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INDEPENDENT AUDITORS' REPORT
\

To the Board of Directors of
Avondale Meadows Academy, Inc. d/b/a
United Schools of Indianapolis:

Report on the Financial Statements

We have audited the accompanying financial statements of Avondale Meadows Academy, Inc. d/b/a United Schools
of Indianapolis [a network of Indiana public charter schools, "USI™l, which comprise the statements of financiat
position as of June 30, 2018 and 2017, and the related statements of activities and cash flows for the years then
ended, and the related netes to the financial statements.

Management's Responsibility for the Financial Statements

Management is respensible 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

Qur responsibility is to express an opinion on the financial statermnenis based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America, the standards
applicable te financial audits centained in Governmnent Auditing 5Standards, issued by the Comptroller General of
the United States of America, Guidelines for Examination of Entities Receiving Financial Assisiance from
Gavernmental Sources and Guidelines of Audits of Charter Schools performed by Frivate Examiners established by
the Indiana State Board of Accounts. Those standards require that we plan and perfarm the audits to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

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



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

opinion.

{Opinion
In our opinioink the financial statements referrad to abave present fairly, in all material respects, the financial

position of US| as of June 30, 2018 and 2017, and the changes in its nel assets and its cash flows for the years
then ended in accerdance with accounting principles generally accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

[n accordance with Government Auditing Standards, we have also issued our report dated October 22, 2018 on our
consideration of USHs 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 the effectiveness of USH's 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 USI's internal controt aver financial reporting and compliance.

Srcenisillt- EPAs Pre.

October 22, 2018



AVONDALE MEADOWS ACADEMY, INC. D/B/A UNITED SCHOOLS OF INDIANAPOLIS

STATEMENTS COF FINANCIAL POSITION
JUNE 30, 2018 AND 2017

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Cash restricted for middle scheol construction

Total cash

Investments
Accounts receivable:
Grants
Other
Prepald expenses and deposits

Total current 8s56Ls
CASH RESTRICTED FOR BOND REDEMPTION

FROPERTY AND EQUIPMENT
Land
Bulldings and building improvemants
Furniture and eguipment
Textbooks
Computers and software
Vehicles
Construction in progress
Accumulated depreciation

Total property and equipment, net

Total assets

2018 2017

$ 1820478 $ 2,600,087
1.076,746 5,.032.014
2,908,224 7,632,095
216,395 242,767
168,324 680,816
97.597 71,484
130,121 158,330
3,518,681 8,786,492
2.014,554 1,442,968
564,800 564,800
13,407,082 13,367,925
1,288,322 1,127,754
397,777 275,594
515,451 515,451
5.000 5,000
5,075,360 44,875
{3.017.122} (2,344,953
18,236,670 13,556,446

3 23,769,885 $ 23,785,906

IABILITIES A ET ASSET

2018 2017
CURRENT LIABILITIES
Accounts payable $ 67,669 $ 55,421
Payroll and other accrued expenses 1,710,347 396,314
Current portion of long-term debt 100,708 95,807
Current portion of capital lease obligations - 8,077
Total current liabiiities 1,878,724 555,619
LONG-TERM LIABILITIES, NET
Long-term dett, net of current portion, unamortized bond
discount, and deferred bond issuance costs 20,629,876 20,704,425
Toral liabilities 22,508,600 21,260,044
COMMITMENTS (NOTES 3 AND 9)
NET ASSETS
Unrestricted 831,244 1,359,867
Unrestricted board designated 70,000 80,000
Tota! unrestricted net assets 1,001,244 1,419,867
Temporarily restricted 260,041 1,105,985
Total net assets 1,261,285 2,525,862
Total fabilfties and net assets $ 23,768,885 $ 23,785,906

See accompanying notes to financial statements,



AVONDALE MEADOWS ACADEMY, INC. D/B/A UNITED SCHOOLS OF INDIANAPOLIS
STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

