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and Advisors

INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Drexel Foundation for Educational Excellence, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Drexel Foundation for
Educational Excellence, Inc. d/b/a Thea Bowman Leadership Academy, which comprise
the statements of financial position as of June 30, 2015 and 2014, 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.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Drexel Foundation for Educational Excellence, Inc. as of June 30, 2015
and 2014, 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

As discussed in Note 5 to the financial statements, Drexel Foundation received notice from its
charter sponsor that it would not renew Drexel Foundation’s charter school agreement effective
June 30, 2016. Drexel Foundation is in process of applying for a charter from other approved
Indiana charter school sponsors. Without an executed charter agreement, state-provided school
funding will cease as of June 30, 2016. Our opinion is not modified with respect to this matter.

Other Matters

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 14, 2016 on our consideration of Drexel Foundation for Educational Excellence, Inc.’s
internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering Drexel Foundation for
Educational Excellence, Inc.’s internal control over financial reporting and compliance.

&’d ov'A N

Indianapolis, IN
March 14, 2016



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.

THEA BOWMAN LEADERSHIP ACADEMY

Statements of Financial Position

June 30
Assets 2015 2014
Current assets:
Cash and cash equivalents $ 967,077 2,285,761
Cash - restricted for debt service 206,250 195,000
Certificate of deposit 524,038 524,038
Accounts receivable:
Grants 62,083 286,805
Other 91,083 20,223
Prepaid expenses - 2,487
Total current assets 1,850,531 3,314,314
Property and equipment:
Land 859,886 859,886
Structures and improvements 16,857,204 16,857,204
Equipment 2,986,854 2,814,032
Furniture and fixtures 785,648 785,648
Less: accumulated depreciation (6,351,818) (5,453,614)
Property and equipment, net 15,137,774 15,863,156
Other assets:
Cash restricted for debt service 1,505,075 1,505,075
Debt issuance costs, net of amortization 699,463 728,041
2,204,538 2,233,116
$ 19,192,843 21,410,586
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued expenses $ 19,985 851,262
Current portion of long-term debt 275,000 260,000
Total current liabilities 294,985 1,111,262
Long-term debt 17,925,000 18,200,000
Total liabilities 18,219,985 19,311,262
Unrestricted net assets 972,858 2,099,324
$ 19,192,843 21,410,586

See accompanying notes to financial statements.




DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.

d/b/a

THEA BOWMAN LEADERSHIP ACADEMY

Statements of Activities

Year Ended June 30

Revenue and Support 2015 2014
State education support $ 9,354,650 10,334,087
Grant revenue:
State 126,399 116,129
Federal 2,596,398 2,837,209
Student fees 253,489 204,692
Contributions 500 5,706
Interest income 1,307 1,650
Other 65,315 94,173
Total revenue and support 12,398,058 13,593,646
EXxpenses
Program services 11,817,933 11,853,486
Management and general 1,706,591 2,084,263
Total expenses 13,524,524 13,937,749
Decrease in net assets (1,126,466) (344,103)
Net assets, beginning of year 2,099,324 2,443,427
Net assets, end of year $ 972,858 2,099,324

See accompanying notes to financial statements.
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.

d/b/a

THEA BOWMAN LEADERSHIP ACADEMY

Statements of Cash Flows

Year Ended June 30

Operating Activities 2015 2014
Change in net assets $(1,126,466) (344,103)
Adjustments to reconcile change in net assets
to cash flows from operating activities:
Depreciation 898,204 900,897
Amortization 28,578 28,579
Change in:
Accounts receivable 153,862 746,582
Prepaid expenses 2,487 11,836
Accounts payable and accrued expenses (831,277) 12,093
Net cash provided (used) by operating activities (874,612) 1,355,884
Investing Activities
Acquisition of property and equipment (172,822) (289,322)
Net cash used by investing activities (172,822) (289,322)
Financing Activities
Principal repayments of long-term debt (260,000) (251,871)
Increase in cash held for debt service (11,250) (11,250)
Net cash used by financing activities (271,250) (263,121)
Net increase (decrease) in cash (1,318,684) 803,441
Cash and cash equivalents, beginning of year 2,285,761 1,482,320
Cash and cash equivalents, end of year $ 967,077 2,285,761
Supplemental disclosures:
Cash paid for interest expense $ 1,240,098 1,253,869

