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INDEPENDENT AUDITOR’'S REPORT

Board of Directors
213t Century Charter Schaool @ Gary, Inc.
Gaty, Indiana

Report on the Financial Statements -

We have audited the accompanying financial statements of 21st Century Charter School @ Gary, Ihc. (the
Schoal), which comprise the statements of financial position as of June 30, 2017 and 2016, and the related
statements of activities and cash flows for the years then ended, and the related notes io 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 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 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 apinion on the effactiveness of the entity's infernal
control. Accardingly, 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.

Wea believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

{Continued)




Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of 21st Century Charter School @ Gary, Inc. as of June 30, 2017 and 2018, 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 Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
schedule of expenditures of federal awards as required by Title 2 U.S. Code of Federal Regulations (CFR)
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards is presented for the purpose of additicnal 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 fo prepare the financial statements. The information
has been subjected fo the auditing procedures applied in the audit of the financial statements and certain
other procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used fo prepare the financial statements or to the financial statements
themselves, and other additichal 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 January 31,
2018, on our consideration of the 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 the School's internal control over financial reporting and

Oowe Houveth LLP

Crowe-Horwath LLP .

Indianapolis. Indiana
January 31, 2018




218T CENTURY CHARTER SCHOOL @ GARY, INC.
STATEMENTS OF FINANCIAL POSITION

June 30, 2017 and 2016

ASSETS
Cash and cash equivalents
Restricted cash
Grants and accounts receivable
Prepaid expenses
Due from related parties (Note 4)
Property and equipment, net (Note 2)

Total assets

LIABILITIES AND NET ASSETS
Accounts payable and accrued expenses
Due to related parties (Note 4)
Bonds and notes payable (Note 3)
Total liabilities

NET ASSETS
Unrestricted
Total net assets

Total liabilities and net assets

2017 2016

$ 984,734 $ 542,186
1,447,749 1,418,352
362,720 417,963
67,903 53,806
78,538 75,887
11,125.339 11,494,456

$ 14,066,983 § 14,003,650
$ 860,921 § 752,090
41,564 19,642
13,260,430 13,454,565
14,162,945 14,266,197
(95,962) (262 547)
(95,962) (262.547)

$ 14066983 $ 14,003,650

See accompanying notes to financial statements.




218T CENTURY CHARTER SCHOOL @ GARY, INC.

STATEMENTS OF ACTIVITIES
Years ended June 30, 2017 and 2016

- Public support and revenues

Federal grants

State and local grants

Education supporting services

Rental income

Loss an disposal of equipment
Total revenue and support

Expenses
Federal grant funded program activities
State and local grant funded program activities
School operations and building services
Education supporting services
Administrative
Total expenses

Change in net assels
Net assets at beginning of year

Net assets, end of year

2017 2016
$ 1267356 $ 1,500,022
8,004,763 6,387,274
16,921 149,511
75,000 300,000
(1,624) -
9,362,416 8,336,807
1,267,356 1,508,919
4,984,300 4,373,489
2,408,188 2,624,374
. 532,459 616,586
5528 10,884
9,195,831 9,134,252
166,585 (797,445)
(262,547) 534,808
$  (95962) §$  (262,547)

See accompanying notes to financial statements.




21ST CENTURY CHARTER SCHOOL @ GARY, INC.
STATEMENTS OF CASH FLOWS
Years ended June 30, 2017 and 2016

2017 2016
Cash flows from operating activities '
Change in net assets 3 166,585 §  (797,445)
Adjustments to reconcile change in net assets to net cash
from operating activities:

Depreciation and amortization 592,777 ) 707,739
Loss on disposal of property and equipment ‘ 1,624 -
Change in assets and liabilities: : .
Grants and accounts receivable 28,014 (185,290)
Prepaid expenses (14,097) {5,260}
Due toffrom related parties 41,780 3,211
Accounts payable and accrued other expenses 73.681 1,253
Net cash from operating activities 890,364 (275,792)
Cash flows from investing activities
Purchases of property and equipment {169,419) {189,868)
Proceeds (deposits) to restricted cash {28,397) 3,918
Net cash from investing aclivities : (197,816) {185,950)
Cash flows from financing activities
Proceeds fraom issuance of note payable - 900,000
Principal payments on bonds and notes payable - (250,000) {190.000)
Net cash used by financing activities (250,000) 710,000
Net change in cash and cash equivalents 442 548 248,258
Cash and cash equivalents, beginning of year 542 186 283,928
Cash and cash equivalents, end of year $ 984,734 § 542,186
Supplemental disclosure of cash flow information ‘ .
Cash paid during the year for interest $ 813,807 § 822,338

See accompanying notes to financial statements.




218T CENTURY CHARTER SCHOOL @ GARY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2017 and 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Organization: 21st Century Charter School @ Gary. Inc. {the School) is a nonprofit
corporation established to operate a charter school. The School is dedicated to ensure that all students
show growth in character, academics, life skills, the arts, and wellnass using teaching skills tailored to mest
the needs of each student,

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 consolidated into the Greater
Education Opportunities Foundation (GEOF}) financial statements due to economic control,

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 amaunt 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 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 dccrued for interest and penalties at June 30, 2017 and
2018.

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
revenuse 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. Bank bhalances may periodically exceed FDIC insured limits. 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.

Restricted Cash: Restricted cash consists of funds held in trust accounts for capital expenditures and debt
service resefves.

Grants Raceivable: Grants receivable balances consist of amounts billed or billable for services provided
or contracted. The School does not accrue interest on any of its grants receivables.

Allowances: Na allowance for doubtful accounts is recorded as of June, 30, 2017 and 2016. The allowances
are hased 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 receivabies to be fully collectible.

(Continued) -




218T CENTURY CHARTER SCHOOL @ GARY, INC,
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2017 and 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment: Expenditures for property and equipment and items in excess of $50C which
substantially increase the usefui 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:

Buildings and improvements 39 years
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, 2017 and 2016, management believes that no impairment
exists. ‘

Fair Value of Financial Instruments: Cash and cash equivalents and accounts payable approximate fair
value because of the short maturity of these instruments. Grants receivable are not readily marketable. The
School has estimated their fair value to be the carrying value. The carrying value of all the School’s financial
instruments, approximate fair value, except for bonds and notes payable. The fair value of the School's
bonds and notes payable is estimated based on quoted market prices for the same or similar issues.

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
suppott 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, 2017 and 2018.