2018 2017
TEMPORARILY TEMPORARILY
UNRESTRICTED  RESTRICTED T0TAL UNRESTRICTED  RESTRICTED TOTAL
REVENUE AND SUPPORT
State education support $ 7,971,801 $ - $  7.971.801 3 6,999,346 3 - $ 69058346
Faderal funding 1,861,655 - 1861655 1678172 - 1678172
Student fees 45,527 - 45527 46,613 - 46,613
Contributions and grants 69,210 65,790 135,000 194,958 1.008.632 1,203,501
Investment income 57,383 - 57,383 8,958 - 8,958
In-kind - - - 217,487 - 217,487
Other 41,274 : - 412714 63,576 - 68,976
Net asset released from restriction 911,743 (911,743) - 144 629 (144,629) -
Total revenue and support 10,964,583 (845.853) 10,118,640 9,360,120 B864.003 10,224,123
EXPENSES (NOTE 8}
Salaries and wages 5,429,390 - 5,429,380 4.365.085 - 4,365,085
Employee benefits and development 1,422,288 - 1,422,288 1.167.118 ~ 1.167.118
Professional services 841,527 - B41.527 783.074 - 793,074
Transportation 105,498 - 105,498 4,859 - 4.959
Food cost 635,738 - £35.738 520,261 - 520,261
Repalrs and malntenance 91,511 - 91,51 58,548 - 58,549
Classroom, kitchen and office supplies 357,239 - 357.238 247127 - 241327
Information technology 225,255 - 225,255 160,587 - 160,587
Ccecupancy 540,748 - 540,748 388,378 - 388.378
Depreclation and amortization 680,373 - 680,378 582,867 - 502 867
Interest 889,904 - BBS.904 1.064,6089 - 1.064.599
Insurance 37134 - 37134 54,672 54,672
Cther 126,607 - 126.607 143,868 - 143,859
Total expenses 11,383,217 - 11.383.217 9,661,245 - 3,661,245
CHANGE {N NET ASSETS BEFORE LOSS ON EXTINGUISHMENT OF DEBT {418,624) (845,853} {1.264.577) {301,125} 864,003 562,878
LOSS ON EXTINGUISHMENT OF DEBT - - - (563,268) - {563,268)
CHANGE iN NET ASSETS {418,624} (845,953) {1.264,577) {B64,384) 864,003 (397)
NET ASSETS, BEGINNING OF YEAR 1,419,867 1,105,985 2,525,862 2,284,261 241,992 2,526,253
NET ASSETS, END OF YEAR 3 1,001,243 $ 260,042 $ 1,261,285 $ 1,415,867 3 1,105,995 $ 2525862

See seccompanying notes to financial statements.



AVONDALE MEADOWS ACADEMY, INC. D/B/A UNITED SCHOOLS OF INDIANAPOLIS
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets

ADJUSTMENTS TO RECONCILE CHANGE 1N NET ASSETS
TO CASH FLOWS FROM OPERATING ACTIVITIES:

Depreciation and amaortization
Unrealized and realized (gain) oss on investments
Loss on extinguishmernt of debt
Write off of hond issuance costs due to debt refinance
Increase {decrease) in operating assels:

Grants receivable

Other receivables

Prepaid expenses and deposits
{Increase) decrease in operating Habilities:

Accounts payable

Payroli and other accrued expenses

Met cash and cash equivalents provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments
Proceeds from sale of investments
Purchases of property and equipment

Met cash and eash equivalents used in investing sctivities

CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings fram bond issuance, net of debt refinanced
Payment of bond issuance costs
Principal repayment of long-term debt
Principal reduction of capital jease obligations
Payments made in relation to the extinguishment of capital lease obligations

Net cash and cash equivalents provided by fused in} financing activities

NET CHANGE iN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AND CASH RESTRICTED FOR BOND REDEMPTION, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AND CASH RESTRICTED FOR BOND REDEMPTION, END OF YEAR

CASH RESTRICTED FOR BOND REDEMPTION
TOTAL CASH AND CASH EQUIVALENTS IN CURRENT ASSETS

SUPPLEMENTAL DISCLOSURES
Cash paid for interast expense
Cash paid for interest related to debt extinguishment

NON-CASH OPERATING ACTIVITIES:
in-king contrioutions

NON-CASH INVESTING ACTIVITIES:
Preperty and equipment In other accrued expenses

NON-CASH FINANCING ACTIVITIES:
Total proceeds from bond issuance

Loan and capital lease obiigation payoff transferred directly between creditors via borrowings from bond issuance

