215t CENTURY CHARTER SCHOOL @ GARY, iNC.

FINANCIAL STATEMENTS
June 30, 2016 and 2015



































































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

FINANCIAL STATEMENTS
Together with Independent Auditors’ Report

For the Years Ended June 30, 2016 and 2015

(D) DONOVAN

CPAs | ADVISORS




TABLE OF CONTENTS

Page

INDEPENDENT AUDITORS’ REPORT ....oooiiiiiiiiieeeee e 1-2
FINANCIAL STATEMENTS

Statements of Financial POSITION............cooiiiiiiiiiie e 3

Statements of Activities and Change in Net ASSEtS.......cccovvveereiieiene e 4

Statements of FUNCtiONal EXPENSES ......ceevveieriieiie e 5

Statements of Cash FIOWS..........ccoiiiiiiiiii 6

NoOtes t0 FINANCIAl STALEMENTS.......coiieeeeeee ettt e e e et e e e e e eaa 7-11



Independent Auditors’ Report

The Board of Directors

Central Indiana Military Academy, Inc.
d/b/a Anderson Preparatory Academy
3205 West 25™ Street

Anderson, IN 46011

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, 2016 and 2015, 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 auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

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

www.cpadonovan.com
Avon Office | 5151 E. U.S. HWY 36 Avon, IN 46123 |317.745.6411
Indianapolis Office | 9245 North Meridian Street, Ste. 302 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. as of June 30, 2016 and 2015, 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

August 25, 2016
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

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, 2016 and 2015

2016 2015
ASSETS
$ 719964 $ 711,807
- 38,641
43,837 34,164
763,801 784,612
320,000 320,000
3,012,555 2,961,081
1,476,034 1,542,405
143,963 137,197
41,750 41,750
(1,749,104) (1,802,365)
3,245,198 3,200,068
$ 4,008,999 $ 3,984,680
LIABILITIES AND NET ASSETS
$ 135628 $ 128902
59,950 160,385
295,555 648,245
19,485 -
510,618 937,532
1,691,781 1,827,421
119,886 89,954
1,811,667 1,917,375
2,322,285 2,854,907
1,595,915 1,039,591
90,799 90,182
1,686,714 1,129,773
$ 4,008,999 $ 3,984,680

See independent auditors' report and accompanying notes to financial statements
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REVENUE AND SUPPORT
State education support
Grant revenue
Student fees
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, 2016 and 2015

2016 2015
Temporarily Temporarily
Unrestricted Restricted Total Unrestricted Restricted Total
$ 5,456,238 $ - 5,456,238 5,451,496 $ - 5,451,496
1,091,099 - 1,091,099 749,409 - 749,409
135,445 80,149 215,594 124,644 79,862 204,506
47,869 - 47,869 19,987 - 19,987
146,313 102,711 249,024 124,969 110,815 235,784
182,243 (182,243) - 173,586 (173,586) -
7,059,207 617 7,059,824 6,644,091 17,091 6,661,182
5,282,006 - 5,282,006 5,486,417 - 5,486,417
1,220,877 - 1,220,877 1,174,077 - 1,174,077
6,502,883 - 6,502,883 6,660,494 - 6,660,494
556,324 617 556,941 (16,403) 17,091 688
1,039,591 90,182 1,129,772 1,055,994 73,091 1,129,084
$ 1,595,915 $ 90,799 1,686,713 1,039,591 $ 90,182 1,129,772

See independent auditors' report and accompanying notes to financial statements
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CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
STATEMENTS OF FUNCTIONAL EXPENSES
For the Years Ended June 30, 2016 and 2015

2016 2015
Program Management Program Management
Services and General Total Services and General Total
FUNCTIONAL EXPENSES
Salaries and wages $ 2,940,636 $ 605,447 $ 3,546,083 $ 3,159,388 $ 613,483 $ 3,772,871
Employee benefits 572,495 124,840 697,335 594,534 106,972 701,506
Staff development 24,762 5,430 30,192 15,002 5,383 20,385
Professional services 278,705 194,171 472,876 265,727 118,397 384,124
Property rental and maintenance 274,846 - 274,846 273,862 - 273,862
Authorizer oversight fees - 124,051 124,051 - 112,840 112,840
Transportation 16,051 - 16,051 18,799 - 18,799
Classroom, kitchen and office supplies 393,276 26,332 419,608 320,683 21,546 342,229
Occupancy 354,442 - 354,442 398,575 - 398,575
Depreciation 287,230 - 287,230 297,885 - 297,885
Interest 104,031 - 104,031 105,035 5,699 110,734
Insurance - 109,105 109,105 - 120,343 120,343
Other 35,532 31,501 67,033 36,927 69,414 106,341
Total functional expenses $ 5,282,006 $ 1,220,877 $ 6,502,883 $ 5,486,417 $ 1,174,077 $ 6,660,494

See independent auditors' report and accompanying notes to 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, 2016 and 2015

2016 2015
OPERATING ACTIVITIES
Change in net assets $ 556,941 688
Adjustments to reconcile change in net assets
to net cash provided by operating activities
Depreciation 287,230 297,885
Changes in certain assets and liabilities
Grants receivable 38,641 1,117
Prepaid expenses (9,673) 36,392
Accounts payable and accrued expenses (352,690) 169,852
Refundable advances 19,485 -
Net cash provided by operating activities 539,934 505,934
INVESTING ACTIVITIES
Purchases of property and equipment (235,760) (504,348)
FINANCING ACTIVITIES
Principal reduction of capital lease obligations (167,103) (166,616)
Proceeds from notes payable - 198,310
Principal repayment of notes payable (128,914) (111,853)
Net cash used in financing activities (296,017) (80,159)
NET CHANGE IN CASH 8,157 (78,573)
CASH, BEGINNING OF YEAR 711,807 790,380
CASH, END OF YEAR $ 719,964 711,807
SUPPLEMENTAL INFORMATION
Property and equipment obtained under capital leases $ 96,600 107,052
Cash paid for interest 104,031 110,734

See independent auditors' report and accompanying notes to financial statements
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CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

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 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 resources from participation fees and fundraising
events that support certain school activities. These receipts are reported as restricted support in
that they are received with stipulations that limit their use. When a donor restriction expires, that
is, when the purpose restriction is accomplished, temporarily restricted net assets are reclassified
to unrestricted net assets and reported in the statement of activities as net assets released from
restrictions.




CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Taxes on Income — Central Indiana Military Academy, Inc. has received a determination from the
U.S. Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) of the
Internal Revenue Code as a tax-exempt organization; however, the School would be subject to tax
on income unrelated to its tax-exempt purpose. For the years ended June 30, 2016 and 2015, 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 2012 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 10 to 40 years
Furniture and equipment 3 years
Textbooks 4 years
Vehicles 5 years

Subsequent Events — The School evaluated subsequent events through August 25, 2016, 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, 2016 and 2015.



CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 3-NOTES PAYABLE
Notes payable at June 30, 2016 and 2015 was comprised of:
2016 2015

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 $ 401,837 $ 431,785

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 357,486 384,479

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 703,788 755,784

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 364,298 384,275
1,827,409 1,956,323

Less: current portion (135,628) (128,902)

Long-term portion $ 1,691,781 $ 1,827,421

Principal maturities of long-term debt are as follows for the years ending June 30:

2017 $ 135,628
2018 142,463
2019 149,628
2020 156,978
2021 165,050
Thereafter 1,077,662
$__1827,409



CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 4 - LEASES
The School leases various items of equipment under capital leases. At June 30, 2016, the cost and
accumulated depreciation relating to these assets were $569,719 and $471,730, respectively

($872,732 and $772,019 at June 30, 2015).

Minimum future lease payments as of June 30, 2016 under capital leases and the present value of
the net minimum lease payments are as follows for the years ending June 30:

2017 $ 68,200
2018 51,823
2019 48,596
2020 23,533
2021 3,914
Less: amount representing interest (16,230)
$__ 179,836

The School also leases various items of equipment under operating leases. Total expense under
these operating leases for 2016 and 2015 was $34,317 and $44,759, respectively. Minimum
future rental payments as of June 30, 2016 for all operating leases with initial, non-cancellable
lease terms in excess of one year are as follows for the years ending June 30:

2017 $ 13,127
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, 2016 and 2015, 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, 2015 (the latest year
reported), TRF was more than 80% funded. A copy of the complete annual report for the year
ended June 30, 2015 can be obtained at www.in.gov/inprs/files/2015INPRSCAFRBook.pdf.

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 2016 or 2015. Retirement plan expense under both
plans was $223,164 and $200,468 for the years ended June 30, 2016 and 2015, respectively.
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CENTRAL INDIANA MILITARY ACADEMY, INC.
d/b/a ANDERSON PREPARATORY ACADEMY
NOTES TO FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

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 $124,051 and $112,840 for the
years ended June 30, 2016 and 2015, respectively. The charter remains in effect until June 30,
2021, and is renewable thereafter by mutual consent.

The School executed a service contract for network and technology services. Under this contract,
the School has committed to make annual payments of $75,768 through June 30, 2017 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 $79,969 and $88,069 for the years ended June 30, 2016 and 2015, 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, 2016, 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

To the Board of Directors

The Bloomington Project School, Inc.
349 South Walnut Street
Bloomington, IN 47401

We have audited the accompanying financial statements of The Bloomington Project School, Inc.,
which comprise the statements of financial position as of June 30, 2016 and 2015, 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 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
Avon Office | 5151 E. U.S. HWY 36 Avon, IN 46123 317.745.6411
Indianapolis Office | 9245 North Meridian Street, Ste. 302 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, 2016 and 2015, 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

&:\rouﬂs N

November 7, 2016
Indianapolis, Indiana



THE BLOOMINGTON PROJECT SCHOOL, INC.