See accompanying notes to financial statements.
-5-



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Notes to Financial Statements

June 30, 2015 and 2014

(1) Summary of Significant Accounting Policies

General

Drexel Foundation for Educational Excellence, Inc. d/b/a Thea Bowman Leadership
Academy (the "School") is a public benefit not-for-profit organization incorporated under
the laws of the State of Indiana. The School operates a public charter school established
under Indiana Code 20-24 and is sponsored by Ball State University. The School has
entered into a service agreement with American Quality Schools Corporation, an
organization incorporated in the State of Illinois, to provide curriculum, managerial,
administrative, and financial services to the School.

Accounting Estimates

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

Accounts Receivable

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

Revenue Recognition

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

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



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Notes to Financial Statements

(1) Summary of Significant Accounting Policies, Continued

Property and Equipment

Purchases of these assets and expenditures that materially increase value or extend useful
lives are capitalized and are included in the accounts at cost. Routine maintenance and
repairs, minor replacement costs, and equipment purchases with a unit cost of less than
$1,000 are charged to expense as incurred.

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

Structures and improvements.............cccevenene. 15 to 39 years
EQUIPMENT ..o 3to 7 years
Furniture and fIXTUIeS ........coevveiviiie e, 7 years

Taxes on Income

Drexel Foundation for Educational Excellence, Inc. has received a determination from the
U.S. Treasury Department stating that it qualifies under the provisions of Section
501(c)(3) of the Internal Revenue Code as a tax-exempt organization; however, the
School would be subject to tax on income unrelated to its tax-exempt purpose. For the
years ended June 30, 2015 and 2014, no accounting for federal and state income taxes
was required to be included in the accompanying financial statements.

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



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Notes to Financial Statements

(1) Summary of Significant Accounting Policies, Continued

Cash Equivalents

The School considers all short-term debt securities purchased with an original maturity of
three months or less to be cash equivalents.

Debt Issuance Costs

Costs associated with securing financing under the Indiana Finance Authority Education
Facilities Revenue Bonds have been deferred and are being amortized over the term of
the bonds (30 years) using the straight-line method.

Subsequent Events

The School evaluated subsequent events through March 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. See Note 5 for a description of significant subsequent events.

Reclassifications

Certain figures for 2014 that were previously reported have been reclassified for
comparative purposes.

(2) Long-Term Debt

Long-term debt as of June 30, 2015 and 2014 consisted of Indiana Finance Authority
Educational Facilities Revenue Bonds, Series 2009. The loan principal is payable in
annual installments that increase from $230,000 to $2,890,000 through October 2039.
Interest payments are made semi-annually at rates that range from 6% to 7% in
accordance with the bond agreement. The bond obligation is secured by land, structures,
and improvements.



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Notes to Financial Statements

(2) Long-Term Debt, Continued

The bond obligation contains certain covenants that limit the School’s ability to create
liens, incur indebtedness or guarantees, dispose of assets, or change the nature of the
business.  The bond obligation also contains financial maintenance covenants
establishing a minimum debt service coverage ratio. The School did not met the
minimum debt service coverage ratio in the year ended June 30, 2015.

Future maturities of long-term debt are as follows:

Year Ended June 30:

2008 e $ 275,000
20007 s 295,000
208 e e 310,000
200 s 330,000
2020 e 350,000
TREICATIE .o 16,640,000

$18,200,000

(3) Leases

The School conducts its elementary school operations from facilities that are leased under
a noncancelable operating lease that expires in June 2017. The lease provided for an
initial minimum annual rental payment of $115,000, which increases by three percent
each year through June 2017. The minimum annual rental payment is based on an
enrollment of 300 students. There is an additional monthly charge for each student in
excess of 300. The School also leases certain items of equipment under leases that are
accounted for as operating leases. The equipment leases extend through February 2017.

