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Charter School Board

West Gary Lighthouse Charter School
725 Clark Road

Gary, IN 46406

We have reviewed the Financial Statements and Independent Auditors’ Report prepared by
Fitzgerald/lsaac, LLC, Independent Public Accountants, for the period July 1, 2012 to June 30, 2013. In
our opinion, the audit report was prepared in accordance with the guidelines established by the State
Board of Accounts. Per the Independent Public Accountants' opinion, the financial statements included in
the report present fairly the financial condition of the West Gary Lighthouse Charter School, as of June
30, 2013, and the results of its operations for the period then ended, on the basis of accounting described
in the report.

In addition to the report presented herein, a Supplemental Audit Report for West Gary Lighthouse
Charter School was prepared in accordance with the guidelines established by the State Board of
Accounts.

The Financial Statements and Independent Auditors' Report and the Supplemental Audit Report
are filed in our office as a matter of public record.
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Lighthouse Academies of Indiana, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of West Gary Lighthouse Charter
School (an operating component of Lighthouse Academies of Indiana, Inc., a not-for-profit
corporation), which comprise of statements of financial position as of June 30, 2013 and
2012, and the related statements of activities and cash flows for the years then ended, and the

related notes to the financial statements.
Management’s Responsibility for the Financial Statements

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

material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

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

9245 North Meridian Street, Suite 302
Indianapolis, Indiana 4626{
317-844-8300  ¥ax 317-848-6555

www.fitzgeraldisaac.net -1-
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Opinion

In our opmion, the financial statements referred to above present fairly, in all material
respects, the financial position of West Gary Lighthouse Charter School as of June 30, 2013
and 2012, and the changes in its net assets and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

Lighthouse Academies of Indiana, Inc., the organizer for West Gary Lighthouse Charter
School, elected not to renew the charter for this school and to cease operations effective June
30, 2013. As discussed in Note 2 to the financial statements, the assets reported as of June
30, 2013 will be used to pay outstanding obligations, be transferred to other Lighthouse
Academies of Indiana, Inc. schools, or be refunded to the State of Indiana.

Other Matters

Our audit was conducted for the purpose of forming an opinion on the financial statements as
a whole. The accompanying schedule of expenditures of federal awards, as required by
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations, is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to
the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financiai
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly
stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 9, 2013 on our consideration of West Gary Lighthouse Charter School’s internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal conirol over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering West Gary
Lighthouse Charter School’s internal contro} over financial reporting and compliance,

27%1%’4/3/%&«4,_&&_

Indianapolis, IN
December 9, 2013




WEST GARY LIGHTHOUSE CHARTER SCHOOL

Statements of Financial Position

June 30

Assets 2013 2012

Current assets: :
Cash and cash equivalents $ 478,627 907,790

Accounts receivable:

State education support - 2,262,205
Grants 72,787 162,285
Other 117,551 -
Prepaid expenses 113,049 34,967
Total current assets 782,014 3,367,247
Property and equipment:
Leasehold improvements 64,434 64,434
Furniture and equipment 134,258 134,258
Less: accumulated depreciation (119,317) {83.260)
Property and equipment, net 79,375 115,432
$ 861,389 3,482 679
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued expenses $ 648,087 703,658
Refundable advances - 8,008
Total current labilities 648,687 711,666
Accrued interest on Common School Fund loans - 312,319
Long-term debt - 2,206,520
Total liabilities 648,687 3,230,505
Unrestricted net assets 212,702 252,174
$ 861,389 3,482,679

See accompanying notes to financial statements.
3.




WEST GARY LIGHTHOUSE CHARTER SCHOOL

Statements of Activities

Year Ended June 30
Revenue, Gains and Support 2013 2012
State tuition support $ 4,550,085 4,524,619
Grant revenue 1,257,589 1,653,370
Student fees 7,631 6,485
Fundraising income 6,150 5,146
Total revenue, gains and support 5,821,455 6,191,620
Expenses
Program services:
Educational instruction 4,062,434 4,064,174
Education support 862,731 858,793
Administrative 1,211,421 1,372,310
Total expenses 6,136,586 6,295,277
Decrease in net assets before non-operating revenue (315,131) (103,657)
Non-Operating Revenue
Gain due to changes in legislative funding 275,659 -
Decrease in net assets (35,472) (103,657)
Net assets, beginning of year 252,174 355,831
§ 212,702 252,174