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, 2017 and
2016. :

Federal and State Grants: Support funded by grants is recognized as the School performs the contracted
services under various grant agreements. Grant revenue is fypically 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. This includes the School's basic grant support from the State
which is based on per-pupil funding. Grant expenditures are subject to audit and acceptance by the granting
agency and, as a result of such audit, adjustments could be required.

{Continued)




21ST CENTURY CHARTER SCHOOL @ GARY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2017 and 2016

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. Total program expenses were $7,243,341 and $7,085,255, respectively, for the years sndad
June 30, 2017 and 2016. Total management and general expenses were $1,852,490 and $2,048,997,
respectlvety, for the years ended June 30, 2017 and 2016. The School did-not incur any fundralsmg
expenses during either year,

Advertising: The School expenses advertising costs as incurred. During 2017 and 20186, expenses fotaling
$34,098 and $34,712 were incurred for advertising.

Reclassifications: Certain reclassifications have been made fo present last year’s financial statements on
a basis comparable to the current year's financial statements. These reclassifications had no effect on the
change in net assets or total net assets. :

Subsequent Events: Management has performed an analysis of the activities and transactions subsequent
to June 30, 2017, to determine the need for any adjustments or disclosures to the financial statements for
the year ended June 30, 2017. Management has performed their analysis through January 31, 2018, the
date the financial statements were issued.

NOTE 2 - PROPERTY AND EQUIPMENT

At June 30, the carrying value of land, buildings and building improvements, and equipment, consists of the
following:

2017 2016
Land $ 296,500 § 298,500
Building and building improvements : 11,489,669 11,435,193
Equipment 2,466,422 2,567,335
14,252,591 14,299,028
Less: accumulated depreciation (3,127.252) {2,804,572)

$ 11125339 & 11494456

Depreciation expense for the years ended June 30, 2017 and 2016 were $538,912 and $643,625,
respectively,

{Continued)




218T CENTURY CHARTER SCHOOL @ GARY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2017 and 2016

NOTE 3 ~ BONDS AND NOTES PAYABLE

Bonds and notes payable consisted of the following at June 30:

[
o
=
]
[
[
ey
[o2]

Series 2013A bonds payable, maturing in March 2033,
including interest computed at 6%, secured by Real Estate
Mortgage, Security Agreement, Assignment of Leases and
Rents and Fixture Filing, and Trust Accounts and interest in
the Project, as defined in the Loan Agreement dated
February 1, 2013. Principal payments begin on February 28,
2018, $ 5,625,000  § 5,525,000

Series 2013A bonds payable, maturing in March 2043,
including interest computed at 6.25%, secured by Real Estate
Mortgage, Security Agreement, Assignment of Leases and
Rents and Fixture Filing, and Trust Accounts and interest in
the Project, as defined in the Loan Agreement dated
February 1, 2013. Principal payments begin on February 28,
2034, . 7,355,000 7,355,000
Series 2013B bonds payable, maturing in March 2018,
including interest computed at 7%, secured by Real Estate
Mortgage, Security Agreement, Assignment of Leases and
Rents and Fixture Filing, and Trust Accounts and interest in
the Project, as defined in the Loan Agreement dated
February 1, 2013. 50,000 255,000

Note payable to State of indiana Treasurer to support charter
schoo!l operations, payable in semi-annual installments of
$45,000, plus interest computed at 1.00%, through maturity in

July 2026. 855,000 900.000
L 13,785,000 14,035,000
Bond issuance cost, net of accumulated amortization (524,570) {580,435)
Total bonds and notes payable ‘ $13,260,430 $13,454,665
The estimated future principal payments due on long term debt are: |

2018 $ 305,000

2019 320,000

2020 335,000

2021 350,000

2022 365,000

Thereafter 12,110,000

8§ 13,785,000

Total interest expense during the years ended June 30, 2017 and 2016 were $813,029 and $822,651,
respectively. The School has financial and nonfinancial covenants associated with the debt obligations. At
June 30, 2017 and 20186, the School was hot in compliance with certain covenants. The School obtained a
waiver from the bondholder through June 30, 2018.

{Continued)




218T CENTURY CHARTER SCHOOL @ GARY, INC.
NOTES TO FINANCIAL STATEMENTS
Years ended June 30, 2017 and 2016

NOTE 4 - RELATED PARTY TRANSACTIONS

The School has a management agreement with the Greater Educational Opportunities Foundation {GEOF).
Under the management agreement, GEOF charges administrative and per student fees in exchange for
the management, operation, administration, (T suppott, payroll and accounting services provided. During
the years ended June 30, 2017 and 2018, the School paid GEOF fees of $532,459 and $495,169,
respectively. As part of the management services provided, GEOF acts as the payor of cerfain 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, 2017 and 2018, the School has a
payable to GEOF for $41,594 and $19,542, respectively, for various transactions and a receivable from
GEOF in the amount of $78,538 and $75,887, respectively, for overpayment of administrative fees,

The School leased space to Gary Middle College, Inc. through September 30, 2016 until Gary Middle
College, Inc. relocated to a different facility. Rent income totaled $75,000 and $300,000 for the years ended
June 30, 2017 and 2016.

" 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 suppaort, along with other
licensing fees. Payments under this charter agreement were $136,689 and $110,938 for the years ended
June 30, 2017 and 20186, respectively.

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 years ended June 30, 2017 and 2016.

The School participates in the Indiana Public Retirement System (INPRS). INPRS includes both the Public
Employees' Retirement Fund (PERF) and the Teachers' Retirement Fund (TRF). PERF s a defined benefit
pension plan. PERF is a cost sharing multi-employer public employes retirement system, which provides
retirement benefits to plan members and beneficiaries. The contribution requirements of the plan members
for PERF are established by the Board of Trustees of INPRS. TRF is a defined benefit pension plan. TRF
is a cost-sharing multi-employer public employee retirement system, which provides retirement benefits to
plan members and beneficiaries, The Schoal employees are required to contribute three percent of their
annual covered salary. The School is required to contribute an actuarially determined rate determined
annually for PERF and TRF. The School's expense for the years ended June 30, 2017 and 2016 was
$301,534 and $245,292, respectively.

