School 
Association.  The School also contributes 7% of compensation to the 403(b) plan.  
Substantially, all full-time employees are eligible to participate in either plan.  
Retirement plan expense was $211,241 and $162,963 for the years ended June 30, 2014 
and 2013, respectively. 

 
 
(5) Risks and Uncertainties 
 
 The School provides educational instruction services to students throughout the State of 

Indiana through its virtual curriculum, and is subject to the risks of economic and 
competitive forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations could result in additional 
liability to be imposed. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014, 
substantially all of the receivable balance was due from the State of Indiana.  In 
addition, cash deposits are maintained at PNC Bank and normally exceed the FDIC 
insurance limit. 
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 

Notes to Financial Statements 

(6) Functional Expense Reporting 

The costs of providing the educational activities have been summarized on a functional 
basis in the statements of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

  2014      
Program Management 
Services and General 

Salaries and wages .......................  $3,727,758 343,448 
Employee benefits .......................  974,007 72,863 
Staff development and 
  recruitment .................................  118,576 - 
Professional services ...................  2,306,573 195,549 
Management services ..................  - 2,557,773 
Authorizer oversight fee ..............  - 492,095 
Property rental and 
  technology support ....................  1,425,407 - 
Classroom and office supplies .....  9,974,737 58,278 
Occupancy ...................................  64,006 - 
Depreciation ................................  62,354 - 
Other ............................................        60,811  276,468   

$18,714,229 3,996,474 
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 

Notes to Financial Statements 

(6) Functional Expense Reporting, Continued 

2013
Program            Management       

  Services             and General 

Salaries and wages .......................  $  2,548,489     90,551 
Employee benefits .......................  697,375 22,183 
Staff development and 
  recruitment .................................  31,919 - 
Professional services ...................  1,906,913 146,657 
Management services ..................  - 157,806 
Authorizer oversight fee ..............  - 227,539 
Property rental and 
  technology support ....................  1,841,195 - 
Classroom and office supplies .....  9,870,907 57,476 
Occupancy ...................................  50,322 - 
Depreciation ................................  49,016 - 
Interest .........................................  - 159,486 
Other ............................................        49,550   220,462 

$17,053,578 1,082,160 
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Pass-Through Total
Federal Entity Federal

Federal Grantor Agency/Pass-Through Entity/ CFDA Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended

U.S. DEPARTMENT OF EDUCATION
Pass-Through Indiana Department of Education

Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 13-9865/14-9865 291,561$  

Special Education Cluster
Special Education - Grants to States 84.027 14214-538-PN01 417,064    

Charter Schools Program 84.282 118,864    

Improving Teacher Quality State Grants 84.367 54,357      

Total for federal grantor agency 881,846    

Total federal awards expended 881,846$  

HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2014
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 

Notes to the Schedule of Expenditures of Federal Awards 

Year Ended June 30, 2014 

(1) Basis of Presentation 

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes 
the federal grant activity of Hoosier Academy Virtual Charter School (the “School”) 
under programs of the federal government for the year ended June 30, 2014.  The 
information in this schedule is presented in accordance with the requirements of Office 
of Management and Budget (OMB) Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations.  Because the Schedule presents only a 
selected portion of the operations of the School, it is not intended to and does not 
present the financial position, changes in net assets, or cash flows of the School. 

(2) Summary of Significant Accounting Policies 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. 
Such expenditures are recognized following the cost principles contained in OMB 
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. 
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INDEPENDENT AUDITOR’S 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 

The Board of Directors 
Hoosier Academy, Inc. 

We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Hoosier Academy Virtual Charter School (the “School”), which comprise the 
statement of financial position as of June 30, 2014, and the related statements of activities and 
cash flows for the year then ended, and the related notes to the financial statements, and have 
issued our report thereon dated November 25, 2015. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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 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 corrected on a timely basis.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control 
that might be material weaknesses or significant deficiencies.  Given these limitations, during 
our audit we did not identify any deficiencies in internal control that we consider to be material 
weaknesses.  However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from 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 tests disclosed no 
instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the 
organization’s internal control and compliance.  Accordingly, this communication is not 
suitable for any other purpose. 

 
Indianapolis, IN 
November 25, 2015 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY 

OMB CIRCULAR A-133 
 
 

The Board of Directors 
Hoosier Academy, Inc. 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Hoosier Academy Virtual Charter School’s (the “School”) compliance with 
the types of compliance requirements described in the OMB Circular A-133 Compliance 
Supplement that could have a direct and material effect on each of the School’s major federal 
programs for the year ended June 30, 2014.  The School’s major federal programs are identified 
in the summary of auditor’s results section of the accompanying schedule of findings and 
questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, 
contracts, and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal 
programs based on our audit of the types of compliance requirements referred to above.  We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances. 
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We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program.  However, our audit does not provide a legal determination of the 
School’s compliance. 

Opinion on Each Major Federal Program 

In our opinion, Hoosier Academy Virtual Charter School complied, in all material 
respects, with the types of compliance requirements referred to above that could have a direct 
and material effect on each of its major federal programs for the year ended June 30, 2014. 

Report on Internal Control Over Compliance 

Management of Hoosier Academy Virtual Charter School is responsible for establishing 
and maintaining effective internal control over compliance with the types of compliance 
requirements referred to above.  In planning and performing our audit of compliance, we 
considered the School’s internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an 
opinion on compliance for each major federal program and to test and report on internal 
control over compliance in accordance with OMB Circular A-133, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance.  Accordingly, 
we do not express an opinion on the effectiveness of the School’s internal control over 
compliance. 

A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a 
type of compliance requirement of a federal program on a timely basis.  A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis.  A significant deficiency in internal 
control over compliance is a deficiency, or a combination of deficiencies, in internal control 
over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal control over compliance, yet important enough to 
merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control over compliance that might be material weaknesses or significant 
deficiencies.  We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses.  However, material weaknesses may exist that have not 
been identified. 
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The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133.  Accordingly, this report is not suitable for any other 
purpose. 

Indianapolis, IN 
November 25, 2015 
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 
 

Schedule of Findings and Questioned Costs 
 

 Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results 
 
 
Financial Statements 
 
Type of auditor’s report issued: Unmodified          
 
Internal control over financial reporting: 
 
 Material weaknesses: None Reported 
     
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
 
Noncompliance noted which is material  
 to financial statements: No 
    
Federal Awards 
 
Internal control over major programs: 
 
 Material weaknesses: None Reported 
    
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
    
Type of auditor’s report issued on compliance 
 for major programs: Unmodified 
 
Audit findings disclosed that are required 
 to be reported in accordance with section 
 510(a) of Circular A-133: No 
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results, Continued 
 
 
Identification of major programs: 
 
   CFDA Number                                            Name of Federal Program or Cluster 
 
       Special Education Cluster 
  84.027    Special Education – Grants to States 
 
  84.282   Charter Schools Program   
 

 
Dollar threshold used to distinguish 
 between Type A and Type B programs:     $300,000 
 
Auditee qualified as low-risk auditee: No 
 
 

II.  Financial Statement Findings 
 
 
No matters are reportable. 
 
 

III.  Federal Award Findings and Questioned Costs 
 

 
No matters are reportable. 
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HOOSIER ACADEMY VIRTUAL CHARTER SCHOOL 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The reports presented herein were prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Hoosier Academy Virtual Charter School 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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IMAGINE INDIANA LIFE SCIENCES 
    ACADEMY WEST, INC. 
 
Financial Statements and Federal Single Audit Report 
 
June 30, 2014 and 2013 
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INDEPENDENT AUDITOR’S REPORT 

 
The Board of Directors 
Imagine Indiana Life Sciences Academy West, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Imagine Indiana Life Sciences 
Academy West, Inc., which comprise the statements of financial position as of June 30, 2014 
and 2013, and the related statements of activities and cash flows for the years then ended, and 
the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Imagine Indiana Life Sciences Academy West, Inc. as of 
June 30, 2014 and 2013 and the changes in its net assets and its cash flows for the years then 
ended in accordance with accounting principles generally accepted in the United States of 
America. 
 
Other Matters 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The accompanying schedule of expenditures of federal awards, as required by 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and 
Non-Profit Organizations, is presented for purposes of additional analysis and is not a 
required part of the financial statements.  Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the financial statements.  The information has been subjected to 
the auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the information is fairly 
stated, in all material respects, in relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
December 12, 2014 on our consideration of Imagine Indiana Life Sciences Academy West, 
Inc.’s internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters.  The 
purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance.  That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering 
Imagine Indiana Life Sciences Academy West, Inc.’s internal control over financial reporting 
and compliance. 

             
Indianapolis, IN 
December 12, 2014 
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Assets 2014 2013

Current assets:
Cash 329,260$       705,937         
Accounts receivable:

Grants 82,383           72,908           
Other 47,356           7,547             

Prepaid expenses 9,061             3,720             
Total current assets 468,060         790,112         

Property and equipment:
Furniture, fixtures, and equipment 842,179         788,016         
Less: accumulated depreciation (711,042)        (581,993)        

Property and equipment, net 131,137         206,023         

 599,197$       996,135         

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses:

Due to Imagine Schools, Inc. 4,867$           262,471         
Other 103,966         113,109         

Refundable advances 11,379           5,440             
Total current liabilities 120,212         381,020         

Deferred rent payable 316,314         312,996         
Total liabilities 436,526         694,016         

Unrestricted net assets 162,671         302,119         

 599,197$       996,135         

IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC.

Statements of Financial Position

June 30

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
389



Revenue and Support 2014 2013

State education support 4,036,123$    4,264,254      
Grant revenue 1,396,793      1,425,086      
Student fees 32,267           52,660           
Rental income 3,880             3,020             
Contributions 3,059             353                
Other 59,800           56,361           
  Total revenue and support 5,531,922      5,801,734      

Expenses

Program services 4,581,695      4,638,705      
Management and general 1,089,675      990,302         
  Total expenses 5,671,370      5,629,007      

Change in net assets before non-operating revenue (139,448)        172,727         

Non-Operating Revenue

Gain due to changes in legislative funding -                     484,219         

Increase (decrease) in net assets (139,448)        656,946         

Net assets (deficiency), beginning of year 302,119         (345,733)        
 
Net assets, end of year 162,671$       302,119         

IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC.

Statements of Activities

Year Ended June 30
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Operating Activities 2014 2013

Change in net assets (139,448)$      656,946        
Adjustments to reconcile change in net assets to 

cash flows from operating activities:
Gain due to changes in legislative funding -                     (484,219)       
Depreciation 129,048         155,217        
Change in:

Accounts receivable (49,284)          (116,816)       
Prepaid expenses (5,340)            1,708            
Accounts payable and accrued expenses (263,429)        (42,398)         
Refundable advances 5,939             (6,503)           

Net cash provided (used) by operating activities (322,514)        163,935        

Investing Activities

Purchase of property and equipment (54,163)          (10,763)         
Net cash used by investing activities (54,163)          (10,763)         

Net increase (decrease) in cash (376,677)        153,172        

Cash, beginning of year 705,937         411,060        

Cash, end of year 329,260$       705,937        

IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC.

Statements of Cash Flows

Year Ended June 30
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Imagine Indiana Life Sciences Academy West, Inc. (the "School") is a public benefit not-

for-profit organization incorporated under the laws of the State of Indiana.  The School 
operates a public charter school established under Indiana Code 20-24 and is sponsored 
by Ball State University.  The School has entered into a service agreement with Imagine 
Schools, Inc., an organization incorporated in the State of Virginia, to provide 
curriculum, managerial, legal, and financial services. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which the educational services are rendered.   

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under grants and legislation of 

the State of Indiana.  The School believes that it is operating in compliance with 
regulatory requirements and as such no allowance for doubtful accounts is deemed 
necessary.  
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Notes to Financial Statements 
 
 
(1) Summary of Significant Accounting Policies, Continued 
 

Taxes on Income 
 
 Imagine Indiana Life Sciences Academy West, Inc. has received a determination from the 

U.S. Treasury Department stating that it qualifies under the provisions of Section 
501(c)(3) of the Internal Revenue Code as a tax-exempt organization; however, the 
School would be subject to tax on income unrelated to its tax-exempt purpose.  For the 
years ended June 30, 2014 and 2013, no accounting for federal and state income taxes 
was required to be included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012 and 2011 
are open to audit for both federal and state purposes.  

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives for furniture, fixtures and equipment 
range from three to twenty years. 

 
  Deferred Rent Payable 
 
  The operating lease on the school facility contains a provision for future rent increases.  

In accordance with generally accepted accounting principles, the School records 
monthly rent expense equal to the total payments due over the lease term, divided by the 
number of months of the lease term.  The difference between rent expense recorded and 
the amount paid is reflected as deferred rent payable in the accompanying statement of 
financial position. 
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Subsequent Events 
 
 The School evaluated subsequent events through December 12, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July 
to December 2013 was eliminated. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans .....................................  $2,386,657 
   Repayment of accrued interest on Common School Fund loans .....      229,689 
       2,616,346 
   Elimination of School funding .........................................................  (2,132,127 ) 
 
       $   484,219    
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Notes to Financial Statements 
 
 
(3) Leases 
 
 The School leases the school facility and certain items of equipment under operating 

leases.  The school facility is leased from Schoolhouse Finance, LLC, an affiliate of 
Imagine Schools, Inc., which is under contract to operate and manage the School.  The 
lease provides for monthly rental payments, which escalate at 2% annually, through 
June 30, 2019.  The equipment lease provides for monthly lease payments through May 
2017.  Lease expense under operating leases for the years ended June 30, 2014 and 
2013 was $1,111,660 and $1,111,197, respectively. 

 
 Future minimum lease obligations are as follows: 
 
 Year Ended June 30: 
    2015 ....................................................................................  $     1,129,951 
    2016 ....................................................................................  1,151,992 
    2017 ....................................................................................  1,172,148 
    2018 ....................................................................................  1,169,500 
    2019 ....................................................................................  1,192,890 
 
 
 (4) Commitments 
 
 The School has executed an operating agreement with Imagine Schools, Inc., whereby 

Imagine Schools, Inc. provides management, administrative, and educational 
programming services.  This agreement remains in effect so long as the School 
maintains its charter, but may be terminated by either party with appropriate advance 
notice.  Under terms of the agreement, the School has agreed to pay an amount equal to 
12% of revenues, as defined, for such services.  Aggregate payments to Imagine 
Schools, Inc. under this agreement were $458,894 and $492,468 for the years ended 
June 30, 2014 and 2013, respectively.  

 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the school has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support.  Payments under this charter 
agreement were $71,551 and $61,559 for the years ended June 30, 2014 and 2013, 
respectively.  The charter remained in effect until June 30, 2014.  As of July 1, 2014, 
the School changed its charter sponsorship to Trine University.  Under this agreement, 
the School has agreed to pay to Trine University an annual administrative fee equal to 
3% of state tuition support. 
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Notes to Financial Statements 
 
 
(5) Refundable Advances 
 
 The School has been awarded grants from the Indiana Department of Education to 

provide educational instruction.  The grants are considered to be exchange transactions.  
Accordingly, revenue is recognized when earned and expenses are recognized as 
incurred.  At June 30, 2014 and 2013, the School had refundable grant advances in 
excess of expenditures of $11,379 and $5,440, respectively. 

 
 
(6) Retirement Plan 
 
 The School participates in a Section 401(k) retirement plan sponsored by Imagine 

Schools, Inc. for the benefit of its employees.  Under the plan, the School will match 
100% of employee contributions not to exceed 5% of compensation for the plan year.  
Additional contributions may be made to the plan at the discretion of the board of 
directors.  No discretionary contributions were made in 2014 and 2013.  Retirement 
plan expense for the years ended June 30, 2014 and 2013 was $54,202 and $54,261, 
respectively. 

 
 
 (7) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing primarily in 

Marion County, Indiana, and is subject to the risks of economic and competitive forces 
at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014, 63% of 
the accounts receivable balance was due from the State of Indiana.   

 
 All deposits are maintained at JP Morgan Chase Bank and are insured up to the FDIC 

insurance limit. 
 
 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
396



 

-11- 
 

IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Notes to Financial Statements 
 
 

(8) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                        2014                                                 
           Program                   Management 
            Services                   and General    
 
  Salaries and wages ............................................  $ 1,732,574 344,635 
 Employee benefits ............................................  353,281 48,151
 Professional services ........................................  86,674 47,991 
 Staff development and recruitment ..................  26,007 - 
 Academic services  ...........................................  - 458,894 
 Authorizer oversight fee ...................................  - 71,550 
 Food costs .........................................................  292,439 -
 Transportation service ......................................  249,240 -
 Property rental ..................................................  - 29,240 
 Information technology ....................................  - 42,842 
 Classroom, kitchen and office supplies ............  246,645 24,262 
     Occupancy ........................................................  1,453,115 - 
 Depreciation .....................................................  129,048 -
 Other .................................................................       12,672           22,110                
  
                                                                         $ 4,581,695       1,089,675 
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Notes to Financial Statements 
 

 
(8) Functional Expense Reporting, Continued 
 
 
                                                        2013                                                 
           Program                   Management 
            Services                   and General    
 
  Salaries and wages ............................................   $1,757,049 223,430 
 Employee benefits ............................................  337,833 33,163
 Professional services ........................................  122,560 44,541 
 Staff development and recruitment ..................  13,473 - 
 Academic services  ...........................................  - 492,468 
 Authorizer oversight fee ...................................  - 61,559 
 Food costs .........................................................  320,995 -
 Transportation service ......................................  328,640 -
 Property rental ..................................................  - 25,433 
 Information technology ....................................  - 38,229 
 Classroom, kitchen and office supplies ............  188,832 24,541 
     Occupancy ........................................................  1,407,981 - 
 Depreciation .....................................................  155,217 -
 Interest ..............................................................  - 19,693
 Other .................................................................         6,125        27,245 
  
                                                                         $4,638,705       990,302 
 
 

 
 
 
 
 
 
 
 
 
 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
398



Federal Pass-Through Total Federal
Federal Grantor Agency/Pass-Through Entity/ CFDA Entity Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended

U.S. DEPARTMENT OF AGRICULTURE
Pass-through Indiana Department of Education

Child Nutrition Cluster
School Breakfast Program 10.553 76,228$        
National School Lunch Program 10.555 207,961        

Total for cluster 284,189        

U.S. DEPARTMENT OF EDUCATION
Pass-through Indiana Department of Education

Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 13-9850 104,187        

84.010 14-9850 518,056        

Special Education Cluster
Special Education - Grants to States 84.027 14213-554-PN01 88,352          

84.027 14214-554-PN01 22,866          

Charter Schools Program 84.282 SY2012-13-006 113,125        

English Language Acquisition Grants 84.365 01113-098-PN01 9,533            
84.365 01114-031-PN01 6,514            

Improving Teacher Quality State Grants 84.367 12-9850 7,958            

Total for federal grantor agency 870,591        

Total federal awards expended 1,154,780$   

IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC.

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2014
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Notes to the Schedule of Expenditures of Federal Awards 
 

Year Ended June 30, 2014  
 
 

(1) Basis of Presentation 
 
 The accompanying schedule of expenditures of federal awards (the “Schedule”) includes 

the federal grant activity of Imagine Indiana Life Sciences Academy West, Inc. (the 
“School”) under programs of the federal government for the year ended June 30, 2014.  
The information in this schedule is presented in accordance with the requirements of the 
Office of Management and Budget (OMB) Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations.  Because the Schedule presents only a 
selected portion of the operations of the School, it is not intended to and does not 
present the financial position, changes in net assets, or cash flows of the School. 

 
 
(2) Summary of Significant Accounting Policies 
 
 Expenditures reported on the Schedule are reported on the accrual basis of accounting.  

Such expenditures are recognized following the cost principles contained in OMB 
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. 
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INDEPENDENT AUDITOR’S 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 
 
 

The Board of Directors 
Imagine Indiana Life Sciences Academy West, Inc. 
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Imagine Indiana Life Sciences Academy West, Inc. (the “School”), which 
comprise the statement of financial position as of June 30, 2014, and the related statements of 
activities, and cash flows for the year then ended, and the related notes to the financial 
statements, and have issued our report thereon dated December 12, 2014. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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 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 corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from 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 tests disclosed no 
instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the 
organization’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
Indianapolis, IN 
December 12, 2014 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB 

CIRCULAR A-133 
 
 

The Board of Directors 
Imagine Indiana Life Sciences Academy West, Inc. 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Imagine Indiana Life Sciences Academy West, Inc.’s (the “School”) 
compliance with the types of compliance requirements described in the OMB Circular A-133 
Compliance Supplement that could have a direct and material effect on each of the School’s 
major federal programs for the year ended June 30, 2014. The School’s major federal programs 
are identified in the summary of auditor’s results section of the accompanying schedule of 
findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about the School s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances. 
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We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination of the 
School’s compliance. 
 
Opinion on Each Major Federal Program 
 
In our opinion, Imagine Indiana Life Sciences Academy West, Inc. complied, in all material  
respects, with the types of compliance requirements referred to above that could have a direct 
and material effect on each of its major federal programs for the year ended June 30, 2014. 
 
Report on Internal Control Over Compliance 
 
Management of Imagine Indiana Life Sciences Academy West, Inc. is responsible for 
establishing and maintaining effective internal control over compliance with the types of 
compliance requirements referred to above. In planning and performing our audit of 
compliance, we considered the School’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to 
determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each major federal program and to test and report on 
internal control over compliance in accordance with OMB Circular A-133, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the School’s internal 
control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a 
type of compliance requirement of a federal program on a timely basis. A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal 
control over compliance is a deficiency, or a combination of deficiencies, in internal control 
over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal control over compliance, yet important enough to 
merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control over compliance that might be material weaknesses or significant 
deficiencies. We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 
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The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other 
purpose. 

 
Indianapolis, IN 
December 12, 2014 
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Schedule of Findings and Questioned Costs 
 

 Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results 
 
 
Financial Statements 
 
Type of auditor’s report issued: Unmodified          
 
Internal control over financial reporting: 
 
 Material weaknesses: None Reported 
     
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
 
Noncompliance noted which is material  
 to financial statements: No 
    
Federal Awards 
 
Internal control over major programs: 
 
 Material weaknesses: None Reported 
    
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
    
Type of auditor’s report issued on compliance 
 for major programs: Unmodified 
 
Audit findings disclosed that are required 
 to be reported in accordance with section 
 510(a) of Circular A-133: No 
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results, Continued 
 
 
Identification of major programs: 
 
   CFDA Number                                            Name of Federal Program or Cluster 

 
       Title I, Part A Cluster 
  84.010     Grants to Local Educational Agencies 
 

 
Dollar threshold used to distinguish 
 between Type A and Type B programs:     $300,000 
 
Auditee qualified as low-risk auditee: Yes 
 
 

II.  Financial Statement Findings 
 
 
No matters are reportable. 
 
 

III.  Federal Award Findings and Questioned Costs 
 

 
No matters are reportable. 
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IMAGINE INDIANA LIFE SCIENCES ACADEMY WEST, INC. 
 

Exit Conference 
 

Year Ended June 30, 2014 
 
 

The contents of this report were discussed on January 16, 2015 with Bianca Rivers (School 
Leader), Amy Williams (Regional Business Manager), Steven Ramos (Board Chair), Jorge 
Arredondo (Board Treasurer), and Angelica Cely (School Business Manager). 
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INDIANA CONNECTIONS ACADEMY, INC. 

Financial Statements and Federal Single Audit Report 

June 30, 2014 and 2013 
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Indiana Connections Academy, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Indiana Connections Academy, 
Inc., which comprise the statements of financial position as of June 30, 2014 and 2013, and the 
related statements of activities and cash flows for the years then ended, and the related notes to 
the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Basis for Qualified Opinion 
 
As presented in Note 2 to the financial statements, the Indiana Legislature passed amendments 
to the Indiana Charter Schools Act that resulted in the suspension of funding in the amount of 
$6,859,281.  The School believes that this was not the intent of the legislation and has appealed 
this result with its elected officials, anticipating a resolution by 2017.  The School believes that 
it will ultimately be successful in restoring this income through legislative channels, and 
continues to reflect this amount as a receivable on its statements of financial position as of June 
30, 2014 and 2013.  Accounting principles generally accepted in the United States of America 
require that a potential gain that is contingent upon a future event be recognized when the 
amount is realized.  If the School were to recognize this gain contingency when realized, a 
write down of receivables in the amount of $3,848,885 would be required as of June 30, 2014 
and 2013.  The change in net assets for the year ended June 30, 2013 and unrestricted net assets 
as of June 30, 2014 and 2013 would be reduced by the same amount.  
 
Qualified Opinion 
 
In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion 
paragraph, the financial statements referred to above present fairly, in all material respects, the 
financial position of Indiana Connections Academy, Inc. as of June 30, 2014 and 2013, and the 
changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The accompanying schedule of expenditures of federal awards, as required by Office 
of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, is presented for purposes of additional analysis and is not a required part 
of the financial statements.  Such information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to prepare 
the financial statements.  The information has been subjected to the auditing procedures applied 
in the audit of the financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used 
to prepare the financial statements or to the financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United 
States of America.  In our opinion, the information is fairly stated, in all material respects, in 
relation to the financial statements as a whole. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
March 27, 2015 on our consideration of Indiana Connections Academy, Inc.’s internal control 
over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements and other matters.  The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance 
and the results of that testing, and not to provide an opinion on internal control over financial 
reporting or on compliance.  That report is an integral part of an audit performed in accordance 
with Government Auditing Standards in considering Indiana Connections Academy, Inc.’s 
internal control over financial reporting and compliance. 

            
Indianapolis, IN 
March 27, 2015 
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Assets 2014 2013

Current assets:
Cash 3,163,535$  3,192,164       
Accounts receivable:

State tuition support 3,848,885    3,848,885       
Grants 291,830       627,919          
Other 737              902                 

Prepaid expense 12,368         10,762            
Total current assets 7,317,355    7,680,632       

Property and equipment:
Leasehold improvements 3,132           2,132              
Furniture and equipment 77,530         8,523              
Less: accumulated depreciation (12,496)        (1,708)            

Property and equipment, net 68,166         8,947              

 7,385,521$  7,689,579       

Liabilities and Net Assets

Current liabilities:
Due to Connections Academy of Indiana, LLC 6,889,092$  7,148,289       
Other accounts payable and accrued expenses 486,472       465,604          

Total current liabilities 7,375,564    7,613,893       

Unrestricted net assets 9,957           75,686            

 7,385,521$  7,689,579       

June 30

INDIANA CONNECTIONS ACADEMY, INC.

Statements of Financial Position
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Revenue and Support  2014 2013

State education support 17,587,186$   13,718,563        
Grant revenue 933,214          940,636             
Other 2,325              1,504                 

Total revenue and support 18,522,725     14,660,703        

Expenses

Program services 16,777,498     13,490,891        
Management and general 1,810,956       1,096,446          

  Total expenses 18,588,454     14,587,337        

Change in net assets (65,729)           73,366               

Net assets, beginning of year 75,686            2,320                 

Net assets, end of year 9,957$            75,686               

INDIANA CONNECTIONS ACADEMY, INC.

