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

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

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 is presented for purposes of
additional analysis as required by the audit requirements of Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance), 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, 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 April 26,
2017 on our consideration the School’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the School’s internal
control over financial reporting and compliance.

DONOVAN

\\Bavou'ﬁw'

Indianapolis, Indiana
April 26, 2017



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

June 30, 2016 and 2015
2016 2015
ASSETS
CURRENT ASSETS
Cash $ 823,483 $ 967,077
Cash - restricted for debt service 221,250 206,250
Certificate of deposit 524,038 524,038
Grants receivable 564,482 62,083
Other receivables 40,262 91,083
Prepaid expenses 49,690 -
Total current assets 2,223,205 1,850,531
PROPERTY AND EQUIPMENT
Land 859,886 859,886
Buildings and improvements 16,857,204 16,857,204
Furniture, fixtures and equipment 3,772,502 3,772,502
Less: accumulated depreciation (7,066,538) (6,351,818)
Property and equipment, net 14,423,054 15,137,774
OTHER ASSETS
Cash restricted for debt service 1,454,973 1,505,075
Debt issuance costs, net of amortization 670,884 699,463
Total other assets 2,125,857 2,204,538
TOTAL ASSETS $ 18,772,116 $ 19,192,843
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current portion of bonds payable $ 295,000 $ 275,000
Accounts payable and accrued expenses 109,866 19,985
Total current liabilities 404,866 294,985
LONG-TERM LIABILITIES
Bonds payable, net of current portion 17,630,000 17,925,000
Total liabilities 18,034,866 18,219,985
NET ASSETS, Unrestricted 737,250 972,858
TOTAL LIABILITIES AND NET ASSETS $ 18,772,116 $ 19,192,843

See independent auditors' report and accompanying notes to the financial statements.
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.

d/b/a THEA BOWMAN LEADERSHIP ACADEMY
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
Other

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
$ 8,685,718  $ 9,354,650
3,200,796 2,722,797
210,743 253,489
1,819 500

1,633 1,307
89,376 65,315
12,190,085 12,398,058
10,568,091 11,817,933
1,857,602 1,706,591
12,425,693 13,524,524
(235,608) (1,126,466)
972,858 2,099,324

$ 737250 $ 972,858

See independent auditors' report and accompanying notes to the financial statements.
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FUNCTIONAL EXPENSES
Salaries, wages, and benefits
Staff development
Professional services
Repairs and maintenance
Authorizer oversight fees
Food service expense
Transportation
Academic and management services
Amortization
Classroom, kitchen, and office supplies
Occupancy
Depreciation
Interest
Insurance
Other

Total functional expenses

DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a THEA BOWMAN LEADERSHIP 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
$ 6,522,953 $ 706,264 $ 7,229,217 $ 6,988,293 $ 604,678 $§ 7,592,971
50,655 - 50,655 77,242 - 77,242
195,264 114,319 309,583 502,635 21,452 524,087
178,809 520 179,329 269,670 - 269,670
- 188,472 188,472 - 187,153 187,153
679,353 - 679,353 671,912 - 671,912
83,715 1,998 85,713 71,117 - 71,717
- 536,033 536,033 - 654,825 654,825
- 28,579 28,579 - 28,578 28,578
328,937 103,171 432,108 493,452 105,180 598,632
561,523 - 561,523 598,710 - 598,710
714,720 - 714,720 898,204 - 898,204
1,229,466 - 1,229,466 1,240,098 - 1,240,098
- 155,088 155,088 - 66,038 66,038
22,696 23,158 45,854 - 38,687 38,687
$ 10,568,091 $ 1,857,602 $ 12,425,693 $ 11,817,933 $ 1,706,591 § 13,524,524

See independent auditors' report and accompanying notes to the financial statements.
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a THEA BOWMAN LEADERSHIP ACADEMY
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2016 and 2015