10.
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218T CENTURY CHARTER SCHOOL @ GARY, INC,
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2017

Federal Grantor/Pass-Through Grantor/
Program Title

U.S. Department or Education
Passed through the Indiana Department of Education
Title |, Part A
Title 1 Grants to Local Educational Agencies
Title | Grants to Local Educational Agencies
Total for Title | Grants to Local Educational Agencies

Special Education Grants to Stales
Suppaorting Effective Instruction State Grants
Supporting Effective Instruction State Grants
Total for Supporting Effective Instruction State Grants

Total expenditures of federal awards

CFDA  Pass Through  Total Federal
Number Number Expenditures
84.010 FY 2015-2016 § 89
84.010 FY 2016-2017 1.079.165
1,079,254

84.027  FY 2016-2017 147,242
84.367 FY 2015-2016 9,860
84.367 FY 2018-2017 31,000
' 40,860

$ 1,267,356

See accompanying note to the Schedule of Expenditures of Federal Awards.

11.




215T CENTURY CHARTER SCHOOL @ GARY, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2017

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the federal award
‘activity of the School under programs of the federal government for the year ended June 30, 2017. The
information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). 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.

Expenditures reported on the Schedule are reported an the accrual basis of accounting. Such expenditures
are recognized fellowing the cost principles contained in the Uniform Guidance, wherein certain types of
expenditures are not allowable or are limited as to reimbursement. The School has elected not to use the
10-percent de minimis indirect cost rate as allowed under the Uniform Guidance.

Such expenditures are recognized following, as applicable, sither the cost principles in OMB Circular A-
122, Cost Principles for Non-Profit Organizations or the cost principles contained in Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Adminisirative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, wherein certain types of expenditures are not allowable or are limited
as to reimbursement,

12,




. Crowe Horwath.

Crowe Horwath LLP

Endependent Member Crowe Horwath [atemational

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

Board of Directors
21st Century Charter School @ Gary, Inc.
Gary, Indiana

We have audited, 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, the financial statements of 21st Century Charter School @
Gary, Inc. {the Schoaol), which comprise the statement of financial position as of June 30, 2017, and the
related statement 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 January 31, 2018.

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 apinion 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 aflow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements an 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 enfity'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 fo 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.

{Continued)
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreaments, 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 purpase of this report is solely 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 the effectiveness
of the entity's internal controf or on compliance. This repart is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity's internal control and compliance,
Accordingly, this communication is not suitable fer any other purpose.

Crowe Horwath LLP

Indianapolis. Indiana
January 31, 2018
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Crowe Horwath.
) Crowe Horwath LLP
Independent Member Crowe Horwath Intemational

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Board of Directors
21st Century Charter School @ Gary, Inc.
Gary, Indiana

Report on Compliance for Each Major Federal Program

We have audited 21st Century Charter School @ Gary, Inc.'s (the School) compliance with the types of
compliance requirements described in the OMB Uniform Guidance that could have a direct and material
effect on the School's major federal program for the year ended June 30, 2017. The School's major federal
program is identified in the summary of auditors’ results section of the accompanying schedule of findings
and questioned costs.

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.

- Auditors' Responsibility

Our responsibility is to express an opinion on compliance for the School's major federal program 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 Comptrolier
General of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance 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 the 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, the School complied, in all material respects, with the types of compliance requirements

referred to above that could have a direct and material effect on its major federal program for the year
ended June 30, 2017.

(Continued)
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Report on Internal Control Over Comgpliance

Management of the 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 the major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for the major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal confrol over compliance. Accordingly, we do not express an opinion on the
effectiveness of the School's internal control over compliance. .

A deficiency in infemal 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 controf 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.

Qur 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

af internal confrol over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

Crowe Horwath LLP

Indianapolis, Indiana
January 31, 2018
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218T CENTURY CHARTER SCHOOL @ GARY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2017 '

Section 1 — Summary of Auditor’s Results

Financial Statements

Type of report the audit issued on whether the

Financial statements audited were prepared

In accordance with GAAP: Unmodified

internal control over financial reporting:

Material weakness{es) identified? Yes X Ne

Significant deficiencies identified not .
considered to be material weaknesses? Yes X None reported

Noncompliance material to financial statements noted? Yes X No
Federal Awards

[nternal control over major federal programs:

Material weakness{es) identified? Yes X__No

Significant deficiency(ies) identified? Yes X None reported
Type of auditor's repart issued on campliance for
major federal programs: . Unmaodified

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)? Yes X No

ldentification of major federal programs:

CEDA Number(s) Name of Federal Program or Cluster

84.010 Title | Grants to Local Educationat Agencies

Bollar threshold used to distinguish between Type A and Type B programs: $ 750,000
Auditee qualified as low-risk auditee? X Yes No

Section [l — Financial Statement Findings

None.

Section Il - Federal Award Findings and Questioned Costs

None.
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218T CENTURY CHARTER SCHOOL @ GARY, INC,
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2017

None reported.
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218T CENTURY CHARTER SCHQOL @ GARY, INC.
OTHER REPORT
June 30, 2017

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

Indiana State Board of Accounts Compliance Rehoﬁ of 21st Century Charter School @ Gary. 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
addressing is Accounting and Uniform Compliance Guidelines Manual for Indiana Charter Schools.
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INDIANA STATE BOARD OF ACCOUNTS
COMPLIANCE REPORT OF
215TCENTURY CHARTER SCHOOL @ GARY, INC.

LAKE COUNTY, INDIANA
July 1, 2016 to June 30, 2017
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Crowe Horwath LLP
Independant Member Crowe Horwath Intemational

INDEPENDENT ACCOUNTANTS REPORT ON COMPLIANCE
WITH GUIDELINES FOR THE AUDITS OF CHARTER
SCHOOLS PERFORMED BY PRIVATE EXAMINERS

Board of Directors
21% Century Charter School @ Gary, Inc.
Gary, Indiana

We have audited the financial statements of 21 Century Charter School @ Gary, Inc. (“School’) as of and
for the year ended June 30, 2017, and have issued our report thereon, dated January 31, 2018.

In connection with that audit and with our consideration of School's internal control as required by the
Guidelines for the Audits of Charter Schools Performed by Private Examiners ("Guide®), issued by the
indiana State Board of Accounts, we performed procedures prescribed under the Guide for the year ended
June 30, 2017.

As required by the Guide, we performed procedures to test compliance with the requirements that are
applicable to the School. Our procedures were substantially narrower in scope than an audit, the objective
of which is the expression of an opinion on the School's compliance with these requirements. Accordingly,
we do not express such an opinion.

The results of our tests disclosed an instance of noncampliance with those requirements, which is described
in the accompanying Schedule of Findings as item 17-001.