Future minimum rental payments required under these leases are as follows:
Year Ended June 30:

2016 ...t $ 155,912
2017 oo 141,985




DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Notes to Financial Statements

(4) Retirement Plan

Retirement benefits for school employees are provided by the Indiana State Teachers’
Retirement Fund (“TRF”) and the Indiana Public Employees’ Retirement Fund
(“PERF”), both of which are cost-sharing multiple-employer defined benefit retirement
plans governed by the State of Indiana and administered by the Indiana Public Retirement
System (“INPRS”) Board. Substantially all full-time employees are eligible to
participate. INPRS acts as a common administrative and investment agent for units of
state and local government in Indiana. Contribution requirements are determined by the
INPRS Board. Under the plans, the School contributes 7.5% of compensation for
teaching faculty to TRF. The contribution to PERF for other employees was 10.25% of
compensation until December 31, 2014, and 11.2% thereafter. Participants are required
to contribute 3% of compensation to an annuity saving account that can be withdrawn
when the participant terminates employment. The School voluntarily makes this
contribution on behalf of the participants.

Should the School elect to withdraw from TRF or PERF, the School could be subject to a
withdrawal fee. The School’s contributions represent an insignificant percentage of the
total contributions received by TRF or PERF. As of June 30, 2014 (the latest year
reported), both TRF and PERF were more than 80% funded. A copy of the complete
annual report for the year ended June 30, 2014 can be obtained at:

www.in.gov/inprs/files/2014INPRSCAFRBook Web.pdf

Retirement plan expense was $541,895 and $496,209 for the years ended June 30, 2015
and 2014.

(5) Subsequent Events

Subsequent to June 30, 2015, the School received notice from its charter sponsor, Ball State
University, that it would not be renewing the School’s charter upon termination on June
30, 2016. The School is in process of applying for a charter from other approved Indiana
charter school sponsors. As of the date of this audit, the School had not secured a sponsor
commitment for the 2016-17 academic year. Without a new charter agreement, all state
funding will cease as of June 30, 2016.

-10-
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Notes to Financial Statements

(6) Commitments

The School operates under a charter granted by Ball State University. As the sponsoring
organization, Ball State University exercises certain oversight responsibilities. Under
this charter, the School has agreed to pay to Ball State University an annual administrative
fee equal to 3% of state tuition payments received. The charter remains in effect until
June 30, 2016, and is renewable thereafter by mutual consent (see Note 5). Payments
under this agreement were $187,153 and $212,140 for the years ended June 30, 2015 and
2014.

The School contracted with American Quality Schools Corporation, a not-for-profit
organization incorporated in the State of Illinois, to provide management, administrative
and educational programming services. Under the terms of the agreement, the School
agreed to pay an amount equal to 7% of revenues, as defined, for such services.
Management fee expense under this contract was $654,825 and $723,386 for the years
ended June 30, 2015 and 2014, respectively. The contract, which commenced July 1,
2010, expired on June 30, 2015, and the School elected to not renew the agreement.

For the 2015-16 academic year, the School entered into a one-year agreement with The
Leona Group, LLC to provide financial, management, administrative, and educational
programming services. The fee for these services will be $500,000 for the year ending
June 30, 2016.

(7) Risks and Uncertainties

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

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

Financial instruments that potentially subject the School to concentrations of credit risk
consist principally of receivables from the State of Indiana. At June 30, 2015 and 2014,
substantially all of the grants receivable balance was due from the State of Indiana. In
addition, deposits are maintained at J.P. Morgan Chase Bank and BMO Harris Bank, and
frequently exceed the FDIC insurance limit.

-11-



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.

d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Notes to Financial Statements

(8) Contingencies

The School is subject to various claims and legal proceedings covering a range of matters

that arise in the ordinary course of providing educational instruction.

Management

believes that any liability that may ultimately result from the resolution of these matters
will not have a material adverse effect on the financial position or financial activities of
the School. The School has not recorded a liability with respect to such proceedings.

(9) Functional Expense Reporting

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

between program and management services.