Statements of Activities

Year Ended June 30
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Operating Activities  2014 2013

Change in net assets (65,729)$        73,366               
Adjustments to reconcile change in net assets to net

cash from operating activities:
Depreciation 10,788           1,708                 
Change in:

State tuition support receivable -                     (2,158,079)         
Grants and other receivables 336,254         (571,040)            
Prepaid expense (1,606)            (2,903)                
Due to Connections Academy of Indiana, LLC (259,197)        2,631,244          
Other accounts payable and accrued expenses 20,868           228,143             

Net cash provided by operating activities 41,378           202,439             

Investing Activities

Purchases of property and equipment (70,007) (10,655)
Net cash used by investing activities (70,007)          (10,655)              

Financing Activities

Proceeds from Common School Fund loan -                     3,594,503
Principal repayments on Common School Fund loan -                     (599,084)

Net cash provided by financing activities -                     2,995,419          

Net increase (decrease) in cash (28,629)          3,187,203          

Cash, beginning of year 3,192,164      4,961                 

Cash, end of year 3,163,535$    3,192,164          

Supplementary information:
Cash payments for interest expense -$               14,870               

INDIANA CONNECTIONS ACADEMY, INC.

Statements of Cash Flows

Year Ended June 30
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Indiana Connections Academy, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
virtual public charter school established under Indiana Code 20-24 and sponsored by Ball 
State University.  The School, which previously operated as a pilot program established 
by Rural Community Schools, Inc., commenced operations as a separate entity as of 
January 1, 2012.  

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to funding received 
by other public schools.  Funding from the State of Indiana is based on enrollment, and 
paid in monthly installments in July through June coinciding with the academic school 
year.  Revenue is recognized in the year in which educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful accounts 
is deemed necessary with regard to such receivables.   
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.  The estimated useful lives generally are as follows: 
 
   Leasehold improvements ....................................................   3 to 7 years 
   Furniture and equipment ....................................................   5 to 7 years 
 
 Taxes on Income 
 
 Indiana Connections Academy, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the periods ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years 2013 and 2012 are open to 
audit for both federal and state purposes.  

 
 Subsequent Events 
 
  The School evaluated subsequent events through March 27, 2015, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related disclosures 
would be required. 
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Reclassifications 
 
 Certain figures for 2013 that were previously reported have been reclassified for 

comparative purposes. 
 
 
(2) Legislative Changes 
 

Pursuant to IC §20-49-7, the State Board of Education was authorized to advance funds to 
charter schools via the State’s Common School Fund thereby allowing charter schools to 
finance operations for periods when adequate tuition support was not received. These 
cash advances were made to charter schools through executed loan agreements with 
repayment terms that are defined in the statute. 

 
In April 2013, the Indiana General Assembly repealed IC §20-49-7 with the passing of 

House Bill 1001 and established an appropriation to forgive charter schools for cash 
advances previously made through the Common School Fund.  The School obtained a 
loan in the amount of $3,594,503 in 2013, and subsequently repaid $599,084.  The School 
applied for and was forgiven from repaying the balance of the remaining indebtedness 
plus accrued interest of $3,010,396 as of June 30, 2013.  An allowance has been 
established against the School’s related accounts receivable balance in the amount of the 
loan forgiven (See Note 3). 

 
In the same session, the Indiana legislature passed amendments to the Indiana Charter 

Schools Act that altered the manner in which charter schools are funded.  Prior to 
enactment, charter schools received funding in the calendar year following the start of 
the academic school year.  As such, the School followed the practice of recognizing at 
June 30 a receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  As of June 
30, 2013, total funding remaining due to the School was $6,859,281.  Effective July 1, 
2013, school funding is paid following the State of Indiana fiscal year of July to June, 
which is similar to the School’s academic year.  
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(2) Legislative Changes, Continued 
 

The Indiana legislature has not yet addressed the remaining tuition support in the amount 
of $6,859,281 due to the School as of June 30, 2013. Members of the Indiana General 
Assembly have been informed that a number of charter schools remain with an accounts 
receivable balance and those charter schools believe that the State remains obligated for 
amounts not reimbursed through the provisions of House Bill 1001. Legislative efforts 
are being made to resolve any outstanding obligations of the State, with final resolution 
anticipated to occur by 2017.  The School believes that these funds are owed and are 
realizable.  

 
 
(3) Accounts Receivable 
 
 The School’s accounts receivable balance consists primarily of amounts due from the State 

of Indiana for the operating periods in which State funding has not been received. As of 
June 30, 2013, the State forgave the remaining balance of the School’s operating loan 
made through the Common School Fund.  As the loan was provided to finance the 
School’s operations when revenue was not received, the School has established an 
allowance against the accounts receivable balance in the amount forgiven.  

 
 Accounts receivable from the State of Indiana for education support reflect the following 

amounts as of June 30, 2014 and 2013: 
 
                                                                                             2014                2013 
 
   Tuition support .............................................................     $ 6,267,272  6,267,272 
   Special education grant ................................................     592,009     592,009 
       6,859,281  6,859,281 
   Less:  allowance for Common School loan forgiven ...  (3,010,396 ) (3,010,396 ) 
  
     $ 3,848,885   3,848,885 
 
 
(4) Retirement Plans 
 
 School personnel are eligible to participate in a 401(k) retirement plan sponsored by 

Connections Education, LLC.  Under the plan, the School will match 100% of employee 
contributions up to 3% of compensation and 50% of employee contributions for the next 
3% of compensation.  The School may also make additional discretionary contributions.  
No discretionary contributions were made in 2014 and 2013.  Retirement plan expense 
for the years ended June 30, 2014 and 2013 was $57,624 and $32,810, respectively. 
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(5) Leases 
 
 The School leases its operating facilities as well as certain items of office equipment under 

operating leases for terms from three to four years.  Expense under operating leases for 
the years ended June 30, 2014 and 2013 was $145,005 and $108,989, respectively.  Future 
minimum lease obligations for noncancelable operating leases with initial lease terms in 
excess of one year are as follows: 

 
    Year Ending June 30: 
      2015 ......................................................................  $151,883 
      2016 ......................................................................  152,540 
      2017 ......................................................................  154,978 
      2018 ......................................................................  157,860 
      2019 ......................................................................  13,175 
 
 
(6) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition support received.  Expense under this charter agreement 
was $369,966 and $295,710 for the years ended June 30, 2014 and 2013, respectively.  
The charter remains in effect until June 30, 2016, and is renewable thereafter by mutual 
consent. 

 
 The School has contracted with Connections Academy of Indiana, LLC to provide 

instructional materials and services as well as administrative and technology services.  As 
compensation for these services, the School negotiates a schedule of fees for services for 
each year of the term of agreement, which remains in effect until June 30, 2016.  Such 
fees for the years ended June 30, 2014 and 2013 were as follows: 

 
                                                                                 2014                 2013   
 
    Enrollment/unit based fees .........................  $   8,907,470  7,461,201 
    Revenue based fees ....................................    3,942,621    2,960,100 
                                                                             12,850,091  10,421,301 
    Less:  discretionary fee reduction ...............  (1,393,500 )  (1,689,500 ) 
 
                                                                           $ 11,456,591  8,731,801 
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(7) Risks and Uncertainties 
 
 The School provides educational instruction services in a virtual school environment to 

families residing in Indiana, and is subject to the risks of economic and competitive forces 
at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional liability 
to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the receivable balance was due from the State of Indiana.  In addition, 
deposits maintained at PNC Bank are insured up to the FDIC insurance limit. 
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(8) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statements of activities.  Accordingly, certain expenses have been allocated 
between program services and management and general activities.  Following is a 
summary of expenses comprising each program and service for the years ended June 30, 
2014 and 2013: 

 
                                                      2014                                                         
             Program            Management 
              Services            and General          
  
     Salaries and wages ................................  $  4,577,586 - 
    Employee benefits ................................  1,211,639 - 
    Professional services ............................  172,946 267,359 
    Staff development and recruitment  .....  220,231 5,709 
    Authorizer oversight fee .......................  - 369,966 
    School administration and support 
       services ..............................................  2,051,961 1,037,565 
    Travel ....................................................  56,715 - 
    Technology ...........................................  2,427,124 - 
    Equipment ............................................  13,196 - 
     Classroom and office supplies 
       and materials ......................................  5,654,525 - 
    Testing ..................................................  206,882 - 
    Occupancy ............................................  145,805 - 
    Repairs and maintenance ......................  9,529 - 
    Insurance ..............................................  - 4,258 
    Depreciation .........................................  10,788 - 
    Other .....................................................        18,571    126,099        
 
      $16,777,498  1,810,956   
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(8) Functional Expense Reporting, Continued 
 
                                                      2013                                                         
             Program            Management 
              Services            and General          
  
     Salaries and wages ................................  $ 3,719,117 - 
    Employee benefits ................................  981,485 - 
    Professional services ............................  177,180 268,793 
    Staff development and recruitment  .....  123,783 7,419 
    Authorizer oversight fee .......................  - 295,710 
    School administration and support 
       services ..............................................  1,436,235 432,886 
    Travel ....................................................  57,601 - 
    Technology ...........................................  2,136,601 - 
    Equipment ............................................  13,835 - 
     Classroom and office supplies 
       and materials ......................................  4,517,574 - 
    Testing ..................................................  191,271 - 
    Occupancy ............................................  101,641 - 
    Repairs and maintenance ......................  1,523 - 
    Insurance ..............................................  - 5,996 
    Depreciation .........................................  1,708 - 
    Interest ..................................................  - 29,847 
    Other .....................................................         31,337     55,795        
 
      $13,490,891  1,096,446   
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Pass-Through Total
Federal Entity Federal

Federal Grantor Agency/Pass-Through Entity/ CFDA Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended

U.S. DEPARTMENT OF EDUCATION
Pass-Through Indiana Department of Education

Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 14-9905 415,986$  

Special Education Cluster
Special Education - Grants to States 84.027 14214-557-PN01 395,237    

84.027A 99910-557-TA01 5,743        

Improving Teacher Quality State Grants 84.367 68,575      

Total federal awards expended 885,541$  

INDIANA CONNECTIONS ACADEMY, INC.

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2014
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Notes to the Schedule of Expenditures of Federal Awards 
 

Year Ended June 30, 2014  
 
 

(1) Basis of Presentation 
 
  The accompanying schedule of expenditures of federal awards (the “Schedule”) includes 

the federal grant activity of Indiana Connections Academy, Inc. (the “School”) under 
programs of the federal government for the year ended June 30, 2014.  The information 
in this schedule is presented in accordance with the requirements of the Office of 
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments, 
and Non-Profit Organizations.  Because the Schedule presents only a selected portion of 
the operations of the School, it is not intended to and does not present the financial 
position, changes in net assets or cash flows of the School. 

 
 
(2) Summary of Significant Accounting Policies 
 
  Expenditures reported on the Schedule are reported on the accrual basis of accounting.  

Such expenditures are recognized following the cost principles contained in OMB 
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. 
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INDEPENDENT AUDITOR’S 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 

 

 

The Board of Directors 
Indiana Connections Academy, Inc. 
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Indiana Connections Academy, Inc. (the “School”), which comprise the 
statement of financial position as of June 30, 2014 and the related statements of activities and 
cash flows for the year then ended, and the related notes to the financial statements, and have 
issued our report thereon dated March 27, 2015. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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 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 corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
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Our consideration of internal control was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control 
that might be material weaknesses or significant deficiencies. Given these limitations, during 
our audit we did not identify any deficiencies in internal control that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from 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 tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the School’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the 
organization’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
Indianapolis, IN 
March 27, 2015 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB 

CIRCULAR A-133 
 
 

The Board of Directors 
Indiana Connections Academy, Inc. 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Indiana Connections Academy, Inc.’s (the “School”) compliance with the 
types of compliance requirements described in the OMB Circular A-133 Compliance 
Supplement that could have a direct and material effect on each of the School’s major federal 
programs for the year ended June 30, 2014. The School’s major federal programs are identified 
in the summary of auditor’s results section of the accompanying schedule of findings and 
questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances.  
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We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination of the 
School’s compliance. 
 
Opinion on Each Major Federal Program 
 
In our opinion, Indiana Connections Academy, Inc. complied, in all material respects, with the 
types of compliance requirements referred to above that could have a direct and material effect 
on each of its major federal programs for the year ended June 30, 2014. 
 
Report on Internal Control Over Compliance 
 
Management of Indiana Connections Academy, Inc. is responsible for establishing and 
maintaining effective internal control over compliance with the types of compliance 
requirements referred to above. In planning and performing our audit of compliance, we 
considered the School’s internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal program to determine the auditing 
procedures that are appropriate in the circumstances for the purpose of expressing an opinion 
on compliance for each major federal program and to test and report on internal control over 
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an 
opinion on the effectiveness of internal control over compliance. Accordingly, we do not 
express an opinion on the effectiveness of the School’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a 
type of compliance requirement of a federal program on a timely basis. A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material noncompliance 
with a type of compliance requirement of a federal program will not be prevented, or detected 
and corrected, on a timely basis. A significant deficiency in internal control over compliance 
is a deficiency, or a combination of deficiencies, in internal control over compliance with a 
type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those 
charged with governance. 
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Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over compliance that might be material weaknesses or significant deficiencies. We did 
not identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other 
purpose. 

          
Indianapolis, IN 
March 27, 2015 
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Schedule of Findings and Questioned Costs 
 

 Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results 
 
 
Financial Statements 
 
Type of auditor’s report issued: Qualified Opinion          
 
Internal control over financial reporting: 
 
 Material weaknesses: None Reported 
     
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
 
Noncompliance noted which is material  
 to financial statements: No 
    
Federal Awards 
 
Internal control over major programs: 
 
 Material weaknesses: None Reported 
    
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
    
Type of auditor’s report issued on compliance 
 for major programs: Unmodified 
 
Audit findings disclosed that are required 
 to be reported in accordance with section 
 510(a) of Circular A-133: No 
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014 
 

I.  Summary of Auditor’s Results, Continued 
 
 
Identification of major programs: 
 
   CFDA Number                                            Name of Federal Program or Cluster 
          
                                                  Special Education Cluster 
 84.027                                                       Special Education – Grants to States 
 
 84.367    Improving Teacher Quality State Grants 
 
 
Dollar threshold used to distinguish 
 between Type A and Type B programs:     $300,000 
 
Auditee qualified as low-risk auditee: No 
 
 

II.  Financial Statement Findings 
 
No matters were reportable. 
 
 

III.  Federal Award Findings and Questioned Costs 
 

No matters were reportable. 
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INDIANA CONNECTIONS ACADEMY, INC. 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The reports presented herein were prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Indiana Connections Academy, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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Financial Statements and Federal Single Audit Report 
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INDEPENDENT AUDITOR’S REPORT 
 
 
The Board of Directors 
Indiana Math and Science Academy – Indianapolis, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Indiana Math and Science 
Academy –  Indianapolis, Inc. (the “School”), which comprise the statements of financial 
position as of June 30, 2014 and 2013, and the related statements of activities and cash flows for 
the years then ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Indiana Math and Science Academy - Indianapolis, Inc. as 
of June 30, 2014 and 2013 and the changes in its net assets and its cash flows for the years 
then ended in accordance with accounting principles generally accepted in the United States 
of America. 
 
Other Matters 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The accompanying schedule of expenditures of federal awards, as required by 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and 
Non-Profit Organizations, is presented for purposes of additional analysis and is not a 
required part of the financial statements.  Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the financial statements.  The information has been subjected to 
the auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the information is fairly 
stated, in all material respects, in relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
November 21, 2014 on our consideration of Indiana Math and Science Academy – 
Indianapolis, Inc.’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters.  The purpose of that report is to describe the scope of our testing of internal control 
over financial reporting and compliance and the results of that testing, and not to provide an 
opinion on internal control over financial reporting or on compliance.  That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in 
considering Indiana Math and Science Academy – Indianapolis, Inc.’s internal control over 
financial reporting and compliance.   

      
  
Indianapolis, IN 
November 21, 2014 
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Assets 2014 2013

Current assets:
Cash 364,377$       340,169         
Grants receivable 72,255           63,488           

Total current assets 436,632         403,657         

Restricted cash 100,000         100,000         
Property and equipment:

Textbooks and library books 210,379         210,379         
Leasehold improvements 437,297         394,191         
Furniture and equipment 921,543         883,070         
Less:  accumulated depreciation (1,047,973)    (841,886)       

Property and equipment, net 521,246         645,754         

 1,057,878$    1,149,411      

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 346,458$       224,676         

Total current liabilities 346,458         224,676         

Deferred rent payable 35,842           30,638           
Total liabilities 382,300         255,314         

Unrestricted net assets 675,578         894,097         

 1,057,878$    1,149,411      

June 30
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Revenue and Support 2014 2013

State education support 4,072,461$     3,428,594         
Grant revenue 958,091          1,081,931         
Student fees 97,048            55,466              
Interest 460                 590                   
Contributions 172                 155                   
Other 13,925            20,380              

Total revenue and support 5,142,157       4,587,116         

Expenses

Program services 3,931,235       3,658,754         
Management and general 1,429,441       1,018,141         

Total expenses 5,360,676       4,676,895         

Decrease in net assets before non-operating revenue (218,519)         (89,779)            

Non-Operating Revenue

Gain due to changes in legislative funding -                      699,492            

Increase (decrease) in net assets (218,519)         609,713            

Net assets, beginning of year 894,097          284,384            
 
Net assets, end of year 675,578$        894,097            

Year Ended June 30

INDIANA MATH AND SCIENCE ACADEMY - INDIANAPOLIS, INC.

Statements of Activities
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Operating Activities 2014 2013

Change in net assets (218,519)$       609,713        
Adjustments to reconcile change in net assets

to cash flows from operating activities:
Gain due to changes in legislative funding -                      (699,492)       
Depreciation 206,087          221,509        
Change in:

Grants receivable (8,767)             202,259        
Prepaid expenses -                      25,465          
Accounts payable and accrued expenses 121,782          (128,084)       
Deferred rent payable 5,204              15,612          

Net cash provided by operating activities 105,787          246,982        

Investing Activities

Acquisition of property and equipment (81,579)           (150,934)       
Loans to affiliated entity, net of repayments -                      100,000        

Net cash used by investing activities (81,579)           (50,934)         

Net increase in cash 24,208            196,048        

Cash, beginning of year 340,169          144,121        

Cash, end of year 364,377$        340,169        

Year Ended June 30

INDIANA MATH AND SCIENCE ACADEMY - INDIANAPOLIS, INC.

Statements of Cash Flows
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Indiana Math and Science Academy – Indianapolis, Inc. (the "School") is a public benefit 

not-for-profit organization incorporated under the laws of the State of Indiana.  The 
School operates a public charter school established under Indiana Code 20-24 and 
sponsored by Ball State University.   

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

  
 Restricted Cash 
  
 Under terms of the facility lease, the School is required to provide a letter of credit to the 

landlord in the event of default.  To secure the letter of credit, the School has pledged a 
certificate of deposit. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary. 

 
 Subsequent Events 
 
 The School evaluated subsequent events through November 21, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 

 
 Revenue Recognition  
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to funding 
received by other public schools in the same geographic area.  Funding from the State 
of Indiana is based on enrollment, and is paid in monthly installments in July through 
June coinciding with the academic school year.  Revenue is recognized in the year in 
which educational services are rendered.  

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs and minor replacement costs are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Textbooks and library books ..............................................  5 years 
    Leasehold improvements ....................................................  10 to 15 years 
    Furniture and equipment ....................................................     3-5 years 
 
 Taxes on Income 
 
 Indiana Math and Science Academy – Indianapolis, Inc. has received a determination 

from the U.S. Treasury Department stating that it qualifies under the provisions of 
Section 501(c)(3) of the Internal Revenue Code as a tax-exempt organization; however, 
the organization would be subject to tax on income unrelated to its tax-exempt purpose.  
For the years ended June 30, 2014 and 2013, no accounting for federal and state income 
taxes was required to be included in the accompanying financial statements. 
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Taxes on Income, Continued 
 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012, and 2011 
are open to audit for both federal and state purposes.  

 
  Deferred Rent Payable 
 
  The operating lease on the school facility contains a provision for future rent increases.  

In accordance with generally accepted accounting principles, the School records 
monthly rent expense equal to the total payments due over the lease term, divided by the 
number of months of the lease term.  The difference between rent expense recorded and 
the amount paid is reflected as deferred rent payable in the accompanying statement of 
financial position. 

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in monthly installments in the calendar year following the 
start of the academic school year.  As such, the School followed the practice of 
recognizing at June 30 of each year a receivable for payments to be made to the School 
in the subsequent July through December time period, which represented amounts due 
for services rendered.  Effective July 1, 2013, charter school funding is paid following 
the State of Indiana fiscal year of July to June, which is similar to the School’s 
academic year.  As part of this legislative amendment, the funding owed to the School 
under prior legislation for the period July to December 2013 was suspended. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Notes to Financial Statements 
 
 

(2) Legislative Funding Changes, Continued 
 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised 
of the following: 

    
   Repayment of Common School Fund loans ...................................   $2,109,144 
   Repayment of accrued interest on Common School Fund loans ....      304,645  
       2,413,789 
   Elimination of School funding .......................................................   (1,714,297 ) 
 
       $  699,492 
 
 
(3) Leases  
 
 In 2007, the School executed a ten-year lease on a building used as its school facility 

under an operating lease agreement with Godby Redevelopment Company, LLC.  The 
lease provides for monthly rental payments which increase annually over the term of the 
agreement.  The School has the option to extend the lease for an additional five-year 
term.  Under the lease, the School is also responsible for repairs, maintenance, and 
utilities.   

 
 The School also leases office equipment under operating leases which expire in 2016. 
 
 Total lease expense for the years ended June 30, 2014 and 2013 was $455,867 and 

$468,963, respectively.  A schedule of minimum lease obligations as of June 30, 2014 
follows: 

 
  Year Ended June 30: 
    2015 ........................................................................  $440,070 
    2016 ........................................................................  448,159  
    2017 ........................................................................  448,310 
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Notes to Financial Statements 
  
 
(4) Retirement Plan 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public 
Retirement System (“INPRS”) Board.  Contribution requirements of plan members are 
established by the INPRS Board.  For the years ended June 30, 2014 and 2013, the 
School contributed 7.5% of compensation for teaching faculty to TRF.   The 
contribution to PERF for other employees for the years ended June 30, 2014 and 2013 
was 10.0% and 9.0%, respectively.  Substantially all full-time employees are eligible to 
participate.  Retirement plan expense was $164,181 and $158,519 for the years ended 
June 30, 2014 and 2013, respectively. 

 
 
(5) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support.  Payments under this agreement 
totaled $74,086 and $49,528 for the years ended June 30, 2014 and 2013, respectively.  
Effective July 1, 2014, the School changed its sponsor affiliation to the Mayor’s Office 
of the City of Indianapolis.  This charter agreement remains in effect until June 30, 
2021.  No annual administrative fees will be required. 

 
 The School has contracted with Concept Schools, Inc. to provide on-going training and 

consultation, personnel, recruitment and admissions, and other services.  Under the 
terms of the agreement, the School has agreed to pay an amount equal to 10% of 
revenues, as defined, for such services.  Payments under this agreement totaled 
$407,247 and $150,987 for the years ended June 30, 2014 and 2013, respectively.  This 
agreement is renewable annually. 
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Notes to Financial Statements 
 
 
(6) Risks and Uncertainties 
 
 The School provides education services to families residing in Marion and surrounding 

counties in Indiana, and is subject to the risks of economic and competitive forces at 
work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the accounts receivable balance was due from the State of Indiana.  
In addition, deposits are maintained at PNC Bank and BMO Harris Bank and are 
insured up to the FDIC insurance limit.   
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Notes to Financial Statements 
 
 

(7) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between programs and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                       2014                                                
                                                Program            Management                            
                                                                             Services               and General 
 
 Salaries and wages ...................................  $1,688,379 576,786  
 Employee benefits ...................................  454,380 178,345 
 Staff development and recruitment .........  51,878 - 
 Academic services ...................................         -             414,377 
 Authorizer’s oversight fee .......................  - 74,086 
 Food service ............................................  250,027 - 
 Transportation service .............................  261,032 - 
 Other professional services .....................  156,769 25,094 
 Textbooks ................................................  75,025 - 
 Classroom, kitchen and office supplies ...  101,556 41,239 
 Equipment rental and expense .................  78,093 - 
 Occupancy ...............................................  551,431 - 
 Depreciation ............................................  206,087 - 
 Insurance .................................................  - 44,423 
 Advertising ..............................................  - 27,190 
 Other ........................................................      56,578     47,901  
 
      $ 3,931,235 1,429,441 
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Notes to Financial Statements 
 

 
(7) Functional Expense Reporting, Continued 
 
                                                       2013                                                
                                                Program            Management                            
                                                                             Services               and General 
 
 Salaries and wages ...................................  $1,535,740 378,340  
 Employee benefits ...................................  423,412 105,194 
 Staff development and recruitment .........  50,419 - 
 Academic services ...................................         -             150,987 
 Authorizer’s oversight fee .......................  - 49,527 
 Food service ............................................  229,263 - 
 Transportation service .............................  333,767 - 
 Other professional services .....................  117,278 136,142 
 Textbooks ................................................  26,903 - 
 Classroom, kitchen and office supplies ...  88,169 36,925 
 Equipment rental and expense .................  67,640 - 
 Occupancy ...............................................  539,734 - 
 Depreciation ............................................  221,509 - 
 Interest .....................................................  -               84,366 
 Insurance .................................................  - 35,478 
 Advertising ..............................................  - 12,815 
 Other ........................................................      24,920     28,367  
 
      $ 3,658,754   1,018,141   
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Pass-Through Total
Federal Entity Federal

Federal Grantor Agency/Pass-Through Entity/ CFDA Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended

U.S. DEPARTMENT OF AGRICULTURE
Pass-Through Indiana Department of Education

Child Nutrition Cluster
School Breakfast Program 10.553 65,388$    
National School Lunch Program 10.555 186,455    

Total for cluster 251,843    

U.S. DEPARTMENT OF EDUCATION
Pass-Through Indiana Department of Education

Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 491,583    

Special Education Cluster
Special Education - Grants to States 84.027 14213-563-PN01 95,811      

Improving Teacher Quality State Grants 84.367 65,935      

Total for federal grantor agency 653,329    

Total federal awards expended 905,172$  

Year Ended June 30, 2014

INDIANA MATH AND SCIENCE ACADEMY - INDIANAPOLIS, INC.