The purpose of this report is solely to describe the scope of our testing over compliance with the
requirements prescribed under the Guide and the results of that testing, and not to provide a legal
determination of compliance with those requirements. Accordingly, this report is not suitable for any other
purpose.

The School's response to the finding identified is described in the accompanying Schedule of Findings.
The School's response was not subjected to the procedures applied and, accordingly, we express no
opinion on it, ‘

Crowe Horwath LLP

Indianapolis, Indiana
January 31, 2018




215T CENTURY CHARTER SCHOOL @ GARY, INC.
LAKE COUNTY
AUDIT RESULTS AND COMMENTS

FINDING 17-001: CREDIT CARDS

Criteria: Part 10 of the Indiana Charter School Manual states in patt, "“Payment shall not be made on the
basis of a staternent or a credit card slip only. Procedures for payments shall be no different than for any
other claim. Supporting documents such as paid bills and receipts must be available. Additionally, any
interest or penalty incurred due to late filing or furnishing of documentation by an officer or employee shall
be the responsibility of that officer or employee.” :

Condition: During our testing of travel expenditures, it was noted that for multiple transactions, in our
review of two months' of credit card statements, the Schoo! did not maintain a copy of a receipt to support
the expenditure. These transactions related to one card-holder.

Recommendation: We recommend the School issue, and retain copies of, recaipts at the time of the
transaction for all receipts of funds. All receipts should be reviewed and acknowledged by signature of the
Treasurer, or equivalent.

Management Response: The School has reviewed the credit card receipts issue, and has found that all
of the expenses aligned properly with the line items detailed on the credit card statement, and no funds are
unaccounted for or have been improperly spent. However, the school recognizes the need for better
record-keeping in this area, and will review its recsipt policy and will ensure that a better job is done
maintaining receipts and recards in the future.




215T CENTURY CHARTER SCHOOL @ GARY, INC.
LAKE COUNTY
EXIT CONFERENCE

The contents of this report were discussed on November 30, 2017, with Dana Johnson Teasley, Treasurer.
The Official Response has been made a part of this report and may be found immediately following the

finding on page 3.
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Dono CPAs

Independent Auditors’ Report

The Board of Directors
Central Indiana Military Academy, Inc.

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, 2017 and 2016, and the related statements of activities and change in net assets, functional
expenses, 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.

Auditors’ 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 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.

www.cpadonovan.com
Westside Office | 5151 E. US Hwy 36, Avon, IN 46123 | 317.745.6411
Northside Office | 9292 N. Meridian Street, Suite 150, Indianapolis, IN 46260 | 317.844.8300



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. d/b/a Anderson Preparatory Academy as
of June 30, 2017 and 2016, and the changes in its net assets, its functional expenses, and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

DONOVAN

g;*\t oV anS

September 22, 2017
Indianapolis, Indiana



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

STATEMENTS OF FINANCIAL POSITION

CURRENT ASSETS
Cash
Grants receivable
Prepaid expenses

Total current assets

PROPERTY AND EQUIPMENT
Land
Buildings and improvements
Furniture and equipment
Textbooks
Vehicles
Less: accumulated depreciation

Property and equipment, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Current portion of notes payable
Current portion of capital lease obligations
Accounts payable and accrued expenses
Refundable advances

Total current liabilities

LONG-TERM LIABILITIES
Notes payable, net of current portion
Capital lease obligations, net of current portion

Total long-term liabilities

Total liabilities

NET ASSETS
Unrestricted
Temporarily restricted

Total net assets

TOTAL LIABILITIES AND NET ASSETS

June 30, 2017 and 2016

ASSETS

2017 2016
$ 699209 $ 719,964
47,326 -
47,426 43,837
793,961 763,801
320,000 320,000
3,143,177 3,012,555
2,108,669 1,476,034
143,963 143,963
41,750 41,750
(2,105,831) (1,749,104)
3,651,728 3,245,198
$ 4445689  $ 4,008,999
$ 142443 $ 135628
82,308 59,950
334,047 295,555
3,046 19,485
561,844 510,618
1,549,318 1,691,781
226,416 119,886
1,775,734 1,811,667
2,337,578 2,322,285
2,026,194 1,595,915
81,917 90,799
2,108,111 1,686,714
$ 4445689  $ 4,008,999

See independent auditors' report and accompanying notes to the financial statements
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REVENUE AND SUPPORT
State education support
Grant revenue
Student fees
Contributions
In-kind contributions
Fundraising and other income
Net assets released from restrictions

Total revenue and support
EXPENSES
Program services
Management and general

Total expenses

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

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

STATEMENTS OF ACTIVITIES AND CHANGE IN NET ASSETS
For the Years Ended June 30, 2017 and 2016

2017 2016
Temporarily Temporarily
Unrestricted Restricted Total Unrestricted Restricted Total
$ 5,461,128 $ - $ 5,461,128 $ 5,456,238 $ - 5,456,238
1,222,702 - 1,222,702 1,091,099 - 1,091,099
128,035 72,877 200,912 135,445 80,149 215,594
33,319 - 33,319 17,369 - 17,369
280,703 - 280,703 30,500 - 30,500
137,615 108,995 246,610 146,313 102,711 249,024
190,754 (190,754) - 182,243 (182,243) -
7,454,256 (8,882) 7,445,374 7,059,207 617 7,059,824
5,719,895 - 5,719,895 5,282,006 - 5,282,006
1,304,082 - 1,304,082 1,220,877 - 1,220,877
7,023,977 - 7,023,977 6,502,883 - 6,502,883
430,279 (8,882) 421,397 556,324 617 556,941
1,595,915 90,799 1,686,714 1,039,591 90,182 1,129,772
$ 2,026,194 $ 81,917 $ 2,108,111 $ 1,595,915 $ 90,799 1,686,714

See independent auditors' report and accompanying notes to the financial statements
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FUNCTIONAL EXPENSES
Salaries and wages
Employee benefits
Staff development
Professional services
Property rental and maintenance
Authorizer oversight fees
Transportation
Classroom, kitchen and office supplies
Occupancy
Depreciation
Interest
Insurance
Other

Total functional expenses

CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
STATEMENTS OF FUNCTIONAL EXPENSES
For the Years Ended June 30, 2017 and 2016