CURRENT ASSETS
Cash
Grants receivable
Prepaid expenses

Total current assets

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

Property and equipment, net

OTHER ASSETS
Security deposit

TOTAL ASSETS

CURRENT LIABILITIES
Current portion of notes payable
Accounts payable
Accrued expenses

Total current liabilities

LONG-TERM LIABILITIES
Deferred rent payable
Notes payable, net of current portion

Total long-term liabilities
Total liabilities

NET ASSETS (DEFICIT)
Unrestricted
Temporarily restricted

Total net assets (deficit)

STATEMENTS OF FINANCIAL POSITION

June 30, 2016 and 2015

ASSETS

LIABILITIES AND NET ASSETS (DEFICIT)

TOTAL LIABILITIES AND NET ASSETS (DEFICIT)

2016 2015

$ 80,484 157,425
6,066 4,825

7,344 7,344

93,894 169,594
2,222,431 2,222,431
478,591 478,591
77,316 77,316
(1,041,821) (960,015)
1,736,517 1,818,323
10,000 10,000

$ 1840411 1,997,917
$ 51,946 74,252
30,109 29,746
100,266 269,348
182,321 373,346
30,375 40,500
1,707,524 1,694,103
1,737,899 1,734,603
1,920,220 2,107,949
(79,809) (201,422)

- 91,390
(79,809) (110,032)

$ 1,840,411 1,097,917

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

Other income

Total revenue and support
EXPENSES
Program services

Management and general

Total expenses

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

DISTRIBUTION TO FOUNDATION

NET ASSETS, END OF YEAR

THE BLOOMINGTON PROJECT SCHOOL, INC.
STATEMENTS OF ACTIVITIES AND CHANGE IN NET ASSETS
For the Years Ended June 30, 2016 and 2015

2016 2015
Temporarily Temporarily
Unrestricted Restricted Total Unrestricted Restricted Total

$ 1,708,649 $ - $ 1,708,649 $ 1,647,190 $ - $ 1,647,190
355,050 - 355,050 191,103 - 191,103
84,717 - 84,717 84,177 - 84,177
137,069 - 137,069 133,782 30,465 164,247
43,263 - 43,263 139,918 - 139,918
2,328,748 - 2,328,748 2,196,170 30,465 2,226,635
1,669,018 - 1,669,018 1,779,031 - 1,779,031
538,117 - 538,117 613,063 - 613,063
2,207,135 - 2,207,135 2,392,094 - 2,392,094
121,613 - 121,613 (195,924) 30,465 (165,459)
(201,422) 91,390 (110,032) (5,498) 60,925 55,427

- (91,390) (91,390) - - -
$ (79,809) $ - $ (79,809) $ (201,422) $ 91,390 $ (110,032)

See independent auditors' report and accompanying notes to the financial statements
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THE BLOOMINGTON PROJECT SCHOOL, INC.
STATEMENTS OF FUNCTIONAL EXPENSES
For the Years Ended June 30, 2016 and 2015

2016 2015
Program Management Program Management
Services and General Total Services and General Total
FUNCTIONAL EXPENSES

Salaries and wages $ 891,822 $ 222,243 $ 1,114,065 $ 1,047,426 $ 280,529 $ 1,327,955
Employee benefits 229,281 89,117 318,398 240,587 81,148 321,735
Staff development 6,332 - 6,332 4,031 189 4,220
Professional services 56,797 46,260 103,057 40,073 60,580 100,653
Repairs and maintenance 22,393 - 22,393 8,422 - 8,422
Authorizer oversight fees - 31,240 31,240 - 35,779 35,779
Food costs 58,775 - 58,775 64,464 - 64,464
Transportation 39,775 - 39,775 39,495 - 39,495
Equipment 42,945 - 42,945 14 - 14
Classroom, kitchen, and office supplies 34,556 2,576 37,132 30,520 5,341 35,861
Occupancy 171,412 - 171,412 146,667 - 146,667
Depreciation 81,806 - 81,806 141,848 - 141,848
Interest - 113,338 113,338 - 121,639 121,639
Insurance - 17,957 17,957 - 19,404 19,404
Other 33,124 15,386 48,510 15,484 8,454 23,938

Total functional expenses $ 1,669,018 $ 538,117 $ 2,207,135 $ 1,779,031 3$ 613,063 $ 2,392,094

See independent auditors' report and accompanying notes to the financial statements
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THE BLOOMINGTON PROJECT SCHOOL, INC.
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2016 and 2015

2016 2015
OPERATING ACTIVITIES
Change in net assets $ 121,613 $  (165,459)
Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities:
Depreciation 81,806 141,848
Changes in certain assets and liabilities:
Grants receivable (1,241) 5,597
Accounts payable 363 13,600
Accrued expenses (169,082) 91,447
Refundable advances - (2,399)
Deferred rent payable (10,125) (10,125)
Net cash provided by (used in) operating activities 23,334 74,509
INVESTING ACTIVITIES
Distribution to Foundation (91,390) -
FINANCING ACTIVITIES
Proceeds from note payable 65,200 -
Principal repayment of notes payable (74,085) (101,038)
Net cash used in financing activities (8,885) (101,038)
NET CHANGE IN CASH (76,941) (26,529)
CASH, BEGINNING OF YEAR 157,425 183,954
CASH, END OF YEAR $ 80,484 $ 157,425
SUPPLEMENTAL INFORMATION
Cash paid for interest $ 106,248 $ 121,639

See independent auditors' report and accompanying notes to the financial statements
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THE BLOOMINGTON PROJECT SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

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 amount and disclosures. Actual results could differ from
those estimates.

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

A portion of the School’s revenue is the product of cost reimbursement grants. Accordingly, the
School recognizes revenue under these grants in the amount of costs and expenses at the time they are
incurred.

Grants Receivable — Grants receivable relate primarily to activities funded under federal programs
and legislation enacted by the State of Indiana. The School believes that it is operating in compliance
with regulatory requirements and as such no allowance for doubtful accounts is deemed necessary.

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

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 to 5 years
Textbooks 4 years



THE BLOOMINGTON PROJECT SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

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, 2016 and 2015, 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 2012 are
open to audit for both federal and state purposes.

Subsequent Events — The School evaluated subsequent events through November 7, 2016, 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 - NOTES PAYABLE

Notes payable consisted of the following as of June 30:

2016 2015
Note payable to Indiana Finance Authority $ 526353 $ 597,938
Note payable to IFF 1,160,000 1,160,000
Note payable to Bloomington Urban
Enterprise Association 7,917 10,417
Common school fund loan
65,200 -
1,759,470 1,768,355
Less current portion (51,946) (74,252)
Long-term notes payable $ 1,707,524 $ 1,694,103

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 requires interest only to be paid monthly at a rate of 6.5%
per annum, with the principal balance due at the maturity date of August 15, 2017. The note is
secured by a leasehold mortgage, and furniture and fixtures.




THE BLOOMINGTON PROJECT SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 2 - NOTES PAYABLE, Continued
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:

2017 $ 51,946
2018 1,214,394
2019 56,981
2020 57,634
2021 60,107
Thereafter 318,408
Total $ 1,759,470

NOTE 3 - 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, 2016 and 2015 was $102,405 and
$94,626, 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 ended June 30:

2017 $ 93,006
2018 92,950
2019 88,125

NOTE 5- RETIREMENT PLANS

Retirement benefits for School employees are provided by the Indiana State Teachers’ Retirement
Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund (“PERF”), both of which are cost-
sharing multiple-employer defined benefit retirement plans governed by the State of Indiana and
administrated by the Indiana Public Retirement System (“INPRS”) Board. Contribution requirements
of plan members are established by the INPRS Board. Under the plans, the School contributes 7.5%
of compensation for teaching faculty to TRF and 8.75% of compensation for other employees of
PERF. Substantially all full-time employees are eligible to participate. In lieu of TRF, teaching
faculty can elect benefits under a 403(b) plan, where the School contributes 7.5% of compensation.
Retirement plan expense was $91,358 and $92,457 for the years ended June 30, 2016 and 2015,
respectively.



THE BLOOMINGTON PROJECT SCHOOL, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

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 $31,240 and $35,779 for the years ended June
30, 2016 and 2015, respectively. The charter remains in effect until June 30, 2019, and is renewable
thereafter by mutual consent.

NOTE 7 - 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, 2016, substantially all of the
receivable balance was due from the State of Indiana.

NOTE 8 - RESTRICTED NET ASSETS

Prior to June 30, 2016, the School shared an employee identification number with The Bloomington
Project School, Inc. d/b/a The Project School Foundation (the “Foundation”). Contributions to the
Foundation were recorded as temporarily restricted, and withdrawals from the Foundation account
were recorded as net assets released from restriction. The cash balance in the Foundation’s checking
account was tracked in a separate account from the School’s operating cash accounts, and was
reflected as temporarily restricted net assets on the statements of financial position. As of January 25,
2016, the Foundation procured a separate employee identification number and the remaining cash in
the account of $91,390 was transferred to the Foundation and released from temporarily restricted net
assets.

NOTE 9 - FUNCTIONAL EXPENSE REPORTING
The costs of providing the education 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
Friends of Canaan, Inc.
P.O. Box 20

Canaan, IN 47224

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, 2016 and
2015, 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 auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

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

www.cpadonovan.com
Avon Office | 5151 E. U.S. HWY 36 Avon, IN 46123 |317.745.6411
Indianapolis Office | 9245 North Meridian Street, Ste. 302 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. as of June 30, 2016 and 2015, 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.