Schedule of Expenditures of Federal Awards
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Notes to the Schedule of Expenditures of Federal Awards 
 

Year Ended June 30, 2014  
 
 

(1) Basis of Presentation 
 
 The accompanying schedule of expenditures of federal awards (the “Schedule”) includes 

the federal grant activity of Indiana Math and Science Academy – Indianapolis, Inc. 
(“the School”) under programs of the federal government for the year ended June 30, 
2014.  The information in this schedule is presented in accordance with the 
requirements of the Office of Management and Budget (OMB) Circular A-133, Audits 
of States, Local Governments, and Non-Profit Organizations.  Because the Schedule 
presents only a selected portion of the operations of the School, it is not intended to and 
does not present the financial position, changes in net assets or cash flows of the 
School. 

 
 
(2) Summary of Significant Accounting Policies 
 
 Expenditures reported on the Schedule are reported on the accrual basis of accounting.  

Such expenditures are recognized following the cost principles contained in OMB 
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. 
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INDEPENDENT AUDITOR’S 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 

 
 

The Board of Directors 
Indiana Math and Science Academy – Indianapolis, Inc. 
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Indiana Math and Science Academy – Indianapolis, Inc.  (the “School”), 
which comprise the statement of financial position as of June 30, 2014, and the related 
statements of activities and cash flows for the year then ended, and the related notes to the 
financial statements, and have issued our report thereon dated November 21, 2014. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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 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 corrected on a timely basis.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses.  
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from 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 tests disclosed no 
instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control or on compliance.  This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the 
organization’s internal control and compliance.  Accordingly, this communication is not 
suitable for any other purpose. 

 
Indianapolis, IN 
November 21, 2014 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB 

CIRCULAR A-133 
 

The Board of Directors 
Indiana Math and Science Academy – Indianapolis, Inc. 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Indiana Math and Science Academy – Indianapolis, Inc.’s (the “School”) 
compliance with the types of compliance requirements described in the OMB Circular A-133 
Compliance Supplement that could have a direct and material effect on each of the School’s 
major federal programs for the year ended June 30, 2014.  The School’s major federal programs 
are identified in the summary of auditor’s results section of the accompanying schedule of 
findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal 
programs based on our audit of the types of compliance requirements referred to above.  We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances. 
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We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program.  However, our audit does not provide a legal determination of the 
School’s compliance. 
 
Opinion on Each Major Federal Program 
 
In our opinion, Indiana Math and Science Academy – Indianapolis, Inc. complied, in all 
material respects, with the types of compliance requirements referred to above that could 
have a direct and material effect on each of its major federal programs for the year ended 
June 30, 2014. 
 
Report on Internal Control Over Compliance 
 
Management of Indiana Math and Science Academy – Indianapolis, Inc. is responsible for 
establishing and maintaining effective internal control over compliance with the types of 
compliance requirements referred to above.  In planning and performing our audit of 
compliance, we considered the School’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to 
determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each major federal program and to test and report on 
internal control over compliance in accordance with OMB Circular A-133, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the School’s internal 
control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a 
type of compliance requirement of a federal program on a timely basis.  A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis.  A significant deficiency in internal 
control over compliance is a deficiency, or a combination of deficiencies, in internal control 
over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal control over compliance, yet important enough to 
merit attention by those charged with governance. 
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Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control over compliance that might be material weaknesses or significant 
deficiencies.  We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133.  Accordingly, this report is not suitable for any other 
purpose. 

 
Indianapolis, IN 
November 21, 2014 
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Schedule of Findings and Questioned Costs 
 

 Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results 
 
 
Financial Statements 
 
Type of auditor’s report issued: Unmodified          
 
Internal control over financial reporting: 
 
 Material weaknesses: None Reported 
     
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
 
Noncompliance noted which is material  
 to financial statements: No 
    
Federal Awards 
 
Internal control over major programs: 
 
 Material weaknesses: None Reported 
    
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
    
Type of auditor’s report issued on compliance 
 for major program: Unmodified 
 
Audit findings disclosed that are required 
 to be reported in accordance with section 
 510(a) of Circular A-133: No 
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results, Continued 
 
 
Identification of major programs: 
 
   CFDA Number                                            Name of Federal Program or Cluster 
          
                                                    Title I, Part A Cluster 
 84.010                                                    Grants to Local Educational Agencies
  

 
Dollar threshold used to distinguish 
 between Type A and Type B programs:     $300,000 
 
Auditee qualified as low-risk auditee: No 
 
 

II.  Financial Statement Findings 
 

No matters are reportable. 
 
 

III.  Federal Award Findings and Questioned Costs 
 

No matters are reportable. 
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INDIANA MATH AND SCIENCE ACADEMY – INDIANAPOLIS, INC. 
 

Other Reports 
 

Year Ended June 30, 2014  
 
 

The reports presented herein were prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Indiana Math and Science Academy – Indianapolis, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 

 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
459



 
 
 
 

 
 
 
 
 
MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC. 
d/b/a 
INSPIRE ACADEMY 
 
Financial Statements 
 
June 30, 2014 and 2013 
 
 
 
 

 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
460



Page
Independent Auditor's Report 1-2

Statements of Financial Position 3

Statements of Activities 4

Statements of Cash Flows 5

Notes to Financial Statements 6-12

Other Reports 13

MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC.
d/b/a

INSPIRE ACADEMY

Table of Contents

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
461



 
 
 

INDEPENDENT AUDITOR’S REPORT 
 

 
The Board of Directors 
Muncie Public Charter School of Inquiry, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Muncie Public Charter School of 
Inquiry, Inc. d/b/a Inspire Academy, which comprise of statements of financial position as of 
June 30, 2014 and 2013, the related statements of activities and cash flows for the years then 
ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control.  
Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Muncie Public Charter School of Inquiry, Inc. as of June 30, 2014 
and 2013, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 

                                                                                
Indianapolis, IN 
May 14, 2015 
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Assets 2014 2013

Current assets:
Cash 127,628$      61,932          
Grants receivable 1,334            3,750            
Prepaid expense 19,500          21,813          

Total current assets 148,462        87,495          

Property and equipment:
Furniture and equipment 126,298        2,449            
Less: accumulated depreciation (32,011)         (880)              

Property and equipment, net 94,287          1,569            

 242,749$      89,064          

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 32,938$        1,555            
Note payable -                    100,000        
Refundable advances 5,040            -                    

Total current liabilities 37,978          101,555        

Net assets:
Unrestricted 142,703        (12,491)         
Temporarily restricted 62,068          -                    

Total net assets (deficiency) 204,771        (12,491)         

 242,749$      89,064          

June 30

MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC.

Statements of Financial Position

d/b/a
INSPIRE ACADEMY
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Temporarily Temporarily
Revenue and Support Unrestricted Restricted Total Unrestricted Restricted Total

State education support 842,019$     -                   842,019       -$                 -                   -                   
Grant revenue 370,088       250,000       620,088       81,862         -                   81,862         
Student fees 10,613         -                   10,613         25                -                   25                
Contributions 9,215           -                   9,215           7,950           -                   7,950           
Other income 3,107           -                   3,107           194              -                   194              
Net assets released from restrictions 187,932       (187,932)      -                   -                   -                   -                   

Total revenue and support 1,422,974    62,068         1,485,042    90,031         -                   90,031         

Expenses

Program services 1,036,872    -                   1,036,872    58,416         -                   58,416         
Management and general 230,908       -                   230,908       44,555         -                   44,555         

Total expenses 1,267,780    -                   1,267,780    102,971       -                   102,971       

Change in net assets 155,194       62,068         217,262       (12,940)        -                   (12,940)        

Net assets (deficiency), beginning of year (12,491)        -               (12,491)        449              -                   449              

Net assets (deficiency), end of year 142,703$     62,068         204,771       (12,491)$      -                   (12,491)        

MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC.
d/b/a

INSPIRE ACADEMY

Statements of Activities

Year Ended June 30, 2014 Year Ended June 30, 2013
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Operating Activities 2014 2013

Change in net assets 217,262$       (12,940)          
Adjustments to reconcile change in net assets

to net cash from operating activities:
Depreciation 31,131           775                
Change in:

Accounts receivable 2,416             17,907           
Prepaid expense 2,313             (20,246)          
Accounts payable and accrued expenses 31,383           1,555             
Refundable advances 5,040             -                     

Net cash provided (used) by operating activities 289,545         (12,949)          

Investing Activities

Acquisition of property and equipment (123,849)        (1,500)            
Net cash used by investing activities (123,849)        (1,500)            

Financing Activities

Proceeds from note payable, net of repayments (100,000)        75,000           
Net cash provided (used) by financing activities (100,000)        75,000           

  
Net increase in cash 65,696           60,551           

Cash, beginning of year 61,932           1,381             

Cash, end of year 127,628$       61,932           

Supplemental disclosures:
Cash payments for interest expense 2,650$           243                

Year Ended June 30

Statements of Cash Flows

MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC.
d/b/a

INSPIRE ACADEMY
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MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC. 
d/b/a 

INSPIRE ACADEMY 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Muncie Public Charter School of Inquiry, Inc. (the "School") is a public benefit not-for-

profit organization incorporated under the laws of the State of Indiana.  The School 
operates a public charter school established under Indiana Code 20-24 and sponsored by 
Ball State University.  The School serves students in grades kindergarten to fifth by 
providing an alternative to the traditional elementary school program.  The School began 
operations with the 2013-14 academic school year.  

 
  Financial Statement Presentation 
 
  The School reports its financial position and activities according to two classes of assets as 

follows: 
 

 Unrestricted net assets, which represent net assets that the Board of Directors has 
discretionary control to use in carrying on the activities of the School in accordance 
with its articles of incorporation and by-laws. 

 
 Temporarily restricted net assets, which represent net assets restricted by the donor, 

grantor, or other outside party for a specific purpose or until the passage of time. 
 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful accounts 
is deemed necessary.  
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MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC. 
d/b/a 

INSPIRE ACADEMY 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 

 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding 
received by other public schools in the same geographic area.  Funding from the State of 
Indiana is based on enrollment, and paid in monthly installments in July through June 
coinciding with the academic school year.  Revenue is recognized in the year in which 
educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Taxes on Income 
 
 Muncie Public Charter School of Inquiry, Inc. has received a determination from the U.S. 

Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) of 
the Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax exempt purpose.  For the years ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
  Professional accounting standards require the School to recognize a tax liability only if it is 

more likely than not the tax position would be sustained in a tax examination, with a tax 
examination being presumed to occur.  The amount recognized is the largest amount of 
tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013 and 2012 are open 
to audit for both federal and state purposes. 
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MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC. 
d/b/a 

INSPIRE ACADEMY 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives range from three to five years, 
 
 Subsequent Events 
 
  The School evaluated subsequent events through May 14, 2015, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related disclosures 
would be required. 

 
 

(2) Leases 
 
 The School leases its facility and certain items of office equipment under operating leases.  

The facility lease requires monthly payments over a 5-year term based on a rate of $10 
per square foot of leased space (18,000 square feet as of June 30, 2014).    Expense under 
these leases for the years ended June 30, 2014 and 2013 was $173,226 and $449, 
respectively.  Future minimum obligations under non-cancellable operating leases are as 
follows: 

 
  Year Ending June 30: 
    2015 ............................................................  $180,000 
    2016 ............................................................  180,000 
    2017 ............................................................  180,000 
    2018 ............................................................  180,000 
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MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC. 
d/b/a 

INSPIRE ACADEMY 
 

Notes to Financial Statements 
 
 

(3) Note Payable 
 
 The School has a $300,000 revolving line-of-credit with Touch Consulting, Ltd.  Drawings 

against the line of credit bear interest at a variable rate reflective of the lender’s 
incremental borrowing rate (4% at June 30, 2014) and are secured by all School assets.  
There was no balance owing under the line of credit as of June 30, 2014 ($100,000 as of 
June 30, 2013).   

 
 
(4) Refundable Advances 
 
 The School has been awarded grants from the Indiana Department of Education to provide 

educational instruction.  The grants are considered to be exchange transactions.  
Accordingly, revenue is recognized when earned and expenses are recognized as 
incurred.  At June 30, 2014, the School had refundable grant advances in excess of 
expenditures of $5,040. 

 
 
(5) Benefit Plans 
 
 The School contracts with a professional employer organization (PEO) to manage its human 

resource requirements.  Under this contract, the School leases its employees from the 
PEO, and reimburses the PEO for all personnel costs, including salaries and benefits.  All 
employees are eligible to participate in a 403(b) plan offered through the Indiana Public 
Charter School Association.  Under this plan, the School contributes 7% of compensation 
as defined.  Additional contributions may be made to the plan at the discretion of the 
board of directors.  No discretionary contributions were made in 2014 or 2013.  Teaching 
personnel have the option to participate in a retirement plan provided by the Indiana State 
Teachers’ Retirement Fund (“TRF”), which is a cost-sharing multiple-employer defined 
benefit retirement plan governed by the State of Indiana and administered by the Indiana 
Public Retirement System (“INPRS”) Board.  Contribution requirements of plan 
members are established by the INPRS Board.  For the year ended June 30, 2014, the 
School contributed 7.5% of compensation for all participating personnel to TRF.  
Retirement plan expense under all plans was $11,487 for the year ended June 30, 2014.   
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MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC. 
d/b/a 

INSPIRE ACADEMY 
 

Notes to Financial Statements 
 
 
(6) Restrictions on Assets 
 
 Temporarily restricted net assets as of June 20, 2014 totaling $62,068 relate to funds 

received from the Walton Family Foundation.  The funds are to be used according to the 
approved budget for various program expenses.  Grant related expenditures of $187,932 
were incurred in 2014, resulting in temporarily restricted net assets being released from 
restrictions. 

 
 

(7) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition support.  Expense under this charter agreement was $7,059 
for the year ended June 30, 2014.  The charter remains in effect until June 30, 2018, and 
is renewable thereafter by mutual consent. 

 
 

(8) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Delaware and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional liability 
to be imposed on the School. 
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MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC. 
d/b/a 

INSPIRE ACADEMY 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting 
 
 The costs of providing educational activities have been summarized on a functional basis 

in the statement of activities.  Accordingly, certain expenses have been allocated between 
program and management services.  Following is a summary of expenses comprising 
each program and service for the years ended June 30, 2014 and 2013: 

 
                                                     2014                                                    
            Program              Management 
             Services              and General          
 
 Salaries, wages and employee benefits ...  $      498,050 102,423  
 Professional services ...............................  73,580 73,880 
 Authorizer oversight fee ..........................  - 7,059 
 Staff development ....................................  79,943 - 
 Equipment ...............................................  12,270 973 
 Classroom and office supplies .................  83,058 11,199 
 Connectivity ............................................  27,291 - 
 Occupancy ...............................................  175,281 - 
 Food .........................................................  55,703 - 
 Depreciation ............................................  31,131 - 
 Interest .....................................................  - 2,650 
 Insurance .................................................  - 13,572 
 Other ........................................................                   565   19,152 
 
      $1,036,872   230,908   
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MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC. 
d/b/a 

INSPIRE ACADEMY 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting, Continued 
 

                                                     2013                                                    
            Program              Management 
             Services              and General          
 
 Salaries, wages and employee benefits ...  $          - 17,973  
 Professional services ...............................  - 17,579 
 Authorizer oversight fee ..........................  - - 
 Staff development ....................................  51,353 - 
 Equipment ...............................................  1,540 - 
 Classroom and office supplies .................  - 1,939 
 Connectivity ............................................  1,742 - 
 Occupancy ...............................................  449 - 
 Food .........................................................  226 - 
 Depreciation ............................................  775 - 
 Interest .....................................................  - 243 
 Insurance .................................................  - 2,723 
 Other ........................................................           2,331   4,098 
 
      $58,416   44,555   
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 MUNCIE PUBLIC CHARTER SCHOOL OF INQUIRY, INC. 
d/b/a 

INSPIRE ACADEMY 
 

Other Reports 
 

Year Ended June 30, 2014  
 

The report presented herein was prepared in addition to another official report prepared for the 
School as listed below: 
 

Supplemental Audit Report of Muncie Public Charter School of Inquiry, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Neighbors’ Educational Opportunities, Inc.  
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Neighbors’ Educational 
Opportunities, Inc., which comprise the statements of financial position as of June 30, 2014 
and 2013, and the related statements of activities and cash flows for the years then ended, and 
the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Neighbors’ Educational Opportunities, Inc. as of June 30, 
2014 and 2013 and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

             
Indianapolis, IN 
February 27, 2015 
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Assets 2014 2013

Current assets:
Cash 68,293$        170,809        
Grants receivable 76,661          6,535            
Prepaid expenses 14,599          13,875          
   Total current assets 159,553        191,219        

Property and equipment:
Computers 31,134          -                    
Furniture and equipment 42,716          -                    
Less: accumulated depreciation (14,964)         -                    
   Total property and equipment, net 58,886          -                    

 218,439$      191,219        

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 111,796$      89,218          
Current portion of capital lease obligation 14,411          11,648          
Refundable advances -                    9,998            

Total current liabilities 126,207        110,864        

Capital lease obligation -                    13,921          
Total liabilities 126,207        124,785        

Unrestricted net assets 92,232          66,434          

 218,439$      191,219        

June 30

NEIGHBORS' EDUCATIONAL OPPORTUNITIES, INC.

Statements of Financial Position
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Revenue and Support 2014 2013

State education support 1,019,699$    420,646         
Grant revenue 534,135         1,017,750      
Student fees 50,629           41,930           
Contributions 12,683           9,845             
Other income 17,764           16,121           
    Total revenue and support 1,634,910      1,506,292      

Expenses

Program services 1,203,953      1,305,850      
Management and general 405,159         123,026         
    Total expenses 1,609,112      1,428,876      

Increase in net assets 25,798           77,416           

Net assets (deficiency), beginning of year 66,434           (10,982)          

Net assets, end of year 92,232$         66,434           

Year Ended June 30

NEIGHBORS' EDUCATIONAL OPPORTUNITIES, INC.
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Operating Activities 2014 2013

Increase in net assets 25,798$         77,416           
Adjustments to reconcile change in net assets

to net cash from operating activities:
Depreciation 14,964           
Equipment expensed under capital lease -                     35,602           
Change in:

Grants receivable (70,126)          66,356           
Prepaid expenses (724)               (13,875)          
Accounts payable and accrued expenses 22,578           71,709           
Refundable advances (9,998)            4,027             

Net cash provided (used) by operating activities (17,508)          241,235         

Investing Activities
Purchase of property and equipment (73,850)          -                     

Net cash used by investing activities (73,850)          -                     

Financing Activities

Proceeds from bank borrowings -                     100,000         
Repayment of bank borrowings -                     (182,000)        
Principal payments under capital lease obligation (11,158)          (10,033)          

Net cash used by financing activities (11,158)          (92,033)          
  
Net increase (decrease) in cash (102,516)        149,202         

Cash, beginning of year 170,809         21,607           

Cash, end of year 68,293$         170,809         

Supplemental disclosures:
  Cash payments for interest expense 3,887$           5,570             

Year Ended June 30

NEIGHBORS' EDUCATIONAL OPPORTUNITIES, INC.

Statements of Cash Flows
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NEIGHBORS’ EDUCATIONAL OPPORTUNITIES, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Neighbors’ Educational Opportunities, Inc. (the "School") is a public benefit not-for-

profit organization incorporated under the laws of the State of Indiana.  The School was 
incorporated on March 21, 2011 to operate an adult education program for residents of 
Porter and Lake Counties in Indiana.  In 2012, the School was sponsored by Ball State 
University to operate a public charter high school for non-traditional students under 
Indiana Code 20-24. The charter school commenced operations with the 2012-13 
academic year.  

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Revenue Recognition 
 
  Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which educational services are rendered.   

 
 A significant portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Grants Receivable 
 
 Grants receivable relate primarily to activities funded under federal programs and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary.  
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NEIGHBORS’ EDUCATIONAL OPPORTUNITIES, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases are charged to expense as 
incurred.  Depreciation is provided over the estimated useful lives of the respective 
assets (generally three to five years) using the straight-line method. 

 
 Taxes on Income 
 
 Neighbors’ Educational Opportunities, Inc. has received a determination from the U.S. 

Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) 
of the Internal Revenue Code as a tax-exempt organization; however, the School would 
be subject to tax on income unrelated to its tax-exempt purpose.  For the years ended 
June 30, 2014 and 2013, no accounting for federal and state income taxes was required 
to be included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.   

 
 Subsequent Events 
 
  The School evaluated subsequent events through February 27, 2015, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 

 
  Reclassifications 
 
 Certain figures for 2013 that were previously reported have been reclassified for 

comparative purposes. 
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NEIGHBORS’ EDUCATIONAL OPPORTUNITIES, INC. 
 

Notes to Financial Statements 
 
 
(2) Leases 
 
 The School leases computer equipment under a capital lease.  The lease provides that the 

School obtains ownership of the equipment at the end of the lease term.  The computer 
equipment has been expensed in accordance with the School’s capitalization policy.  
The lease is scheduled to be paid in full in 2015.   

 
 The School also leases its school facility as well as one item of office equipment under 

operating leases.  The facility lease is for a one-year term with rent of $8,888 payable 
monthly.  The equipment lease matures in December 2018.  Expense under these 
operating leases for the years ended June 30, 2014 and 2013 was $114,243 and $86,034, 
respectively. 

 
 A schedule of future minimum obligations under non-cancelable operating leases with a 

remaining term in excess of one year as of June 30, 2014 follows: 
 
  Year Ending June 30: 
   2015 ............................................................  $10,020 
   2016 ............................................................  10,020 
   2017 ............................................................  10,020 
   2018 ............................................................  10,020 
   2019 ............................................................  5,010 
 
 
(3) Refundable Advances 
 
 The School has been awarded grants from various entities to provide educational 

instruction.  The grants are considered to be exchange transactions.  Accordingly, 
revenue is recognized when earned and expenses are recognized as incurred.  At June 
30, 2013, the School had refundable grant advances in excess of expenditures of $9,998. 
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NEIGHBORS’ EDUCATIONAL OPPORTUNITIES, INC. 
 

Notes to Financial Statements 
 
 

(4) Commitments 
 
 The charter high school operates under a charter granted by Ball State University.  As the 

sponsoring organization, Ball State University exercises certain oversight 
responsibilities.  Under this charter, the School has agreed to pay to Ball State 
University an annual administrative fee equal to 3% of state tuition support received.  
Expense under this charter agreement was $29,866 and $11,382 for the years ended 
June 30, 2014 and 2013, respectively.  The charter will remain in effect until June 30, 
2017 and is renewable thereafter by mutual consent. 

 
 
(5) Risks and Uncertainties 
 
 The School provides educational instruction services to persons residing in Porter and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist of receivables from Center of Workforce Innovations, Inc. and the State of 
Indiana.  
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NEIGHBORS’ EDUCATIONAL OPPORTUNITIES, INC. 
 

Notes to Financial Statements 
 
 

(6) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                      2014                                                         
             Program            Management 
              Services            and General          
  

 Salaries and wages .................................  $  760,908 271,100 
 Employee benefits ..................................  114,465 40,782  
 Staff development ..................................  18,519 - 
 Authorizer oversight fees .......................  - 29,866 
 Classroom supplies ................................  46,315 - 
 Content ...................................................  4,978 - 
 Occupancy..............................................  129,952 -  
 Contracted IT services ...........................  42,047 -  
 Office expense .......................................  28,162 14,107  
 Professional services ..............................  8,207 32,316  
 Travel .....................................................  3,590 7,547  
 Equipment ..............................................  29,297 -  
 Interest ...................................................  - 3,887  
 Insurance ................................................  - 5,248 
 Depreciation ...........................................  14,964 -  
 Other ......................................................        2,549        306                               
 
                                                  $1,203,953 405,159  
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NEIGHBORS’ EDUCATIONAL OPPORTUNITIES, INC. 
 

Notes to Financial Statements 
 

 
(6) Functional Expense Reporting, Continued 
 
                                                      2013                                                         
             Program            Management 
              Services            and General          
  

 Salaries and wages .................................  $  768,933 67,784 
 Employee benefits ..................................  147,658 13,016  
 Staff development ..................................  5,247 - 
 Authorizer oversight fees .......................  - 11,382 
 Classroom supplies ................................  53,715 - 
 Content ...................................................  55,443 - 
 Occupancy..............................................  105,862 -  
 Contracted IT services ...........................  11,514 -  
 Office expense .......................................  9,229 14,504  
 Professional services ..............................  65,277 2,600  
 Travel .....................................................  - 2,296  
 Equipment ..............................................  80,322 -  
 Interest ...................................................  - 5,570  
 Insurance ................................................  - 5,874  
 Other ......................................................         2,650            -                               
 
                                                  $1,305,850  123,026  
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NEIGHBORS’ EDUCATIONAL OPPORTUNITIES, INC. 
 

Other Reports 
 

Year Ended June 30, 2014  
 
 

The report presented herein was prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Neighbors’ Educational Opportunities, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

The Board of Directors 
The New Community School, Inc. 

Report on the Financial Statements 

We have audited the accompanying financial statements of The New Community School, Inc., 
which comprise the statements of financial position as of June 30, 2014 and 2013, and the related 
statements of activities and cash flows for the years then ended, and the related notes to the 
financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control.  
Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of The New Community School, Inc. as of June 30, 2014 and 2013, and 
the changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 
 

          
Indianapolis, IN 
August 24, 2015 
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Assets 2014 2013

Current assets:
Cash 3,469$          6,583            
Grants receivable 6,671            29,286          
Prepaid rent 107,075        250,000        

  Total current assets 117,215        285,869        

Cash restricted for facility improvements 45,389          212,130        
Prepaid rent -                    107,075        
Property and equipment:

Land 764,600        764,600        
Building 4,274,312     4,274,312     
Building improvements 249,824        77,971          
Furniture and equipment 440,143        266,713        
Textbooks 23,232          23,232          
Less: accumulated depreciation (483,779)       (291,639)       

Property and equipment, net 5,268,332     5,115,189     

 5,430,936$   5,720,263     

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 186,555$      94,485          
Note payable 198,184        197,623        
Deferred rental income 6,990            -                    
Current portion of capital lease liability 131,023        159,337        

Total current liabilities 522,752        451,445        

Capital lease liability 4,960,682     5,091,705     
Total liabilities 5,483,434     5,543,150     

Unrestricted net assets (deficiency) (52,498)         177,113        

 5,430,936$   5,720,263     

June 30

THE NEW COMMUNITY SCHOOL, INC.
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Revenue and Support 2014 2013

State education support 1,344,273$    1,248,549      
Grant revenue 153,962         174,233         
Student fees 43,126           49,581           
Contributions 444,655         105,553         
Interest income 191                502                
Rental income 22,094           -                     
Other income 1,548             2,445             
  Total revenue and support 2,009,849      1,580,863      

Expenses

Program services 1,963,560      1,371,629      
Management and general 275,900         355,308         
  Total expenses 2,239,460      1,726,937      

Change in net assets before non-operating activity (229,611)        (146,074)        

Non-Operating Activity

Loss due to changes in legislative funding -                     (8,326)            

Change in net assets (229,611)        (154,400)        

Net assets, beginning of year 177,113         331,513         

Net assets (deficiency), end of year (52,498)$        177,113         

Year Ended June 30
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Operating Activities 2014 2013

Change in net assets (229,611)$      (154,400)        
Adjustments to reconcile change in net assets

to net cash from operating activities:
Loss due to changes in legislative funding -                     8,326             
Depreciation 192,140         52,311           
Change in:

Accounts receivable 22,615           70,225           
Prepaid expenses 250,000         47                  
Accounts payable and accrued expenses 92,070           (6,599)            
Deferred rental income 6,990             -                     

Net cash provided (used) by operating activities 334,204         (30,090)          

Investing Activities

Purchases of property and equipment (178,542) (27,772)          
Net cash used by investing activities (178,542)        (27,772)          

Financing Activities

Principal reduction of capital lease liability (159,337)        -                     
Net borrowings/repayments under line of credit 561                2,724             

Net cash provided (used) by financing activities (158,776)        2,724             
  
Net decrease in cash (3,114)            (55,138)          

Cash, beginning of year 6,583             61,721           

Cash, end of year 3,469$           6,583             

Supplemental disclosures:
Cash paid for interest expense 12,575$         14,812           
Property acquired under capital lease -                     5,251,042      
Property acquired with restricted cash reserve 166,741         -                   

Year Ended June 30
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THE NEW COMMUNITY SCHOOL, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 The New Community School, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and sponsored by Ball State 
University.  The School, located in Lafayette, Indiana, provides educational instruction 
to approximately 220 students in grades kindergarten through seven. 