2017 2016
Program Management Program Management

Services and General Total Services and General Total
$ 3,213,157 $ 666,789 $ 3,879,946 $ 2,940,636 $ 605,447 $ 3,546,083
641,916 147,411 789,327 572,495 124,840 697,335
54,134 2,650 56,784 24,762 5,430 30,192
265,288 178,201 443,489 278,705 194,171 472,876
249,952 - 249,952 274,846 - 274,846
- 123,562 123,562 - 124,051 124,051
20,594 - 20,594 16,051 - 16,051
362,896 29,011 391,907 393,276 26,332 419,608
410,372 - 410,372 354,442 - 354,442
356,727 - 356,727 287,230 - 287,230
95,924 - 95,924 104,031 - 104,031
- 118,939 118,939 - 109,105 109,105
48,935 37,519 86,454 35,532 31,501 67,033
$ 5,719,895 $ 1,304,082 $ 7,023,977 $ 5,282,006 $ 1,220,877 $ 6,502,883

See independent auditors' report and accompanying notes to the financial statements
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CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2017 and 2016

2017 2016
OPERATING ACTIVITIES
Change in net assets $ 421,397 556,941
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation 356,727 287,230
In-kind contribution of capitalized equipment (280,703) -
Changes in certain assets and liabilities:
Grants receivable (47,326) 38,641
Prepaid expenses (3,589) (9,673)
Accounts payable and accrued expenses 38,492 (352,690)
Refundable advances (16,439) 19,485
Net cash provided by operating activities 468,559 539,934
INVESTING ACTIVITIES
Purchases of property and equipment (287,754) (235,760)
FINANCING ACTIVITIES
Principal reduction of capital lease obligations (65,912) (167,103)
Principal repayment of notes payable (135,648) (128,914)
Net cash used in financing activities (201,560) (296,017)
NET CHANGE IN CASH (20,755) 8,157
CASH, BEGINNING OF YEAR 719,964 711,807
CASH, END OF YEAR $ 699,209 719,964
SUPPLEMENTAL INFORMATION
Property and equipment obtained under capital lease obligation $ 194,800 96,600
Property and equipment obtained via in-kind contribution 280,703 -
Cash paid for interest 95,924 104,031

See independent auditors' report and accompanying notes to the financial statements
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CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 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
serving grades kindergarten through twelve 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.

Financial Statement Presentation — The School reports its financial position and activities
according to two classes of net 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.

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. Therefore, 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
programs. The School believes that it is operating in compliance with regulatory requirements and
as such no allowance for doubtful accounts is deemed necessary.

Contributions and Fees — The School receives income from contributions, student 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 or time 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.




CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Taxes on Income — Central Indiana Military Academy, Inc. has received a determination from the
U.S. Internal Revenue Service 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, 2017 and 2016,
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 2013 are open to audit for both federal and state purposes.

Property and Equipment — Purchases of 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 5 to 40 years
Furniture and equipment 3 years
Textbooks 4 years
Vehicles 5 years

Subsequent Events — The School evaluated subsequent events through September 22, 2017, 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 require.

NOTE 2 - 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 lender’s prime rate. There were no advances outstanding on the line of credit as of June
30, 2017 and 2016.



CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 3- NOTES PAYABLE

Notes payable were comprised of the following at June 30:

N
=
~
N
o
—
»

Mortgage loan payable to MainSource Bank, payable in
monthly installments of $4,214 including interest at
4.85% per annum (adjustable annually beginning
September 2019) through July 2026, secured by a
mortgage on School facilities and all business assets $ 370,327 $ 401,837

Mortgage loan payable to MainSource Bank, payable in
monthly installments of $3,224 including interest at
4.85% per annum (adjustable annually beginning
September 2019) through March 2029, secured by a
mortgage on School facilities and all business assets 329,301 357,486

Mortgage loan payable to MainSource Bank, payable in
monthly installments of $7,341 including interest at
4.85% per annum (adjustable annually beginning
August 2019) through August 2026, secured by a
mortgage on School facilities and all business assets 649,081 703,788

Mortgage loan payable to MainSource Bank, payable in
monthly installments of $3,761 including interest at
4.85% per annum (adjustable annually beginning
August 2019) through July 2026, secured by a

mortgage on School facilities and all business assets 343,052 364,298

1,691,761 1,827,409
Less: current portion (142,443) (135,628)
Long-term portion $ 1549318 $ 1,691,781

Principal maturities of notes payable are as follows for the years ending June 30:

2018 $ 142,443
2019 149,628
2020 156,978
2021 165,050
2022 173,351
Thereafter 904,311

$ 1,691,761



CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 4 - LEASES

The School leases various items of equipment under capital leases. At June 30, 2017, the cost and
accumulated depreciation relating to these assets were $764,519 and $512,685, respectively
($569,719 and $471,730, respectively, at June 30, 2016).

Minimum future lease payments as of June 30, 2017 under capital leases and the present value of
the net minimum lease payments are as follows for the years ending June 30:

2018 $ 98,328
2019 105,550
2020 80,487
2021 60,868
Less: amount representing interest (36,509)
$__ 308724

The School also leases various items of equipment under operating leases. Total expense under
these operating leases for 2017 and 2016 was $34,444 and $34,317, respectively. Minimum
future rental payments as of June 30, 2017 for all operating leases with initial, non-cancellable
lease terms in excess of one year are as follows for the years ending June 30:

2018 $ 12,178
2019 7,104

NOTE 5 - RETIREMENT PLANS

The School provides retirement benefits covering substantially all full-time employees.
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 determined annually by the
INPRS Board. For the years ended June 30, 2017 and 2016, the School contributed 7.5% of
compensation for eligible teaching personnel to TRF. Should the School elect to withdraw from
TRF, it could be subject to a withdrawal fee. The School’s contributions represent an insignificant
percentage of the total contributions received by TRF. As of June 30, 2016 (the latest year
reported), TRF was more than 80% funded.

All other employees are eligible to participate in a School-sponsored section 403(b) plan. Under
this plan, the School contributes 6% of compensation, as defined in the plan document.
Additional contributions may be made at the discretion of the Board of Directors. No
discretionary contributions were made in 2017 or 2016. Retirement plan expense under both
plans was $249,843 and $223,164 for the years ended June 30, 2017 and 2016, respectively.

10



CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 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. Payments under this charter agreement were $123,562 and $124,051 for the
years ended June 30, 2017 and 2016, respectively. The charter remains in effect until June 30,
2021, and is renewable thereafter by mutual consent.