DONOVAN

August 15, 2016
Indianapolis, IN



CURRENT ASSETS
Cash
Grants receivable
Prepaid expenses

Total current assets
PROPERTY AND EQUIPMENT
Furniture and equipment
Textbooks

Vehicles
Less: accumulated depreciation

Property and equipment, net

TOTAL ASSETS

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

Total current liabilities

LONG-TERM LIABILITIES
Notes payable, net of current portion

Total liabilities

UNRESTRICTED NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
STATEMENTS OF FINANCIAL POSITION

June 30, 2016 and 2015

ASSETS

LIABILITIES AND NET ASSETS

2016 2015
225,864 198,209
3,790 2,235
2,907 4,266
232,561 204,710
265,840 253,789
81,585 76,408
9,100 -
(260,867) (169,957)
95,658 160,240
328,219 364,950
43,571 48,511
47,027 42,271
9,758 18,482
100,356 109,264
17,417 67,275
117,773 176,539
210,446 188,411
328,219 364,950

See independent auditors' report and accompanying notes to financial statements
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FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Years Ended June 30, 2016 and 2015

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, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

2016 2015
755,753 756,598
156,128 271,202

34,209 30,862
9,440 725
25,519 6,282
981,049 1,065,669
802,484 768,918
156,530 209,191
959,014 978,109
22,035 87,560
188,411 100,851
210,446 188,411

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

Total functional expenses

FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY

STATEMENTS OF FUNCTIONAL EXPENSES
For the Years Ended June 30, 2016 and 2015

2016 2015
Program Management Program Management
Services and General Total Services and General Total
$ 383,588 $ 42,336 $ 425,924 $ 363,220 $ 88,696 451,916
82,337 9,698 92,035 66,871 9,345 76,216
55,490 46,070 101,560 53,626 46,865 100,491
90,910 - 90,910 98,143 - 98,143
82,895 - 82,895 81,900 - 81,900
30,629 5,122 35,751 23,295 1,922 25,217
29,203 - 29,203 31,316 - 31,316
- 29,172 29,172 - 32,334 32,334
21,467 - 21,467 26,484 - 26,484
- 16,168 16,168 - 13,383 13,383
6,029 - 6,029 8,110 - 8,110
4,923 - 4,923 4,384 - 4,384
4,634 - 4,634 11,112 - 11,112
- 3,943 3,943 - 5,780 5,780
40 - 40 - - -
10,339 4,021 14,360 457 10,866 11,323
$ 802,484 $ 156,530 $ 959,014 $ 768,918 $ 209,191 978,109

See independent auditors' report and accompanying notes to 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, 2016 and 2015

2016 2015
OPERATING ACTIVITIES
Change in net assets $ 22,035 87,560
Adjustments to reconcile change in net assets
to net cash provided by operating activities
Depreciation 90,910 98,143
Changes in certain assets and liabilities:
Grants receivable (1,555) 10,911
Prepaid expenses 1,359 (2,757)
Accounts payable and accrued expenses (4,940) 6,437
Refundable advances (8,724) 8,482
Net cash provided by operating activities 99,085 208,776
INVESTING ACTIVITIES
Purchases of property and equipment (26,328) (89,713)
FINANCING ACTIVITIES
Principal repayments of notes payable (45,102) (43,251)
NET CHANGE IN CASH 27,655 75,812
CASH, BEGINNING OF YEAR 198,209 122,397
CASH, END OF YEAR $ 225,864 198,209
SUPPLEMENTAL INFORMATION
Cash paid for interest $ 3,943 5,780

See independent auditors' report and accompanying notes to 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, 2016 and 2015

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.

Accounts Receivable — Accounts receivable relate primarily to activities funded under federal
grants and legislation enacted by the State of Indiana. The School believes that it is operating in
compliance with regulatory requirements and as such no allowance for doubtful accounts is
deemed necessary.

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

A portion of the School’s revenue is the product of cost reimbursement grants. Accordingly, the
School recognizes revenue under these grants in the amount of costs and expenses at the time they
are incurred.

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. 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, 2016 and 2015, 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, 2016 and 2015

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 ending after 2012 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 August 15, 2016, 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 - LEASES

The School leases its facility under an operating lease with Shelby Township. The lease provides
for an annual lease payment of $1, but the School is responsible for 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 salary for all full-time employees to the 401(a)
plan. The School did not have any forfeitures in 2016. The School had $12,621 of forfeitures
applied against expense in 2015. Retirement plan expense, net of forfeitures, was $19,991 and
$3,108 for the years ended June 30, 2016 and 2015, respectively.

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, 2017, and is
renewable thereafter by mutual consent. Payments under this agreement were $16,168 and
$13,383 for the years ended June 30, 2016 and 2015, respectively.



FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 5- NOTES PAYABLE

Notes payable at June 30, 2016 and 2015 consisted of the following:

2016 2015
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 $ 29,772 $ 41,558
Unsecured note payable to EIma Schafer, payable $1,476
monthly including interest at 4.0% per annum, maturing in
July 2017 17,336 33,994
Unsecured note payable to LaVonna Risk, payable $1,476
monthly including interest at 4.0% per annum, maturing in
July 2017 17,336 33,994
64,444 109,546
Less: current portion (47,027) (42,271)
Long-term portion $ 17,417 $ 67,275

The notes payable to Elma Schafer and LaVonna Risk were initially due in 2014, but were
extended through July 1, 2017 with payments commencing in August 2014. Both notes are with
persons related to a board member and to the former school leader.

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

2017 $ 47,027
2018 12,956
2019 4,461

$ 64,444

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.



FRIENDS OF CANAAN, INC.
d/b/a CANAAN COMMUNITY ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 6 — RISKS AND UNCERTAINTIES (Continued)
Financial instruments that potentially subject the School to concentrations of credit risk consist
principally of receivables from the State of Indiana. At June 30, 2016 and 2015, 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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Independent Auditors’ Report

The Board of Directors
Community Montessori, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Community Montessori, Inc., which
comprise the statements of financial position as of June 30, 2016 and 2015, 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
Avon Office | 5151 E. U.S. HWY 36 Avon, IN 46123 | 317.745.6411
Indianapolis Office | 9245 North Meridian Street, Ste. 302 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 Community Montessori, Inc. as of June 30, 2016 and 2015, 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

Indianapolis, Indiana
September 13, 2016



COMMUNITY MONTESSORI, INC.
STATEMENTS OF FINANCIAL POSITION

CURRENT ASSETS
Cash and cash equivalents
Bank certificate of deposit
Accounts receivable, net of allowance
Grants receivable
Prepaid expenses

Total current assets

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

Property and equipment, net

TOTAL ASSETS

CURRENT LIABILITIES
Current portion of notes payable
Accounts payable and accrued expenses
Deferred revenue

Total current liabilities

LONG-TERM LIABILITIES
Notes payable, net of current portion

Total liabilities

NET ASSETS
Unrestricted
Temporarily restricted

Total net assets

TOTAL LIABILITIES AND NET ASSETS

June 30, 2016 and 2015

ASSETS

LIABILITIES AND NET ASSETS

2016 2015

$ 2531809 $ 2182545
226,882 225,748
11,725 14,443

3,342 10,577

22,291 21,280
2,796,139 2,454,593
150,296 150,296
11,390,788 11,371,326
175,982 175,982
(2,755,733) (2,463,003)
8,961,333 9,234,601

$ 11,757,472  $ 11,689,194
$ 214195 $ 516,383
269,291 274,908
165,113 176,432
648,599 967,723
6,129,866 6,349,415
6,778,465 7,317,138
4,971,306 4,359,025
7,701 13,031
4,979,007 4,372,056

$ 11757472  $ 11,689,194

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

3



REVENUE AND SUPPORT
State education support
Program fees
Grant revenue
Student fees
Contributions
Fundraising
Interest
Other
Net assets released from restrictions

Total revenue and support

EXPENSES
Program services
Management and general
Fundraising
Total expenses

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

COMMUNITY MONTESSORI, INC.
STATEMENTS OF ACTIVITIES AND CHANGE IN NET ASSETS
For the Years Ended June 30, 2016 and 2015

2016 2015
Temporarily Temporarily
Unrestricted Restricted Total Unrestricted Restricted Total
$ 3,444,292 $ - $ 3,444,292 $ 3,351,092 $ - $ 3,351,092
483,712 - 483,712 340,648 - 340,648
123,728 - 123,728 139,055 - 139,055
143,450 - 143,450 145,077 - 145,077
25,479 1,296 26,775 10,894 11,396 22,290
55,454 - 55,454 44,998 - 44,998
6,626 - 6,626 7,561 - 7,561
15,502 - 15,502 17,035 - 17,035
6,626 (6,626) - 8,548 (8,548) -
4,304,869 (5,330) 4,299,539 4,064,908 2,848 4,067,756
3,103,321 - 3,103,321 3,013,326 - 3,013,326
532,817 - 532,817 525,730 - 525,730
56,450 - 56,450 35,890 - 35,890
3,692,588 - 3,692,588 3,574,946 - 3,574,946
612,281 (5,330) 606,951 489,962 2,848 492,810
4,359,025 13,031 4,372,056 3,869,063 10,183 3,879,246
$ 4,971,306 $ 7,701 $ 4,979,007 $ 4,359,025 $ 13,031 $ 4,372,056

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

Employee benefits

Staff development and recruitment
Professional services

Program expenses

Dues, licenses and subscriptions
Advertising

Travel

Information technology

Minor equipment

Supplies

Occupancy

Depreciation

Interest

Insurance

Fundraising

Other

Total functional expenses

COMMUNITY MONTESSORI, INC.
STATEMENTS OF FUNCTIONAL EXPENSES
For the Years Ended June 30, 2016 and 2015

2016 2015
Program Management Program Management
Services and General Fundraising Total Services and General Fundraising Total