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding 
received by other public schools in the same geographic area.  Funding from the State of 
Indiana is based on enrollment, and paid in monthly installments in July through June 
coinciding with the academic school year.  Revenue is recognized in the year in which 
educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Restricted Cash 
 
 Cash restricted for facility improvements represents resources available from the debt 

service reserve associated with the building project.  These resources are available for 
use in making improvements to the school facility.  
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THE NEW COMMUNITY SCHOOL, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under grants and legislation 

enacted by the State of Indiana.  The School believes that it is operating in compliance 
with regulatory requirements and as such no allowance for doubtful accounts is deemed 
necessary.  

 
 Contributions 
 
 Contributions received and unconditional promises to give are measured at their fair values 

and are reported as an increase in net assets.  The School reports gifts of cash and other 
assets as restricted support if they are received with donor stipulations that limit the use 
of the donated assets, or if they are designated for future periods.  Donor-restricted 
contributions whose restrictions are met in the same reporting period are reported as 
unrestricted support. 

  
 Taxes on Income 
 
 The New Community School, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the years ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  Tax years ending after 2011 are open to audit 
for both federal and state purposes. 
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THE NEW COMMUNITY SCHOOL, INC. 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
   Building ......................................................  30 years 
   Building improvements ..............................  5 years 
   Furniture and equipment ............................  3 to 5 years  
   Textbooks ...................................................  4 years 
 
 Subsequent Events 
 
  The School evaluated subsequent events through August 24, 2015, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related disclosures 
would be required. 

 
 
(2)  Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act that 

altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in monthly installments in the calendar year following the start 
of the academic school year.  As such, the School followed the practice of recognizing at 
June 30 of each year a receivable for payments to be made to the School in the subsequent 
July through December time period, which represented amounts due for services 
rendered.  Effective July 1, 2013, charter school funding is paid following the State of 
Indiana fiscal year of July to June, which is similar to the School’s academic year.  As 
part of this legislative amendment, the funding owed to the School under prior legislation 
for the period July to December 2013 was eliminated. 
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THE NEW COMMUNITY SCHOOL, INC. 
 

Notes to Financial Statements 
 
 
(2)  Legislative Funding Changes, Continued 
 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as of 
June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a loss due to changes in legislative funding and is comprised of 
the following: 

 
   Repayment of Common School Fund loans ...................................   $  549,621 
   Repayment of accrued interest on Common School Fund loans ....      66,809 
       616,430 
   Elimination of School funding .......................................................   (624,756) 
 
       $    (8,326) 
 
 
(3) Prepaid Rent 
 
 In 2012, the School committed to the construction of a building to become the school 

facility.  Subsequent to June 30, 2012, the School executed an agreement with NCS 
Properties LLC (“Landlord”), whereby Landlord would assume the responsibility for 
construction in exchange for a lease commitment from the School.  To facilitate the 
construction and lease, the School obtained funding through a Qualified School 
Construction Bond authorized by the American Recovery & Reinvestment Act.  Under 
the agreement, the School will pay rent on the facility in the amount of approximately 
$250,000 per year for 18 years.  At the end of the lease term, the School has an option to 
purchase the building for $1.  The lease commenced on July 1, 2013 when the School 
took possession of the building.   

 
 The School incurred preliminary costs associated with the building construction, including 

architectural and design work, earnest money, legal services, and certain construction 
costs.  Landlord assumed the construction project and agreed to allow an offset of these 
costs against the rental obligation once the building was completed.  These preliminary 
costs are recorded as prepaid rent in the accompanying statement of financial position. 
As of June 30, 2014 and 2013, the balances of prepaid rent were $107,075 and $357,075, 
respectively. 
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THE NEW COMMUNITY SCHOOL, INC. 
 

Notes to Financial Statements 
 
 

(4) Notes Payable 
 
  The School has a $200,000 line-of-credit with Regions Bank.  The line of credit is due on 

demand and matures on March 26, 2015.  Interest under the line-of-credit is payable at 
2.3% above the lender’s prime rate, but will not be less than 4.75%.  The line-of-credit is 
secured by all inventory, accounts, equipment, general intangibles and fixtures.  As of 
June 30, 2014 and 2013, the balances outstanding under the line of credit were $198,184 
and $197,623, respectively. 

 
 
(5) Leases 
 
 In the year ended June 30, 2013, the School leased its facilities under operating leases, 

whose terms ranged from 44 to 60 months.  Under the leases, the School was responsible 
for monthly rental payments, which escalated each year, as well as its share of utilities 
and insurance.  Rent expense for the year ended June 30, 2013 was $162,676.  The School 
had the right to terminate each of the leases in the event that the School acquired another 
facility.  As a result of the construction of a new facility (see Note 3), the School 
terminated those leases effective June 30, 2013. 

 
 The School entered into an agreement with NCS Properties LLC to lease a building under 

a capital lease effective July 1, 2013.  The lease requires monthly rental payments of 
$49,283, which are to be subsidized by the federal government in the amount of $28,450 
per month.  The rental obligation is subject to increase in the event of an increase in 
market interest rates.  At June 30, 2014, the recorded cost and accumulated depreciation 
relating to the building was recorded at $5,038,912 and $142,777, respectively. 

 
 Following is a schedule of future minimum lease payments under the capital lease and the 

present value of net minimum lease payments as of June 30, 2014:  
 
  Year Ended June 30: 
    2015 ...................................................................  $   591,400  
    2016 ...................................................................  591,400 
    2017 ...................................................................  591,400 
    2018 ...................................................................  591,400 
    2019 ...................................................................  591,400 
    Thereafter ..........................................................  7,096,800 
    Total minimum lease payments .........................  10,053,800 
    Less: amount representing interest ....................  (4,962,095 )    
 
     $5,091,705 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
500



THE NEW COMMUNITY SCHOOL, INC. 
 

Notes to Financial Statements 
 
 
(6) Retirement Plans 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public Retirement 
System (“INPRS”) Board.  INPRS acts as a common administrative and investment agent 
for units of state and local government in Indiana.  Contribution requirements are 
determined by the INPRS Board.  Under the plans, the School contributes 7.5% of 
compensation for teaching faculty to TRF and 8.0% of compensation for other employees 
to PERF.  Substantially all full-time employees are eligible to participate.    Retirement 
plan expense was $81,594 and $85,933 for the years ended June 30, 2014 and 2013, 
respectively. 

 
  
(7) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition support received.  Expense under this charter agreement 
was $27,837 and $16,982 for the years ended June 30, 2014 and 2013, respectively.  The 
charter remains in effect until June 30, 2017, and is renewable thereafter by mutual 
consent. 

 
 
(8) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Tippecanoe 

and surrounding counties in Indiana, and is subject to the risks of economic and 
competitive forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional liability 
to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the receivable balance was due from the State of Indiana.   
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THE NEW COMMUNITY SCHOOL, INC. 
 

Notes to Financial Statements 
 

 
(9) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and/or service for the years ended June 30, 2014 and 2013: 

 
                                                   2014                                                
                                                                Program Management 
     Services and General              

   
  Salaries and wages .........................  $ 810,907 104,379  
  Employee benefits .........................  257,039  28,260  
  Staff development ..........................  12,595  - 
  Professional services .....................  75,523  41,080 
  Authorizer oversight fee ................  -  27,837 
 Food costs ......................................  6,372  - 
 Repairs and Maintenance ..............  31,690  - 
 Equipment rental ...........................  7,796  -  
 Classroom, kitchen and 
       office supplies ..............................  42,967  23,959  
 Occupancy .....................................  98,125  -  
 Depreciation ..................................  192,140  - 
 Interest ...........................................  428,207 12,575 
 Insurance .......................................  - 21,126  
  Other ..............................................            199    16,684       

                
                                                     $1,963,560   275,900 
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THE NEW COMMUNITY SCHOOL, INC. 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting, Continued 
                                                    2013                                                    
                                                                Program          Management        
                                                               Services           and General 
  
  Salaries and wages .........................  $   784,331 159,714 
  Employee benefits .........................  242,730 49,748  
  Staff development ..........................  9,964  - 
  Professional services .....................  22,408 38,472 
  Authorizer oversight fee ................  - 16,982 
 Food costs ......................................  400 - 
 Repairs and Maintenance ..............  20,636 - 
 Equipment  ....................................  8,407 -  
 Classroom, kitchen and 
       office supplies ..............................  32,763 16,970  
 Occupancy .....................................  197,404 -  
 Depreciation ..................................  52,311 - 
 Interest ...........................................  - 39,152 

Insurance .......................................  - 16,180  
  Other ..............................................             275       18,090 
               
                                                     $1,371,629  355,308 

 
 

(13) Contingency 
 
 To enable the construction of a new school facility, the School obtained funding by means 

of a bond offering by the Indiana Finance Authority under the federal Qualified School 
Construction Bond program.  The bonds were purchased by Keystone NCS LLC via a 
loan from Salin Bank and Trust Company.  The School executed an agreement with NCS 
Properties LLC whereby NCS Properties LLC would construct the facility and lease it to 
the School (see Note 5).  The School provided construction financing to NCS Properties 
LLC with proceeds from the bond offering.  Keystone NCS LLC and NCS Properties 
LLC are related entities. 

 
 NCS Properties LLC has assigned its rights to the lease payments to Salin Bank and Trust 

Company for the benefit of Keystone NCS LLC.  Such lease payments are intended to 
fulfill the School’s obligation under the bond offering.  In the event that the lease is 
terminated for any reason, the School will continue to be liable to Keystone NCS LLC 
for the bond debt.  As of June 30, 2014, the unpaid bond obligation approximated 
$3,500,000. 
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THE NEW COMMUNITY SCHOOL, INC. 
 

Other Reports 
 

Year Ended June 30, 2014  
 
 

The report presented herein was prepared in addition to another official report prepared for the 
School as listed below: 
 

Supplemental Audit Report of The New Community School, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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OPTIONS CHARTER SCHOOL – CARMEL, INC. 
 
Financial Statements 
 
June 30, 2014 and 2013 
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INDEPENDENT AUDITOR’S REPORT 
 
 
The Board of Directors 
Options Charter School – Carmel, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Options Charter School – Carmel, 
Inc., which comprise of statements of financial position as of June 30, 2014 and 2013, the 
related statements of activities and cash flows for the years then ended, and the related notes to 
the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Options Charter School – Carmel, Inc. as of June 30, 2014 and 2013, 
and the changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

         
Indianapolis, IN 
September 29, 2014 
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Assets 2014 2013

Current assets:
Cash 92,076$        13,340          
Accounts receivable:

Grants -                    8,123            
Other 862               -                    

Prepaid expense -                    13,308          
Total current assets 92,938          34,771          

Property and equipment:
Leasehold improvements 49,121          49,121          
Furniture and equipment 467,816        451,250        
Less: accumulated depreciation (494,433)       (471,853)       

Property and equipment, net 22,504          28,518          

 115,442$      63,289          

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 78,269$        100,673        
Due to Options Charter School - Noblesville 16,904          6,428            
Note payable -                    28,500          
Refundable advances 260               5,564            

Total current liabilities 95,433          141,165        

Unrestricted net assets (deficiency) 20,009          (77,876)         

 115,442$      63,289          

June 30
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Revenue and Support 2014 2013

State education support 1,140,693$    1,010,695      
Grant revenue 91,284           116,735         
Student fees 8,281             12,598           
Other income 149                1,940             

Total revenue and support 1,240,407      1,141,968      

Expenses

Educational instruction 713,173         945,059         
Management and general 429,349         247,341         

Total expenses 1,142,522      1,192,400      

Change in net assets before non-operating expense 97,885           (50,432)          

Non-Operating Expense

Loss due to changes in legislative funding -                     (373,700)        

Change in net assets 97,885           (424,132)        

Net assets (deficiency), beginning of year (77,876)          346,256         

Net assets (deficiency), end of year 20,009$         (77,876)          

Year Ended June 30
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Operating Activities 2014 2013

Change in net assets 97,885$         (424,132)        
Adjustments to reconcile change in net assets

to net cash from operating activities:
Loss due to changes in legislative funding -                     373,700         
Depreciation 22,580           25,077           
Change in:

Accounts receivable 7,261             (9,997)            
Prepaid expense 13,308           (13,308)          
Accounts payable and accrued expenses (11,928)          12,927           
Refundable advances (5,304)            1,123             

Net cash provided (used) by operating activities 123,802         (34,610)          

Investing Activities

Acquisition of property and equipment (16,566)          -                     
Net cash used by investing activities (16,566)          -                     

Financing Activities

Proceeds from note payable, net of repayments (28,500)          28,500           
Net cash provided (used) by financing activities (28,500)          28,500           

  
Net increase (decrease) in cash 78,736           (6,110)            

Cash, beginning of year 13,340           19,450           

Cash, end of year 92,076$         13,340           

Supplemental disclosures:
Cash payments for interest expense 1,289$           1,696             

Year Ended June 30

Statements of Cash Flows
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OPTIONS CHARTER SCHOOL – CARMEL, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Options Charter School – Carmel, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and sponsored by Ball State 
University.  The School serves students in grades nine to twelve by providing an 
alternative to the traditional high school program.    

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding 
received by other public schools in the same geographic area.  Funding from the State of 
Indiana is based on enrollment, and paid in monthly installments in July through June 
coinciding with the academic school year.  Revenue is recognized in the year in which 
educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of cost and 
expenses at the time they are incurred. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful accounts 
is deemed necessary.  
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OPTIONS CHARTER SCHOOL – CARMEL, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Taxes on Income 
 
 Options Charter School – Carmel, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax exempt purpose.  For the years ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
  Professional accounting standards require the School to recognize a tax liability only if it is 

more likely than not the tax position would be sustained in a tax examination, with a tax 
examination being presumed to occur.  The amount recognized is the largest amount of 
tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012, and 2011 
are open to audit for both federal and state purposes. 

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$500 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Leasehold improvements ............................  3 years 
    Furniture and equipment ............................  3 to 7 years 
 
 Subsequent Events 
 
  The School evaluated subsequent events through September 29, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date have 
been evaluated to determine whether a change in the financial statements or related 
disclosures would be required. 
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OPTIONS CHARTER SCHOOL – CARMEL, INC. 
 

Notes to Financial Statements 
 
 

(2)  Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act that 

altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in monthly installments in the calendar year following the start 
of the academic school year.  As such, the School followed the practice of recognizing at 
June 30 of each year a receivable for payments to be made to the School in the subsequent 
July through December time period, which represented amounts due for services 
rendered.  Effective July 1, 2013, charter school funding is paid following the State of 
Indiana fiscal year of July to June, which is similar to the School’s academic year.  As 
part of this legislative amendment, the funding owed to the School under prior legislation 
for the period July to December 2013 was suspended. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as of 
June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statements of activities as a loss due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans ...................................   $115,755 
   Repayment of accrued interest on Common School Fund loans ....      14,955 
       130,710 
   Suspension of School funding ........................................................   (504,410) 
 
       $(373,700 ) 
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OPTIONS CHARTER SCHOOL – CARMEL, INC. 
 

Notes to Financial Statements 
 
 

 (3) Note Payable 
 
 The School has a $75,000 revolving line-of-credit with First Merchants Bank.  Drawings 

against the line of credit bear interest at 2.5% above the lender’s prime rate (5.75% at 
June 30, 2014) and are secured by all School assets.  There was no balance owing under 
the line of credits as of June 30, 2014 ($28,500 as of June 30, 2013).   

 
 

(4) Leases 
 
 The School leases its facility and certain items of office equipment under operating leases.  

The facility lease requires monthly payments over a 12-year term and provides that the 
School pay for the costs of its improvements as well as its proportionate share of real 
estate taxes and operating expenses.  The School also pays to Options Charter School – 
Noblesville, Inc. $2,750 per month relating to its share of the rent on the administrative 
offices.  Expense under these leases for the years ended June 30, 2014 and 2013 was 
$228,218 and $203,583.  Future minimum lease obligations are as follows: 

 
  Year Ending June 30: 
    2015 ............................................................  $154,796 
    2016 ............................................................  158,988 
    2017 ............................................................  163,325 
    2018 ............................................................  164,545 
    2019 ............................................................  165,922 
    Thereafter ...................................................  289,415 
 
 
(5) Refundable Advances 
 
 The School has been awarded grants from the Indiana Department of Education to provide 

educational instruction.  The grants are considered to be exchange transactions.  
Accordingly, revenue is recognized when earned and expenses are recognized as 
incurred.  At June 30, 2014 and 2013, the School had refundable grant advances in excess 
of expenditures of $260 and $5,564, respectively. 
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OPTIONS CHARTER SCHOOL – CARMEL, INC. 
 

Notes to Financial Statements 
 

 
 (6) Retirement Plans 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public Retirement 
System (“INPRS”) Board.  Contribution requirements of plan members are established 
by the INPRS Board.  Employees can elect to participate in a School-sponsored 403(b) 
plan in lieu of TRF or PERF.  Under the plans, the School contributes 10.5% of 
compensation for electing teaching faculty to TRF, 14.2% of compensation for other 
electing employees to PERF, and 10.5% of compensation for electing personnel to the 
403(b) plan.  Substantially all full-time employees are eligible to participate.  Retirement 
plan expense under all plans was $67,352 and $77,885 for the years ended June 30, 2014 
and 2013, respectively. 

 
 
(7) Related Party 
 
 The School is related to Options Charter School – Noblesville, Inc. in that they have a 

common board of directors.  The schools advance amounts to each other as needed to 
meet cash flow requirements.  The net balance owing to Options Charter School – 
Noblesville, Inc. as of June 30, 2014 and 2013 was $16,904 and $6,428, respectively.  
The School is also contingently liable as a guarantor with respect to a $75,000 line-of-
credit maintained by Options Charter School – Noblesville, Inc.  At June 30, 2014, there 
was no balance owing under the line-of-credit. 

 
 

(8) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition support.  Expense under this charter agreement was 
$22,685 and $11,880 for the years ended June 30, 2014 and 2013.  The charter remains 
in effect until June 30, 2016, and is renewable thereafter by mutual consent. 
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OPTIONS CHARTER SCHOOL – CARMEL, INC. 
 

Notes to Financial Statements 
 
 

(9) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Hamilton and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional liability 
to be imposed on the School. 

 
 
(10) Functional Expense Reporting 
 
 The costs of providing educational activities have been summarized on a functional basis 

in the statement of activities.  Accordingly, certain expenses have been allocated between 
program and management services.  Following is a summary of expenses comprising 
each program and service for the years ended June 30, 2014 and 2013: 

 
                                                     2014                                                    
           Educational         Management 
            Instruction           and General          
 
 Salaries, wages and employee benefits ...  $423,165 332,787  
 Professional services ...............................  8,467 10,542 
 Authorizer oversight fee ..........................  - 22,685 
 Transportation .........................................  610 480 
 Equipment ...............................................  13,631 - 
 Classroom and office supplies .................  16,418 12,912 
 Occupancy ...............................................  223,987 29,823 
 Depreciation ............................................  19,926 2,654 
 Interest .....................................................  - 1,289 
 Insurance .................................................  - 9,439 
 Other ........................................................             6,969     6,738 
 
      $713,173   429,349   
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OPTIONS CHARTER SCHOOL – CARMEL, INC. 
 

Notes to Financial Statements 
 
 

(10) Functional Expense Reporting, Continued 
 

                                                     2013                                                    
           Educational         Management 
            Instruction           and General          
 
 Salaries, wages and employee benefits ...  $ 649,172 164,616  
 Professional services ...............................  3,493 8,586 
 Authorizer oversight fee ..........................  - 11,880 
 Transportation .........................................  1,651 458 
 Equipment ...............................................  17,801 - 
 Classroom and office supplies .................  32,203 8,937 
 Occupancy ...............................................  192,301 25,604 
 Depreciation ............................................  22,131 2,947 
 Interest .....................................................  - 6,326 
 Insurance .................................................  - 13,321 
 Other ........................................................            26,307      4,666 
 
      $ 945,059    247,341   
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OPTIONS CHARTER SCHOOL – CARMEL, INC. 
 

Other Reports 
 

Year Ended June 30, 2014  
 

The report presented herein was prepared in addition to another official report prepared for the 
School as listed below: 
 

Supplemental Audit Report of Options Charter School – Carmel, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Options Charter School – Noblesville, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Options Charter School – 
Noblesville, Inc., which comprise the statements of financial position as of June 30, 2014 and 
2013, and the related statements of activities and cash flows for the years then ended, and the 
related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Options Charter School – Noblesville, Inc. as of June 30, 
2014 and 2013, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

         
Indianapolis, IN 
September 29, 2014 
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Assets 2014 2013

Current assets:
Cash 131,826$      37,578          
Accounts receivable:

Grants 8,958            22,072          
Due from Options Charter School - Carmel 16,904          6,428            
  Total current assets 157,688        66,078          

Furniture and equipment 554,865        505,882        
Less: accumulated depreciation (460,435)       (421,456)       

Furniture and equipment, net 94,430          84,426          

 252,118$      150,504        

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 93,249$        96,788          
Note payable -                    44,800          
Current portion of capital lease obligation -                    21,517          
Refundable advances -                    141               

Total current liabilities 93,249          163,246        

Unrestricted net assets (deficiency) 158,869        (12,742)         

 252,118$      150,504        

June 30
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Revenue and Support 2014 2013

State education support 1,230,781$   1,061,158     
Grant revenue 286,511        279,842        
Student fees 7,711            9,892            
Other income 33,560          40,679          
  Total revenue and support 1,558,563     1,391,571     

Expenses

Educational instruction 845,401        1,061,330     
Management and general 541,551        338,524        
  Total expenses 1,386,952     1,399,854     

Change in net assets before non-operating expense 171,611        (8,283)           

Non-Operating Expense

Loss due to changes in legislative funding -                    (66,007)         

Change in net assets 171,611        (74,290)         

Net assets, beginning of year (12,742)         61,548          

Net assets (deficiency), end of year 158,869$      (12,742)         

Year Ended June 30
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Operating Activities 2014 2013

Change in net assets 171,611$      (74,290)         
Adjustments to reconcile change in net assets

to net cash from operating activities:
Loss due to changes in legislative funding -                    66,007          
Depreciation 38,979          43,527          
Change in:

Accounts receivable 2,638            (20,860)         
Accounts payable and accrued expenses (3,539)           5,739            
Refundable advances (141)              (24,547)         

Net cash provided (used) by operating activities 209,548        (4,424)           

Investing Activities

Purchases of furniture and equipment (48,983)         (4,397)           
Net cash used by investing activities (48,983)         (4,397)           

Financing Activities

Principal payments on capital lease obligations (21,517)         (19,268)         
Principal payments on note payable (49,300)         -                    
Proceeds from note payable 4,500            29,800          

Net cash provided (used) by financing activities (66,317)         10,532          
  
Net increase in cash 94,248          1,711            

Cash, beginning of year 37,578          35,867          

Cash, end of year 131,826$      37,578          

Supplemental disclosures:
Cash payments for interest expense 4,540$          6,959            

Year Ended June 30
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OPTIONS CHARTER SCHOOL – NOBLESVILLE, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Options Charter School – Noblesville, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and sponsored by Ball State 
University. The School serves students in grades nine to twelve by providing an 
alternative to the traditional high school program.   

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of cost 
and expenses at the time they are incurred. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under grants and legislation 

enacted by the State of Indiana.  The School believes that it is operating in compliance 
with regulatory requirements and as such no allowance for doubtful accounts is deemed 
necessary.  
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OPTIONS CHARTER SCHOOL – NOBLESVILLE, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Taxes on Income 
 
 Options Charter School – Noblesville, Inc. has received a determination from the U.S. 

Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) 
of the Internal Revenue Code as a tax-exempt organization; however, the School would 
be subject to tax on income unrelated to its tax-exempt purpose.  For the years ended 
June 30, 2014 and 2013, no accounting for federal and state income taxes was required 
to be included in the accompanying financial statements. 

 
  Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012 and 2011 
are open to audit for both federal and state purposes. 

 
 Furniture and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and asset purchases with a unit cost of less than $500 
are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.  The estimated useful lives for furniture and equipment range from 
3 to 7 years.    

 
 Subsequent Events 
 
  The School evaluated subsequent events through September 29, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 
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OPTIONS CHARTER SCHOOL – NOBLESVILLE, INC. 
 

Notes to Financial Statements 
 

 
(2)  Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in monthly installments in the calendar year following the 
start of the academic school year.  As such, the School followed the practice of 
recognizing at June 30 of each year a receivable for payments to be made to the School 
in the subsequent July through December time period, which represented amounts due 
for services rendered.  Effective July 1, 2013, charter school funding is paid following 
the State of Indiana fiscal year of July to June, which is similar to the School’s 
academic year.  As part of this legislative amendment, the funding owed to the School 
under prior legislation for the period July to December 2013 was suspended. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statements of activities as a loss due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans ...................................   $398,960 
   Repayment of accrued interest on Common School Fund loans ....      65,021 
       463,981 
   Suspension of School funding ........................................................   (529,988) 
 
       $ (66,007) 
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OPTIONS CHARTER SCHOOL – NOBLESVILLE, INC. 
 

Notes to Financial Statements 
 
 
(3) Note Payable 
 
 The School has a $75,000 revolving line-of-credit with First Merchants Bank.  Drawings 

against the line-of-credit bear interest at 2.5% above the lender’s prime rate (5.75% at 
June 30, 2014) and are secured by all School assets.  There was no balance owing under 
the line of credit as of June 30, 2014 ($44,800 as of June 30, 2013).   