2016 2015
OPERATING ACTIVITIES
Change in net assets $ (235,608) $ (1,126,466)
Adjustments to reconcile change in net assets
to net cash flows provided by (used in) operating activities:
Depreciation 714,720 898,204
Amortization 28,579 28,578
Change in:
Grants receivable (502,399) 224722
Other receivables 50,821 (70,860)
Prepaid expenses (49,690) 2,487
Accounts payable and accrued expenses 89,881 (831,277)
Net cash provided by (used in) operating activities 96,304 (874,612)
INVESTING ACTIVITIES
Purchases of property and equipment - (172,822)
FINANCING ACTIVITIES
Principal repayment of bond payable (275,000) (260,000)
(Increase) decrease in cash restricted for debt service 35,102 (11,250)
Net cash used by financing activities (239,898) (271,250)
NET CHANGE IN CASH (143,594) (1,318,684)
CASH, BEGINNING OF YEAR 967,077 2,285,761
CASH, END OF YEAR $ 823,483 $ 967,077
SUPPLEMENTAL INFORMATION
Cash payments for interest $ 1,229,466 $ 1,240,098

See independent auditors' report and accompanying notes to the financial statements.
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a THEA BOWMAN LEADERSHIP ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 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 was sponsored by Ball State University. Effective with the beginning of
the 2017 fiscal year, the school will be sponsored by Trine University. The School has entered
into a service agreement with The Leona Group, LLC, an organization incorporated in the State of
Michigan, 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.

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 15 to 39 years
Furniture, fixtures, and equipment 3 to 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, 2016 and 2015, no accounting for federal and state income taxes was required to
be included in the accompanying financial statements.




DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a THEA BOWMAN LEADERSHIP ACADEMY
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, 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 2013 are open to audit for both
federal and state purposes.

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 April 26, 2017, the date
these financial statements were available to be issued. Events occurring through that date have
been evaluated to determine whether a change in the financial statements or related disclosures
would be required.

Reclassifications — Certain figures for 2015 that were previously reported have been reclassified
for comparative purposes. These reclassifications had no impact on the report change in net
assets.

NOTE 2 - BONDS PAYABLE

Bonds payable as of June 30, 2016 and 2015 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.

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, and requiring financial reporting to the lender within certain timelines. The
School was in compliance with the debt service coverage ratio as of December 31, 2016, but
failed to provide the required financial information within the required timeline. The School has
obtained a waiver from the lender for the violation of this covenant.



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a THEA BOWMAN LEADERSHIP ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 2 - BONDS PAYABLE, Continued

Future maturities of the bonds are as follows for the years ending June 30:

2017 $ 295,000
2018 310,000
2019 330,000
2020 350,000
2021 370,000
Thereafter 16,270,000
Total $ 17,925,000

NOTE 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.

Expected lease payments for the year ending June 30, 2017 total $141,985.

NOTE 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
11.2%. 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, 2015 (the latest year reported), both TRF
and PERF were more than 80% funded.

Retirement plan expense was approximately $540,000 for the years ended June 30, 2016 and
2015.



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a THEA BOWMAN LEADERSHIP ACADEMY
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2016 and 2015

NOTE 5 - 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 payments received. The charter terminated June 30, 2016. Payments under this agreement
were $188,472 and $187,153 for the years ended June 30, 2016 and 2015.

For the 2014 — 2015 academic year, 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 for the year ended June 30,
2015. 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 were $536,033 for the year ending June 30, 2016.

NOTE 6 — 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, 2016 and 2015, substantially all
of the grants receivable balance was due from the State of Indiana. In addition, a majority of cash
deposits are maintained at BMO Harris Bank, and frequently exceed the FDIC insurance limit.

NOTE 7 - 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.

NOTE 8 - FUNCTIONAL EXPENSE REPORTING
The costs of providing the educational activities have been summarized on a functional basis in

the statements of activities. Accordingly, certain expenses have been allocated between program
and management services.
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.

d/b/a THEA BOWMAN LEADERSHIP ACADEMY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2016

Pass-Through Total
Federal Entity Federal
Federal Grantor Agency/Pass-Through Entity/ CFDA Identifying Awards
Cluster Title/Program Title/Project Title Number Number Expended
U.S. DEPARTMENT OF EDUCATION
Pass-through Indiana Department of Education
Title I, Part A
Grants to Local Educational Agencies 84.010 14-9790 $ 1,355,940
Special Education Cluster
14214-521-
Special Education - Grants to States 84.027 PNO1 252,704
Improving Teacher Quality State Grants 84.367 174,253
Total federal awards expended $ 1,782,897