$ 1,726,254 $ 291,734 $ - $ 2,017,988 $ 1,589,939 $ 280,729 $ - $ 1,870,668
395,863 57,495 - 453,358 382,418 59,673 - 442,091
27,934 - - 27,934 23,321 - - 23,321
65,112 9,476 - 74,588 62,565 17,243 - 79,808
56,927 - - 56,927 58,444 - - 58,444

- 101,990 - 101,990 - 91,412 - 91,412

- 3,530 - 3,530 - 3,061 - 3,061

- 2,552 - 2,552 - 2,732 - 2,732

81,532 - - 81,532 58,467 11,739 - 70,206
11,528 - - 11,528 38,965 - - 38,965
67,456 12,927 - 80,383 85,101 8,417 - 93,518
155,488 - - 155,488 174,890 - - 174,890
292,730 - - 292,730 285,908 - - 285,908
222,497 - - 222,497 253,308 - - 253,308

- 27,408 - 27,408 - 26,514 - 26,514

- - 56,450 56,450 - - 35,890 35,890

- 25,705 - 25,705 - 24,210 - 24,210

$ 3,103,321 $ 532,817 $ 56,450 $ 3,692,588 $ 3,013,326 $ 525,730 $ 35,890 $ 3,574,946

See independent auditors' report and accompanying notes to the financial statements.
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COMMUNITY MONTESSORI, INC.
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2016 and 2015

OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets

to net cash flows provided by operating activities:

Depreciation

Change in certain assets and liabilities:
Accounts receivable
Grants receivable
Prepaid expenses
Accounts payable and accrued expenses
Deferred revenue

Net cash provided by operating activities

INVESTING ACTIVITIES
Purchases of property and equipment
Additions to bank certificate of deposit

Net cash used by investing activities

FINANCING ACTIVITIES
Principal repayment of notes payable

NET CHANGE IN CASH

CASH, BEGINNING OF YEAR

CASH, END OF YEAR

SUPPLEMENTAL INFORMATION
Cash paid for interest

2016 2015
$ 606,951 492,810
292,730 285,908
2,718 217
7,235 4,382
(1,011) (2,995)
(5,617) 26,224
(11,319) 28,221
891,687 834,767
(19,462) (187,337)
(1,134) (1,126)
(20,596) (188,463)
(521,737) (717,936)
349,354 (71,632)
2,182,545 2,254,177
$ 2,531,899 2,182,545
$ 231,933 255,227

See independent auditors' report and accompanying notes to the financial statements.
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COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General — Community Montessori, Inc. (the "School™) is a public benefit not-for-profit
organization incorporated under the laws of the State of Indiana. The School operates a public
charter school established under Indiana Code 20-24 and sponsored by Ball State University. The
School also provides an early childhood education program for children ages three and four on a
fee basis. For 2015-2016 school year, the School served approximately 615 students in preschool
through high school.

Accounting Estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Actual results
could differ from those estimates.

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

Program fees and materials and supplies fees are paid by families based on the number of children
enrolled, and are recognized in the academic school year to which the payments pertain.

A portion of the School’s revenue is the product of cost reimbursement grants. Accordingly, the
School recognizes revenue under these grants in the amount of costs and expenses at the time they
are incurred.

Accounts Receivable — Accounts receivable relate primarily to activities funded under grants and
legislation enacted by the State of Indiana. The School believes that it is operating in compliance
with regulatory requirements and as such no allowance for doubtful account is deemed necessary
with regard to such receivables. Other receivables are reviewed for collectability on an annual
basis. The accompanying financial statements reflect an allowance for doubtful accounts of
$15,203 and $5,790 as of June 30, 2016 and 2015, respectively, relating to program fees.

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

Cash and Cash Equivalents — Cash and cash equivalents consist of cash held in bank accounts and
short-term, highly liquid investments with original maturities of three months or less.




COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Deferred Income — Deferred income consists of early education program fee deposits and
materials and supplies fee deposits received as part of the enrollment process for the subsequent
academic school year.

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
$5,000 are charged to expense as incurred.

Depreciation is provided over the estimated useful lives of the respective assets using the straight-
line method. The estimated useful lives generally are as follows:

Buildings and improvements 40 years
Furniture and equipment 3to 7 years

Taxes on Income — Community Montessori, Inc. has received a determination from the U.S.
Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) of the
Internal Revenue Code as a tax-exempt organization; however, the School would be subject to tax
on income unrelated to its exempt purpose. For the years ended June 30, 2016 and 2015, no
accounting for federal and state income taxes was required to be included in the accompanying
financial statements.

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

Subsequent Events — The School evaluated subsequent events through September 13, 2016 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. One subsequent event was identified, and is further discussed in
Note 10.




COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 2 - LEGISLATIVE FUNDING CHANGES

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

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

Repayment of Common School Fund loans $ 733,133
Repayment of accrued interest on Common School Fund loans 128,764
$ __ 861,807

The School believes that it has been adversely affected by the legislative changes relating to the
elimination of funding, and is pursuing relief through its elected representatives and the Indiana
Department of Education. The prospect for success is unknown as of June 30, 2016. The School
continues to carry a receivable of $1,477,941 relating to the funding reduction, offset by a
collectability allowance in the same amount.



COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 3-NOTES PAYABLE

Notes payable as of June 30, 2016 and 2015 consisted of the following:

2016 2015

Note payable to Stock Yards Bank & Trust, payable
$26,716 monthly, including interest at 2.77% per
annum, refinanced in July 2016 $ 2,541,280 $ 2,778,906
Note payable to Stock Yards Bank & Trust, payable
$13,088 monthly, including interest at 5.75% per
annum, refinanced in July 2016 344,759 476,849
Note payable to Main Source Bank, payable $23,592
monthly, including interest at 3.7% per annum,
refinanced in July 2016 3,458,022 3,610,043

6,344,061 6,865,798
Less: current portion (214,195) (516,383)
Long-term portion $ 6,129,866 $ 6,349,415

The notes payable to Stock Yards Bank & Trust and Main Source Bank were the result of
Economic Development Revenue Bonds issued by the Town of Sellersburg, Indiana. These notes
were secured by first and second mortgages on the land and building as well as a security interest
in all fixtures, equipment and machinery installed therein. In addition, the Charter School
Development Corporation, an unrelated not-for-profit organization, pledged certificates of deposit
as additional collateral.

The notes payable to Stock Yards Bank & Trust and Main Source Bank were refinanced during
July 2016 with two notes payable to German American Bancorp. The School incurred $28,518 of
fees and costs related to the refinancing, which are included in the balance of the notes below.
The terms of the refinanced notes are as follows:

f Note 1 - $6,022,579, payable in monthly installments of $33,498, including
interest at 2.99% per annum, maturing in July 2036

f Note 2 - $350,000, payable in monthly installments of $2,108, including interest
at 3.875% per annum, maturing July 2036

These notes are the result of Economic Development Revenue Bonds issued by the Town of
Utica, Indiana, and are secured by first and second mortgages on the land and building. The
interest rates on these loans reset at periodic intervals based on current U.S. Treasury Bond yields.

The loan agreements contain certain covenants that limit the School’s ability to create liens, incur
indebtedness or guarantees, purchase or dispose of assets, or change the nature of the business.
The agreements also contain financial maintenance covenants establishing a minimum debt
service coverage ratio. The School met the minimum debt service coverage ratio in each of the
years ended June 30, 2016 and 2015.
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COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 3- NOTES PAYABLE, Continued

Principal maturities of German American Bancorp notes payable are scheduled as follows for the
years ending June 30:

2017 $ 214,195
2018 240,905
2019 248,423
2020 256,177
2021 264,174
Thereafter 5,148,705
$ _ 6372579

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. Temporarily restricted
net assets as of June 30, 2016 and 2015 were available for the following purposes:

2016 2015
Community activities $ 1,484 $ 1,484
Infant/toddler program - 4,808
Scholarships 4,575 5,075
Teen support group 1,642 1,664
$ 7,701 $ 13,031

During 2016 and 2015, net assets of $6,626 and $8,548, respectively, were released from
restriction by incurring expenses satisfying the restricted purposes or due to the passage of time.

NOTE 5- COMMITMENTS AND CONTINGENCIES

The School operates under a charter granted by Ball State University. As the sponsoring
organization, Ball State University exercises certain oversight responsibilities. Under this charter,
the School has agreed to pay to Ball State University an annual administrative fee equal to 3% of
state tuition support received. The charter remains in effect until June 30, 2017, and is renewable
thereafter by mutual consent. Expense under this agreement was $80,950 and $71,316 for the
years ended June 30, 2016 and 2015, respectively.
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COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 6 - RELATED PARTY TRANSACTIONS

The School purchased various supplies from a company whose owner is related to a management
employee of the School. Total purchases for the years ended June 30, 2016 and 2015 were
$17,663 and $15,052, respectively. At June 30, 2016, there was no balance owed to this vendor.
At June 30, 2015 there was a balance owed to this vendor of $1,017.

NOTE 7 - 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, 2016 and 2015, 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, 2015 (the latest year
reported), TRF was more than 80% funded.

All other non-teaching employees were eligible for PERF. The contribution to PERF for other
employees was 9.75% from January 1, 2014 until December 31, 2014, and 11.2% thereafter.
Effective in fiscal year 2015, newly-hired non-teaching personnel are enrolled in a defined
contribution Section 403(b) plan in lieu of PERF. Teaching personnel can also opt to participate
in the 403(b) plan in lieu of TRF. Under the 403(b) plan, the School will match an employee’s
contributions up to 3% of compensation, which can be higher based on years of service. Effective
October 2015 the school withdrew from PERF. Substantially all full-time employees are eligible
to participate in a retirement plan. Retirement plan expense under all plans was $106,918 and
$97,419 for the years ended June 30, 2016 and 2015, respectively.