Following is a summary of expenses

comprising each program and service for the years ended June 30, 2015 and 2014:

2015
Program Management
Services and General

Salaries and Wages.........cccccevvvereeieieennnns $ 5,500,478 443,981
Employee benefits.........ccocvvveviininnnnne 1,487,815 160,697
Books and supplies.........cccovevvevverienennne. 493,452 -
Education..........cccooeviviennnie e 566,930 -
FOoOod Service eXpense.......cccccverververeeennenn. 671,912 -
Depreciation .........ccceeeeveenenieneene e 898,204 -
AMOItIZAtioN. ..o - 28,578
INSUFANCE ..o - 66,038
INEEIESE ... 1,240,098 -
Management fees........cccoovvereneencnenne. - 654,825
SPONSOX TEES ...vvevvecieeieeie e - 187,153
OFfiCe EXPENSE.....oveeiieieeie e - 105,180
Professional fees........cccccvvvvvveicieninnnnn 90,664 21,452
RENE ..o 277,141 -
Repairs and maintenance............cccccocu..... 591,239 -
Other . - 38,687

$11,817,933 1,706,591

-12-



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Notes to Financial Statements

(9) Functional Expense Reporting, Continued

2014
Program Management
Services and General

Salaries and Wages.........ccoccevvvereeiieneennnns $5,655,042 754,469
Employee benefits........ccooevveviininnnnnne 1,447,711 163,795
Books and Supplies.........cccevevververireennne. 359,490 -
Education..........cccooevieiennnie e 602,983 -
FOoOod Service eXpense.......cccccverververeeenenn. 684,613 -
Depreciation ........cccceeeeveeneneneese e 900,897 -
AMOItIZAtION.....coiiiiieee s - 28,578
INSUFANCE ... - 55,172
INEEIESE ... 1,253,869 -
Management fees........cccoovvevieneeiciennne. - 723,386
SPONSOX TEES ...vvevveciieeieeie e - 212,140
OfFfiCe EXPENSE ..o - 105,051
Professional fees.........ccccvvvvvreniieninnnnn 53,316 9,450
RENT .. 301,124 -
Repairs and maintenance............ccc.coo...... 594,441 -
Other ..ot - 32,222

$11,853,486 2,084,263
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.

d/b/a

THEA BOWMAN LEADERSHIP ACADEMY

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2015

Total
Federal Pass-Through Federal
Federal Grantor Agency/Pass-Through Entity/ CFDA  Entity Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended
U.S. DEPARTMENT OF EDUCATION
Pass-Through Indiana Department of Education
Title I, Part A Cluster
Grants to Local Educational Agencies 84.010 $ 1,525,882
Special Education Cluster
Special Education - Grants to States 84.027  14215-507-PNO1 199,043
Improving Teacher Quality State Grants 84.367 238,210
Total federal awards expended $ 1,963,135

See accompanying Independent Auditor's Report.
See accompanying notes to this schedule.
-14-



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Notes to the Schedule of Expenditures of Federal Awards

Year Ended June 30, 2015

(1) Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes
the federal grant activity of Drexel Foundation for Educational Excellence, Inc. (the
“School”) under programs of the federal government for the year ended June 30, 2015.
The information in this schedule is presented in accordance with the requirements of the
Office of Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Because the Schedule presents only a
selected portion of the operations of the School, it is not intended to and does not present
the financial position, changes in net assets or cash flows of the School.

(2) Summary of Significant Accounting Policies

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

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

GOVERNMENT AUDITING STANDARDS

The Board of Directors
Drexel Foundation for Educational Excellence, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of Drexel Foundation for Educational Excellence, Inc., d/b/a Thea Bowman
Leadership Academy (the “School”), which comprise the statement of financial position as
of June 30, 2015, and the related statements of activities and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon dated
March 14, 2016.

Internal Control Over Financial Reporting

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

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

-16-
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Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

Compliance and Other Matters

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

Purpose of this Report

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

&’U‘oui\ N

Indianapolis, IN
March 14, 2016
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
OMB CIRCULAR A-133

The Board of Directors
Drexel Foundation for Educational Excellence, Inc.

Report on Compliance for Each Major Federal Program

We have audited Drexel Foundation for Educational Excellence, Inc. d/b/a Thea Bowman
Leadership Academy’s (the “School””) compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and
material effect on each of the School’s major federal programs for the year ended June 30,
2015. The School’s major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the School’s major
federal programs based on our audit of the types of compliance requirements referred to above.
We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States;
and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
the School’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each

major federal program. However, our audit does not provide a legal determination of the
School’s compliance.
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Opinion on Each Major Federal Program

In our opinion, Drexel Foundation for Educational Excellence, Inc. complied, in all material
respects, with the types of compliance requirements referred to above that could have a direct
and material effect on each of its major federal programs for the year ended June 30, 2015.