The School has contracted with a third party to provide network and technology services to the
School.  Under this contract, the School has committed to make annual payments of
approximately $75,000 through August 2020 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 $79,512 and $79,969 for the
years ended June 30, 2017 and 2016, respectively.

NOTE 7 - RISKS AND UNCERTAINTIES

The School provides educational 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, 2017, substantially all of the
receivable balance was due from the State of Indiana. In addition, bank deposits are maintained
primarily at MainSource Bank, and are insured up to the FDIC insurance limit.

NOTE 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.
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Independent Auditors’ Report

The Board of Directors
The Bloomington Project School, Inc.

We have audited the accompanying financial statements of The Bloomington Project School, Inc.,
which comprise the statements of financial position as of June 30, 2017 and 2016, and the related
statements of activities and change in net assets (deficit), functional expenses, 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.

Auditors’ 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 of 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.

www.cpadonovan.com
Westside Office | 5151 E. US Hwy 36, Avon, IN 46123 | 317.745.6411
Northside Office | 9292 N. Meridian Street, Suite 150, Indianapolis, IN 46260 | 317.844.8300



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, 2017 and 2016, and the
changes in its net assets (deficit), functional expenses, and cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

DONOVAN

December 5, 2017
Indianapolis, Indiana






THE BLOOMINGTON PROJECT SCHOOL, INC.

STATEMENTS OF ACTIVITIES AND CHANGE IN NET ASSETS (DEFICIT)

REVENUE AND SUPPORT
State education support
Grant revenue
Student fees
Contributions
Other income

Total revenue and support
EXPENSES
Program services
Management and general
Total expenses

CHANGE IN NET ASSETS

NET ASSETS (DEFICIT),
BEGINNING OF YEAR

DISTRIBUTION TO FOUNDATION

NET ASSETS (DEFICIT),
END OF YEAR

For the Years Ended June 30, 2017 and 2016

2017

Unrestricted

$

2,346,218

608,999

2,206,473

1,781,519
338,083
84,630
120,408
21,578

1,597,474

139,745

(79,809)

59,936

2016
Temporarily
Unrestricted Restricted Total

$ 1,708,649 $ - 1,708,649
355,050 - 355,050
84,717 - 84,717
137,069 - 137,069
43,263 - 43,263
2,328,748 - 2,328,748
1,659,057 - 1,659,057
548,078 - 548,078
2,207,135 - 2,207,135
121,613 - 121,613

(201,422) 91,390 (110,032)

- (91,390) (91,390)

$ (79,809) $ - (79,809)

See independent auditors' report and accompanying notes to the financial statements
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FUNCTIONAL EXPENSES
Salaries and wages
Employee benefits

Staff development
Professional services
Repairs and maintenance
Authorizer oversight fees
Food costs

Transportation

Equipment

Classroom, kitchen, and office supplies

Occupancy
Depreciation
Interest
Insurance
Other

Total functional expenses

THE BLOOMINGTON PROJECT SCHOOL, INC.
STATEMENTS OF FUNCTIONAL EXPENSES

For the Years Ended June 30, 2017 and 2016

2017 2016
Program Management Program Management

Services and General Total Services and General Total
$ 977,664 $ 254,543 1,232,207 891,822 $ 222,243 $ 1,114,065
209,795 69,408 279,203 229,281 89,117 318,398
7,283 - 7,283 6,332 - 6,332
21,049 52,395 73,444 56,797 46,260 103,057
39,277 - 39,277 22,393 - 22,393
- 42,434 42,434 - 41,201 41,201
48,115 - 48,115 58,775 - 58,775
6,047 - 6,047 39,775 - 39,775
263 - 263 42,945 - 42,945
35,050 4,717 39,767 34,556 2,576 37,132
150,803 - 150,803 161,451 - 161,451
77,780 - 77,780 81,806 - 81,806
- 104,152 104,152 - 113,338 113,338
- 14,858 14,858 - 17,957 17,957
24,348 66,492 90,840 33,124 15,386 48,510
$ 1597474 $ 608,999 2,206,473 1,659,057 $ 548,078 $ 2,207,135

See independent auditors' report and accompanying notes to the financial statements
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THE BLOOMINGTON PROJECT SCHOOL, INC.

OPERATING ACTIVITIES
Change in net assets

Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Depreciation

Changes in certain assets and liabilities:

Grants receivable
Prepaid expenses
Accounts payable
Accrued expenses
Refundable advances
Deferred rent payable

Net cash provided by operating activities

INVESTING ACTIVITIES
Purchase of property and equipment
Distribution to Foundation
Net cash used in investing activities
FINANCING ACTIVITIES
Proceeds from note payable
Principal repayment of notes payable
Net cash used in financing activities
NET CHANGE IN CASH
CASH, BEGINNING OF YEAR
CASH, END OF YEAR

SUPPLEMENTAL INFORMATION
Cash paid for interest

STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2017 and 2016

See independent auditors' report and accompanying notes to the financial statements

2017 2016

$ 139,745 $ 121,613
77,780 81,806
(19,380) (1,241)

6,536 -

(6,969) 363

8,480 (169,082)

22,698 -
(10,125) (10,125)
218,765 23,334
(1,789) -

- (91,390)

(1,789) (91,390)

- 65,200
(61,335) (74,085)
(61,335) (8,885)
155,641 (76,941)
80,484 157,425

$ 236,125 $ 80,484
$ 97,062 $ 106,248



THE BLOOMINGTON PROJECT SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 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 as 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.

Financial Statement Presentation — The School reports its financial position and activities according
to two classes of net assets as follows:

e 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.

e 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.

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.

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.

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.




THE BLOOMINGTON PROJECT SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Property and Equipment — Purchases of 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:

Buildings and improvements 30 years
Furniture and equipment 3 to5years
Textbooks 4 years

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, 2017 and 2016, 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 2013 are
open to audit for both federal and state purposes.

Reclassifications — Certain figures for 2016 that were previously reported have been reclassified for
comparative purposes. These reclassifications had no impact on the previously reported change in net
assets.

Subsequent Events — The School evaluated subsequent events through December 5, 2017, 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.

NOTE 2 - REFUNDABLE ADVANCE

The School has been awarded a grant from the Lilly Foundation, Inc. for the purpose of establishing
comprehensive counseling services for students. The grant must be utilized for its intended purpose
no later than December 31, 2017, after which any remaining unused portion of the grant is subject to
reversion to the grantor organization. The unused portion of the grant is shown as a refundable
advance on the statements of financial position and had a balance of $22,698 at June 30, 2017.