NOTE 8 — RISKS AND UNCERTAINTIES

The School provides educational instruction services to families residing in Floyd and
surrounding counties in Indiana, and is subject to the risks of economic and competitive forces at
work within this geographic area.

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

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

principally of receivables from the State of Indiana. In addition, deposits maintained at German
American Bancorp generally exceed the FDIC insurance limit.
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COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 9 - FUNCTIONAL EXPENSE REPORTING

The costs of providing the educational activities have been summarized on a functional basis in
the statements of activities. Accordingly, certain expenses have been allocated between program
and management services.

NOTE 10 - SUBSEQUENT EVENTS

On July 13, 2016, the School refinanced its notes payable held by Stock Yards Bank & Trust and
Main Source Bank with new notes payable to German American Bancorp. These notes are the
result of Economic Development Revenue Bonds issued by the Town of Utica, Indiana. As a
result of this event, the accrued interest balance at June 30, 2016 was adjusted to the balance paid
at the closing of the new notes and the principal maturities in the notes reflect the maturities due
under the payment schedules of the new notes.
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The Board of Directors
Duneland Charter School, Inc.

We have audited the financial statements of Duneland Charter School, Inc. d/b/a Discovery Charter
School (the “School”) as of and for the year ended June 30, 2016 and have issued our report thereon
dated November 4, 2014. 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
November 4, 2016
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DUNELAND CHARTER SCHOOL, INC.

d/b/a DISCOVERY CHARTER SCHOOL
PORTER COUNTY, INDIANA
Audit Results and Comments
July 1, 2015 to June 30, 2016

FINANCIAL REPORTING

Our examination of the semi-annual financial report to the Indiana Department of Education
(Form 9) for the period January 1, 2016 to June 30, 2016 revealed that the June 30, 2016 cash
balance did not reflect the balance as reported on the books and records. The balance reported
on Form 9 was lower than the general ledger balance by $1,626,103, and the cash balances for
various federal grant funds did not reflect accurate balances at June 30, 2016.

Charter schools are required to submit a Form 9 Biannual Financial Report two times per year
during the months of January and July. The financial information in the Form 9 shall reflect
cash basis information. The January report must include previous calendar year financial and
other required information for the period July 1 to December 31 financial data. The July report
must include current calendar year financial and other required information for the period
January 1 to June 30. (Accounting and Uniform Compliance Guidelines Manual for Indiana
Charter Schools, Part 9)

The charter school’s accounting system must facilitate the preparation of the periodic financial
reports for administrative review and the required year-end financial statements. (Accounting
and Uniform Compliance Guidelines Manual for Indiana Charter Schools, Part 8)



DUNELAND CHARTER SCHOOL, INC.

d/b/a DISCOVERY CHARTER SCHOOL
PORTER COUNTY, INDIANA
Exit Conference
July 1, 2015 to June 30, 2016

The contents of this report were discussed on November 7, 2016 with Ernesto Martinez (School
Director) and Allan Gabriele (School Treasurer). The Official Response has been made a part of this
report and may be found on page 5.
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Independent Auditors’ Report

The Board of Directors
Duneland Charter School, Inc.

We have audited the accompanying financial statements of Duneland Charter School, Inc. d/b/a
Discovery Charter School, which comprise the statement of financial position as of June 30, 2016,
and the related statements of activities and change in net assets, functional expenses, and cash flows
for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

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

www.cpadonovan.com
Avon Office | 5151 E. U.S. HWY 36 Avon, IN 46123 |317.745.6411
Indianapolis Office | 9245 North Meridian Street, Ste. 302 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 Duneland Charter School, Inc. as of June 30, 2016, its change in its net assets,
functional expenses, and cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matter
The financial statements of Duneland Charter School, Inc. d/b/a Discovery Charter School for the
year ended June 30, 2015, were audited by another auditor who expressed an unmodified opinion on

those statements on November 20, 2015.

DONOVAN

November 4, 2016
Indianapolis, Indiana



DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL

STATEMENTS OF FINANCIAL POSITION

CURRENT ASSETS
Cash
Accounts receivable:
Grants
Other
Prepaid expenses

Total current assets

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

Property and equipment, net

OTHER ASSETS
Cash - restricted for debt service
Cash - restricted for construction
Debt issuance costs, net of amortization
Security deposits

Total other assets

TOTAL ASSETS

CURRENT LIABILITIES
Current portion of notes payable
Current portion of capital lease obligation
Accounts payable and accrued expenses

Total current liabilities

LONG-TERM LIABILITIES
Notes payable, net of current portion

Total liabilities

NET ASSETS, UNRESTRICTED

TOTAL LIABILITIES AND NET ASSETS

June 30, 2016 and 2015

ASSETS

LIABILITIES AND NET ASSETS

2016 2015

$ 636,273 84,528
11,992 11,023
1,081 -
22,507 2,455
671,853 98,006
408,188 58,052
3,805,534 414,968
779,576 740,698
94,956 70,163
(660,674) (530,615)
4,427,580 753,266
679,261 -
2,153,345 -
356,028 -
12,990 43,620
3,201,624 43,620
$ 8,301,057 894,892
$ 58750 197,629
- 34,569

192,642 197,174
251,392 429,372
7,586,250 169,056
7,837,642 598,428
463,415 296,464

$ 8,301,057 894,892

See independent auditors' report and accompanying notes to the financial statements
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DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL

STATEMENTS OF ACTIVITIES AND CHANGE IN NET ASSETS

For the Years Ended June 30, 2016 and 2015

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

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

2016 2015
$ 2843945 $ 2713765
633,159 358,895
114,230 112,749
1,149 3,885

1,078 -
26,557 30,191
3,620,118 3,219,485
2,590,545 2,516,455
862,622 652,689
3,453,167 3,169,144
166,951 50,341
296,464 246,123

$ 463415  $ 296,464

See independent auditors' report and accompanying notes to the financial statements
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DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL

STATEMENTS OF FUNCTIONAL EXPENSES
For the Years Ended June 30, 2016 and 2015

2016 2015
Program Management Program Management
Services and General Total Services and General Total
FUNCTIONAL EXPENSES

Salaries and wages $ 1,425,506 $ 232,423 $ 1,657,929 $ 1,318,186 $ 229,025 $ 1,547,211
Employee benefits 412,486 57,073 469,559 371,268 57,354 428,622
Staff development 4,938 - 4,938 7,136 - 7,136
Professional services 126,504 22,398 148,902 150,410 17,543 167,953
Repairs and maintenance 56,219 - 56,219 7,357 - 7,357
Authorizer oversight fees - 75,101 75,101 - 65,262 65,262
Academic services - 170,637 170,637 - 217,101 217,101
Food services 69,736 - 69,736 69,572 - 69,572
Transportation services 73,022 - 73,022 29,180 - 29,180
Travel 4,744 327 5,071 38,426 - 38,426
Equipment 16,339 3,614 19,953 13,459 - 13,459
Classroom, kitchen, and office supplies 39,146 28,531 67,677 28,501 24,335 52,836
Occupancy 212,955 - 212,955 321,452 - 321,452
Information technology 12,756 4,769 17,525 16,520 3,789 20,309
Depreciation 130,060 - 130,060 144,190 - 144,190
Amortization 6,034 - 6,034 - - -
Interest - 229,526 229,526 - 9,107 9,107
Insurance - 34,058 34,058 - 22,714 22,714
Other 100 4,165 4,265 798 6,459 7,257

Total functional expenses $ 2,590,545 $ 862,622 $ 3,453,167 $ 2,516,455 $ 652,689 $ 3,169,144

See independent auditors' report and accompanying notes to the financial statements
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DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL

STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2016 and 2015

2016 2015
OPERATING ACTIVITIES
Change in net assets $ 166,951 50,341
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation 130,060 144,190
Amortization 6,034 -
Changes in certain assets and liabilities:
Accounts receivable (2,050) 13,885
Prepaid expenses (20,052) (481)
Security deposits 30,630 -
Accounts payable and accrued expenses (4,533) 8,726
Net cash provided by operating activities 307,040 216,661
INVESTING ACTIVITIES
Purchases of property and equipment (3,804,374) (56,919)
FINANCING ACTIVITIES
Proceeds from notes payable 7,645,000 56,527
Principal payments on notes payable (366,685) (153,039)
Principal payments on capital lease obligation (34,569) (35,959)
Increase in cash restricted for debt service (679,261) -
Increase in cash restricted for construction (2,153,345) -
Increase in debt issuance costs (362,061) -
Net cash provided by (used in) financing activities 4,049,079 (132,471)
NET CHANGE IN CASH 551,745 27,271
CASH, BEGINNING OF YEAR 84,528 57,257
CASH, END OF YEAR $ 636,273 84,528
SUPPLEMENTAL INFORMATION
Cash paid for interest $ 229,526 9,107
Property acquired under a capital lease obligation - 68,006

See independent auditors' report and accompanying notes to the financial statements
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DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL

NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General — Duneland Charter School, Inc. d/b/a Discovery Charter School (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 eight and is sponsored by Ball State University.

Accounting Estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Actual results
could differ from those estimates.

Accounts Receivable — Accounts receivable relate primarily to activities funded under federal
programs. 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 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.

Taxes on Income — The School has received a determination from the U.S. Treasury Department
stating that it qualifies under the provisions of Section 501(c)(3) of the Internal Revenue Code as
a tax-exempt organization; however, the School would be subject to tax on income unrelated to its
tax-exempt purpose. For the year ended June 30, 2016 and 2015, 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 ended after 2012 are open to audit for both federal and state purposes.



DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL

NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

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 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 39 years
Furniture and equipment 3 -7 years
Textbooks 5 years

Debt Issuance Costs — During 2016, the School incurred costs associated with securing financing
under the Indiana Finance Authority Education Facilities Revenue Bond. These costs have been
deferred and are being amortized over the term of the bond (30 years) using the straight-line
method. Amortization expense for the year ended June 30, 2016 is $6,034.

Reclassifications — Certain amounts in the statement of functional expenses for the year ended
June 30, 2015 have been reclassified to conform to the groupings in the 2016 statement of
functional expenses. Total expenses for 2015 have not changed.

Subsequent Events — The School evaluated subsequent events through November 4, 2016, 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. No such events were found to have occurred.




DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL

NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 2 - NOTES PAYABLE

Notes payable at June 30, 2016 and 2015 were comprised of:

Indiana Finance Authority Educational Facilities
Revenue Bond, Series 2015A with an original amount
of $7,230,000. The principal amount was reduced by
$760,000 using financing from the State of Indiana.
The loan principal is payable in annual installments that
increase from $155,000 to $580,000 from December
2026 to December 2045. Interest payments are made
semi-annually at a rate of 7.25% in accordance with the

bond agreement.

The bond obligation is secured by

land, buildings, and improvements. $ 6,470,000

Note payable to the Indiana Common School Fund with
an original amount of $1,175,000. The note requires
semi-annual payments of $58,750 plus interest at 1%
per annum from January 2017 to July 2026 1,175,000

Five separate notes payable to different entities, repaid

during 2016 with proceeds from the above notes

366,685

7,645,000

Less: current portion (58,750)

366,685
(197,629)

Long-term portion $ 7,586,250

169,056

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

2017 $ 58,750
2018 117,500
2019 117,500
2020 117,500
2021 117,500
Thereafter 7,116,250
$__ 7,645,000



DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL

NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 3 - 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, 2016, 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, 2015 (the latest year reported),
TRF and PERF were more than 80% funded. Retirement plan expenses totaled $132,678 and
$119,992 during the years ended June 30, 2016 and 2015, respectively.

The School also maintains a Section 403(b) retirement plan with American Quality Schools, Inc.
Employees may contribute up to 100% of their compensation provided they are at least 18 years
of age and have at least 30 days of employment. There is no provision for an employer match.

NOTE 4 - 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.

NOTE 5- COMMITMENTS

The School operates under a charter granted by Ball State University. As the sponsoring
organization, Ball State University exercises certain oversight responsibilities. Under this charter,
the School has agreed to pay to Ball State University an annual administrative fee equal to 3% of
state tuition support. Payments under this charter agreement were $75,101 and $65,262 for the
years ended June 30, 2016 and 2015, respectively. The charter remains in effect until June 30,
2020, and is renewable thereafter by mutual consent.

The School contracted with American Quality Schools, a not-for-profit organization incorporated
in the State of lIllinois, to provide management, administrative and educational programming
services. Under the terms of the agreement, the School has agreed to pay an amount equal to 6%
of revenues, as defined, for such services. The contract commenced December 1, 2008 and
expired on June 30, 2016. Fees incurred under the contract totaled $170,637 and $217,101 for the
years ended June 30, 2016 and 2015, respectively. Subsequent to June 30, 2016, the School has
terminated its contract with American Quality Schools and has begun performing these services
internally.
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DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL

NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 5- COMMITMENTS, Continued

In 2016, the School purchased the building it had previously leased, and committed to a
construction project on the building with a total cost of $2,300,000. As of June 30, 2016,
approximately $662,000 in costs on the project had been incurred. The entire project is
prefunded, with all necessary cash to complete the project held in escrow at The Huntington
National Bank in Indianapolis, Indiana and released directly to the project’s contractor upon
meeting agreed-upon construction milestones.

NOTE 6 — RISKS AND UNCERTAINTIES

The School provides educational instruction services to families residing in Porter and
surrounding counties in Indiana, and is subject to the risks of economic and competitive forces at
work within this geographic area.

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

Financial instruments that potentially subject the School to concentrations of credit risk consist
principally of receivables from the State of Indiana. At June 30, 2016 and 2015, substantially all
of the receivable balance was due from the State of Indiana. In addition, bank deposits are
maintained at Chase Bank, and are insured up to the FDIC insurance limit.
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DUNELAND CHARTER SCHOOL, INC.
d/b/a DISCOVERY CHARTER SCHOOL
OTHER REPORT
For the Year Ended June 30, 2016

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

Supplemental Audit Report of Duneland Charter School, Inc.
d/b/a Discovery Charter School

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

The Board of Directors
East Chicago Urban Enterprise Academy, Inc.

We have audited the accompanying financial statements of East Chicago Urban Enterprise Academy,
Inc., which comprise the statements of financial position as of June 30, 2016 and 2015, 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 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.CpadOHOVEII‘I.COITl
Avon Office | 5151 E. U.S. HWY 36 Avon, IN 46123 |317.745.6411
Indianapolis Office | 9245 North Meridian Street, Ste. 302 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 East Chicago Urban Enterprise Academy, Inc. as of June 30, 2016 and 2015, 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.

Emphasis of Matter

As discussed in Note 7 to the financial statements, East Chicago Urban Enterprise Academy, Inc. was
delinquent in filing its Internal Revenue Service Forms 990 for tax years 2008 through 2013. These
delinquent filings carry potentially significant penalties. Additionally, the School was notified by the
IRS of the loss of its tax-exempt status as a result of these late filings. The School has begun the
process of reapplying for tax-exempt status. Our opinion is not modified with respect to this matter.

DONOVAN

Indianapolis, Indiana
December 14, 2016



EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.

STATEMENTS OF FINANCIAL POSITION
June 30, 2016 and 2015

CURRENT ASSETS
Cash
Accounts receivable:
Grants
Other
Prepaid expenses

Total current assets
PROPERTY AND EQUIPMENT
Buildings and improvements
Furniture and equipment
Less: accumulated depreciation

Property and equipment, net

OTHER ASSETS
Security deposit

TOTAL ASSETS

CURRENT LIABILITIES
Current portion of notes payable
Current portion of capital lease obligation
Accounts payable and accrued expenses

Total current liabilities

LONG-TERM LIABILITIES
Notes payable, net of current portion

Total liabilities

NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

ASSETS

LIABILITIES AND NET ASSETS

2016 2015
$ 387171 $ 174,879
34,172 95,394
4,736 1,196
- 32,435
426,079 303,904
2,356,038 2,356,038
628,804 628,804
(1,228,432) (1,134,703)
1,756,410 1,850,139
7,803 7,803
$ 2,190,292 $ 2,161,846
$ 1113120  $ 1,179,727
- 7,564
169,243 251,293
1,282,363 1,438,584
404,768 544,821
1,687,131 1,983,405
503,161 178,441
$ 2,190,292 $ 2,161,846

See independent auditors' report and accompanying notes to the financial statements
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EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.

STATEMENTS OF ACTIVITIES AND CHANGE IN NET ASSETS (DEFICIT)
For the Years Ended June 30, 2016 and 2015

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

Total revenue and support
EXPENSES
Program services
Management and general
Total expenses
CHANGE IN NET ASSETS

NET ASSETS (DEFICIT), BEGINNING OF YEAR

NET ASSETS, END OF YEAR

2016 2015
$ 2929782 $ 3,080,003
904,167 668,761
24,361 21,972
13,457 14,875
16 6,652
15,967 26,361
1,441 5,553
3,889,191 3,824,177
2,850,935 2,956,912
713,536 666,245
3,564,471 3,623,157
324,720 201,020
178,441 (22,579)
$ 503161 $ 178441

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

Total functional expenses

EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.

STATEMENTS OF FUNCTIONAL EXPENSES

For the Years Ended June 30, 2016 and 2015

2016
Program Management
Services and General Total
$ 1,395,028 $ 184,318 $ 1,579,346
394,991 66,203 461,194
56,512 34,761 91,273
93,729 - 93,729
75,638 21,942 97,580
242,850 - 242,850
- 18,827 18,827
407,438 8,139 415,577
- 62,882 62,882
- 234,383 234,383
63,532 3,906 67,438
12,838 - 12,838
15,313 - 15,313
- 59,843 59,843
30,968 3,843 34,811
5,800 - 5,800
56,298 14,489 70,787
$ 2,850,935 $ 713,536 $ 3,564,471

2015
Program Management
Services and General Total
$ 1,541,748 $ 161,577 $ 1,703,325
373,415 54,765 428,180
119,517 6,188 125,705
112,757 - 112,757
89,747 10,847 100,594
231,338 - 231,338
- 18,762 18,762
386,650 12,362 399,012
- 58,184 58,184
- 246,400 246,400
15,610 3,417 19,027
5,619 - 5,619
18,131 - 18,131
- 75,776 75,776
21,965 1,698 23,663
11,733 - 11,733
28,682 16,269 44,951
$ 2,956,912 $ 666,245 $ 3,623,157

See independent auditors' report and accompany notes to the financial statements
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EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2016 and 2015

2016 2015
OPERATING ACTIVITIES
Change in net assets $ 324,720 $ 201,020
Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Depreciation 93,729 112,757
Change in certain assets and liabilities:
Accounts receivable 57,682 (96,590)
Prepaid expenses 32,435 (21,168)
Accounts payable and accrued expenses (82,050) (33,890)
Net cash provided by operating activities 426,516 162,129

INVESTING ACTIVITIES
Purchases of property and equipment - (14,536)

FINANCING ACTIVITIES

Principal reduction of capital lease obligation (7,564) (17,148)
Principal payments on notes payable (206,660) (212,763)
Net cash used by financing activities (214,224) (229,911)
NET CHANGE IN CASH 212,292 (82,318)
CASH, BEGINNING OF YEAR 174,879 257,197
CASH, END OF YEAR $ 387,171 $ 174,879

SUPPLEMENTAL INFORMATION
Cash paid for interest $ 59,843 $ 75,776

See independent auditors' report and accompanying notes to the financial statements
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EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General — East Chicago Urban Enterprise Academy, Inc. (the "School") is a public benefit not-
for-profit organization incorporated under the laws of the State of Indiana. The School operates a
public charter school established under Indiana Code 20-24 serving grades kindergarten through
eighth and is sponsored by Ball State University.