11



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a THEA BOWMAN LEADERSHIP ACADEMY
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2016

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the
federal award activity of Drexel Foundation for Educational Excellence, Inc. under programs of
the federal government for the year ended June 30, 2016. The information in this schedule is
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the
operations of Drexel Foundation for Educational Excellence, Inc., it is not intended to and does
not present the financial position, changes in net assets, functional expenses, or cash flows of
Drexel Foundation for Educational Excellence, Inc.

NOTE 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 the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.

12
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INDEPENDENT AUDITORS’ 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, 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, and have issued our report thereon dated April 26, 2017.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control over financial reporting 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 financial reporting 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 over financial
reporting that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified. We did identify a deficiency in internal control, described in the
accompanying schedule of findings and questioned costs that we consider to be a significant
deficiency (2016-001).

www.cpadonovan.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which are
described in the accompanying schedule of findings and questioned costs as item 2016-001.

The School’s Response to Findings

The School’s response to the finding identified in our audit are described in the accompanying
schedule of findings and questioned costs. The School’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on
it.

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 Drexel
Foundation for Educational Excellence, Inc.’s internal control or on compliance. This 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 and compliance. Accordingly,

this communication is not suitable for any other purpose.

DONOVAN

JBDM ovan

Indianapolis, Indiana
April 26,2017
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH THE UNIFORM GUIDANCE

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
U.S. Office of Management and Budget (OMB) 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, 2016. The
School’s major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

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

Auditors’ 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 the audit requirements of Title 2 U.S.
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the School’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the School’s
compliance.

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 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, 2016.

Report on Internal Control Over Compliance

Management of the School is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the School’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program as a basis for designing 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 the Uniform Guidance, 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.

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

the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

DONOVAN

A‘Uou'ﬁ\\i

Indianapolis, Indiana
April 26,2017
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DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a THEA BOWMAN LEADERSHIP ACADEMY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2016

I. Summary of Auditors’ Results

Financial Statements

Type of auditors’ 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 auditors’ report issued on compliance
for major programs:

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

Identification of major programs:

CFDA Number

84.010

Dollar threshold used to distinguish
between Type A and Type B programs:

Auditee qualified as low-risk auditee:

17

Unmodified

None Reported

Yes

None Reported

None Reported

Unmodified

Name of Federal Program or Cluster

Title I, Part A
Grants to Local Educational Agencies

$750,000

No



DREXEL FOUNDATION FOR EDUCATIONAL EXCELLENCE, INC.
d/b/a THEA BOWMAN LEADERSHIP ACADEMY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2016

II. Financial Statement Findings

FINDING NO. 2016-001 RECEIPTS AND DEPOSITS

The School was unable to provide documentation that would allow tracing of receipts to specific
deposits. This lack of documentation prevented verification that receipts selected for testing were
deposited into the School’s bank account. This could potentially subject the school to the risk of
misappropriation of funds. Procedures should be established to remedy this issue in future periods.

II1. 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
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 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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Thea Bowman Leadership Academy

3401 West 5™ Avenue
Gary, Indiana 46406
Office (219) 944-3100
Fax (219) 977-4780

April 26, 2017

Donovan, P.C.
9245 N. Meridian Street, Suite 302
Indianapolis, IN 46260

This letter is to outline responses to 6/30/16 Internal Control audit findings:

1) Finding No. 2016-001 Receipts and Deposits — to correct this finding, Thea Bowman Leadership Academy has implemented
procedures requiring support for all deposits to be scanned and reconciled monthly as a part of the month end close.
Receipts are reviewed and approved by the school Principal and a reconciliation worksheet is prepared to account for all
funds. The approved reconciliation worksheet and all supporting receipts are scanned to finance and reconciled to the bank
statement monthly.

Thank you,

Earl Phalen, Superintendent
NAME, TITLE

4

Signature

Champion Students, Champion Parents and Champion Staff
www.theabowmanacademy.org
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