THE BLOOMINGTON PROJECT SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 3 - NOTES PAYABLE

Notes payable consisted of the following as of June 30:

2017 2016

Note payable to Indiana Finance Authority $ 470,778  $ 526,353

Note payable to IFF 1,160,000 1,160,000
Note payable to Bloomington Urban

Enterprise Association 5,417 7,917

Common School Fund Loan 61,940 65,200

1,698,135 1,759,470

Less current portion (96,121) (51,946)

Long-term portion $ 1,602,014 $ 1,707,524

Indiana Finance Authority Note Payable - 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 provide for the interest to be
subsidized by the Federal Government. The loan is subordinate to the obligation to IFF.

IFF Note Payable - The note payable to IFF is payable in monthly installments of $10,184, including
interest at 6.25% per annum, with the principal balance due at the maturity date of August 1, 2032.
The note is secured by a leasehold mortgage, and furniture and equipment.

Bloomington Urban Enterprise Association Note Payable - 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.

Common School Fund Loan - The note payable to the Indiana Common School Fund is payable in
semi-annual installments of $3,260 from January 2017 to July 2026, with interest at 1% per annum.

Principal maturities of notes payable are as follows for the years ending June 30:

2018 $ 96,121
2019 106,601
2020 110,643
2021 116,736
2022 123,658
Thereafter 1,144,376
Total 3 1,698,135




THE BLOOMINGTON PROJECT SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 4 - 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. At the beginning of fiscal year
2016, temporarily restricted net assets totaled $91,390, which were purpose-restricted for contribution
to the School Project Foundation, Inc. The School made this contribution in 2016, thereby releasing
the funds from restriction. There were no restricted net assets as of June 30, 2017, and no funds were
released from restriction in fiscal year 2017.

NOTE 5 - 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, 2017 and 2016 was $88,810 and
$92,444, respectively. Future minimum lease obligations for non-cancelable operating leases with
initial lease terms in excess of one year are as follows for the years ending June 30:

2018 $ 92,950
2019 88,125

NOTE 6 - RETIREMENT PLANS

The School provides retirement benefits covering substantially all full-time employees. Retirement
benefits 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 determined
annually by the INPRS Board. For the year ended June 30, 2017, the School contributed 7.5% of
compensation for eligible teaching personnel to TRF and 7.25% for other employees to PERF.
Should the School elect to withdraw from TRF or PERF, it could be subject to a withdrawal fee. The
School’s contributions represent an insignificant percentage of the total contributions received by
TRF and PERF. As of June 30, 2016 (the latest year reported), TRF and PERF were more than 80%
funded.

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 $61,256 and $91,358 for the years ended June
30, 2017 and 2016, respectively. The 2017 expense is net of a 403(b) forfeiture of $32,675 applied to
the School’s 2017 contribution.
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THE BLOOMINGTON PROJECT SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 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 $42,434 and $41,201 for the years ended June
30, 2017 and 2016, respectively. The charter remains in effect until June 30, 2019, and is renewable
thereafter by mutual consent.

NOTE 8 - RISKS AND UNCERTAINTIES

The School provides education 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, 2017, substantially all of the
receivable balance was due from the State of Indiana.

NOTE 9 - FUNCTIONAL EXPENSE REPORTING
The costs of providing the education activities have been summarized on a functional basis in the

statement of activities and change in net assets. Accordingly, certain expenses have been allocated
between program and management services.
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Dono CPAs

Independent Auditors’ 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, 2017 and
2016, and the related statements of activities and change in net assets, functional expenses, 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.

Auditors’ 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 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.

www.cpadonovan.com
Westside Office | 5151 E. US Hwy 36, Avon, IN 46123 | 317.745.6411
Northside Office | 9292 N. Meridian Street, Suite 150, Indianapolis, IN 46260 | 317.844.8300



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Friends of Canaan, Inc. d/b/a Canaan Community Academy as of June 30, 2017
and 2016, and the changes in its net assets, functional expenses, and cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

DONOVAN

September 29, 2017
Indianapolis, Indiana



FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
STATEMENTS OF FINANCIAL POSITION
June 30, 2017 and 2016

2017 2016
ASSETS
CURRENT ASSETS
Cash $ 158,950 $ 225,864
Grants receivable 1,553 3,790
Prepaid expenses 20,450 2,907
Total current assets 180,953 232,561
PROPERTY AND EQUIPMENT
Furniture and equipment 269,805 265,840
Textbooks 87,548 81,585
Vehicles 12,300 9,100
Less: accumulated depreciation (326,643) (260,867)
Property and equipment, net 43,010 95,658
TOTAL ASSETS $ 223,963 $ 328,219
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable and accrued expenses $ 63,825 $ 43,571
Current portion of notes payable 12,956 47,027
Refundable advances 14,198 9,758
Total current liabilities 90,979 100,356
LONG-TERM LIABILITIES
Notes payable, net of current portion 4,459 17,417
Total liabilities 95,438 117,773
UNRESTRICTED NET ASSETS 128,525 210,446
TOTAL LIABILITIES AND NET ASSETS $ 223,963 $ 328,219

See independent auditors' report and accompanying notes to the financial statements
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FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
STATEMENTS OF ACTIVITIES AND CHANGE IN NET ASSETS
For the Years Ended June 30, 2017 and 2016

2017 2016
REVENUE AND SUPPORT
State education support $ 619,547 $ 755,753
Grant revenue 135,480 156,128
Student fees 25,178 34,209
Contributions 25,066 9,440
Other income 22,320 25,519
Total revenue and support 827,591 981,049
EXPENSES
Program services 747,083 802,484
Management and general 162,429 156,530
Total expenses 909,512 959,014
CHANGE IN NET ASSETS (81,921) 22,035
NET ASSETS, BEGINNING OF YEAR 210,446 188,411
NET ASSETS, END OF YEAR $ 128,525 $ 210,446

See independent auditors' report and accompanying notes to the financial statements
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FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2017 and 2016

OPERATING ACTIVITIES
Change in net assets $ (81,921) $ 22,035
Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities:

Depreciation 65,776 90,910
Changes in certain assets and liabilities:

Grants receivable 2,237 (1,555)

Prepaid expenses (17,543) 1,359

Accounts payable and accrued expenses 20,254 (4,940)

Refundable advances 4,440 (8,724)

Net cash provided by (used in) operating activities (6,757) 99,085

INVESTING ACTIVITIES
Purchases of property and equipment (13,128) (26,328)

FINANCING ACTIVITIES

Principal repayments of notes payable (47,029) (45,102)
NET CHANGE IN CASH (66,914) 27,655
CASH, BEGINNING OF YEAR 225,864 198,209
CASH, END OF YEAR $ 158,950 $ 225,864

SUPPLEMENTAL INFORMATION
Cash paid for interest $ 2,018 $ 3,943

See independent auditors' report and accompanying notes to the financial statements
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FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 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.