Accounting Estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Actual results
could differ from those estimates.

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

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

Taxes on Income — East Chicago Urban Enterprise Academy, Inc. has received a determination
from the U.S. Treasury Department stating that it qualifies under the provisions of Section
501(c)(3) of the Internal Revenue Code as a tax-exempt organization; however, the School would
be subject to tax on income unrelated to its tax-exempt purpose. As disclosed in Note 7, the
School was delinquent in filing its required IRS Forms 990 for tax years 2008 through 2013.
These late filings impacted the School’s tax-exempt status and could carry significant penalties
from the IRS. For the years ended June 30, 2016 and 2015, no accounting for federal and state
income taxes was 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 ended after 2012 are open to audit for both federal and state purposes.



EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

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
$1,000 are charged to expense as incurred.

Depreciation is provided over the estimated useful lives of the respective assets using the straight-
line method. The estimated useful lives generally are as follows:

Buildings and improvements 15 to 39 years
Furniture and equipment 3to 7 years

Subsequent Events — The School evaluated subsequent events through December 14, 2016, 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 - NOTES PAYABLE

Notes payable consisted of the following at June 30:

2016 2015

Line of credit agreement, payable in monthly
installments of $11,267 including interest at
1.0% per annum through July 2020, secured by
all business assets $ 535,110 $ 663,162
Mortgage loan payable to Peoples Bank, payable
in monthly installments of $10,425 including
interest at a variable interest rate of 3% plus the
1-year Treasury bill rate per annum, adjustable
annually, (3.45% at June 30, 2016) through April
2016, secured by a mortgage on School facilities
and all business assets 982,778 1,061,386

1,517,888 1,724,548
Less: current maturities (1,113,120) (1,179,727)
Long-term portion $ 404,768 $ 544,821

Subsequent to the School’s fiscal year end, People’s Bank renewed the mortgage loan payable.
The balance due as of June 30, 2016 of $982,778 will be amortized over ten years, at a fixed rate
of 4.75% for the first five years, and adjusted once to market rate to remain in effect for the
remainder of the loan. As of the date of this report, the loan renewal was in process and had not
yet been executed. For this reason, the entire balance of the note payable is reflected as current.



EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 2 - NOTES PAYABLE, Continued

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

2017 $ 1,113,120
2018 131,652
2019 132,974
2020 134,310
2021 5,832
Total $ 1,517,888

NOTE 3 - LEASES
The School leased equipment under a capital lease. The lease was paid in full during 2016.
The School leases its building and modular classrooms under operating leases. Total expense
under these operating leases for June 30, 2016 and 2015 was $262,023 and $223,519,

respectively.

Minimum future rental payments as of June 30, 2016 for all operating leases with initial, non-
cancellable lease terms in excess of one year are as follows for the years ending June 30:

2017 $ 232,918
2018 239,215
2019 247,384
2020 20,672

NOTE 4 - RETIREMENT PLANS

Retirement benefits for School employees are provided by the Indiana State Teachers’ Retirement
Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund (“PERF”), both of which are
cost-sharing multiple-employer defined benefit retirement plans governed by the State of Indiana
and administered by the Indiana Public Retirement System (“INPRS”) Board. Contribution
requirements of plan members are established by the INPRS Board. Under the plans, the School
contributes 7.5% of compensation for teaching faculty to TRF and 9.75% of compensation for
other employees of PERF. Substantially all full-time employees are eligible to participate.
Retirement plan expense was $138,934 and $118,178 for the years ended June 30, 2016 and 2015,
respectively.



EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 5 - COMMITMENTS

The School operates under a charter granted by Ball State University. As the sponsoring
organization, Ball State University exercises certain oversight responsibilities. Under this charter,
the School has agreed to pay to Ball State University an annual administrative fee equal to 3% of
state tuition support received. Payments under this charter agreement were $62,882 and $58,184
for the years ended June 30, 2016 and 2015, respectively. The charter will remain in effect until
June 30, 2021 and is renewable thereafter by mutual consent.

The School contracted with American Quality Schools, a for-profit organization incorporated in
the State of Illinois, to provide management, administrative and educational programming
services. Under the terms of the agreement, the School had agreed to pay an amount equal to 6%
of revenues, as defined, for such services. The contract commenced July 1, 2014 and expired
June 30, 2016. Payments under this contract were $234,383 and $246,400 for the years ended
June 30, 2016 and 2015, respectively. The contract with American Quality Schools was not
renewed.

NOTE 6 - RISKS AND UNCERTAINTIES

The School provides educational instruction services to families residing in Lake and surrounding
counties in Indiana, and is subject to the risks of economic and competitive forces at work within
this geographic area.

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

Financial instruments that potentially subject the School to concentrations of credit risk consist
principally of receivables from the State of Indiana. At June 30, 2016 and 2015, substantially all
of the receivable balance was due from the State of Indiana. In addition, bank deposits are
maintained primarily at Peoples Bank, and are insured up to the FDIC insurance limit.

NOTE 7 - LATE FILING OF IRS FORMS 990

The School was delinquent in filing its required IRS Forms 990 for tax years 2008 through 2013
(fiscal years 2009 through 2014). Each delinquent filing carries a potential maximum penalty of
$50,000 for a total maximum penalty of $300,000. In addition to any potential penalty, the
School had its tax-exempt status revoked in 2016 for failing to file its Forms 990 for three
consecutive years.

As of May 2016, the School has filed all required Forms 990 for tax years 2008 through 2014 and
has begun the process of seeking abatement for any penalties and reinstatement of its 501(c)(3)
tax-exempt status. As of the date of the audit report, no penalty could be reasonably estimated
nor does the School anticipate a permanent loss of its tax-exempt status. The financial statements
do not include any allocation for IRS penalties nor income tax expense.
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EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 8 - FUNCTIONAL EXPENSE REPORTING

The cost of providing 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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EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
OTHER REPORT
For the Year Ended June 30, 2016

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

Supplemental Audit Report of East Chicago Urban Enterprise Academy, Inc.
The Supplemental Audit Report contains the results of compliance testing required by the Indiana

State Board of Accounts under its Guidelines for the Audits of Charter Schools Performed by Private

Examiners pertaining to matters addressed in its Accounting and Uniform Compliance Guidelines
Manual for Indiana Charter Schools.
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EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
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To the Board of Directors
East Chicago Urban Enterprise Academy, Inc.

We have audited the financial statements of East Chicago Urban Enterprise Academy, Inc. (the
“School”) as of and for the year ended June 30, 2016 and have issued our report thereon dated
December 14, 2016. 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
December 14, 2016
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EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
LAKE COUNTY, INDIANA
Audit Results and Comments
July 1, 2015 to June 30, 2016

REQUIRED REPORTS

The financial report to the Indiana Department of Education (Form 9) submitted by the School did not
properly reflect the cash activity for the period from July 1, 2015 to June 30, 2016. Receipts and
expenditures reported in the various fund accounts did not accurately reflect the activity in those
funds. In addition, the total cash balance per the Form 9 did not agree to the cash balance recorded in
the accounting records as of June 30, 2016 by the amount of $83,713.

Charter schools are required to submit a Form 9 Biannual Financial Report two times per year during
the months of January and July. The financial information in the Form 9 shall reflect cash basis
information. The January report must include previous calendar year financial and other required
information for the period of July 1 to December 31 financial data. The July report must include
current calendar year financial and other required information for the period of January 1 to June 30.
(Accounting and Uniform Compliance Guidelines Manual for Indiana Charter Schools, Part 9)

Charter schools are required to comply with all grant agreements, rules, regulations, bulletins,
directives, letters, letter rulings and filing requirements concerning reports and other procedural
matters of federal and state agencies, including opinions of the Attorney General of the State of
Indiana, and court decisions. Charter schools shall file accurate reports required by federal and state
agencies. Noncompliance may require corrective action. (Accounting and Uniform Compliance
Guidelines Manual for Indiana Charter Schools, Part 10)

CASH RECEIPTS AND DEPOSITS

The School receives cash payments for various purposes, including uniforms, fundraisers, and student
fees. Procedures were in place to process cash collections; however, we noted one issue with regard
to the cash receipts process, specifically:

Out of the 25 receipts selected from testing, 15 were not deposited timely.

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)



EAST CHICAGO URBAN ENTERPRISE ACADEMY, INC.
LAKE COUNTY, INDIANA
Exit Conference
July 1, 2015 to June 30, 2016

The contents of this report were discussed on December 14, 2016 with Veronica Eskew (School
Leader), David Padilla (President of Board of Directors), Javier Garibay and Melinda Benkovsky

(Representatives of The Leona Group). The Official Response has been made a part of this report and
may be found on page 5.
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Independent Auditors’ Report

The Board of Directors

Dr. Robert H. Faulkner Academy, Inc.
1111 West 2™ Street

Marion, IN 46952

Report on the Financial Statements

We have audited the accompanying financial statements of Dr. Robert H. Faulkner Academy, Inc.,
which comprise the statements of financial position as of June 30, 2016 and 2015, 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 auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

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

WWW.CpadOHOVEII‘I.COITl
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Dr. Robert H. Faulkner Academy, Inc. as of June 30, 2016 and 2015 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.