Report on Internal Control Over Compliance

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

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

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that were not identified.
We did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses. However, 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.
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Indianapolis, IN
March 14, 2016
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Schedule of Findings and Questioned Costs
Year Ended June 30, 2015

I. Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued: Unmodified
Internal control over financial reporting:
= Material weaknesses: None Reported

= Significant deficiencies that are not
considered to be material weaknesses: None Reported

Noncompliance noted which is material
to financial statements: No

Federal Awards

Internal control over major programs:
= Material weaknesses: None Reported

= Significant deficiencies that are not
considered to be material weaknesses: None Reported

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

Audit findings disclosed that are required

to be reported in accordance with section
510(a) of Circular A-133: No
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Schedule of Findings and Questioned Costs
Year Ended June 30, 2015

I. Summary of Auditor’s Results, Continued

Identification of major programs:

CFDA Number Name of Federal Program or Cluster

Title I, Part A Cluster

84.010 Grants to Local Educational Agencies
Dollar threshold used to distinguish

between Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee: No

1. Financial Statement Findings

No matters are reportable.

I11. Federal Award Findings and Questioned Costs

No matters are reportable.
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2015
SIGNIFICANT DEFICIENCY

FINDING NO. 2014-001
PROCUREMENT POLICY

Condition

During the 2014 audit, it was noted that the School conducted a number of procurement actions
in excess of $50,000, including computer purchases, contracted tutoring, and educational
materials purchases, and did so without a written procurement policy governing purchase
transactions.

Recommendation
The auditor recommended that the School develop a written procurement policy that is
responsive the School’s various procurement needs.

Current Status
A formal written procurement policy was created and adopted for use in March 2015.

SIGNIFICANT DEFICIENCY
FINDING NO. 2014-002
FINANCIAL REPORTING

Condition

During the 2014 fiscal year, the School determined that expenditures for the 2013 fiscal year
had not been claimed for reimbursement. A claim for these expenditures was submitted and
paid in fiscal 2014. The expenditures were not properly reported on the Schedule of
Expenditures of Federal Awards (SEFA) for fiscal year 2013.

Recommendation

The auditor recommended that procedures be implemented to assure that the terms and
conditions of each grant are identified and responsibility be assigned for accurate financial
reporting.

Current Status
No further action is required. The School was in compliance for the 2014 fiscal year.

-23-



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Summary Schedule of Prior Audit Findings, Continued
Year Ended June 30, 2015
DEPARTMENT OF EDUCATION

FINDING NO. 2014-003
TITLE I, GRANTS TO LOCAL EDUCATIONAL AGENCIES, CFDA 84.010

Condition

During the 2014 audit, it was noted that the School conducted a number of procurement actions
in excess of $50,000, including computer purchases, contracted tutoring, and educational
materials purchases, and did so without a written procurement policy governing purchase
transactions.

Recommendation
The auditor recommended that the School develop a written procurement policy that is
responsive the School’s various procurement needs.

Current Status
A formal written procurement policy was created and adopted for use in March 2015.

DEPARTMENT OF EDUCATION
FINDING NO. 2014-003
SPECIAL EDUCATION - GRANTS TO STATES, CFDA 84.027

Condition

During the 2014 fiscal year, the School determined that expenditures for the 2013 fiscal year
had not been claimed for reimbursement. A claim for these expenditures was submitted and
paid in fiscal 2014. The expenditures were not properly reported on the Schedule of
Expenditures of Federal Awards (SEFA) for fiscal year 2013.

Recommendation

The auditor recommended that procedures be implemented to assure that the terms and
conditions of each grant are identified and responsibility be assigned for accurate financial
reporting.

Current Status
No further action is required. The School was in compliance for the 2014 fiscal year.
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a
THEA BOWMAN LEADERSHIP ACADEMY

Other Reports

Year Ended June 30, 2015

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

Supplemental Audit Report of Drexel Foundation for Educational Excellence, Inc.
The Supplemental Audit Report contains the results of compliance testing required by the
Indiana State Board of Accounts under its Guidelines for the Audits of Charter Schools

Performed by Private Examiners pertaining to matters addressed in its Accounting and Uniform
Compliance Guidelines Manual for Indiana Charter Schools.
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