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 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 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 - 4 years
Textbooks 4 years
Vehicles 5 years

Taxes on Income — Friends of Canaan, Inc. has received a determination from the U.S. Internal
Revenue Service 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, 2017 and 2016, no
accounting for federal and state income taxes was required to be included in the accompanying
financial statements.




FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, 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. Tax
years ended after 2013 are open to audit for both federal and state purposes.

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 September 29, 2017, 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.

NOTE 2 - DONATED FACILITIES

The School leases its facility under an operating lease with Shelby Township. Shelby Township
is providing a donation to the School by allowing it to occupy the government-owned building for
an annual lease payment of $1. Even though reporting donated facilities as items of revenue and
expense is called for in certain circumstances, the Internal Revenue Service does not permit the
inclusion of those amounts on the Form 990. The fair market value of in-kind contributions has
not been determined for the years ended June 30, 2017 and 2016, and the fair market value of the
premises are not reported in the accompanying financial statements. The School is responsible
for all repairs, maintenance, utilities, and insurance. The lease term ends in February 2018.

NOTE 3 - RETIREMENT PLAN

The School offers retirement benefits to its employees through both 403(b) and 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 each employee’s salary for all full-time employees
to the 401(a) plan. Retirement plan expense, net of forfeitures, was $21,064 and $19,991 for the
years ended June 30, 2017 and 2016, respectively.



FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 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 payments received. The charter remains in effect until June 30, 2022, and is
renewable thereafter by mutual consent. Payments under this agreement were $13,356 and
$16,168 for the years ended June 30, 2017 and 2016, respectively.

NOTE 5- NOTES PAYABLE

Notes payable consisted of the following at June 30:

2017 2016
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 $ 17,415  $ 29,772
Unsecured note payable to EIma Schafer, payable
$1,476 monthly including interest at 4.0% per
annum, paid off in full during 2017 - 17,336
Unsecured note payable to LaVonna Risk, payable
$1,476 monthly including interest at 4.0% per
annum, paid off in full during 2017 - 17,336
17,415 64,444
Less: current portion (12,956) (47,027)
Long-term portion $ 4459 % 17,417

Principal maturities of notes payable are scheduled as follows for the years ending June 30,

2018 $ 12,956
2019 4,459
$ 17,415



FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2017 and 2016

NOTE 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, 2017 and 2016, substantially all
of the accounts receivable balance was due from the State of Indiana.

NOTE 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.
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FRIENDS OF CANAAN, INC.
D/B/A CANAAN COMMUNITY ACADEMY
OTHER REPORT
For the Year Ended June 30, 2017

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. d/b/a Canaan Community 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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FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
JEFFERSON COUNTY, INDIANA
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July 1, 2016 to June 30, 2017

Office Official Term
President of Board of Directors David Herring 07/01/16 — 06/30/17
Lead Academic Officer Donna Taylor 07/01/16 — 06/30/17
School Treasurer Donna Taylor 07/01/16 — 06/30/17



Donovan CPAs

The Board of Directors
Friends of Canaan, Inc.

We have audited the financial statements of Friends of Canaan, Inc. d/b/a Canaan Community Academy
(the “School”) as of and for the year ended June 30, 2017 and have issued our report thereon dated
September 29, 2017. As part of our audit, we tested the School’s compliance with provisions of the
Accounting and Uniform Compliance Guidelines Manual for Indiana Charter Schools issued by the
Indiana State Board of Accounts and related provisions of laws, regulations, contracts and grant
agreements. Reported in the Audit Results and Comments are matters where we believe the School
was not in compliance with those provisions.

DONOVAN

Indianapolis, Indiana
September 29, 2017

www.cpadonovan.com
Westside Office | 5151 E. US Hwy 36, Avon, IN 46123 | 317.745.6411
Northside Office | 9292 N. Meridian Street, Suite 150, Indianapolis, IN 46260 | 317.844.8300



FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
JEFFERSON COUNTY, INDIANA
Audit Results and Comments
July 1, 2016 to June 30, 2017

RECEIPTS AND DEPOSITS

Our testing of receipts and deposits revealed that the School was not depositing money in a
timely manner. Of the 25 receipts tested, three deposits occurred more than one week after the
date of the cash receipt.

All charter school money must be deposited in the designated depository not later than the
business day following the receipt of funds on business days of the depository in the same form
in which the funds were received. Timely receipts and deposits are required to provide the
organizer and charter school administration with current information necessary for all financial
decisions. (Accounting and Uniform Compliance Guidelines Manual for Indiana Charter
Schools, Part 8)



FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
JEFFERSON COUNTY, INDIANA
Exit Conference
July 1, 2016 to June 30, 2017

The contents of this report were discussed on September 29, 2017 with Kenneth L. Miller, Chairman of
the Finance Committee and David Herring, President of the Board of Directors. The Official Response
has been made a part of this report and may be found on page 5.



Canaan Community Academy
8775 N. Canaan Main Street
P.0. Box 20
Canaan, IN. 47224
(812) 839-0003
Donna L. Taylor, CAO

September 29, 2017

RE: Managements Response to the Findings in Qur SBOA Report

This letter is in response to the findings from Donovan when completing the 2016/2017 Fiscal
Year Audit for Canaan Community Academy.

1. Timely Deposit of Money:

We understand that one finding was the School was not depositing money in a
timely manner, Of the 25 receipts tested, three deposits occurred more than one week
after the date of the cash receipt. We understand that timely receipts and deposits are
required to provide the organizer and charter school administration with current

information necessary for all financial decisions.

Explanation: The nearest bank is 15 miles from Canaan Community Academy. We
sometimes do not receive large amounts of money a daily basis, which makes it a little
cumbersome to make small amount deposits on a daily basis. We try to make bank
deposits every Friday, but sometimes parents ask us to hold checks until funds can be
deposited into their bank account. We also hold fundraise