 
 
 (4) Leases 
 
 The School leases its school facility, administrative offices and storage space, and certain 

office equipment under multi-year operating leases.  The School is also responsible for 
utilities and insurance relating to the real estate leases.  Options Charter School – 
Carmel, Inc. reimburses the School at the rate of $2,750 per month for its share of 
expense relating to the administrative offices.  Expense under these leases for the years 
ended June 30, 2014 and 2013 was $244,933 and $267,055, respectively.  Future 
minimum obligations under these leases are as follows: 

 
  Year Ending June 30: 
    2015 ............................................................  $       224,640 
    2016 ............................................................  229,200 
    2017 ............................................................  233,844 
    2018 ............................................................  234,732 
 
 The School also leased computer equipment under a capital lease agreement with LEAF 

Capital Funding, LLC.  At June 30, 2014 the cost and accumulated depreciation related 
to these assets were $40,785 and $16,314, respectively.  The remaining obligation under 
this lease was paid in 2014. 
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OPTIONS CHARTER SCHOOL – NOBLESVILLE, INC. 
 

Notes to Financial Statements 
 
 
 (5) Retirement Plans 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public 
Retirement System (“INPRS”) Board.  Contribution requirements of plan members are 
established by the INPRS Board.  Employees can elect to participate in a School-
sponsored 403(b) plan in lieu of TRF or PERF.  Under the plans, the School contributes 
10.5% of compensation for electing teaching faculty to TRF, 14.2% of compensation 
for other electing employees to PERF, and 10.5% of compensation for electing 
personnel to the 403(b) plan.  Substantially all full-time employees are eligible to 
participate.  Retirement plan expense for the years ended June 30, 2014 and 2013 was 
$81,323 and $71,596, respectively. 

 
 

(6) Related Party 
 
 The School is related to Options Charter School – Carmel, Inc. in that they have a 

common board of directors.  The schools advance amounts to each other as needed to 
meet cash flow requirements.  The net balance due from Options Charter School – 
Carmel, Inc. as of June 30, 2014 and 2013 was $16,904 and $6,428, respectively.  The 
School is also contingently liable as a guarantor with respect to a $75,000 line-of-credit 
maintained by Options Charter School – Carmel, Inc.  At June 30, 2014, there was no 
balance owing under the line-of-credit. 

 
 
(7) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support.  Expense under this charter 
agreement was $22,822 and $11,918 for the years ended June 30, 2014 and 2013.  The 
charter remains in effect until June 30, 2018, and is renewable thereafter by mutual 
consent. 
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OPTIONS CHARTER SCHOOL – NOBLESVILLE, INC. 
 

Notes to Financial Statements 
 
 

 (8) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Hamilton and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentration of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the grants receivable balance was due from the State of Indiana. 

 
 

(9) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                     2014                                                    
           Educational          Management 
            Instruction            and General          
 
 Salaries, wages and employee benefits ...  $496,736 416,953  
 Professional services ...............................  31,540 18,309 
 Authorizer oversight fee ..........................  - 22,822 
 Transportation .........................................  1,842 1,546 
 Equipment ...............................................  14,186 - 
 Classroom and office supplies .................  17,581 14,758 
 Occupancy ...............................................  241,516 40,629 
 Depreciation ............................................  33,366 5,613 
 Interest .....................................................  - 4,540 
 Insurance .................................................  - 9,439 
 Other ........................................................                8,634          6,942 
 
       $845,401           541,551   
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OPTIONS CHARTER SCHOOL – NOBLESVILLE, INC. 
 

Notes to Financial Statements 
 

 
(9) Functional Expense Reporting, Continued 
 
                                                     2013                                                    
           Educational           Management 
            Instruction            and General          
 
 Salaries, wages and employee benefits ...  $    663,665 220,635  
 Professional services ...............................  13,009 8,794 
 Authorizer oversight fee ..........................  - 11,918 
 Transportation .........................................  3,956 1,315 
 Equipment ...............................................  31,134 - 
 Classroom and office supplies .................  27,549 9,159 
 Occupancy ...............................................  268,422 35,739 
 Depreciation ............................................  38,413 5,114 
 Interest .....................................................  - 22,917 
 Insurance .................................................  - 18,005 
 Other ........................................................              15,182        4,928 
 
       $1,061,330           338,524   
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OPTIONS CHARTER SCHOOL – NOBLESVILLE, INC. 
 

Other Reports 
 

Year Ended June 30, 2014  
 
 

The report presented herein was prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Options Charter School – Noblesville, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

The Board of Directors 
Renaissance Academy, Inc. 

Report on the Financial Statements 

We have audited the accompanying financial statements of Renaissance Academy, Inc., 
which comprise the statements of financial position as of June 30, 2014 and 2013, and the 
related statements of activities and cash flows for the years then ended, and the related 
notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. 
Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
537



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Renaissance Academy, Inc. as of June 30, 2014 and 2013 and the 
changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Indianapolis, IN 
July 28, 2015 
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Assets 2014 2013

Current assets:
Cash and cash equivalents 254,063$       608,001         
Accounts receivable:

Grants 32,603           74,349           
Other, net 17,026           53,289           

Total current assets 303,692         735,639         

Property and equipment:
Land 298,630         95,880           
Leasehold improvements 638,524         638,524         
Furniture and equipment 109,081         82,447           
Vehicles 26,154           21,654           
Textbooks 26,698           26,698           
Construction in progress 357,510         -                     
Less: accumulated depreciation (360,130)        (299,725)        

Property and equipment, net 1,096,467      565,478         

 1,400,159$    1,301,117      

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 91,703$         51,858           
Current portion of long-term debt 39,192           38,428           
Refundable advances -                     7,876             
Deferred revenue 64,791           38,580           

Total current liabilities 195,686         136,742         

Long-term debt 188,736         227,862         
Total liabilities 384,422         364,604         

Unrestricted net assets 1,015,737      936,513         

 1,400,159$    1,301,117      

June 30
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Revenue and Support 2014 2013

State education support 1,276,255$    1,121,025       
Grant revenue 83,973           183,016          
Student fees 164,537         194,130          
Fundraising 45,699           24,608            
Contributions 255                628                 
Other income 24,458           17,290            

Total revenue and support 1,595,177      1,540,697       

Expenses

Program services 988,816         939,505          
Management and general 527,137         436,445          

Total expenses 1,515,953      1,375,950       

Change in net assets before non-operating revenue 79,224           164,747          

Non-Operating Revenue
Gain due to changes in legislative funding -                     101,789          

Increase in net assets 79,224           266,536          

Net assets, beginning of year 936,513         669,977          

Net assets, end of year 1,015,737$    936,513          

Year Ended June 30
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Operating Activities 2014 2013

Increase in net assets 79,224$         266,536          
Adjustments to reconcile change in net assets

to net cash from operating activities:
Gain due to changes in legislative funding -                     (101,789)         
Depreciation 60,405           56,185            
Change in:

Accounts receivable 78,009           (122,802)         
Accounts payable and accrued expenses 39,845           2,898              
Refundable advances (7,876)            7,876              
Deferred revenue 26,211           (8,308)             

Net cash provided by operating activities 275,818         100,596          

Investing Activities

Purchases of property and equipment (591,394) (79,897)           
Net cash used by investing activities (591,394)        (79,897)           

Financing Activities

Principal repayments of long-term debt (38,362)          (37,668)           
Net cash used by financing activities (38,362)          (37,668)           

  
Net decrease in cash (353,938)        (16,969)           

Cash and cash equivalents, beginning of year 608,001         624,970          

Cash and cash equivalents, end of year 254,063$       608,001          

Supplemental disclosures:
Cash payments for interest expense 4,541$           5,235              

Year Ended June 30
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RENAISSANCE ACADEMY, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Renaissance Academy, Inc. (the "School") is a public benefit not-for-profit organization 

incorporated under the laws of the State of Indiana.  The School operates a public charter 
school established under Indiana Code 20-24 and is sponsored by Ball State University.  
The School also provides an early childhood education program for children ages three 
and four on a fee basis.  

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding 
received by other public schools in the same geographic area.  Funding from the State of 
Indiana is based on enrollment, and is paid in monthly installments in July through June 
coinciding with the academic school year.  Revenue is recognized in the year in which 
the educational services are rendered.   

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Program and activity fees are paid by families based on the number of children enrolled in 

the activities selected, and are recognized in the year to which the payments pertain. 
 
  Cash and Cash Equivalents 
 
  Cash and cash equivalents consist of cash held in bank accounts and short-term, highly 

liquid investments with original maturities of three months or less. 
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RENAISSANCE ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful accounts 
is deemed necessary with regard to such receivables.  Other receivables are reviewed for 
collectability on an annual basis.  The accompanying statements of financial position 
reflect allowances for doubtful accounts of $64,000 and $72,000 as of June 30, 2014 and 
2013, respectively. 

  
 Deferred Revenue 
 
 Deferred revenue consists of enrollment fees and materials and supplies fees received as 

part of the enrollment process for the subsequent academic school year.  
 
 Taxes on Income 
 
 Renaissance Academy, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the years ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  Tax years ending after 2011 are open to audit 
for both federal and state purposes. 

 
  Subsequent Events 
 
  The School evaluated subsequent events through July 28, 2015, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related disclosures 
would be required.  See Note 7 for information regarding subsequent events. 
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RENAISSANCE ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 

 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs and minor replacement costs are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Leasehold improvements ............................  5 to 15 years 
    Furniture and equipment ............................  3 to 7 years 
    Vehicles ......................................................  5 years 
    Textbooks ...................................................  3 years  
 
 Reclassifications 
 
 Certain figures for 2013 that were previously reported have been reclassified for 

comparative purposes. 
  
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act that 

altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in equal monthly installments in the calendar year following the 
start of the academic school year.  As such, the School followed the practice of 
recognizing at June 30 of each year a receivable for payments to be made to the School 
in the subsequent July through December time period, which represented amounts due 
for services rendered.  Effective July 1, 2013, charter school funding is paid following 
the State of Indiana fiscal year of July to June, which is similar to the School’s academic 
year.  As part of this legislative amendment, the funding owed to the School under prior 
legislation for the period July to December 2013 was eliminated. 
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RENAISSANCE ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

 (2) Legislative Funding Changes, Continued 
 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as of 
June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013.   

 
 The effect of these legislative amendments have been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised of 
the following: 

 
   Repayment of Common School Fund loans .....................................  $ 577,706 
   Repayment of accrued interest on Common School Fund loans .....         84,596 
       662,302 
   Elimination of school funding .........................................................   (560,513 ) 
 
        $ 101,789 
   
 
(3) Long-Term Debt 
 
 Long-term debt at June 30, 2014 and 2013 consists of a note with 1st Source Bank.  The 

note is payable in monthly installments of $3,575, including interest at 1.8% per annum, 
through January 2020.  The note, obtained through the issuance of Qualified School 
Construction Bonds by the Indiana Finance Authority, is secured by assets purchased 
with the loan proceeds and guaranteed by the school facility landlord (see Note 4). 

  
 Principal maturities under the loan agreement are as follows: 
 
   Year Ending June 30: 
     2015 ............................................................................................  $  39,192 
     2016 ............................................................................................   39,836 
     2017 ............................................................................................   40,559 
     2018 ............................................................................................   41,295 
     Thereafter ...................................................................................             25,002         
                                                                                                           

      $ 227,928 
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RENAISSANCE ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

 (4) Leases 
 
 The School leases its school building from V&K, LLC under a 5-year lease that ends June 

30, 2017.  The lease is accounted for as an operating lease.  V&K, LLC is owned by 
Kieran McHugh and Vicki McHugh, both of whom are employees of the School.  Under 
the lease agreement, the School is responsible for all utilities and insurance on the 
contents.  Expense under this lease for the years ended June 30, 2014 and 2013 was 
$117,072 and $129,275.  The lease expense is scheduled to increase by the rate of 
inflation reported by the U.S. Bureau of Labor Statistics.  Future minimum lease 
obligations are as follows: 

 
   Year Ending June 30: 
     2015 ...........................................................................................   $97,260 
     2016 ...........................................................................................   97,260 
     2017 ...........................................................................................   97,260 
 
  
 (5) Retirement Plans 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public Retirement 
System (“INPRS”) Board.  INPRS acts as a common administrative and investment agent 
for units of state and local government in Indiana.  Contribution requirements of plan 
members are determined by the INPRS Board.  Under the plans, the School contributed 
7.5% of compensation for teaching faculty to TRF. The contribution to PERF for other 
employees was 8.75% of compensation until December 31, 2013 and 10.25% thereafter.  
Substantially all full-time employees are eligible to participate.  Retirement plan expense 
was $50,701and $51,504 for the years ended June 30, 2014 and 2013, respectively. 

 
 
(6) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition payments received.  Expense under this charter agreement 
was $29,473 and $15,610 for the years ended June 30, 2014 and 2013.  The charter 
remains in effect until June 30, 2017, and is renewable thereafter by mutual consent. 
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RENAISSANCE ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(7) Subsequent Events 
 
 In 2014, the School acquired land and began construction of a building designed to contain 

additional space for educational instruction.  The cost of the project is expected to 
approximate $1,375,000, to be funded by internal resources and a bank loan in the amount 
of $550,000.  The project is to be completed in fiscal year 2015. 

 
 
(8) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in LaPorte and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional liability 
to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014, 
substantially all of the accounts receivable balance was due from the State of Indiana.  
All cash deposits are maintained at 1st Source Bank and are insured up to the FDIC 
insurance up to the legal limit. 
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RENAISSANCE ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 
                         

                        2014                      
     Program     Management       
                                                                              Services       and General 
 

 Salaries and wages .......................................................  $462,885 273,443 
 Employee benefits ........................................................   135,809 88,983 
 Professional services ....................................................   24,861 17,010 
 Staff development and recruitment ..............................   20,003 - 
 Authorizer oversight fee ..............................................   - 29,473 
 Transportation ..............................................................   490 - 
 Food costs ....................................................................   25,074 - 
 Classroom, kitchen and 
       office supplies ............................................................   23,773 13,324 
 Field trips and events ...................................................   55,450 - 
 Travel ...........................................................................   - 182 
 Bad debt .......................................................................   - 34,157 
 Occupancy ...................................................................   155,921 - 
 Repairs and maintenance .............................................   24,045 - 
 Depreciation .................................................................   60,405 - 
 Interest .........................................................................   - 4,541 
 Insurance ......................................................................   - 20,201 
 Other ............................................................................          100  45,823                                                            
 
                                                  $988,816 527,137 
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RENAISSANCE ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting, Continued                      
      

                   2013                      
     Program     Management       
                                                                              Services       and General 
                                            

 Salaries and wages .......................................................  $453,055 213,571 
 Employee benefits ........................................................   133,829 77,016 
 Professional services ....................................................   21,797 14,961 
 Staff development and recruitment ..............................   9,595 - 
 Authorizer oversight fee ..............................................   - 15,610 
 Transportation ..............................................................   271 - 
 Food costs ....................................................................   11,089 - 
 Classroom, kitchen and 
       office supplies ............................................................   39,887 12,634 
 Field trips and events ...................................................   45,385 - 
 Travel ...........................................................................   - 301 
 Bad debt .......................................................................   - - 
 Occupancy ...................................................................   153,919 33,131 
 Repairs and maintenance .............................................   12,858 - 
 Depreciation .................................................................   56,185 - 
 Interest .........................................................................   - 28.343 
 Insurance ......................................................................   - 15,395 
 Other ............................................................................        1,635   25,483                                                            
 
                                                  $939,505 436,445 
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RENAISSANCE ACADEMY, INC. 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 
The report presented herein was prepared in addition to another official report prepared for the 
School as listed below: 
 

Supplemental Audit Report of Renaissance Academy, Inc. 
 
The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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Financial Statements  

June 30, 2014 and 2013 
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Rock Creek Community Academy, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Rock Creek Community 
Academy, Inc., which comprise the statements of financial position as of June 30, 2014 and 
2013, and the related statements of activities and cash flows for the years then ended, and the 
related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Rock Creek Community Academy, Inc. as of June 30, 2014 
and 2013, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

            
Indianapolis, IN 
December 11, 2014 
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Assets 2014 2013

Current assets:
Cash 378,723$       518,589         
Grants receivable 101,633         -                     
Prepaid expenses 29,180           3,470             

Total current assets 509,536         522,059         

Security deposits 15,775           11,185           
Property and equipment:

Textbooks 294,670         224,037         
Leasehold improvements 527,043         399,224         
Furniture and equipment 480,135         425,476         
Less: accumulated depreciation (567,899)        (323,214)        

Property and equipment, net 733,949         725,523         

 1,259,260$    1,258,767      

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 208,114$       214,437         
Current portion of long-term debt 31,218           28,267           

   Deferred revenue 136,573         114,999         
Refundable advances 10,000           -                     

Total current liabilities 385,905         357,703         

Long-term debt 53,045           84,283           
Total liabilities 438,950         441,986         

Net assets:
Unrestricted 801,680         793,091         
Temporarily restricted 18,630           23,690           

820,310         816,781         
   

 1,259,260$    1,258,767      

ROCK CREEK COMMUNITY ACADEMY, INC.

Statements of Financial Position

June 30
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Temporarily Temporarily
Revenue and Support Unrestricted Restricted Total Unrestricted Restricted Total

State education support 2,714,709$  -                  2,714,709    2,380,110$  -              2,380,110    
Grant revenue 343,205       -                  343,205       517,236       -              517,236       
Student fees 235,673       20,982         256,655       176,082       69,301         245,383       
Contributions 9,335           7,400           16,735         15,953         9,272           25,225         
Fundraising 41,745         41,430         83,175         53,154         31,048         84,202         
Net assets released from restrictions 74,872         (74,872)       -                  85,931         (85,931)       -                  

Total revenue and support 3,419,539    (5,060)         3,414,479    3,228,466    23,690         3,252,156    

Expenses

Program services 2,910,705    -                  2,910,705    2,584,283    -                  2,584,283    
Management and general 500,245       -                  500,245       488,423       -                  488,423       

Total expenses 3,410,950    -                  3,410,950    3,072,706    -                  3,072,706    

Change in net assets before non-operating expense 8,589           (5,060)         3,529           155,760       23,690         179,450       

Non-Operating Expense

Loss due to changes in legislative funding -                  -                  -                  (20,221)       -                  (20,221)       

Increase (decrease) in net assets 8,589           (5,060)         3,529           135,539       23,690         159,229       

Net assets, beginning of year 793,091       23,690         816,781       657,552       -                  657,552       
 
Net assets, end of year 801,680$     18,630         820,310       793,091$     23,690         816,781       

Year Ended June 30, 2014 Year Ended June 30, 2013

ROCK CREEK COMMUNITY ACADEMY, INC.

Statements of Activities

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
556



Operating Activities 2014 2013

Change in net assets 3,529$           159,229        
Adjustments to reconcile change in net assets to 

cash flows from operating activities:
Loss due to changes in legislative funding -                     20,221          
Depreciation 244,686         180,888        
Change in:

Grants receivable (101,633)        61,105          
Prepaid expenses (25,710)          12,319          
Security deposits (4,590)            -                    
Accounts payable and accrued expenses (6,324)            (134,010)       
Deferred revenue 21,574           9,499            
Refundable advances 10,000           -                    

Net cash  provided by operating activities 141,532         309,251        

Investing Activities

Purchase of property and equipment (253,111)        (308,431)       
Net cash used by investing activities (253,111)        (308,431)       

Financing Activities

Principal repayments of long-term debt (28,287)          (25,584)         
Net cash used by financing activities (28,287)          (25,584)         

Net decrease in cash (139,866)        (24,764)         

Cash, beginning of year 518,589         543,353        

Cash, end of year 378,723$       518,589        

Supplementary information:
Cash payments for interest expense 10,373$         12,775          

ROCK CREEK COMMUNITY ACADEMY, INC.

Statements of Cash Flows

Year Ended June 30
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ROCK CREEK COMMUNITY ACADEMY, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Rock Creek Community Academy, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and is sponsored by Ball 
State University.      

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which educational services are rendered. 

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary.  
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ROCK CREEK COMMUNITY ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(1) Summary of Significant Accounting Policies, Continued 
 
 Financial Statement Presentation 
 
 The School reports its financial position and activities according to two classes of assets 

as follows: 
 

 Unrestricted net assets, which represent net assets that the Board of Directors has 
discretionary control to use in carrying on the activities of the School in 
accordance with its articles of incorporation and by-laws. 

 
 Temporarily restricted net assets, which represent net assets restricted by the donor, 

grantor, or other outside party for a specific purpose or until the passage of time. 
 
 Contributions and Fees 
 
 The School receives resources from participation fees and fundraising events that support 

certain school activities.  These receipts are reported as restricted support in that they 
are received with stipulations that limit their use.  When a donor restriction expires, that 
is, when the purpose restriction is accomplished, temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statement of activities as net 
assets released from restrictions.   

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Textbooks ...................................................  5 years  
    Leasehold improvements ............................  5 to 8 years 
    Furniture and equipment ............................  3 to 5 years 
 
 Deferred Revenue 
 
 Deferred revenue consists of student fees and textbook rentals received as part of the 

enrollment process for the subsequent academic school year. 
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ROCK CREEK COMMUNITY ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(1) Summary of Significant Accounting Policies, Continued 
 

Taxes on Income 
 
 Rock Creek Community Academy, Inc. has received a determination from the U.S. 

Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) 
of the Internal Revenue Code as a tax-exempt organization; however, the School would 
be subject to tax on income unrelated to its tax-exempt purpose.  For the years ended 
June 30, 2014 and 2013, no accounting for federal and state income taxes was required 
to be included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012, and 2011 
are open to audit for both federal and state purposes.  

 
 Subsequent Events 
 
 The School evaluated subsequent events through December 11, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 

 
 Reclassifications 
 
 Certain figures for 2013 that were previously reported have been reclassified for 

comparative purposes. 
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ROCK CREEK COMMUNITY ACADEMY, INC. 
 

Notes to Financial Statements 
 
 

 (2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July 
to December 2013 was eliminated. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a loss due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans .....................................  $1,082,951 
   Repayment of accrued interest on Common School Fund loans .....       87,311 
       1,170,262 
   Elimination of School funding .........................................................  (1,190,483 ) 
 
       $    (20,221 ) 
 
 
(3) Refundable Advances 
 
  The School has been awarded grants from the Indiana Department of Education to 

provide educational instruction.  The grants are considered to be exchange transactions.  
Accordingly, revenue is recognized when earned and expenses are recognized as 
incurred.  At June 30, 2014, the School had refundable grant advances in excess of 
expenditures of $10,000. 
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ROCK CREEK COMMUNITY ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
 (4) Long-Term Debt 
 
 Long-term debt as of June 30, 2014 and 2013 was comprised of a note payable to 

Mobilease  
  Modular Space, Inc.  This note represents an obligation for site improvements relating 

to the installation of modular classrooms.  The note is payable in monthly installments 
of $3,185, including interest at 10% per annum, through December 2016.     

 
 Principal maturities under this loan agreement are as follows: 
 
  Year Ended June 30: 
    2015 .................................................................................................  $31,218 
    2016 .................................................................................................  34,478 
    2017 .................................................................................................  18,567           
 
                                                                                     $ 84,263 
 (5) Leases 
 
  The School leases its school facility, modular classrooms, and items of equipment under 

operating leases.  Under the facility lease, the School is also responsible for repairs, 
maintenance, and utilities.  Total expense under these operating leases for 2014 and 
2013 was $272,655 and $221,294, respectively.  Minimum future rental payments as of 
June 30, 2014 for all operating leases with initial, noncancellable lease terms in excess 
of one year are as follows: 

 
    Year ending June 30: 
     2015 ......................................................................  $267,248 
     2016 ......................................................................  141,240 
     2017 ......................................................................  83,800 
     2018 ......................................................................  55,080 
 
 
(6) Retirement Plan 
 
 The School maintains a Section 403(b) retirement plan with Mass Mutual Financial 

Group for the benefit of its employees.  Substantially all full-time employees are 
eligible to participate.  Under the plan, the School contributes 7.5% of each 
participant’s compensation for the plan year.  Retirement plan expense for the years 
ended June 30, 2014 and 2013 was $106,706 and $100,045, respectively. 
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ROCK CREEK COMMUNITY ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
 (7) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support received.  The charter remains in 
effect until June 30, 2015, and is renewable thereafter by mutual consent.  Payments 
under this charter agreement were $63,364 and $31,658 for the years ended June 30, 
2014 and 2013, respectively. 

 
 
(8) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Clark and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014, 
substantially all of the accounts receivable balance was due from the State of Indiana.  
Cash deposits are maintained at New Washington State Bank and normally exceed the 
FDIC insurance limit.   

 
 
(9) Accounting Correction 
 
 In 2014, it was determined that certain participant fees and revenue from fundraising 

events contained the characteristics of temporarily restricted net assets.  These resources 
were provided with the intent that they be used for the specific school activity 
designated by the donor.  This correction in accounting has been made by restating the 
financial statements for 2013 to reflect the classification of such assets as temporarily 
restricted.  The correction had no effect on total net assets or the change in total net 
assets for 2013. 
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ROCK CREEK COMMUNITY ACADEMY, INC. 
 

Notes to Financial Statements 
 
 
(10) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statements of activities.  Accordingly, certain expenses have been allocated 
between programs and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                          2014                                                
           Program                Management 
            Services                and General    
 
 Salaries and wages ...................................  $ 1,356,669 245,618  
 Employee benefits ...................................  332,636 55,347 
 Professional fees ......................................  279,183 70,700 
 Staff development and recruitment .........  7,937 - 
 Authorizer oversight fee ..........................  - 63,364 
 Food costs ................................................  42,765 - 
 Equipment ...............................................  33,703 - 
 Repairs and maintenance .........................      47,885            - 
 Classroom, kitchen and office supplies ...  136,604 11,284 
 Occupancy ...............................................  314,027 - 
 Depreciation ............................................  244,686 - 
 Field trips .................................................  59,814 -  
 Interest  ..................................................  - 10,373 
 Insurance .................................................  - 25,315 
 Other ........................................................      54,796   18,244 
   
      $ 2,910,705   500,245  
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ROCK CREEK COMMUNITY ACADEMY, INC. 
 

Notes to Financial Statements 
 

 
(10) Functional Expense Reporting, Continued 
 
                                                          2013                                                
           Program                Management 
            Services                and General    
 
 Salaries and wages ...................................  $ 1,232,027 209,008  
 Employee benefits ...................................  299,935 51,107 
 Professional fees ......................................  270,753 81,852 
 Staff development and recruitment .........  20,180 237 
 Authorizer oversight fee ..........................  - 31,658 
 Food costs ................................................  45,082 - 
 Equipment ...............................................  23,751 - 
 Repairs and maintenance .........................      35,702            - 
 Classroom, kitchen and office supplies ...  141,241 13,688 
 Occupancy ...............................................  255,788 - 
 Depreciation ............................................  180,888 - 
 Field trips .................................................  64,639 -  
 Interest  ..................................................  - 56,093 
 Insurance .................................................  - 22,975 
 Other ........................................................       14,297   21,805 
   
      $ 2,584,283   488,423  
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ROCK CREEK COMMUNITY ACADEMY, INC. 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The report presented herein was prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Rock Creek Community Academy, Inc. 
 