2018 2017
$ 0264570 % (301)
680,378 592,867
32,194 {54)
- 563,269
37.909
512,492 {94,005)
{26.113) (51.445)
29,209 11,953
12,248 48,100
£76.925 75795
652,756 1,173,987
64,800) {71,087)
58,978 1,081,929
{4,723.494) 1397.578)
(£,729.316) 612,864
- 7,416,704
- (288,038)
{69,648) (91,144)
B.077) (31.572)
- (563.269)
{77.725) 6.442,681
{4,154,265) 8220532
9,075,083 845,531
4.926,778 9,075,063
(2,01 4.554) (1,442 968)
$ 2006224 $  T.632.005
$ 280570  $ 990,080
$ $ 74648
3 - % 186000
$ 637108 % -
$ - % 20,848,288
$ - $ {13.471,584)

See accompanying notes to financiai statements,



AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES 70 FINANCIAL STATEMENTS

June 30, 2018 AND 2017

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GENERAL

Avondale Meadows Academy, Inc. d/b/a United Schools of Indianapolis ["USI"] is a public benefit nat-for-
profit organization incarperated under the laws of the Siate of Indiana. USI [formerly named Challenge
Foundation Academy, Inc.) is the erganizer of three charter schools located in Indianapolis, Indiana. Each
of the schools is a public charter schoot established under Indiana Code 20-24 and sponsored by the
Mayor's Office of the City of Indianapolis. USI's main source of revenue and support is from state and
federal education funding.

Avondale Meadows Academy (Avondale], which opened in 2004, is 2 K-3 tuition-free quality public charter
schaot founded an the Core Knowledge curriculum. The core focus is to pravide an outstanding education
for our children equipping them with the knowledge, wisdom, core values, and behaviors to be successful
in life. The mission of Avondale is to provide a rigorous and relevant college-preparatory program,
grounded in our belief in the ability of every child to succeed at high levels.

Vision Acaderny at Riverside [Vision], which opened in 2014, is K-8. Vision will provide every scholar in its
school a college-preparatory education. Vision couples a literacy-based, content-rich academic program
with a unigue Vision curriculum, fecused on goal setting and individual passions. Vision also offers every
scholar ample after-school and extra-curricular cpportunities as well as a rich array of family
involverment opportunities, designed to ensure every scholar has the skills and support to succeed in
college and in life.

Avondale Meadows Middle Schoal [AMMS], which opened in July 2017, is a free, public, neighborhood
charter school serving grades 6 - 8. AMMS offers a strong Core Knowledge curriculum which
complements Indiana’s Academic Standards and Common Core Standards. This curriculum is integrated
with and supported by enVision Mathematics and Reader’s and Writer's Werkshop, which is intended to
prepare students for college.

BASIS OF ACCOUNTING AND UJSE OF ESTIMATES

The accompanying financial statements have been prepared on an acecrual basis of accounting. 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 armounts and disclosures. Actual results could differ from those estimates.

FINANCIAL STATEMENT PRESENTATION

In accordance with Accounting Standards for the Preparation of Financial Statements for Not-for-Profit
Organizations, US| is reguired to report infermation regarding its financial position and activities
accarding to three classes of net assets restrictions:




AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES TO FINANCIAL STATEMENTS

June 30, 2018 AND 2017

1.

SUMMARY OF SIGNIFICANT ACCOUNTING PoLICIES, CONTINUED

FINANECIAL STATEMENT PRESENTATION, CONTINUED

s Unrestricted net assets, which represent assets that the Board of Directors has discretionary
control to use in carrying on the operations of the organization in accordance with its articles of
incorporation and by-laws.

s Temporarily restricted net assets, which represent assets restricted by the donor, grantor, or
other outside party for a specific purpose or until the passage of time,

e [Permanently restricted net assets, which represent donor-imposed-restrictions that neither
expire by being used according to the donor's purpose or with the passage of time.
In addition, there are certain transactions that occur during the normal course of business between
Avondate, Vision, and AMMS. These transactions have been eliminated for reporting purposes.

CASH AND CASH EQUIVALENTS

For purposes of the statement of cash flows, US| considers all highly liquid debt instruments purchased
with a maturity of three months or less to be cash equivalents. There were cash equivalents of
$1,732,959 and $1,019,736 at June 30, 2018 and 2017, respectively.

At June 30, 2018 and 2017, US] maintained cash in excess of amounts insured by the Federal Deposit
insurance Corporation (FDIC] of $250,000 by approximately $3.3 million and $7.6 million, respectively.

GRANTS AND ACCOUNTS RECEIVARLE

Grants receivable relate to activities funded under private grants and federal and state programs.
Management believes that US| is operating in compliance with regulatory requirements and as such no
allowance for doubtful accounts is deemed necessary. All grants and accounts receivable are due within
one year.