Net assets, end of year

See accompanying notes to financial statements.
4




WEST GARY LIGHTHOUSE CHARTER SCHOOL

Statements of Cash Flows

Year Ended June 30
Operating Activities 2013 2012
Change in net assets $  (39,472) (103,657)
Adjustments to reconcile change in net assets
to cash flows from operating activitics:
Gain due to changes in legislative funding (275,659)
Depreciation 36,057 32,975
Change in:
Accounts receivable (85,988} (51,025)
Prepaid expenses (78,082) (7,967)
Accounts payable and accrued expenses 21,989 (6,434)
Refundable advances (8,008) 8,008
Net cash used by operating activities {429,163) (128,100)
Investing Activities
Acquisition of property and equipment - (35,580)
Net cash used by investing activities - (35,580)
Financing Activities
Principal payments on term loan - (73,335)
Net cash used by financing activities - {73,335)
Net decrease in cash (429,163) (237,015)
Cash and cash equivalents, beginning of year 907,790 1,144,805
Cash and cash equivalents, end of year $ 478,627 907,790
Suppiemental disclosures:
Cash paid for interest expense $ - 1,100

See accompanying notes to financial statements.
5.




WEST GARY LIGHTHOUSE CHARTER SCHOQOL
Notes to Financial Statements

June 30, 2013 and 2012

(1) Summary of Significant Accounting Policies

General

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

Accounting Estimates

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

Accounts Receivable

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

accounts is deemed necessary.

Subsegquent Events

The School evaluated subsequent events through December 9, 2013, 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.




WEST GARY LIGHTHOUSE CHARTER SCHOOL

Notes to Financial Statements

{1} Summary of Significant Accounting Policies, Continued

Revenue Recognition

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

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

Property and Equipment

Purchases of these assets and expenditures that materially increase value or extend useful
lives are capitalized and are included in the accounts at cost. Routine maintenance and
repairs, minor replacement costs, and equipment purchases with a unit cost of less than
$5,000 are charged to expense as incurred.

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

Leasehold improvements..........oococveeveevverecrnnnan, 7 years
Furniture and equipment ...........ccoccoovreeeevneninnn, 5 years

Taxes on Income

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




WEST GARY LIGHTHOUSE CHARTER SCHOOL

Notes to Financial Statements

(1} Summary of Sienificant Accounting Policies. Continued

Taxes on Income, Continued

Professional accounting standards require Lighthouse Academies of Indiana, Inc. to
recognize a tax lability 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. ILighthouse Academies of Indiana, Inc. has
examined this issue and has determined that there are no material contingent tax
liabilities or questionable tax positions. The tax years ending 2012, 2011, and 2010 are
open to audit for both federal and state purposes.

(2) Disposal Activities

In 2013, the board of directors of Lighthouse Academics of Indiana, Inc. opted not to
pursue renewal of the charter for the West Gary Lighthouse Charter School upon
termination as of June 30, 2013. The board of directors approved the closure of the
West Gary Lighthouse Charter School effective June 30, 2013 and the transfer of all
property and equipment to its Gary Lighthouse Charter School. Any resources
remaining after settlement of the School’s outstanding obligations are to be returned to
the State of Indiana. The School closure resulted in costs incurred primarily for (1)
abandoned facilities and equipment lease cancellation and (2) refund of cash resources
to the State of Indiana. The School recorded a charge of $243,238 to recognize the
costs of lease cancellations and the refund to the State of Indiana.

(3) Legislative Funding Changes

In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act
that altered the manner in which charter schools are funded. Prior to enactment, charter
schools received funding in monthly installments in the calendar year following the
start of the academic school year. As such, the School followed the practice of
recognizing at June 30 of each year a receivable for payments to be made to the School
in the subsequent July through December time period, which represented amounts due
for services rendered. Effective July 1, 2013, charter school funding will be paid
following the State of Indiana fiscal year of July to June. The funding owed to the
School under prior legislation for the period July to December 2013 will no longer be

paid.