The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

 
 
The Board of Directors 
Rural Community Schools, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Rural Community Schools, Inc., 
which comprise the statements of financial position as of June 30, 2014 and 2013, and the 
related statements of activities and cash flows for the years then ended, and the related notes to 
the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Rural Community Schools, Inc. as of June 30, 2014 and 2013, and the 
changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

             
Indianapolis, IN 
February 27, 2015 
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Assets 2014 2013

Current assets:
Cash 259,256$      250,156        
Grants receivable 26,670          34,595          

Total current assets 285,926        284,751        

Property and equipment:
Leasehold improvements 89,399          72,453          
Furniture and equipment 410,363        389,667        
Textbooks and library books 109,804        102,058        
Less:  accumulated depreciation (396,224)       (354,970)       

Property and equipment, net 213,342        209,208        

 499,268$      493,959        

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 59,568$        56,239          

Total current liabilities 59,568          56,239          

Unrestricted net assets 439,700        437,720        

 499,268$      493,959        

June 30

RURAL COMMUNITY SCHOOLS, INC.

Statements of Financial Position
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Revenue and Support 2014 2013

State education support 974,132$       864,512         
Grant revenue 176,320         222,066         
Student fees 26,001           28,623           
Extra curricular revenue 29,295           18,631           
Contributions 5,756             6,170             
Other income 11,407           2,525             

Total revenue and support 1,222,911      1,142,527      

Expenses

Program services 1,017,353      967,861         
Management and general 203,578         216,449         

Total expenses 1,220,931      1,184,310      

Change in net assets before non-operating revenue 1,980             (41,783)          

Non-Operating Revenue

Gain due to changes in legislative funding -                     36,262           

Change in net assets 1,980             (5,521)            

Net assets, beginning of year 437,720         443,241         

Net assets, end of year 439,700$       437,720         

Year Ended June 30

RURAL COMMUNITY SCHOOLS, INC.

Statements of Activities
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Operating Activities 2014 2013

Change in net assets 1,980$           (5,521)            
Adjustments to reconcile change in net assets

to net cash provided by operating activities:
Gain due to changes in legislative funding -                     (36,262)          
Depreciation 41,254           39,750           
Change in:

Grants receivable 7,925             29,495           
Accounts payable and accrued expenses 3,329             (12,713)          

Net cash provided by operating activities 54,488           14,749           

Investing Activities

Purchases of property and equipment (45,388) (46,267)
Net cash used by investing activities (45,388)          (46,267)          

Net increase (decrease) in cash 9,100             (31,518)          

Cash, beginning of year 250,156         281,674         

Cash, end of year 259,256$       250,156         

Year Ended June 30

RURAL COMMUNITY SCHOOLS, INC.

Statements of Cash Flows
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RURAL COMMUNITY SCHOOLS, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Rural Community Schools, Inc. d/b/a Rural Community Academy (the "School") is a public 

benefit not-for-profit organization incorporated under the laws of the State of Indiana.  
The School operates a public charter school established under Indiana Code 20-24 and 
sponsored by Ball State University. The School serves approximately 130 students in 
grades kindergarten through eight.   

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding 
received by other public schools in the same geographic area.  Funding from the State of 
Indiana is based on enrollment, and paid in monthly installments in July through June 
coinciding with the academic school year.  Revenue is recognized in the year in which 
educational services are rendered.   

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amounts of cost 
and expenses at the time they are incurred. 

 
 Grants Receivable 
 
 Grants receivable relate primarily to activities funded under federal programs and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful accounts 
is deemed necessary.  
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RURAL COMMUNITY SCHOOLS, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Contributions 
 
  Contributions received are measured at their fair values and are reported as an increase in 

net assets.  The School reports gifts of cash and other assets as restricted support if they 
are received with donor stipulations that limit the use of the donated assets, or if they are 
designated as support for future periods.  Donor-restricted contributions whose 
restrictions are met in the same reporting period are reported as unrestricted support. 

 
 Taxes on Income 
 
 Rural Community Schools, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax exempt purpose.  For the years ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012, and 2011 
are open to audit for both federal and state purposes. 

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs and minor replacement costs are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
   Leasehold improvements ..................................  15 to 40 years 
   Furniture and equipment ..................................  5 to 10 years  
   Textbooks and library books ............................  5 years 
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RURAL COMMUNITY SCHOOLS, INC. 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Subsequent Events 
 
  The School evaluated subsequent events through February 27, 2015, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related disclosures 
would be required. 

 
 

(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act that 

altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July to 
December 2013 was eliminated. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as of 
June 30, 2013 on behalf of charter schools.  The School has applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised of 
the following: 

 
   Repayment of Common School Fund loans ................................   $398,310 
   Repayment of accrued interest on Common School Fund loans .     70,048 
       468,358 
   Elimination of School funding ....................................................   (432,096 ) 
 
        $  36,262    
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RURAL COMMUNITY SCHOOLS, INC. 
 

Notes to Financial Statements 
 
 

(3) Leases 
 
 The School leases its facility and certain items of office equipment under operating leases.    

The facility lease is an annually renewable lease that provides for monthly rental 
payments of $500.  The School is also responsible for the cost of utilities and 
maintenance.  Future minimum lease obligations as of June 30, 2014 for noncancelable 
operating leases with initial lease terms in excess of one year consist of payments totaling 
$2,667 per year through 2019. 

 
 Rent expense for the years ended June 30, 2014 and 2013 was $7,548 and $10,893, 

respectively.  
 
 
(4) Retirement Plans 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public Retirement 
System (“INPRS”) Board.  Contribution requirements of plan members are established 
by the INPRS Board.  Under the plans, the School contributes 7.5% of compensation for 
teaching faculty to TRF and 11% of compensation for other employees to PERF.  
Substantially all full-time employees are eligible to participate.  Retirement plan expense 
under both plans was $43,492 and $52,249 for the years ended June 30, 2014 and 2013, 
respectively. 

 
 

(5) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual administrative 
fee equal to 3% of state tuition support received.  Expense under this charter agreement 
was $15,991 and $10,229 for the years ended June 30, 2014 and 2013.  The charter 
remains in effect until June 30, 2016, and is renewable thereafter by mutual consent. 
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RURAL COMMUNITY SCHOOLS, INC. 
 

Notes to Financial Statements 
 
 

(6) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Sullivan and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional liability 
to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the receivable balance was due from the State of Indiana.  In addition, 
deposits maintained at Regions Bank frequently exceed the FDIC insurance limit. 
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RURAL COMMUNITY SCHOOLS, INC. 
 

Notes to Financial Statements 
 
 
(7) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statements of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                            2014                                              
                                                                             Program        Management                            
                                                                                       Services          and General 
 
 Salaries and wages ............................................  $545,343 106,238             
 Employee benefits ............................................  159,589 26,620 
 Staff development .............................................  4,169 - 
 Professional services ........................................         32,791             6,353 
 Textbooks and educational materials ...............  15,002 - 
 Authorizer oversight fee ...................................  - 15,991 
 Food costs .........................................................  56,766 - 
 Transportation ..................................................  28,555 482 
 Equipment and rentals ......................................  14,223 12,166 
 Classroom, kitchen and office supplies ............  15,213 8,183 
 Occupancy ........................................................  75,003 1,023 
 Depreciation .....................................................  41,257 - 
 Insurance ..........................................................  - 15,676 
 Advertising .......................................................  - 3,096 
 Extra-curricular activities .................................  28,768 - 
 Other .................................................................           674    7,750  
 
      $1,017,353 203,578 
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RURAL COMMUNITY SCHOOLS, INC. 
 

Notes to Financial Statements 
 
 

(7) Functional Expense Reporting Continued  
 
                                                            2013                                              
                                                                             Program        Management                            
                                                                                       Services          and General 
 
 Salaries and wages ............................................  $536,052 116,167             
 Employee benefits ............................................  152,158 22,070 
 Staff development .............................................  6,550 - 
 Professional services ........................................         35,394             4,670 
 Textbooks and educational materials ...............  6,095 - 
 Authorizer oversight fee ...................................  - 10,229 
 Food costs .........................................................  53,009 - 
 Transportation ..................................................  24,630 593 
 Equipment and rentals ......................................  11,771 4,893 
 Classroom, kitchen and office supplies ............  13,018 12,739 
 Occupancy ........................................................  72,230 1,129 
 Depreciation .....................................................  39,750 - 
 Interest  ...........................................................  - 15,933 
 Insurance ..........................................................  - 18,614 
 Advertising .......................................................  - 3,021 
 Extra-curricular activities .................................  15,255 - 
 Other .................................................................      1,949    6,391  
 
      $967,861 216,449 
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RURAL COMMUNITY SCHOOLS, INC. 
 

Other Reports 
 

Year Ended June 30, 2014  
 
 

The report presented herein was prepared in addition to another official report prepared for the 
school as listed below: 
 

Supplemental Audit Report of Rural Community Schools, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 

 
The Board of Directors 
Drexel Foundation for Educational Excellence, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Drexel Foundation for 
Educational Excellence, Inc. d/b/a Thea Bowman Leadership Academy, which comprise the 
statements of financial position as of June 30, 2014 and 2013, the related statements of activities 
and cash flows for the years then ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Drexel Foundation for Educational Excellence, Inc. as of 
June 30, 2014 and 2013, and the changes in its net assets and its cash flows for the years then 
ended in accordance with accounting principles generally accepted in the United States of 
America. 
 
Other Matters 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The accompanying schedule of expenditures of federal awards, as required by 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and 
Non-Profit Organizations, is presented for purposes of additional analysis and is not a 
required part of the financial statements.  Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the financial statements.  The information has been subjected to 
the auditing procedures applied in the audit of the financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the information is fairly 
stated, in all material respects, in relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
October 15, 2014 on our consideration of Drexel Foundation for Educational Excellence, 
Inc.’s internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters.  The 
purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance.  That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering Drexel 
Foundation for Educational Excellence, Inc.’s internal control over financial reporting and 
compliance. 

         
Indianapolis, IN 
October 15, 2014 
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Assets 2014 2013

Current assets:
Cash and cash equivalents 2,285,761$    1,482,320      
Cash - restricted for debt service 195,000         183,750         
Certificate of deposit 524,038         524,038         
Accounts receivable:

Grants 286,805         1,053,001      
Other 20,223           609                

Prepaid expenses 2,487             14,323           
Total current assets 3,314,314      3,258,041      

Property and equipment:
Land 859,886         859,886         
Structures and improvements 16,857,204    16,842,714    
Equipment 2,814,032      2,542,944      
Furniture and fixtures 785,648         781,904         
Less:  accumulated depreciation (5,453,614)    (4,552,717)    

Property and equipment, net 15,863,156    16,474,731    

Other assets:
Cash restricted for debt service 1,505,075      1,505,075      
Debt issuance costs, net of amortization 728,041         756,620         

2,233,116      2,261,695      

 21,410,586$  21,994,467    

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 851,262$       839,169         
Current portion of long-term debt 260,000         251,871         

Total current liabilities 1,111,262      1,091,040      

Long-term debt 18,200,000    18,460,000    
Total liabilities 19,311,262    19,551,040    

Unrestricted net assets 2,099,324      2,443,427      

21,410,586$  21,994,467    

June 30

THEA BOWMAN LEADERSHIP ACADEMY

Statements of Financial Position

DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
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Revenue and Support 2014 2013

State education support 10,334,087$    9,126,990        
Grant revenue:

State 116,129           384,635           
Federal 2,837,209        2,602,444        

Student fees 204,692           220,311           
Contributions 5,706               10,771             
Interest income 1,650               1,505               
Other 94,173             53,605             

Total revenue and support 13,593,646      12,400,261      

Expenses

Program services 11,850,836      11,702,223      
Management and general 2,086,913        1,651,084        

Total expenses 13,937,749      13,353,307      

Decrease in net assets before non-operating revenue (344,103)         (953,046)         

Non-Operating Revenue

Gain due to changes in legislative funding -                      689,600           

Decrease in net assets (344,103)         (263,446)         

Net assets, beginning of year 2,443,427        2,706,873        
 
Net assets, end of year 2,099,324$      2,443,427        

Year Ended June 30

DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a

THEA BOWMAN LEADERSHIP ACADEMY

Statements of Activities
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Operating Activities 2014 2013

Change in net assets (344,103)$     (263,446)       
Adjustments to reconcile change in net assets

to cash flows from operating activities:
Depreciation 900,897        934,675        
Amortization 28,579          28,578          
Gain due to change in legislative funding -                    (689,600)       
Change in:

Accounts receivable 746,582        (397,312)       
Prepaid expenses 11,836          194,135        
Accounts payable and accrued expenses 12,093          (774,023)       

Net cash provided (used) by operating activities 1,355,884     (966,993)       

Investing Activities

Acquisition of property and equipment (289,322)       (130,021)       
Net cash used by investing activities (289,322)       (130,021)       

Financing Activities

Principal repayments of long-term debt (251,871)       (239,283)       
Increase in cash held for debt service (11,250)         (11,250)         

Net cash used by financing activities (263,121)       (250,533)       
  
Net increase (decrease) in cash 803,441        (1,347,547)    

Cash and cash equivalents, beginning of year 1,482,320     2,829,867     

Cash and cash equivalents, end of year 2,285,761$   1,482,320     

Supplemental disclosures:
Cash paid for interest expense 1,253,869$   1,279,775     

Year Ended June 30

DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a

THEA BOWMAN LEADERSHIP ACADEMY

Statements of Cash Flows
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Drexel Foundation for Educational Excellence, Inc. d/b/a Thea Bowman Leadership 

Academy (the "School") is a public benefit not-for-profit organization incorporated 
under the laws of the State of Indiana.  The School operates a public charter school 
established under Indiana Code 20-24 and is sponsored by Ball State University.  The 
School has entered into a service agreement with American Quality Schools 
Corporation, an organization incorporated in the State of Illinois, to provide curriculum, 
managerial, administrative, and financial services to the School.   

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

  
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary. 

 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
school year in which educational services are rendered.   

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 

 
 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
589



 

-7- 

DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Structures and improvements ..........................  15 to 39 years 
    Equipment .......................................................  3 to 7 years 
    Furniture and fixtures ......................................  7 years 
 
 Taxes on Income 
 
 Drexel Foundation for Educational Excellence, Inc. has received a determination from the 

U.S. Treasury Department stating that it qualifies under the provisions of Section 
501(c)(3) of the Internal Revenue Code as a tax-exempt organization; however, the 
School would be subject to tax on income unrelated to its tax-exempt purpose.  For the 
years ended June 30, 2014 and 2013, no accounting for federal and state income taxes 
was required to be included in the accompanying financial statements. 

 
  Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2013, 2012, and 2011 
are open to audit for both federal and state purposes. 
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Cash Equivalents 
 
 The School considers all short-term debt securities purchased with an original maturity of 

three months or less to be cash equivalents. 
 
 Debt Issuance Costs 
 
 Costs associated with securing financing under the Indiana Finance Authority Education 

Facilities Revenue Bonds have been deferred and are being amortized over the term of 
the bonds (30 years) using the straight-line method. 

 
 Subsequent Events 
 
 The School evaluated subsequent events through October 15, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 

 
 Reclassifications 
 
 Certain figures for 2013 that were previously reported have been reclassified for 

comparative purposes. 
 
  
 (2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in equal monthly installments in the calendar year following 
the start of the academic school year.  As such, the School followed the practice of 
recognizing at June 30 of each year a receivable for payments to be made to the School 
in the subsequent July through December time period, which represented amounts due 
for services rendered.  Effective July 1, 2013, charter school funding is paid following 
the State of Indiana fiscal year of July to June, which is similar to the School’s 
academic year.  As part of this legislative amendment, the funding owed to the School 
under prior legislation for the period July to December 2013 was suspended. 
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to Financial Statements 
 

 
(2) Legislative Funding Changes, Continued 
 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans .....................................  $4,507,506 
   Repayment of accrued interest on Common School Fund loans .....      745,010 
       5,252,516 
   Elimination of School funding .........................................................  (4,562,916 ) 
 
       $   689,600    
 
 
 (3) Long-Term Debt 
   
 Long-term debt as of June 30, 2014 and 2013 consisted of the following: 
 
                                                                                                  2014                   2013 
 Indiana Finance Authority Educational Facilities 

Revenue Bonds, Series 2009 that are collateralized by 
the structures and improvements.  The loan principal 
is payable in annual principal installments that vary 
between $230,000 and $2,890,000 through October 
2039.  Interest payments are made semi-annually at 
rates that range from 6% to 7% in accordance with 
the bond agreement. .....................................................  $18,460,000 18,705,000 

  
 Non-interest bearing note payable to Food Service 

Professionals, Inc. that is due in monthly installments 
of $794, with the final payment due in May 2014.  
The note is collateralized by specific items of 
equipment. ....................................................................                   -           6,871 

      18,460,000  18,711,871  
  Less: current portion .....................................................          (260,000)       (251,871) 
 
      $18,200,000 18,460,000 
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to Financial Statements 
 

 
(3) Long-Term Debt, Continued 
 
 The Indiana Finance Authority Educational Facilities Revenue Bond obligation contains 

certain covenants that limit the School’s ability to create liens, incur indebtedness or 
guarantees, dispose of assets, or change the nature of the business.  The bond obligation 
also contains financial maintenance covenants establishing a minimum debt service 
coverage ratio.  The School did not met the minimum debt service coverage ratio in the 
year ended June 30, 2013, but was in compliance in the year ended June 30, 2014. 

 
 Future maturities of long-term debt are as follows: 
 
  Year Ended June 30: 
    2015 ...................................................................... $ 260,000  
    2016 ........................................................................  275,000 
    2017 ........................................................................  295,000 
    2018 ........................................................................  310,000 
    2019 ........................................................................  330,000 
    Thereafter ...............................................................  16,990,000             
 
     $18,460,000 
 
 
(4) Leases 
 
 The School conducts its elementary school operations from facilities that are leased under 

a noncancelable operating lease that expires in June 2017.  The lease provides for an 
initial minimum annual rental payment of $115,000, which increases by three percent 
each year through June 2017.  The minimum annual rental payment is based on an 
enrollment of 300 students.  There is an additional monthly charge for each student in 
excess of 300.  The School also leases certain items of equipment under leases that are 
accounted for as operating leases.  The leases extend through February 2017. 

 
 Future minimum rental payments required under these leases are as follows: 
 
  Year Ended June 30: 
    2015 ........................................................................  $160,984 
    2016 ........................................................................  155,912 
    2017 ........................................................................  141,985            
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to Financial Statements 
 

 
 (5) Retirement Plan 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public 
Retirement System (“INPRS”) Board.  INPRS acts as a common administrative and 
investment agent for units of state and local government in Indiana.  Contribution 
requirements are determined by the INPRS Board.  Under the plans, the School 
contributes 7.5% of compensation for teaching faculty to TRF.  The contribution to 
PERF for other employees was 8.75% of compensation until December 31, 2013, and 
10.25% thereafter.  Substantially all full-time employees are eligible to participate.  
Participants are required to contribute 3% of compensation to an annuity saving account 
that can be withdrawn when the participant terminates employment.  The School 
voluntarily makes this contribution on behalf of the participants.  Retirement plan 
expense was $496,209 and $609,062 for the years ended June 30, 2014 and 2013. 

 
 
 (6) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition payments received.  The charter remains 
in effect until June 30, 2016, and is renewable thereafter by mutual consent.  Payments 
under this agreement were $212,140 and $99,868 for the years ended June 30, 2014 and 
2013. 

 
 The School has contracted with American Quality Schools Corporation, a not-for-profit 

organization incorporated in the State of Illinois, to provide management, 
administrative and educational programming services.  Under the terms of the 
agreement, the School has agreed to pay an amount equal to 7% of revenues, as defined, 
for such services.  The contract commenced July 1, 2010 and expires June 30, 2015.  
Management fee expense under this contract was $723,386 and $343,042 for the years 
ended June 30, 2014 and 2013.  No management fees were assessed with regard to the 
elimination of school funding as described in Note 2. 
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to Financial Statements 
 
 
(7) Accounting Correction 
 
 In 2014, the School was informed that certain expenditures incurred in 2013 were subject 

to reimbursement under a federal special education grant. These expenditures had not 
been previously claimed due to a misunderstanding regarding the grant conditions.  The 
School has corrected this error by restating previously issued financial statements.  The 
effect of this correction has been to increase revenue and the change in net assets for the 
year ended June 30, 2013 by $62,057. 

 
 
(8) Risks and Uncertainties 
 
 The School provides education services to families residing in Lake and surrounding 

counties in Indiana, and is subject to the risks of economic and competitive forces at 
work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the accounts receivable balance was due from the State of Indiana.  
In addition, deposits are maintained at J.P. Morgan Chase Bank and BMO Harris Bank 
and are insured up to the FDIC insurance limit.   
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to Financial Statements 
 

 
(9) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statements of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                          2014                                               
                                                                            Program               Management                            
                                                                            Services                and General 
 
 Salaries and wages ...................................  $ 5,655,042 754,469  
 Amortization ............................................  - 28,578 
 Employee benefits ...................................  854,636 106,833 
 Books and supplies ..................................  443,310 - 
 Depreciation ............................................  900,897 - 
 Education .................................................  493,150 - 
 Food service expense ...............................  684,613 - 
 Insurance .................................................  593,074 112,134 
 Interest .....................................................  1,253,869 - 
 Management fees .....................................  - 963,251 
 Office expense .........................................  - 105,051 
 Professional fees ......................................  76,680 9,450 
 Rent .........................................................         301,124              - 
 Repairs and maintenance .........................          594,441               - 
 Other ........................................................                  -       7,147 
 
      $11,850,836 2,086,913  
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to Financial Statements 
      
     
(9) Functional Expense Reporting, Continued 
 
                                                         2013                                                
                                                                            Program               Management                            
                                                                            Services                and General 
 
 Salaries and wages ...................................  $5,695,314 550,651  
 Amortization ............................................  - 28,578 
 Employee benefits ...................................  978,214 92,354 
 Books and supplies ..................................  398,410 - 
 Depreciation ............................................  934,676 - 
 Education .................................................  329,816 - 
 Food service expense ...............................  700,127 - 
 Insurance .................................................  540,657 92,892 
 Interest .....................................................  1,268,238 191,837 
 Management fees .....................................  - 442,911 
 Office expense .........................................  - 136,225 
 Professional fees ......................................  46,344 82,964 
 Rent .........................................................         271,160              - 
 Repairs and maintenance .........................       539,267               - 
 Other ........................................................                  -     32,672 
   
      $11,702,223   1,651,084   
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Total
Federal Pass-Through Federal

Federal Grantor Agency/Pass-Through Entity/ CFDA Entity Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended

U.S. DEPARTMENT OF EDUCATION
Pass-Through Indiana Department of Education

Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 1,717,927$   

Charter Schools Program 84.282 34,848          

Special Education Cluster
Special Education - Grants to States 84.027 14214-507-PN01 214,746        

Improving Teacher Quality State Grants 84.367 176,407        

Total federal awards expended 2,143,928$   

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2014

DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a

THEA BOWMAN LEADERSHIP ACADEMY
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Notes to the Schedule of Expenditures of Federal Awards 
 

Year Ended June 30, 2014  
 
 
(1) Basis of Presentation 
 
 The accompanying schedule of expenditures of federal awards (the “Schedule”) includes 

the federal grant activity of Drexel Foundation for Educational Excellence, Inc. (the 
“School”) under programs of the federal government for the year ended June 30, 2014.  
The information in this schedule is presented in accordance with the requirements of the 
Office of Management and Budget (OMB) Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations.  Because the Schedule presents only a 
selected portion of the operations of the School, it is not intended to and does not 
present the financial position, changes in net assets or cash flows of the School. 

 
 
(2) Summary of Significant Accounting Policies 
 
 Expenditures reported on the Schedule are reported on the accrual basis of accounting.  

Such expenditures are recognized following the cost principles contained in OMB 
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. 
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INDEPENDENT AUDITOR’S 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 

 
 
The Board of Directors 
Drexel Foundation for Educational Excellence, Inc. 
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Drexel Foundation for Educational Excellence, Inc., d/b/a Thea Bowman 
Leadership Academy (the “School”), which comprise the statement of financial position as of 
June 30, 2014, and the related statements of activities and cash flows for the year then ended, 
and the related notes to the financial statements, and have issued our report thereon dated 
October 15, 2014. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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 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 corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
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Our consideration of internal control was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control 
that might be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that were not identified.  Given these 
limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses.  We did identify certain deficiencies in internal control, 
described in the accompanying schedule of findings and questioned costs as Finding No. 
2014-001 and Finding No. 2014-002, that we consider to be significant deficiencies. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from 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 tests disclosed no 
instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the School’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the School’s 
internal control and compliance. Accordingly, this communication is not suitable for any 
other purpose. 

 
Indianapolis, IN 
October 15, 2014 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 

PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB 
CIRCULAR A-133 

 
 
The Board of Directors 
Drexel Foundation for Educational Excellence, Inc. 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Drexel Foundation for Educational Excellence, Inc., d/b/a Thea Bowman 
Leadership Academy’s (the “School”) compliance with the types of compliance requirements 
described in the OMB Circular A-133 Compliance Supplement that could have a direct and 
material effect on each of the School’s major federal programs for the year ended June 30, 2014. 
The School’s major federal programs are identified in the summary of auditor’s results section 
of the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred. An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination of the 
School’s compliance. 
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Opinion on Each Major Federal Program 
 
In our opinion, Drexel Foundation for Educational Excellence, Inc. complied, in all material 
respects, with the types of compliance requirements referred to above that could have a direct 
and material effect on each of its major federal programs for the year ended June 30, 2014. 
 
Other Matters 
 
The results of our auditing procedures disclosed instances of noncompliance, which are 
required to be reported in accordance with OMB Circular A-133 and which are described in 
the accompanying schedule of findings and questioned costs as Finding No. 2014-003 and 
Finding No. 2014-004.  Our opinion on the major program is not modified with respect to 
these matters. 
 
The School’s response to the noncompliance findings identified in our audit is described in 
the accompanying schedule of findings and questioned costs.  The School’s response was not 
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we 
express no opinion on the response. 
 
Report on Internal Control Over Compliance 
 
Management of Drexel Foundation for Educational Excellence, Inc. is responsible for 
establishing and maintaining effective internal control over compliance with the types of 
compliance requirements referred to above. In planning and performing our audit of 
compliance, we considered the School’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to 
determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each major federal program and to test and report on 
internal control over compliance in accordance with OMB Circular A-133, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the School’s internal 
control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a 
type of compliance requirement of a federal program on a timely basis. A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal 
control over compliance is a deficiency, or a combination of deficiencies, in internal control 
over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal control over compliance, yet important enough to 
merit attention by those charged with governance. 
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Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control over compliance that might be material weaknesses or significant deficiencies 
and therefore, material weaknesses or significant deficiencies may exist that were not 
identified.  We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses.  However, we identified certain deficiencies in internal 
control over compliance, as described in the accompanying schedule of findings and 
questioned costs as items Findings No. 2014-003 and Finding No. 2014-004 that we consider 
to be significant deficiencies. 
 