DONOVAN

September 6, 2016
Indianapolis, Indiana



DR. ROBERT H. FAULKNER ACADEMY, INC.
STATEMENTS OF FINANCIAL POSITION
June 30, 2016 and 2015

2016 2015
ASSETS
CURRENT ASSETS
Cash $ 361,427 349,870
Grants receivable 16,178 20,602
Prepaid expenses 9,292 9,898
Total current assets 386,897 380,370
PROPERTY AND EQUIPMENT
Furniture and equipment 369,589 364,857
Textbooks 194,752 114,473
Leasehold improvements 24,341 24,341
Less: accumulated depreciation (489,281) (468,486)
Property and equipment, net 99,401 35,185
TOTAL ASSETS $ 486,298 415,555
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable and accrued expenses $ 154,309 50,854
Refundable advances 4,453 924
Total current liabilities 158,762 51,778
UNRESTRICTED NET ASSETS 327,536 363,777
TOTAL LIABILITIES AND NET ASSETS $ 486,298 415,555

See independent auditors' report and accompanying notes to the financial statements
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DR. ROBERT H. FAULKNER ACADEMY, INC.

STATEMENTS OF ACTIVITIES AND CHANGE IN NET ASSETS

For the Years Ended June 30, 2016 and 2015

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

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

2016 2015
$ 824660 $ 985114
247,825 189,559
10,829 13,756

696 -
1,084,010 1,188,429
838,116 893,671
282,135 344,534
1,120,251 1,238,205
(36,241) (49,776)
363,777 413,553

$ 327536 $ 363,777

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 fee
Administative service fee
Food costs

Equipment

Classroom, kitchen and office supplies
Occupancy

Depreciation

Insurance

Other

Total functional expenses

DR. ROBERT H. FAULKNER ACADEMY, INC.
STATEMENTS OF FUNCTIONAL EXPENSES

For the Years Ended June 30, 2016 and 2015

2016 2015
Program Management Program Management

Services and General Total Services and General Total
$ 422,679 $ 138,729 561,408 $ 452,363 $ 148,656 601,019
119,549 25,978 145,527 127,892 38,624 166,516
11,221 - 11,221 4,381 50 4,431
25,283 61,698 86,981 39,319 91,475 130,794
17,307 - 17,307 13,817 - 13,817
- 18,965 18,965 - 19,732 19,732
- 16,493 16,493 - 19,702 19,702
67,300 - 67,300 64,379 - 64,379
10,792 - 10,792 12,454 - 12,454
11,748 10,101 21,849 13,281 6,082 19,363
122,239 - 122,239 124,950 - 124,950
26,652 - 26,652 28,077 - 28,077
- 137 137 - 15,486 15,486
3,346 10,034 13,380 12,758 4,727 17,485
$ 838,116 $ 282,135 1,120,251 $ 893,671 $ 344,534 1,238,205

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

5



DR. ROBERT H. FAULKNER ACADEMY, INC.

STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2016 and 2015

OPERATING ACTIVITIES

Change in net assets $

Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities

Depreciation

Loss on disposal of fixed assets

Changes in certain assets and liabilities:
Grants receivable
Prepaid expenses
Accounts payable and accrued expenses
Refundable advances

Net cash provided by (used in) operating activities

INVESTING ACTIVITIES
Purchases of property and equipment

CHANGE IN CASH

CASH, BEGINNING OF YEAR

CASH, END OF YEAR

SUPPLEMENTAL INFORMATION
Purchases of property and equipment financed through accounts payable

2016 2015
(36,241)  $ (49,776)
26,652 28,077

531 -
4,424 24,075
606 3,434
45,678 (51,494)
3,529 924
45,179 (44,760)
(33,622) -
11,557 (44,760)
349,870 394,630
361,427  $ 349,870
57777 $ -

See independent auditors' report and accompanying notes to the financial statements
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DR. ROBERT H. FAULKNER ACADEMY, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General — Dr. Robert H. Faulkner Academy, Inc. (the "School") is a public benefit not-for-profit
organization incorporated under the laws of the State of Indiana. The School operates a public
charter school established under Indiana Code 20-24 and is sponsored by Ball State University.
The School has contracted The Leona Group, LLC to provide management and administrative
services.

Accounting Estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Actual results
could differ from those estimates.

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

A portion of the School’s revenue is the product of cost reimbursement grants. Accordingly, the
School recognizes revenue under these grants in the amount of costs and expenses at the time they
are incurred.

Grants Receivable — Grants receivable relate primarily to activities funded under federal grants
and legislation enacted by the State of Indiana. The School believes that it is operating in
compliance with regulatory requirements and as such no allowance for doubtful accounts is
deemed necessary.

Taxes on Income — Dr. Robert H. Faulkner Academy, Inc. has received a determination from the
U.S. Treasury Department stating that it qualifies under the provisions of Section 501(c)(3) of the
Internal Revenue Code as a tax-exempt organization; however, the School would be subject to tax
on income unrelated to its tax-exempt purpose. For the years ended June 30, 2016 and 2015, 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 2012 are open to audit for both federal and state purposes.



DR. ROBERT H. FAULKNER ACADEMY, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

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
$1,000 are charged to expense as incurred.

Depreciation is provided over the estimated useful lives of the respective assets using the straight-
line method. The estimated useful lives generally are as follows:

Furniture and equipment 3 to 4 years
Textbooks 4 years
Leasehold improvements 5 years

Subsequent Events — The School evaluated subsequent events through September 6, 2016, the
date these financial statements were available to be issued. Events occurring through that date
have been evaluated to determine whether a change in the financial statements or related
disclosures would be required.

Reclassifications — Certain figures for 2015 that were previously reported have been reclassified
for comparative purposes.

NOTE 2 - LEASES

The School leases its school facility as well as certain items of office equipment under operating
leases for terms from four to five years. Expense under operating leases for the years ended June
30, 2016 and 2015 was $107,216 and $105,873, respectively. Future minimum lease obligations
for noncancelable operating leases with initial lease terms in excess of one year are as follows for
the years ending June 30:

2017 $ 106,794
2018 106,794
2019 3,596

NOTE 3- RETIREMENT PLANS

All School personnel are employees of The Leona Group, LLC, which provides management
services to the School. School personnel are eligible to participate in The Leona Group, LLC
Section 401(k) Plan. Under the plan, the School matches employee contributions dollar for dollar
up to 6% of base compensation. Substantially all full-time employees are eligible to participate.
Retirement plan expense was $6,727 and $7,021 for the years ended June 30, 2016 and 2015,
respectively.



DR. ROBERT H. FAULKNER ACADEMY, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

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 support received. Expense under this charter agreement was $18,965 and $19,732 for
the years ended June 30, 2016 and 2015, respectively. The charter remains in effect until June 30,
2018, and is renewable thereafter by mutual consent.

The School has contracted with The Leona Group, LLC to provide on-going consulting services
with regard to school administration and management, training, and grant writing. Under the
terms of the agreement, the School has agreed to pay an amount equal to 2% of state education
support revenue, as defined, for these services. Such fees for the years ended June 30, 2016 and
2015 were $16,493 and $19,702, respectively. Additionally, the School has also contracted with
The Leona Group, LLC to provide employee leasing services. Under the terms of the agreement,
the School has agreed to pay an amount equal to 4% of state education support revenues, as
defined, for this service. Such fees for the years ended June 30, 2016 and 2015 were $32,986 and
$39,405, respectively.

NOTE 5 - RISKS AND UNCERTAINTIES

The School provides educational instruction services to families residing in Grant and
surrounding counties in Indiana, and is subject to the risks of economic and competitive forces at
work within this geographic area.

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

Financial instruments that potentially subject the School to concentrations of credit risk consist
principally of receivables from the State of Indiana. At June 30, 2016 and 2015, substantially all
of the receivable balance was due from the State of Indiana. Cash deposits are maintained at
STAR Financial Bank and are insured up to the FDIC insurance limit.

NOTE 6 - FUNCTIONAL EXPENSE REPORTING

The costs of providing the educational activities have been summarized on a functional basis in
the statements of activities. Accordingly, certain expenses have been allocated between program
and management services.



DR. ROBERT H. FAULKNER ACADEMY, INC.
OTHER REPORT
For the Year Ended June 30, 2016

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

Supplemental Audit Report of Dr. Robert H. Faulkner Academy, Inc.
The Supplemental Audit Report contains the results of compliance testing required by the Indiana
State Board of Accounts under its Guidelines for the Audits of Charter Schools Performed by Private

Examiners pertaining to matters addressed in its Accounting and Uniform Compliance Guidelines
Manual for Indiana Charter Schools.
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The Board of Directors
Dr. Robert H. Faulkner Academy, Inc.

We have audited the consolidated financial statements of Dr. Robert H. Faulkner Academy, Inc. (the
“School”) as of and for the year ended June 30, 2016 and have issued our report thereon dated
September 6, 2016. 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 6, 2016
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DR. ROBERT H. FAULKNER ACADEMY, INC.
GRANT COUNTY, INDIANA
Audit Results and Comments
July 1, 2015 to June 30, 2016

PAYROLL POLICIES AND COMPLIANCE

We selected a sample of fifteen employees from the 2016 fiscal year with which to test the process for
calculating, accumulating and recording payroll expense. From this sample, the School could not
produce contracts for three employees that agreed to the amounts they were compensated. One of
these errors related to the contract for the School Leader, for whom contracts are not executed every
year. The other two errors related to employees who had pay rate changes mid-year which were
approved by resolution of the Board of Directors, but not documented in signed