WEST GARY LIGHTHOUSE CHARTER SCHOOL

Notes to Financial Statements

(3) Legislative Funding Changes, Continued

In the same session, the Indiana legislature appropriated funding from the Indiana general
fund to repay Indiana Common School Fund loans and accrued interest outstanding as
of June 30, 2013 on behalf of charter schools. The School has applied for and received
repayment of its indebtedness under these obligations as of June 30, 2013,

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

of the following:
Repayment of Common School Fund loans.........cccecvenecninnen, $2,206,520
Repayment of accrued interest on Common School Fund loans.... 389,279
2,595,799
Elimination of School funding ...........ccceeiirvcriininicn s, (2,320.140)
$.275,659

(4) Accounts Receivable

Accounts receivable for state education support as of June 30, 2012 represented amounts
due relating to the following sources:

TUIION SUPPOLT ..vrecvieiierie ettt st n s e $2,191,500
Special education Grant ...........cccceeceinrciirieininere e 70,705
$2,262,205

Tuition support is determined by state law and is dependent upon the geographic location
of the school and is indexed to the poverty data of the enrolled students and other
factors. The payment schedule is likewise determined by state law with tuition support
payable in equal monthly installments in the calendar year following the start of the
academic school year. No amounts for state tuition support are receivable as of June
30, 2013 due to legislative funding changes (see Note 3).




WEST GARY LIGHTHQUSE CHARTER SCHOOL,

Notes to Financial Statements

(5) Long-Term Debt

Long-term debt at June 30, 2012 was comprised of four separate notes payable to the
Indiana Common School Fund. Each of the notes required semi-annual payments of
principal and interest over a period of 20 years with interest at 4% per annum. In 2013
and 2012, the loans were under a moratorium on loan payments, but interest continued
to accrue. In 2013, the outstanding loans and all accrued interest were repaid with
funding appropriated from the State of Indiana general fund (see Note 3).

(6) Leases

The School leased its educational facility under a 10-year operating lease with West Gary
Lighthouse Charter School Facility, LLC. West Gary Lighthouse Charter School
Facility, LLC is indirectly owned by Lighthouse Academies, Inc., which provides
management services to the School. The lease was amended in January 2008 to require
monthly rental payments in proportion to the debt service incurred by the landlord, but
not to exceed $689,616 per year. Under the lease, the School was responsible for
repairs, maintenance, and utilities. The School was also obligated to pay a fee into a
Replacement Reserve Account. The fee was $2,000 per month, mcreasing
incrementally up to $5,000 per month after the fourth year. With the closure of West
Gary Lighthouse Charter School as a charter school (see Note 2), Lighthouse
Academies of Indiana, Inc. transferred the lease to its Gary Lighthouse Charter School.

The School also leased textbooks, furniture and equipment on a regular basis under
multiple leases. These leases were accounted for as operating leases and required
quarterly and monthly payments over periods of three and four years. With the closure
of West Gary Lighthouse Charter School, the School was obligated to pay the
remaining rent payments in order to settle the leases. An aggregate payment of
$100,405 was required to settle the lease obligations.

Total lease expense for the years ended June 30, 2013 and 2012 was $811,949 and
$682,953, respectively.

-10-




WEST GARY LIGHTHOUSE CHARTER SCHOOL

Notes to Financial Statements

(7} Retirement Plan

All School personnel are employees of Lighthouse Academies, Inc., which provides
management services to the School. School personnel are eligible to participate in the
Lighthouse Academies, Inc. Section 401(k) retirement plan. Under the plan, the School
matches 100% of employee contributions not to exceed 4% of compensation for the
plan year. Additional contributions may be made to the plan at the discretion of the
LAI board of directors. No discretionary contributions were made in 2013 and 2012,
Retirement plan expense for the years ended June 30, 2013 and 2012 was $39,604 and

$50,741, respectively.

(8) Refundable Advances

The School was awarded grants from the Indiana Department of Education to provide
educational instruction. The grants are considered to be exchange transactions.
Accordingly, revenue is recognized when eamed and expenses are recognized as
incurred. At June 30, 2012, the School had refundable grant advances in excess of

expenditures of $8,008.

(9) Commitments

The School operated under a charter granted by Ball State University. As the sponsoring
organization, Ball State University exercised certain oversight responsibilities. Under
this charter, the School agreed to pay to Ball State University an annual administrative
fee equal to 3% of state tuition support. Payments under this agreement were $56,556
and $123,588 for the years ended June 30, 2013 and 2012, respectively.