The School’s response to the internal control over compliance findings identified in our audit 
are described in the accompanying schedule of findings and questioned costs.  The  
School’s response was not subjected to the auditing procedures applied in the audit of 
compliance and, accordingly, we express no opinion on the response. 
 
The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other 
purpose. 

 
Indianapolis, IN 
October 15, 2014 
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Schedule of Findings and Questioned Costs 
 

 Year Ended June 30, 2014 
 

I.  Summary of Auditor’s Results 
 
 
Financial Statements 
 
Type of auditor’s report issued: Unmodified   
 
Internal control over financial reporting: 
 
 Material weaknesses: None Reported 
     
 Significant deficiencies that are not 

considered to be material weaknesses: Yes 
 
Noncompliance noted which is material  
 to financial statements: No 
    
Federal Awards 
 
Internal control over major programs: 
 
 Material weaknesses: None Reported 
    
 Significant deficiencies that are not 

considered to be material weaknesses: Yes 
    
Type of auditor’s report issued on compliance 
 for major programs: Unmodified 
 
Audit findings disclosed that are required 
 to be reported in accordance with section 
 510(a) of Circular A-133: Yes 
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014 
 

I.  Summary of Auditor’s Results, Continued 
 
 
Identification of major programs: 
 
   CFDA Number                                            Name of Federal Program or Cluster 
          
                                                   Title I, Part A Cluster 
 84.010                                                   Grants to Local Educational Agencies 
      
 
Dollar threshold used to distinguish 
 between Type A and Type B programs:     $300,000 
 
Auditee qualified as low-risk auditee: No 
 
 

II.  Financial Statement Findings 
 
 
SIGNIFICANT DEFICIENCIES 
 
FINDING NO. 2014-001 PROCUREMENT POLICY 
 
Condition 
Under the Title I program, the School conducted a number of procurements in excess of 
$50,000, including computer purchases, contracted tutoring, and a multi-year educational 
materials contract, and did so without the use of a written procurement policy governing 
purchase transactions. 

 
Criteria 
OMB Circular A-110 (§__.40) states that the standards prescribed are “for use by recipients 
in establishing procedures for the procurement of supplies and other expendable property, 
equipment, real property and other services with Federal funds”. 
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014 
 

II.  Financial Statement Findings, Continued 
 
 
OMB Circular A-110 (§__.44) further states that “all recipients shall establish written 
procurement procedures” and provides for minimum standards for those procedures allowing 
that “the type of procuring instruments used (e.g., fixed price contracts, cost reimbursable 
contracts, purchase orders, and incentive contracts) shall be determined by the recipient but 
shall be appropriate for the particular procurement and for promoting the best interest of the 
program or project involved”. 
 
Cause 
The School has been operating using informal procurement procedures. 
 
Effect 
The failure to maintain a written procurement policy does not allow for proper 
documentation of internal controls, nor provide assurance that federal funds are expended 
most efficiently. 
 
Context  
In none of the three procurement transactions mentioned above did the School maintain 
documentation of the solicitation or basis for selection of the contractor/vendor.  
 
Recommendation 
We recommend that the School develop a written procurement policy that is responsive to its 
various procurement actions. 
 
Views of Responsible Officials and Planned Corrective Action 
See attached letter of response from School officials. 
 
 
FINDING NO. 2014-002 FINANCIAL REPORTING 
 
Condition 
In the 2014 fiscal year, the School determined that expenditures relating to the 2013 fiscal 
year had not been claimed for reimbursement.  A claim for these expenditures was submitted 
and paid in fiscal year 2014.  As such, expenditures were not properly reported on the 
Schedule of Expenditures of Federal Awards (SEFA) for fiscal year 2013. 
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014 
 

II.  Financial Statement Findings, Continued 
 
 
Criteria 
OMB Circular A-110 (§__.21) states “recipients’ financial management systems shall 
provide for…Accurate, current and complete disclosure of the financial results of each 
federally-sponsored project or program….” 
 
OMB Circular A-133 (§__.310) states that “the auditee shall also prepare a schedule of 
expenditures of Federal awards for the period covered by the auditee’s financial statements”. 
 
Cause 
The expenditures were not reported initially due to a misunderstanding regarding the grant 
conditions. 
 
Effect 
The School submitted financial statements for the 2013 fiscal year that were not accurate. 
 
Context 
The SEFA for the 2013 fiscal year was under-reported by $62,057. 
 
Recommendation  
The School should implement procedures to assure that the terms and conditions of each 
grant are identified and responsibility for accurate reporting be assigned to a grants manager. 
 
Views of Responsible Officials and Planned Corrective Action 
See attached letter of response from School officials. 
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014 
 

III.  Federal Award Findings and Questioned Costs 
 
 

FINDING NO. 2014-003 PROCUREMENT POLICY 
 
Federal Agency:  U.S. Department of Education 
Pass-Through Agency: Indiana Department of Education 
Federal Program:  Title I, Part A, Grants to Local Educational Agencies 
CFDA Number:  84.010 
Award Year:   FY 2013-2014 
                                                                                                         Questioned 
                                                                                                          Costs       
 
Significant Deficiency:  As presented in Finding 2014-001, the School did 
not maintain a written procurement policy.  Because of the lack of a 
formal written policy, procurement actions may occur that are not in 
compliance with federal standards.  Action should be taken to develop a 
written procurement policy that is formally adopted by the Board of 
Directors.  -0- 
 
 
FINDING NO. 2014-004 FINANCIAL REPORTING 
 
Federal Agency:  U.S. Department of Education 
Pass-Through Agency: Indiana Department of Education 
Federal Program:  Special Education – Grants to States 
CFDA Number:  84.027 
Award Year:   FY 2013-2014 
 
Significant Deficiency:  As presented in Finding 2014-002, the School did 
not accurately report the expenditures under the Special Education grant 
for fiscal year 2013.  The failure comply with the grant requirements 
resulted in the delinquent reporting of grant expenditures.  Action should 
be taken to assign grant management responsibility to assure timely 
compliance with grant conditions.  -0-
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC. 
d/b/a 

THEA BOWMAN LEADERSHIP ACADEMY 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The reports presented herein were prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Drexel Foundation for Educational Excellence, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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21ST CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
   d/b/a 
UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 
Financial Statements and Federal Single Audit Report 
 
June 30, 2014 and 2013 
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INDEPENDENT AUDITOR’S REPORT 
 
 
The Board of Directors 
21st Century Charter School at Fountain Square, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of 21st Century Charter School at 
Fountain Square, Inc. d/b/a University Heights Preparatory Academy, which comprise the 
statements of financial position as of June 30, 2014 and 2013, and the related statements of 
activities and cash flows for the years then ended, and the related notes to the financial 
statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of 21st Century Charter School at Fountain Square, Inc. as of June 30, 
2014 and 2013, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as 
a whole.  The accompanying schedule of expenditures of federal awards, as required by Office 
of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, is presented for purposes of additional analysis and is not a required part 
of the financial statements.  Such information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to prepare 
the financial statements.  The information has been subjected to the auditing procedures applied 
in the audit of the financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used 
to prepare the financial statements or to the financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United 
States of America.  In our opinion, the information is fairly stated, in all material respects, in 
relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
October 29, 2014 on our consideration of 21st Century Charter School at Fountain Square, 
Inc.’s internal control over financial reporting and on our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements and other matters.  The purpose 
of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance.  That report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering 21st Century Charter School 
at Fountain Square, Inc.’s internal control over financial reporting and compliance. 

             
Indianapolis, IN 
October 29, 2014 
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Assets 2014 2013

Current assets:
Cash 114,193$       340,079         
Accounts receivable:

Grants 98,734           100,723         
Other 4,507             1,974             

Prepaid expense 55,622           20,723           
Total current assets 273,056         463,499         

Property and equipment:
Textbooks 16,098           29,964           
Leasehold improvements 5,099             46,214           
Computers and technology 650,025         571,136         
Furniture and equipment 387,334         271,478         
Vehicle 12,450           12,450           
Less: accumulated depreciation (807,170)       (784,798)       

Property and equipment, net 263,836         146,444         

 536,892$       609,943         

Liabilities and Net Assets

Accounts payable and accrued expenses 178,255$       135,924         
Note payable 82,292           150,000         
Refundable advances 5,468             4,080             

Total liabilities 266,015         290,004         

Unrestricted net assets 270,877         319,939         

 536,892$       609,943         

June 30

21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC.
d/b/a

UNIVERSITY HEIGHTS PREPARATORY ACADEMY

Statements of Financial Position
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Revenue and Support 2014 2013

State education support 1,859,874$    1,871,004       
Grant revenue 1,424,854      1,379,732       
Student fees 3,518             3,118              
Contributions:

Cash 12,530           22,600            
In-kind -                     210,138          

Other income 12,921           5,233              
Total revenue and support 3,313,697      3,491,825       

Expenses

Program services 2,535,045      2,308,599       
Administrative 827,714         887,563          

Total expenses 3,362,759      3,196,162       

Increase (decrease) in net assets before
non-operating revenue (49,062)          295,663          

Non-Operating Revenue

Gain due to changes in legislative funding -                     482,296          

Increase (decrease) in net assets (49,062)          777,959          

Net assets (deficiency), beginning of year 319,939         (458,020)        

Net assets, end of year 270,877$       319,939          

Year Ended June 30

Statements of Activities

UNIVERSITY HEIGHTS PREPARATORY ACADEMY
d/b/a

21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC.
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Operating Activities 2014 2013

Change in net assets (49,062)$        777,959       
Adjustments to reconcile change in net assets

to net cash from operating activities:
   Gain due to changes in legislative funding -                     (482,296)      
   Gain on disposal of fixed assets 5,321             -                   

Depreciation 87,781           151,625       
Change in:

Accounts receivable (544)               21,880         
Prepaid expense (34,899)          1,610           
Accounts payable and accrued expenses 42,331           48,253         
Due to GEO Foundation -                     (210,138)      
Refundable advances 1,388             (3,067)          

Net cash provided by operating activities 52,316           305,826       

Investing Activities

Purchases of property and equipment (210,494) (64,516)
Net cash used by investing activities (210,494)        (64,516)        

Financing Activities

Principal repayments of long-term obligations -                     (63,367)        
Net receipts (repayments) under line of credit (67,708)          75,000         

Net cash provided (used) by financing activities (67,708)          11,633         
  
Net increase (decrease) in cash (225,886)        252,943       

Cash, beginning of year 340,079         87,136         

Cash, end of year 114,193$       340,079       

Supplemental disclosures:
Cash payments for interest expense 4,791$           4,646           

Year Ended June 30

21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC.
d/b/a

UNIVERSITY HEIGHTS PREPARATORY ACADEMY

Statements of Cash Flows
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 21st Century Charter School at Fountain Square, Inc. d/b/a University Heights Preparatory 

Academy (the "School") is a public benefit not-for-profit organization incorporated under 
the laws of the State of Indiana.  The School operates a public charter school established 
under Indiana Code 20-24 and is sponsored by Ball State University.   

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures.  Actual results could 
differ from those estimates. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and legislation 

enacted by the State of Indiana.  The School believes that it is operating in compliance with 
regulatory requirements and as such no allowance for doubtful accounts is deemed 
necessary.  

 
 Subsequent Events 
 
  The School evaluated subsequent events through October 29, 2014, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related disclosures 
would be required.   
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools Act.  

Under the Act, the School receives an amount per student in relation to the funding received 
by other public schools in the same geographic area.  Funding from the State of Indiana is 
based on enrollment, and is paid in monthly installments in July through June coinciding 
with the academic school year.  Revenue is recognized in the year in which the educational 
services are rendered.   

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  Accordingly, 

the School recognizes revenue under these grants in the amount of costs and expenses at 
the time they are incurred. 

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs and minor replacement costs are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Textbooks ...................................................  4 years 
    Leasehold improvements ............................  5 to 9 years 
    Computers and technology .........................  3 years 
    Furniture and equipment ............................  5 years 
    Vehicle ........................................................  5 years 
 
 Taxes on Income 
 
 21st Century Charter School at Fountain Square, Inc. has received a determination from the 

U.S. Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) 
of the Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the years ended June 30, 
2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Taxes on Income, Continued 
 
 Professional accounting standards require the School to recognize a tax liability only if it is 

more likely than not the tax position would be sustained in a tax examination, with a tax 
examination being presumed to occur.  The amount recognized is the largest amount of tax 
liability that is greater than 50% likely of being realized on examination.  For tax positions 
not meeting the more-likely-than-not test, no tax liability is recorded.  The School has 
examined this issue and has determined that there are no material contingent tax liabilities 
or questionable tax positions.  The tax years ending 2013, 2012, and 2011 are open to audit 
for both federal and state purposes. 

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act that 

altered the manner in which charter schools are funded.  Prior to enactment, charter schools 
received funding in equal monthly installments in the calendar year following the start of 
the academic school year.  As such, the School followed the practice of recognizing at June 
30 of each year a receivable for payments to be made to the School in the subsequent July 
through December time period, which represented amounts due for services rendered.  
Effective July 1, 2013, charter school funding is paid following the State of Indiana fiscal 
year of July to June, which is similar to the School’s academic year.  As part of this 
legislative amendment, the funding owed to the School under prior legislation for the period 
July to December 2013 was eliminated. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as of 
June 30, 2013 on behalf of charter schools.  The School applied for and received repayment 
of its indebtedness under these obligations as of June 30, 2013. 
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 
(2) Legislative Funding Changes, Continued 
 
 The effect of these legislative amendments has been reflected in the accompanying statement 

of activities as a gain due to changes in legislative funding and is comprised of the 
following: 

 
   Repayment of Common School Fund loans .....................................  $1,218,495 
   Repayment of accrued interest on Common School Fund loans .....     199,364 
       1,417,859 
   Elimination of School funding .........................................................    (935,563) 
 
       $   482,296    

 
 
(3) Note Payable 
 
 At June 30, 2013, the School had a $150,000 note payable with Old National Bank to provide 

short-term financing.  The loan required monthly payments of interest only for a period of 
twelve months, followed by twelve monthly payments of principal and interest.  The loan 
was secured by all business assets, guaranteed by certain members of the Board of 
Directors, carried an interest rate of 0.5% below the leader’s prime rate, and matured on 
July 2, 2014.  On July 2, 2014, the note was rewritten under essentially the same terms, 
providing that the balance of the note of $82,292 be repaid in monthly installments of 
$6,981 through July 2015. 

 
 
(4) Leases 
 
 The School leases its building and as well as certain items of office equipment under 

operating leases.  Total expense under operating leases for 2014 and 2013 was $309,855 
and $240,696, respectively. Minimum future rental payments as of June 30, 2014 for all 
operating leases with initial, noncancelable lease terms in excess of one year are as follows: 

 
  Year ending June 30: 
   2015 ....................................................................................................  $319,737 
   2016 ....................................................................................................  44,737 
   2017 ....................................................................................................  19,737 
   2018 ....................................................................................................  9,869 
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 
(5) Retirement Plans 
 
 The School offers retirement benefits for which substantially all full-time employees are 

eligible to participate. Retirement benefits for teaching personnel are provided by the 
Indiana State Teachers’ Retirement Fund (“TRF”), which is a cost-sharing multiple-
employer defined benefit retirement plan governed by the State of Indiana and administered 
by the Indiana Public Retirement System (“INPRS”) Board. Contribution requirements of 
plan members are established by the INPRS Board.  For the years ended June 30, 2014 and 
2013, the School contributed 7.5% of compensation for teaching faculty to TRF.    

 
 The School also offers a 403(b) defined contribution retirement plan provided by the Indiana 

Public Charter Schools Association.  Non-teaching personnel and teachers who opt to not 
participate in TRF are eligible for benefits under the 403(b) plan.  Under the 403(b) plan, 
the School contributes 7% of each employee’s defined compensation. 

 
 For the years ended June 30, 2014 and 2013, retirement plan expense under both plans was 

$111,442 and $133,889, respectively. 
 
 
(6) Refundable Advances 
 
 The School has been awarded grants from the Indiana Department of Education to provide 

educational instruction.  The grants are considered to be exchange transactions.  
Accordingly, revenue is recognized when earned and expenses are recognized as incurred.  
At June 30, 2014 and 2013, the School had refundable grant advances in excess of 
expenditures of $5,468 and $4,080, respectively. 
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 
 (7) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under this 
charter, the School has agreed to pay to Ball State University an annual administrative fee 
equal to 3% of state tuition support.  Expense under this charter agreement was $31,305 
and $26,087 for the years ended June 30, 2014 and 2013, respectively.  The charter remains 
in effect until June 30, 2015, and is renewable thereafter by mutual consent. 

 
 
(8) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in Marion and 

surrounding counties in Indiana, and is subject to the risks of economic and competitive 
forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could significantly 
affect the School.  Additionally, the School is subject to monitoring and audit by state and 
federal agencies.  Those examinations may result in additional liability to be imposed on 
the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014 and 2013, 
substantially all of the accounts receivable balance was due from the State of Indiana.  In 
addition, deposits are maintained at Old National Bank and are insured up to the FDIC 
insurance limit. 

Financial Audit Reports for Each Charter School

Accountability Report 2013-2014 
624



 

-12- 

21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional basis 

in the statement of activities.  Accordingly, certain expenses have been allocated between 
program and management services.  Following is a summary of expenses comprising each 
program and service for the years ended June 30, 2014 and 2013: 

 
                                                          2014                                                
           Program                Management 
            Services                and General    
 
 Salaries and wages ...................................  $1,140,791 387,606  
 Employee benefits ...................................  280,117 92,883 
 Staff development and recruitment .........  48,304 - 
 Professional services ...............................  88,866 124,365 
 Textbooks and educational materials ......         2,894              - 
 Authorizer oversight fee ..........................  - 31,305 
 Academic services ...................................  - 113,659 
 Transportation .........................................  91,064 - 
 Food costs ................................................  127,771 - 
 Equipment rental and expense .................  16,748 - 
 Repairs and maintenance .........................  42,582 - 
 Technology ..............................................  198,451 - 
 Classroom, kitchen and office supplies ...  32,535               10,238 
 Occupancy ...............................................       366,362            - 
 Depreciation ............................................  87,781 - 
 Interest .....................................................  - 4,791 
 Insurance .................................................  - 23,458 
 Other ........................................................      10,779  39,409 
 
      $2,535,045  827,714   
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Notes to Financial Statements 
 
 

(9) Functional Expense Reporting, Continued 
 
                                                          2013                                                
           Program                   Management 
            Services                   and General    
 
 Salaries and wages ...................................  $1,064,592 448,610  
 Employee benefits ...................................  293,041 99,386 
 Staff development and recruitment .........  42,775 - 
 Professional services ...............................  72,953 88,536 
 Textbooks and educational materials ......         3,629              - 
 Authorizer oversight fee ..........................  - 26,087 
 Academic services ...................................  - 117,043 
 Transportation .........................................  95,100 - 
 Food costs ................................................  99,914 - 
 Equipment rental and expense .................  522 - 
 Repairs and maintenance .........................  17,018 - 
 Technology ..............................................  104,275 - 
 Classroom, kitchen and office supplies ...  18,449               10,065 
 Occupancy ...............................................       322,887            - 
 Depreciation ............................................  151,625 - 
 Interest .....................................................  - 54,753 
 Insurance .................................................  - 14,914 
 Other ........................................................      21,819  28,169 
 
      $2,308,599  887,563   
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Pass-Through Total
Federal Entity Federal

Federal Grantor Agency/Pass-Through Entity/ CFDA Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended

U.S. DEPARTMENT OF AGRICULTURE
Pass-through Indiana Department of Education

Child Nutrition Cluster
School Breakfrast Program 10.553 20,695$       
National School Lunch Program 10.555 71,221         

Total for cluster 91,916         

U.S. DEPARTMENT OF EDUCATION
Pass-through Indiana Department of Education

Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 217,379       

Special Education Cluster
Special Education - Grants to States 84.027 14213-543-PN01 86,119         

Improving Teacher Quality State Grants 84.367 18,054         

School Improvement Cluster
School Improvement Grants 84.377 970,068       

Total for federal grantor agency 1,291,620    

Total federal awards expended 1,383,536$  

Year Ended June 30, 2014

21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC.
d/b/a

UNIVERSITY HEIGHTS PREPARATORY ACADEMY

Schedule of Expenditures of Federal Awards
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Notes to the Schedule of Expenditures of Federal Awards 
 

Year Ended June 30, 2014 
 
 

(1) Basis of Presentation 
 
  The accompanying schedule of expenditures of federal awards (the “Schedule”) includes 

the federal grant activity of 21st Century Charter School at Fountain Square, Inc. d/b/a 
University Heights Preparatory Academy (the “School”) under programs of the federal 
government for the year ended June 30, 2014.  The information in this schedule is 
presented in accordance with the requirements of the Office of Management and Budget 
(OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations.  Because the Schedule presents only a selected portion of the operations 
of the School, it is not intended to and does not present the financial position, changes in 
net assets or cash flows of the School. 

 
 
(2) Summary of Significant Accounting Policies 
 
  Expenditures reported on the Schedule are reported on the accrual basis of accounting.  

Such expenditures are recognized following the cost principles contained in OMB 
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of 
expenditures are not allowable or are limited as to reimbursement. 
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INDEPENDENT AUDITOR’S 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 

 
 

The Board of Directors 
21st Century Charter School at Fountain Square, Inc.  
 
We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of 21st Century Charter School at Fountain Square, Inc. d/b/a University 
Heights Preparatory Academy (the “School”), which comprise the statement of financial 
position as of June 30, 2014, and the related statements of activities and cash flows for the year 
then ended, and the related notes to the financial statements, and have issued our report thereon 
dated October 29, 2014. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances 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 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 corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from 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 tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the School’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the 
organization’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
Indianapolis, IN 
October 29, 2014 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB 

CIRCULAR A-133 
 
 

The Board of Directors 
21st Century Charter School at Fountain Square, Inc.  
 
 
Report on Compliance for Each Major Federal Program 
 
We have audited 21st Century Charter School at Fountain Square, Inc. d/b/a University 
Heights Preparatory Academy’s (the “School”) compliance with the types of compliance 
requirements described in the OMB Circular A-133 Compliance Supplement that could have a 
direct and material effect on each of the School’s major federal programs for the year ended 
June 30, 2014. The School’s major federal programs are identified in the summary of auditor’s 
results section of the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the School’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred. An audit includes examining, on a test basis, evidence about the School’s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination of the 
School’s compliance. 
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Opinion on Each Major Federal Program 
 
In our opinion, 21st Century Charter School at Fountain Square, Inc. complied, in all material 
respects, with the types of compliance requirements referred to above that could have a direct 
and material effect on each of its major federal programs for the year ended June 30, 2014. 
 
Report on Internal Control Over Compliance 
 
Management of 21st Century Charter School at Fountain Square, Inc. is responsible for 
establishing and maintaining effective internal control over compliance with the types of 
compliance requirements referred to above. In planning and performing our audit of 
compliance, we considered the School’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to 
determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each major federal program and to test and report on 
internal control over compliance in accordance with OMB Circular A-133, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the School’s internal control 
over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a 
type of compliance requirement of a federal program on a timely basis. A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that material noncompliance 
with a type of compliance requirement of a federal program will not be prevented, or detected 
and corrected, on a timely basis. A significant deficiency in internal control over compliance 
is a deficiency, or a combination of deficiencies, in internal control over compliance with a 
type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those 
charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over compliance that might be material weaknesses or significant deficiencies. We did 
not identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified. 
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The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other 
purpose. 

 
Indianapolis, IN 
October 29, 2014 
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Schedule of Findings and Questioned Costs 
 

 Year Ended June 30, 2014  
 

I.  Summary of Auditor’s Results 
 
 
Financial Statements 
 
Type of auditor’s report issued: Unmodified          
 
Internal control over financial reporting: 
 
 Material weaknesses: None Reported 
     
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
 
Noncompliance noted which is material  
 to financial statements: No 
    
Federal Awards 
 
Internal control over major programs: 
 
 Material weaknesses: None Reported 
    
 Significant deficiencies that are not 

considered to be material weaknesses: None Reported 
    
Type of auditor’s report issued on compliance 
 for major programs: Unmodified 
 
Audit findings disclosed that are required 
 to be reported in accordance with section 
 510(a) of Circular A-133: No 
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Schedule of Findings and Questioned Costs 
 

Year Ended June 30, 2014 
 

I.  Summary of Auditor’s Results, Continued 
 
 
Identification of major programs: 
 
   CFDA Number                                            Name of Federal Program or Cluster 
 
       School Improvement Cluster  
  84.377      School Improvement Grants 

 
Dollar threshold used to distinguish 
 between Type A and Type B programs:     $300,000 
 
Auditee qualified as low-risk auditee: No 
 
 

II.  Financial Statement Findings 
 
 
No matters are reportable. 
 
 

III.  Federal Award Findings and Questioned Costs 
 
 
 

No matters are reportable. 
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21st CENTURY CHARTER SCHOOL AT FOUNTAIN SQUARE, INC. 
d/b/a 

UNIVERSITY HEIGHTS PREPARATORY ACADEMY 
 

Other Reports 
 

Year Ended June 30, 2014  
 
 

The reports presented herein were prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of 21st Century Charter School at Fountain Square, Inc.  
d/b/a University Heights Preparatory Academy  

 
The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform 
Compliance Guidelines Manual for Indiana Charter Schools. 
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CAROUSEL FAMILY SERVICES, INC. 

   d/b/a 

VERITAS ACADEMY 

Financial Statements  

June 30, 2013 and 2012 
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INDEPENDENT AUDITOR’S REPORT 
 
 
The Board of Directors 
Carousel Family Services, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Carousel Family Services, Inc. 
d/b/a/ Veritas Academy, which comprise the statements of financial position as of June 30, 
2013 and 2012, and the related statements of activities and cash flows for the years then ended, 
and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Carousel Family Services, Inc. d/b/a Veritas Academy as of 
June 30, 2013 and 2012, and the changes in its net assets and its cash flows for the years then 
ended in accordance with accounting principles generally accepted in the United States of 
America. 