Lighthouse Academies of Indiana, Inc. ("LAI") has coniracted with Lighthouse
Academies, Inc. to provide management, administrative, and educational programming
services for each of its schools. Under the terms of the agreement, LAT has agreed to
pay an amount equal to 7.5% of revenues, as defined, for such services. Payments
under this agreement were $423,582 and $428,466 for the years ended June 30, 2013

and 2012, respectively.

.11~




WEST GARY LIGHTHOUSE CHARTER SCHOQL

Notes to Financial Statements

{10} Functional Expense Reporting

The costs of providing the educational activities have been summarized on a functional
basis in the statements of activities. Accordingly, certain expenses have been allocated
among the programs and services benefited. Following is a summary of expenses
comprising each program and service for the years ended June 30, 2013 and 2012

2013
Educational Education Admini-
Instruction Support strative

Salaries and wages.................... $ 2,408,319 246,316 240,758
Employee benefits ................... 523,551 53,589 52,380
Staff development

and recruitment............c.o.o...... 26,902 - 108,525
Academic services —

Lighthouse Academies ........... - - 439,450
Authorizer's oversight fee......... - - 67,867
Food service ......cococovvvivinii, - 274,606 -
Transportation service............... - 179,801 -
Other professional services ...... 29,513 - 92,021
Property and

textbook rental ............ccovns 152,821 - 1,964
Classroom, kitchen and

office supplies.........ccccvvevennne 163,268 34,692 15,769
Occupancy.......ooceeeeeevnieiiinnn, 690,306 70,658 69,064
Depreciation ..........ceeeinviinnn 29,687 3,069 3,000
Iterest ..., - - 76,958
Other..ccocovviciiiic 37,767 - 43,665

54,062,434 862,731 1,211,421

-12-




WEST GARY LIGHTHOUSE CHARTER SCHOOL

Notes to Financial Statements

(10) Functional Expense Reporting, Continued

2012
Educational Education Admini-
Instruction Support strative
Salaries and wages.................... $2,310,402 222,817 280,641
Employee benefits................... 496,380 47,870 65,499
Staff development

and recruitment..........c.co....... 32,957 - 86,017
Academic services —

Lighthouse Academics ........... - - 448133
Authorizer's oversight fee......... - - 123,588
Food service ...ovvvvveeeeeeeeeenn, - 298,764 -
Transportation service .............. - 188,984 -
Other professional services ...... 143,501 - 103,938
Property and

textbook rental .............o.......... 32,489 - 7,802
Classroom, kitchen and

office supplies..........ccveevn., 263,716 27,431 19,179
OCcupancy .oo.oovovveeionie e, 729,344 70,338 96,241
Depreciation ............ccceuvvveveane. 26,844 2,589 3,542
Interest e, - - 89,361
Other .o, 28,541 - 48.369

$4.064,174 858,793 1,372,310

-13.




WEST GARY LIGHTHOUSE CHARTER SCHOQIL

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2013

Pass-Through Total
Federal Entity Federal
Federal Grantor Agency/Pass-Through Entity/ CFDA Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended
U.S. DEPARTMENT OF AGRICULTURE
Pass-Through Indiana Department of Education
Child Nutrition Cluster
School Breakfast Program 10.553 5 70,753
National School Lunch Program 10.555 200,349
Total for cluster 271,102
U.S. DEPARTMENT OF EDUCATION
Pass-Through Indiana Department of Education
Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 12-9585/13-9585 695,463
Special Education Cluster
Special Education - Grants to States 8§4.027 14211-501-PN01 84,714
14212-501-PNO1
14213-501-PNO1
Improving Teacher Quality State Grants 84.367 10-9585/11-9585/ 140,951
12-9385 ‘
ARRA - Education Jobs Fund 84.410 9585 5,021
Total for federal grantor agency 926,149
Total federal awards expended § 1,197,251

See accompanying Independent Auditor's Report.

See accompanying notes to this schedule.
-14-




WEST GARY LIGHTHOUSE CHARTER SCHOOL

Notes to the Schedule of Expenditures of Federal Awards

Year Ended June 30, 2013

{1) Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule™) includes
the federal grant activity of West Gary Lighthouse Charter School (“the Schoo!””) under
programs of the federal government for the year ended June 30, 2013. The information
in this schedule is presented in accordance with the requirements of the Office of
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Because the Schedule presents only a selected portion
of the operations of the School, it is not intended to and does not present the financial
position, changes in net assets or cash flows of the School.

(2) Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting,
Such expenditures are recognized following the cost principles contained in OMRB
Circular A-122, Cost Principles for Non-Profit Organizations, wherein certain types of
expenditures are not allowable or are limited as to reimbursement.

-15-
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

The Board of Directors
Lighthouse Academies of Indiana, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards 1ssued by the Comptroller General of the United States, the financial
statements of West Gary Lighthouse Charter School (the “School”), which comprise the
statement of financial position as of June 30, 2013, and the related statements of activities,
and cash flows for the year then ended, and the related notes to the financial statements, and
have issued our report thereon dated December 9, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School’s
internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the School’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the School’s internal control.

A deficiency in internal control exists when the design or operation of a contro] does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A material
weakness is a deficiency, or a combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is
a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with

governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

3245 North Meridian Street, Suite 302
Indianapolis, Indiana 46260
317-844-8300  Fax 317-848-6555 -16-

www.fitzgeraldisaac.net

Mernber of American Institute of Certified Public Accountants




Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit,
and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under

Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the School’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Govermment Auditing Standards in considering the
organization’s internal control and compliance. Accordingly, this communication is not

suitable for any other purpose.
%’Vlit 4 / \,//;ML s

Indianapolis, IN
December 9, 2013

-17-
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
OMB CIRCULAR A-133

The Board of Directors
Lighthouse Academies of Indiana, Inc.

Report on Compliance for Each Major Federal Program

We have audited West Gary Lighthouse Charter School’s (the “School”) compliance with
the types of compliance requirements described in the OMB Circular A-133 Compliance
Supplement that could have a direct and material effect on each of the School’s major federal
programs for the year ended June 30, 2013. The School’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the School’s major
federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence
about the School s compliance with those requirements and performing such other procedures
as we considered necessary in the circumstances.
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We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of the

School’s compliance.
Opinion on Each Major Federal Program

In our opinion, West Gary Lighthouse Charter School complied, in all material respects, with
the types of compliance requirements referred to above that could have a direct and material
effect on each of its major federal programs for the year ended June 30, 2013.

Report on Internal Control Over Compliance

Management of West Gary Lighthouse Charter School is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance
requirements referred to above. In planning and performing our audit of compliance, we
considered the School’s internal control over compliance with the types of requirements that
could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an
opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the School’s internal control over

compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with a
type of compliance requirement of a federal program on a timely basis. A material weakness
in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal contro}
over compliance with a type of compliance requirement of a federal program that is less
severe than a material weakness in internal control over compliance, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in
iternal control over compliance that might be material weaknesses or significant
deficiencies. We did not identify any deficiencies in internal contro! over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have not

_ been identified.
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The purpose of this report on internal control over compliance is solely to describe the scope
of our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other

purpose.
2%2’”4/[4/ \-ﬁﬂﬂ-é ‘e

Indianapolis, IN
December 9, 2013
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WEST GARY LIGHTHOUSE CHARTER SCHOOL

Schedule of Findings and Questioned Costs
Year Ended June 30, 2013

L. Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued;
Internal control over financial reporting:
= Material weaknesses:

* Significant deficiencies that are not
considered to be material weaknesses:

Noncompliance noted which is material
to financial statements:

Federal Awards

Internal control over major programs:
»  Material weaknesses:

» Significant deficiencies that are not
considered to be material weaknesses:

Type of auditor’s report issued on compliance
for major program:

Audit findings disclosed that are required
to be reported in accordance with section
510(a) of Circular A-133:

21

Unmodified

None Reported

None Reported

No

None Reported

None Reported

Unmodified

No




WEST GARY LIGHTHOUSE CHARTER SCHOOIL,

Schedule of Findings and Questioned Costs
Year Ended June 30, 2013

1. Summary of Auditor’s Results, Continued

Identification of major programs:

CFDA Number Name of Federal Program or Cluster
Title I, Part A Cluster
84.010 Grants to Local Educational
Agencies

Dollar threshold used to distinguish .
between Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee: Yes

II. Financial Statement Findings

No matters are reportable,

H1. Federal Award Findings and Questioned Costs

No matters are reportable.
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WEST GARY LIGHTHOUSE CHARTER SCHOOL

Other Reports

Year Ended June 30, 2013

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

Supplemental Audit Report of West Gary Lighthouse Charter School

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