         
Indianapolis, IN 
February 21, 2014 
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Assets 2013 2012

Current assets:
Cash 69,168$        98,938          
Accounts receivable:

State tuition support -                    320,036        
Grants 3,644            6,106            

Prepaid expense -                    200               
Total current assets 72,812          425,280        

Property and equipment:
Leasehold improvements 11,205          11,205          
Furniture and equipment 30,205          28,072          
Textbooks 31,285          30,355          
Less: accumulated depreciation (35,355)         (18,513)         

Property and equipment, net 37,340          51,119          

 110,152$      476,399        

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 105,296$      139,152
Current portion of long-term debt -                    8,969            
Deferred revenue 7,490            10,569          
Refundable advances 1,469            5,872            

Total current liabilities 114,255        164,562        

Long-term debt -                    31,392          
Total liabilities 114,255        195,954        

Unrestricted net assets (deficiency) (4,103)           280,445        

 110,152$      476,399        

June 30

CAROUSEL FAMILY SERVICES, INC.
d/b/a

VERITAS ACADEMY

Statements of Financial Position
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Revenue and Support 2013 2012

State education support 792,504$      640,120        
Grant revenue 231,546        222,437        
Student fees 32,039          25,172          
Contributions 6,760            9,628            
Other income 5,968            12,385          

Total revenue and support 1,068,817     909,742        

Expenses

Program services:
Educational instruction 799,514        918,757        
Education support 69,190          71,754          

Administrative 211,130        266,479        
Total expenses 1,079,834     1,256,990     

Decrease in net assets before non-operating expense (11,017)         (347,248)       

Non-Operating Expense

Loss due to changes in legislative funding (273,531)       -                    

Decrease in net assets (284,548)       (347,248)       

Net assets, beginning of year 280,445        627,693        

Net assets (deficiency), end of year (4,103)$         280,445        

Year Ended June 30

CAROUSEL FAMILY SERVICES, INC.
d/b/a

VERITAS ACADEMY

Statements of Activities
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Operating Activities 2013 2012

Decrease in net assets (284,548)$     (347,248)       
Adjustments to reconcile change in net assets

to net cash from operating activities:
   Loss due to changes in legislative funding 273,531        -                    

Depreciation 16,842          17,544          
Change in:

Accounts receivable (73,722)         169,556        
Prepaid expense 200               21,830          
Accounts payable and accrued expenses (31,450)         15,659          
Deferred revenue (3,079)           -                    
Refundable advances (4,403)           (18,871)         

Net cash used by operating activities (106,629)       (141,530)       

Investing Activities

Purchases of property and equipment (3,063) (35,881)
Net cash used by investing activities (3,063)           (35,881)         

Financing Activities

Proceeds from Common School Fund loans 91,170          -                    
Repayments on Common School Fund loans (11,248)         (8,969)           

Net cash provided (used) by financing activities 79,922          (8,969)           

Net decrease in cash (29,770)         (186,380)       

Cash, beginning of year 98,938          285,318        

Cash, end of year 69,168$        98,938          

Supplemental disclosures:
Cash payments for interest expense 1,774$          1,884            

Year Ended June 30

CAROUSEL FAMILY SERVICES, INC.
d/b/a

VERITAS ACADEMY

Statements of Cash Flows
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CAROUSEL FAMILY SERVICES, INC. 
d/b/a 

VERITAS ACADEMY 
 

Notes to Financial Statements 
 

June 30, 2013 and 2012 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Carousel Family Services, Inc. d/b/a Veritas Academy (the "School") is a public benefit 

not-for-profit organization incorporated under the laws of the State of Indiana.  The 
School operates a public charter school established under Indiana Code 20-24 and is 
sponsored by Ball State University.   

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

 
 Revenue Recognition 
 
 Revenues generally come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in equal monthly installments in 
January through December following the start of the school year.  Revenue is 
recognized in the year in which the educational services are rendered.   

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amounts of costs 
and expenses at the time they are incurred. 

 
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary.  
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CAROUSEL FAMILY SERVICES, INC. 
d/b/a 

VERITAS ACADEMY 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Taxes on Income 
 
 Carousel Family Services, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the years ended June 
30, 2013 and 2012, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
 Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending 2012, 2011, and 2010 
are open to audit for both federal and state purposes. 

 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Leasehold improvements ............................  15 years 
    Furniture and equipment ............................  3 to 5 years 
    Textbooks ...................................................  4 years  
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CAROUSEL FAMILY SERVICES, INC. 
d/b/a 

VERITAS ACADEMY 
 

Notes to Financial Statements 
 
 

(1) Summary of Significant Accounting Policies, Continued 
 
 Subsequent Events 
 
  The School evaluated subsequent events through February 21, 2014, the date these 

financial statements were available to be issued.  Events occurring through that date 
have been evaluated to determine whether a change in the financial statements or 
related disclosures would be required. 

 
 

(2)  Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in monthly installments in the calendar year following the 
start of the academic school year.  As such, the School followed the practice of 
recognizing at June 30 of each year a receivable for payments to be made to the School 
in the subsequent July through December time period, which represented amounts due 
for services rendered.  Effective July 1, 2013, charter school funding will be paid 
following the State of Indiana fiscal year of July to June, which is similar to the 
School’s academic year.  As part of this legislative amendment, the funding owed to the 
School under prior legislation for the period July to December 2013 will no longer be 
paid. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School has applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
    The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a loss due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans ...................................   $  120,282 
   Repayment of accrued interest on Common School Fund loans ....      2,406 
       122,688 
   Elimination of School funding .......................................................   (396,219) 
 
       $ (273,531) 
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CAROUSEL FAMILY SERVICES, INC. 
d/b/a 

VERITAS ACADEMY 
 

Notes to Financial Statements 
 

  
 (3) Accounts Receivable 
 
 Accounts receivable for state education support as of June 30, 2012 represented amounts 

due relating to the following sources: 
 
    Tuition support ...............................................................................   $ 282,883 
    Special education grant ..................................................................   28,958 
    Prime Time grant ............................................................................         8,195   
 
     $ 320,036 
 
 Tuition support is determined by state law and is dependent upon the geographic location 

of the school and is indexed to the poverty data of the enrolled students and other 
factors.  The payment schedule is likewise determined by state law with tuition support 
payable in equal monthly installments in the calendar year following the start of the 
academic school year.  Effective July 1, 2013, tuition support will be paid in monthly 
installments that coincide with the School’s fiscal year (see Note 2). 

 
 
(4) Long-Term Debt 
 
  Long-term debt at June 30, 2012 represented a loan from the Indiana Common School 

Fund.  A second loan from the Indiana Common School Fund was obtained in 2013. 
These loans required semi-annual payments of principal and interest over periods of 10 
and 20 years with interest at 4% per annum.    In 2013, the outstanding loans and all 
accrued interest were repaid with funding appropriated from the State of Indiana 
general fund (see Note 2). 
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CAROUSEL FAMILY SERVICES, INC. 
d/b/a 

VERITAS ACADEMY 
 

Notes to Financial Statements 
 
 
 (5) Leases 
 
 The School leases its school facility as well as certain items of office equipment under 

operating leases.  The facility lease is renewable annually.  Expense under operating 
leases for the years ended June 30, 2013 and 2012 was $82,221 and $83,423, 
respectively.  Future minimum lease obligations for noncancelable operating leases with 
initial lease terms in excess of one year are as follows: 

 
  Year Ending June 30: 
    2014 ............................................................  $ 7,050 
    2015 ............................................................  3,525 
 
 
 (6) Refundable Advances 
 
 The School has been awarded grants from the Indiana Department of Education to 

provide educational instruction.  The grants are considered to be exchange transactions.  
Accordingly, revenue is recognized when earned and expenses are recognized as 
incurred.  At June 30, 2013 and 2012, the School had refundable grant advances in 
excess of expenditures of $1,469 and $5,872. 

 
 

(7) Retirement Plans 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are multiple-employer defined benefit retirement plans 
governed by the State of Indiana and administered by the Indiana Public Retirement 
System (“INPRS”) Board.  Contribution requirements of plan members are established 
by the INPRS Board.  For the years ended June 30, 2013 and 2012, the School 
contributed 7.5% of compensation for teaching faculty to TRF and 8.75% of 
compensation for other employees to PERF.  Substantially all full-time employees are 
eligible to participate.  Retirement plan expense was $61,405 and $65,580 for the years 
ended June 30, 2013 and 2012, respectively. 
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CAROUSEL FAMILY SERVICES, INC. 
d/b/a 

VERITAS ACADEMY 
 

Notes to Financial Statements 
 
 

(8) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition support.  Expense under this charter 
agreement was $10,815 and $16,983 for the years ended June 30, 2013 and 2012, 
respectively.  The charter remains in effect until June 30, 2018, and is renewable 
thereafter by mutual consent. 

 
 
(9) Risks and Uncertainties 
 
 The School provides educational instruction services to families residing in St. Joseph 

and surrounding counties in Indiana, and is subject to the risks of economic and 
competitive forces at work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2013 and 2012, 
substantially all of the accounts receivable balance was due from the State of Indiana.  
All cash deposits are maintained at 1st Source Bank and are secured by FDIC insurance 
up to the legal limit. 
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CAROUSEL FAMILY SERVICES, INC. 
d/b/a 

VERITAS ACADEMY 
 

Notes to Financial Statements 
 
 

(10) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statement of activities.  Accordingly, certain expenses have been allocated 
among the programs and services benefited.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2013 and 2012: 

 
                                                          2013                                                
                                                                          Educational    Education    Admini-        
                                                                           Instruction       Support      strative  
 

 Salaries and wages .................................  $462,080 43,524 86,033 
 Employee benefits ..................................  98,625 7,390 16,932 
 Professional services ..............................  18,673 2,649 53,566 
 Staff development ..................................  11,578 - 589 
 Authorizer oversight fee ........................  - - 10,815 
 Transportation ........................................  - 337 - 
 Food costs ..............................................  - 6,765 - 
 Property rental ........................................  2,485 3,896 - 
 Classroom, kitchen and 
       office supplies ......................................  25,632 4,629 11,220 
 Occupancy..............................................  163,599 - - 
 Depreciation ...........................................  16,842 - - 
 Interest ...................................................  - - 4,180 
 Insurance ................................................  - - 18,453 
 Other ......................................................             -           -         9,342 
 
                                                  $799,514  69,190 211,130 
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CAROUSEL FAMILY SERVICES, INC. 
d/b/a 

VERITAS ACADEMY 
 

Notes to Financial Statements 
 
 

(11) Functional Expense Reporting Continued 
 
                                                    2012                                                     
                                                                Educational     Education        Admini-        
                                                                  Instruction      Support            strative   
 

 Salaries and wages .................................  $550,597 37,667 109,800 
 Employee benefits ..................................  116,671 5,317 18,915 
 Professional services ..............................  30,287 1,455 62,899 
 Staff development ..................................  21,234 - 575 
 Authorizer oversight fee ........................  - - 16,983 
 Transportation ........................................  - 5,405 - 
 Food costs ..............................................  - 12,549 - 
 Property rental ........................................  4,997 3,457 - 
 Classroom, kitchen and 
       office supplies ......................................  19,117 5,904 6,820 
 Occupancy..............................................  158,310 - - 
 Depreciation ...........................................  17,544 - - 
 Interest ...................................................  - - 1,884 
 Insurance ................................................  - - 37,405 
 Other ......................................................             -           -   11,198 
 
                                                  $918,757  71,754  266,479 
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CAROUSEL FAMILY SERVICES, INC. 
d/b/a 

VERITAS ACADEMY 
 

Other Reports 
 

Year Ended June 30, 2013  
 
 

The report presented herein was prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Carousel Family Services, Inc. d/b/a Veritas Academy 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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INDEPENDENT AUDITOR’S REPORT 
 
 
The Board of Directors 
Indiana Schools of Excellence, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Indiana Schools of Excellence, Inc., 
which comprise the statements of financial position as of June 30, 2014 and 2013, and the related 
statements of activities and cash flows for the years then ended, and the related notes to the 
financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control.  
Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Indiana Schools of Excellence, Inc. as of June 30, 2014 
and 2013, and the changes in its net assets and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

       
  
Indianapolis, IN 
June 3, 2015 
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Assets 2014 2013

Current assets:
Cash 368,451$        155,809          
Receivables:

State education support -                      198,692          
Grants 29,469            332,372          
Other 34,927            7,322              

Prepaid expenses 24,894            4,257              
Total current assets 457,741          698,452          

Property and equipment:
Land 150,000          150,000          
Building and improvements 2,474,601       2,465,865       
Equipment 666,012          589,048          
Furniture and fixtures 115,744          115,744          
Less: accumulated depreciation (1,040,259)      (747,664)         

Property and equipment, net 2,366,098       2,572,993       

 2,823,839$     3,271,445       

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued expenses 388,208$        432,162          
Current portion of long-term debt 129,431          162,211          
Current portion of capital lease obligation -                      5,213              

Total current liabilities 517,639          599,586          

Long-term debt 2,055,335       2,191,103       
Total liabilities 2,572,974       2,790,689       

Unrestricted net assets 250,865          480,756          

2,823,839$     3,271,445       

June 30

INDIANA SCHOOLS OF EXCELLENCE, INC.

Statements of Financial Position
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Revenue and Support 2014 2013

State education support 1,977,399$    2,389,999
Grant revenue 595,432         682,656         
Student fees 35,156           42,478           
Other 1,413             93                  
     Total revenue and support 2,609,400      3,115,226      

Expenses

Program services 2,235,649      2,360,193      
Management and general 603,642         565,132         
     Total expenses 2,839,291      2,925,325      

Change in net assets before non-operating income (229,891)       189,901         

Non-Operating Income

Gain due to changes in legislative funding -                5,798             

Change in net assets (229,891)       195,699         

Net assets, beginning of year 480,756         285,057         

Net assets, end of year 250,865$       480,756         

Year Ended June 30

INDIANA SCHOOLS OF EXCELLENCE, INC.

Statements of Activities
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Operating Activities 2014 2013

Change in net assets (229,891)$     221,377       
Adjustments to reconcile change in net assets

to cash flows from operating activities:
Gain due to changes in legislative funding -                (5,798)          
Depreciation 292,595         292,380       
Change in:

Accounts receivable 473,990         (380,581)      
Prepaid expenses (20,637)         (4,018)          
Accounts payable and accrued expenses (43,954)         (106,957)      

Net cash provided by operating activities 472,103         16,403         

Investing Activities

Acquisition of property and equipment (85,700)         (52,798)        
Net cash used by investing activities (85,700)         (52,798)        

Financing Activities

Principal reduction of capital lease obligation (5,213)           (18,474)        
Principal repayments of long-term indebtedness (168,548)       (154,780)      

Net cash used by financing activities (173,761)       (173,254)      
  
Net increase (decrease) in cash 212,642         (209,649)      

Cash, beginning of year 155,809         365,458       

Cash, end of year 368,451$       155,809       

Supplemental disclosures:
Cash paid for interest expense 118,363$       140,307       

Year Ended June 30

INDIANA SCHOOLS OF EXCELLENCE, INC.

Statements of Cash Flows
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INDIANA SCHOOLS OF EXCELLENCE, INC. 
 

Notes to Financial Statements 
 

June 30, 2014 and 2013 
 
 
(1) Summary of Significant Accounting Policies 
 
 General 
 
 Indiana Schools of Excellence, Inc. (the "School") is a public benefit not-for-profit 

organization incorporated under the laws of the State of Indiana.  The School operates a 
public charter school established under Indiana Code 20-24 and is sponsored by Ball 
State University.  The School has entered into a service agreement with American 
Quality Schools Corporation, an organization incorporated in the State of Illinois, to 
provide curriculum, managerial, administrative, and financial services to the School.   

 
 Accounting Estimates 
 
 The preparation of financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 

  
 Accounts Receivable 
 
 Accounts receivable relate primarily to activities funded under federal grants and 

legislation enacted by the State of Indiana.  The School believes that it is operating in 
compliance with regulatory requirements and as such no allowance for doubtful 
accounts is deemed necessary. 

 
 Revenue Recognition 
 
 Revenues primarily come from resources provided under the Indiana Charter Schools 

Act.  Under the Act, the School receives an amount per student in relation to the 
funding received by other public schools in the same geographic area.  Funding from 
the State of Indiana is based on enrollment, and is paid in monthly installments in July 
through June coinciding with the academic school year.  Revenue is recognized in the 
year in which educational services are rendered.  

 
 A portion of the School’s revenue is the product of cost reimbursement grants.  

Accordingly, the School recognizes revenue under these grants in the amount of costs 
and expenses at the time they are incurred. 
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INDIANA SCHOOLS OF EXCELLENCE, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Property and Equipment 
 
 Purchases of these assets and expenditures that materially increase value or extend useful 

lives are capitalized and are included in the accounts at cost.  Routine maintenance and 
repairs, minor replacement costs, and equipment purchases with a unit cost of less than 
$1,000 are charged to expense as incurred. 

 
 Depreciation is provided over the estimated useful lives of the respective assets using the 

straight-line method.   The estimated useful lives generally are as follows: 
 
    Building and improvements ............................  10 to 15 years 
    Equipment .......................................................  5 to 7 years 
    Furniture and fixtures ......................................  7 years 
 
 Taxes on Income 
 
 Indiana Schools of Excellence, Inc. has received a determination from the U.S. Treasury 

Department stating that it qualifies under the provisions of Section 501(c)(3) of the 
Internal Revenue Code as a tax-exempt organization; however, the School would be 
subject to tax on income unrelated to its tax-exempt purpose.  For the years ended June 
30, 2014 and 2013, no accounting for federal and state income taxes was required to be 
included in the accompanying financial statements. 

 
  Professional accounting standards require the School to recognize a tax liability only if it 

is more likely than not the tax position would be sustained in a tax examination, with a 
tax examination being presumed to occur.  The amount recognized is the largest amount 
of tax liability that is greater than 50% likely of being realized on examination.  For tax 
positions not meeting the more-likely-than-not test, no tax liability is recorded.  The 
School has examined this issue and has determined that there are no material contingent 
tax liabilities or questionable tax positions.  The tax years ending after 2011 are open to 
audit for both federal and state purposes. 
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INDIANA SCHOOLS OF EXCELLENCE, INC. 
 

Notes to Financial Statements 
 

 
(1) Summary of Significant Accounting Policies, Continued 
 
 Subsequent Events 
 
 The School evaluated subsequent events through June 3, 2015, the date these financial 

statements were available to be issued.  Events occurring through that date have been 
evaluated to determine whether a change in the financial statements or related 
disclosures would be required. 

 
 
(2) Legislative Funding Changes 
 
 In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act 

that altered the manner in which charter schools are funded.  Prior to enactment, charter 
schools received funding in the calendar year following the start of the academic school 
year.  As such, the School followed the practice of recognizing at June 30 of each year a 
receivable for payments to be made to the School in the subsequent July through 
December time period, which represented amounts due for services rendered.  Effective 
July 1, 2013, charter school funding is paid following the State of Indiana fiscal year of 
July to June, which is similar to the School’s academic year.  As part of this legislative 
amendment, the funding owed to the School under prior legislation for the period July 
to December 2013 was eliminated. 

 
 In the same session, the Indiana legislature appropriated funding from the Indiana general 

fund to repay Indiana Common School Fund loans and accrued interest outstanding as 
of June 30, 2013 on behalf of charter schools.  The School applied for and received 
repayment of its indebtedness under these obligations as of June 30, 2013. 

 
 The effect of these legislative amendments has been reflected in the accompanying 

statement of activities as a gain due to changes in legislative funding and is comprised 
of the following: 

 
   Repayment of Common School Fund loans .....................................  $1,096,170 
   Repayment of accrued interest on Common School Fund loans .....      104,627 
       1,200,797 
   Elimination of School funding .........................................................  (1,194,999 ) 
 
       $       5,798    
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INDIANA SCHOOLS OF EXCELLENCE, INC. 
 

Notes to Financial Statements 
 

 
(3) Long-Term Debt 
 
 Long-term debt at June 30, 2014 and 2013 consisted of the following: 
 
                                                                                                      2014                2013 
  Note payable to United Bank, payable $6,774 
   monthly, including interest at 3% per annum, 
    maturing April 2018, secured by all  
    business assets ........................................................  $   500,924  565,880 
                                                                                                       
  Note payable to IFF, payable $5,661 monthly, 
   including interest at 5% per annum, 
    maturing December 2014, secured by 
    furniture, fixtures and equipment ...........................  27,956  97,980 
                                                                                                       
  Note payable to Charter School Development 
   Corporation, payable $3,835 monthly, 
   including interest at 7.5% per annum, maturing 
    April 2018, secured by real estate ..........................  155,886  189,454 
     
  Note payable to IFF, interest only payable monthly 
   at 6.5% per annum, maturing May 2018, 
    secured by real estate ..............................................  1,500,000  1,500,000 
     
  Total long-term debt .....................................................  2,184,766  2,353,314 
 
  Less:  current portion  (129,431)     (162,211)

  
     $2,055,335 2,191,103 
 
 Principal maturities of long-term debt are scheduled as follows: 
 
   Year Ending June 30: 
     2015 ................................................................. $   129,431   
     2016 ..................................................................     107,085   
     2017 ..................................................................     112,264 
     2018 ..................................................................  1,835,986  
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INDIANA SCHOOLS OF EXCELLENCE, INC. 
 

Notes to Financial Statements 
 

 
(4) Leases 
 
 The School leased computer equipment under a capital lease.  At June 30, 2014, the cost 

and accumulated depreciation relating to these assets were $165,653 and $151,613 
($165,653 and $118,483 in 2013).  The lease term ended in 2014, and the School 
retained the equipment. 

 
 The School also leases one item of office equipment under an operating lease.  For the 

year ended June 30, 2014, rent expense under this lease was $4,980.  Future minimum 
lease obligations under non-cancellable operating leases with an initial lease term in 
excess of one year are as follows: 

 
   Year Ending June 30: 
     2015 ..................................................................... $ 4,980 
     2016 .....................................................................  4,980 
     2017 .....................................................................  1,245 
 
 
(5) Retirement Plan 
 
 Retirement benefits for school employees are provided by the Indiana State Teachers’ 

Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund 
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement 
plans governed by the State of Indiana and administered by the Indiana Public 
Retirement System (“INPRS”) Board.  INPRS acts as a common administrative and 
investment agent for units of state and local government in Indiana.  Contribution 
requirements are determined by the INPRS Board.  The School contributed 7.5% of 
compensation for teaching faculty to TRF.  Contributions to PERF of non-teaching 
personnel were 7.25% of compensation through December 31, 2013 and 8.75% 
thereafter.  Substantially all full-time employees are eligible to participate.    Retirement 
plan expense was $89,839 and $88,622 for the years ended June 30, 2014 and 2013, 
respectively. 
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INDIANA SCHOOLS OF EXCELLENCE, INC. 
 

Notes to Financial Statements 
 
 
(6) Commitments 
 
 The School operates under a charter granted by Ball State University.  As the sponsoring 

organization, Ball State University exercises certain oversight responsibilities.  Under 
this charter, the School has agreed to pay to Ball State University an annual 
administrative fee equal to 3% of state tuition payments received.  The charter remains 
in effect until June 30, 2017, and is renewable thereafter by mutual consent.  Payments 
under this agreement for the years ended June 30, 2014 and 2013 were $41,464 and 
$30,014, respectively. 

 
 The School contracted with American Quality Schools Corporation, a not-for-profit 

organization incorporated in the State of Illinois, to provide management, 
administrative and educational programming services.  Under the terms of the 
agreement, the School agreed to pay an amount equal to 6% of revenues, as defined, for 
such services.  The contract commenced January 1, 2008 and expired June 30, 2014.  
The School did not renew the contract upon expiration.  Management fee expense under 
this contract was $124,592 and $80,197 for the years ended June 30, 2014 and 2013.   

 
 
(7) Risks and Uncertainties 
 
 The School provides education services to families residing in St. Joseph and surrounding 

counties in Indiana, and is subject to the risks of economic and competitive forces at 
work within this geographic area. 

 
 The majority of revenues relate to legislation enacted by the State of Indiana and grants 

awarded under federal programs.  Changes in state or federal legislation could 
significantly affect the School.  Additionally, the School is subject to monitoring and 
audit by state and federal agencies.  Those examinations may result in additional 
liability to be imposed on the School. 

 
 Financial instruments that potentially subject the School to concentrations of credit risk 

consist principally of receivables from the State of Indiana.  At June 30, 2014, 
substantially all of the accounts receivable balance was due from the State of Indiana.  
In addition, deposits are maintained at Notre Dame Federal Credit Union and frequently 
exceed the FDIC insurance limit.   
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INDIANA SCHOOLS OF EXCELLENCE, INC. 
 

Notes to Financial Statements 
 

 
(8) Accounting Correction 
 
 In 2014, the School discovered that grant revenues from 2011 received by American 

Quality Schools Corporation on the School’s behalf had not been remitted.  A 
receivable relating to this revenue was removed from the accounting records in error.  
The School corrected this error in accounting by restating previously issued financial 
statements.  Net assets as of July 1, 2012 and subsequent periods have been increased 
by $25,678 to reflect this correction. 

 
 
(9) Functional Expense Reporting 
 
 The costs of providing the educational activities have been summarized on a functional 

basis in the statements of activities.  Accordingly, certain expenses have been allocated 
between program and management services.  Following is a summary of expenses 
comprising each program and service for the years ended June 30, 2014 and 2013: 

 
                                                      2014                                                                          
           Program               Management 

          Services               and General    
 
 Salaries and wages ...................................  $1,159,758 146,143  
 Employee benefits ...................................  279,237 42,491 
 Staff development and recruitment .........  7,300 - 
 Depreciation ............................................  292,595 - 
 Food service expense ...............................  111,556 - 
 Insurance .................................................  - 14,936 
 Interest .....................................................  - 118,363 
 Miscellaneous ..........................................  80 41,307 
 Occupancy ...............................................  45,978 - 
 Professional fees ......................................  214,573 205,721 
 Repairs and maintenance .........................        20,414                - 
 Supplies ...................................................  30,052 31,054 
 Technology ..............................................  59,972 840 
 Travel .......................................................      14,134      2,787 
 
      $2,235,649             603,642   
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INDIANA SCHOOLS OF EXCELLENCE, INC. 
 

Notes to Financial Statements 
 

 
(9) Functional Expense Reporting, Continued 
 
                                                      2013                                                                          
           Program               Management 

          Services               and General    
 
 Salaries and wages ...................................  $1,291,596 144,368  
 Employee benefits ...................................  280,644 41,017 
 Staff development and recruitment .........  6,446 - 
 Depreciation ............................................  292,380 - 
 Equipment ...............................................  22,045 - 
 Food service expense ...............................  99,568 - 
 Insurance .................................................  - 7,781 
 Interest .....................................................  - 170,902 
 Miscellaneous ..........................................  - 19,277 
 Occupancy ...............................................  28,617 - 
 Professional fees ......................................  212,967 155,761 
 Repairs and maintenance .........................        11,288                - 
 Supplies ...................................................  55,035 21,270 
 Technology ..............................................  53,742 840 
 Travel .......................................................         5,865     3,916 
 
      $2,360,193   565,132   
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INDIANA SCHOOLS OF EXCELLENCE, INC. 
 

Other Reports 
 

Year Ended June 30, 2014 
 
 

The report presented herein was prepared in addition to another official report prepared for 
the School as listed below: 
 

Supplemental Audit Report of Indiana Schools of Excellence, Inc. 
 

The Supplemental Audit Report contains the results of compliance testing required by the 
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools 
Performed by Private Examiners pertaining to matters addressed in its Accounting and 
Uniform Compliance Guidelines Manual for Indiana Charter Schools. 
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