INVESTMENTS AND FAIR VALUE MEASUREMENTS

investrments in equity securities with readily determinable fair values and zll investments in debt
securities are reported at their fair values in the statements of financial position. Investment income and

gains and losses on investments are reported in the statement of activities as increases or decreases in
unrestricted net assets,

Accounting Standards for Fair Value Measurement define fair value as the exchange price that would be
received for an asset or paid io transfer a liability (exit price] in the principal or most advantageous
market for the asset or liability in an orderly transaction beiween market participants at the
measurement date. Those standards also establish a three-level fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value, giving highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities {level 1 measurements) and lowest prierity to
unobservable inputs (level 3 measurements).

Level 1 inputs are quoted prices (unadjustad) in active markets for identical assets or liabilities that the
reperting entity has the ability to access at the measurement date. Level 2 inputs are inputs other than




AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES TO FINANCIAL STATEMENTS

June 3C, 2018 AND 2017

1. SUMMARY OF SIGNIFICANT ACCOUNTING PoLICIES, CONTINUED

[NVESTMENTS AND FAIR VALUE MEASUREMENTS, CONTINUED

guoted prices included within Level 1 that are observable for the asset or liability, either directly or
indirectly. Levet 3inputs are unobservable inputs for the asset or tiability.

Fair values measured cn a recurring basis at June 30 are as follows:

Quoted Prices

in Active Significant
Markets for Other
ldentical Observable
2018 Assets fnputs
Totals iLevel 1) (Level 2)
INVESTMENTS
Corporate and
government bonds $ 213,964 $ 743,944 % -
Quoted
Prices in
Active Significant
Markets for Other
[dentical Observable
2017 Assets Inputs
Totals [Level 1) fLevel 2)
INVESTMENTS
Corporate and
government bonds $ 23095 $ 230,954 $ -

Following is & description of the valuation methodologies used for assets measured at fair value. The
methods for determining fair value have not changed in fiscal year 2018.

» Government and corporate honds: Valued based on quaoted market prices,
The cast of investments at June 30, 2018 and 2017 was $1,246,323 and $1,253,548, respactively.

PROPERTY AND EQUIPMENT

Purchases of property and equipment greater than $1,000 that materially increase value or extend useful
lives are capitalized and are recorded at cost, Computer purchases exceeding $300 are recorded at cost
and capitalized. Donated property and equipment is recorded at estimated fair market value on the date
of contribution. Routine maintenance and repairs and minor replacement costs are charged te expense
as incurred.




AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES TO FINANCIAL STATEMENTS

June 30, 2018 AND 2017

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

PROPERTY AND EQUIPMENT, CONTINUED

Depreciation is provided over the estimated useful lives of the respective assets using the straight-iine
method. Construction in progress related to AMMS will be depreciated over the estimated useful lives of
the respective assets once placed in service. Interest of $286,943 was capitalized as a part of the
construction in progress related to the AMMS as of June 30, 2018. There was no capitalized interest as of
June 30, 2017. The estimated useful lives generally are as follows:

Buildings and improvements 4D years
Furniture, equipment, and vehicles 5 years
Textbooks 4 years
Computers and software Jyears

REVENUE RECOGNITION

Revenues primarity come from resources provided under the Indiana Charter Schoots Act. Under the Act,
US| 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 monthiy
installments in July threugh June coinciding with the academic school year. Revenue is recognized in the
year in which educational services are rendered.

A portion of USI's revenue is the product of cost reimbursement grants. Accordingly, US| recognizes
revenue under these grants as costs are incurred.

CONTRIBUTIONS AND GRANTS

Caontributions and grants received are measured at their fair values and are reported as an increase in
net assets in the period they are promised. US| reports gifts of cash and other assets as restricted
support if they are received with donor stipulations that limit the use of the donated assets, or if they are
designated as support for future periods.

When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, tempararily resiricted net assets are reclassified to unrestricted net assets and reported

in the statement of activities as net assets released from restrictions.

CONTRIBUTED SERVICES

Pursuant to the Not-for-Profit Organizations Revenue Recognition Accounting Standards, contributions of
services are recognized if the services received {a) create or enhance non-financial assets or (bl require
specialized skills, are performed by people with those skills, and would otherwise be purchased by US|

Contributions of tangible assets are recognized at fair value when received. The amounts reflected in the
accompanying financial statemenis as in-kind contributions are offset by like amounts included in
expenses or additions to property and eguipment.




AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES TG FINANCIAL STATEMENTS

June 30, 2018 AND 2017

1.

SUMMARY OF SIGNIFICANT ACCOUNTING PoLiciES, CONTINUED

CONTRIBUTED SERVICES, CONTINUED

[n-kind contributions have been included in the statements of activities. They have been treated as non-
cash activities for the purposes of the statements of cash flows. In-kind contributions for the years ended
June 30 were: '

2018 2017

Avondale $ - $ 41,994
Vision - 55,473
AMMS - 106,000
$ - $ 217487

There were no in-kind contributions during fiscal year 2018. $86,000 of in-kind contributions represents
nursing services and $100,00C of in-kind contributions is for donated school administrative services for
fiscal year 2017. Volunteers provide program services throughout the year that do not meet the
recognition criteria for contributed services. These services include volunteering at events, picking up
donations, and various clerical tasks. The value of these services has not been reflected in the
statements of activilies,

ADVERTISING

Advertising expenses totaled $44,772 and $50,716 for fiscal years 2018 and 2017, respectively. USI's
policy s to record advertising expenditures in the period in which they are incurred.

Tax STATUS

USl is exempt from income tax under the provisions of Section 501 [<](3] of the internal Revenue Code,
however, US| would be subject to tax on income unrelated to Hs tax-exempt purpose. US| is not
considered a private foundation as defined in Section 509(a} of the Internal Revenue Ceode.

SUBSEQUENT EVENTS

USI evaluated subsequent events through Gctober 22, 2018, the date these financial statements were
available to be issued.

10



AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NGTES TO FINANCIAL STATEMENTS

June 30, 2018 AND 2017

~

2. LONG-TERM DEBT

Long-term debt consisted of the following as of June 30:

018 2017

2017 Series Bonds & 21,345,000 $ 21,345,000

Equipment loan payahle to IFF 144,176 239 982
Total long-term debt 21,489,176 21,584,982
Less: current portion {100,708| (95,807)
Less: unamortized discount on 2017 series bonds {480,155] (494,712)
Less: deferred loan cosis (278,437 (288,038)
Lang-term, net $ 20,629,874 $ 20,704,425

In June 2018, USI obtained financing for the purpose of refinancing the previously existing Series 2013
bonds, pay off a develepment lease arrangement [See Note 3], and construct a new building for AMMS
through the sale of Educational Facilities Multipurpose Revenue Bonds, Series 2017, issued by the
Indiana Finance Authority. The Series 2017 bonds are payable in a series of escalating payments of
principle and interest beginning in July 2019 and January 2018, respectively, with the final payment due in
July 2047. The note carries an interest rate beginning at 5.0% and rising 1o 5.375% by July 2038, The lcan
is secured by land, building, and other business assets,

Approximately $5,000,000 of the bonds’ balance will be used in the construction of the AMMS building and
grounds of which $1,076,744 and $5,032,G14 was remaining at June 30, 2018 and 2017, respectively. The
Series 2017 bonds require the establishment of a debt reserve fund of $1,442 9468 that will assist with final
payment of the bonds. A bond escrow account with a balance of $571,584 at June 30, 2018 was also
established in conjunction with the Series 2017 hond agreement to secure against defeasance on the
bonds.

The loan sgreements contain certain covenants that limit USl's ability to incur indebtedness or
guarantees, purchase or dispose of assets, or change the nature of the business. The agreement also
contains financial maintenance covenants establishing a minimum debt service coverage ratio and days
cash on hand requirement. US| was in compliance with all applicable debt covenants at June 30, 2018.

Costs associated with securing financing, have been deferred and are being amortized aver the term of
the bonds using the straight-line method.

11



AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES TO FINANCIAL STATEMENTS

June 30, 2018 AND 2017

2. LoNG-TERM DEBT, CONTINUED

The loan from llinois Facilities Fund [IFF] is payable in monthly installments, including interest at 5% per
annum, through November 2019, The loan is secured by a first position in all of USl's furniture, fixtures,
and equipment.

Future maturities of long-term debt at June 30 are as foilows:

2019 $ 100,708
2020 308,448
2021 285,000
20622 325,000
2023 345,000
Thereafter 20,105,000

$ 21489174

3. CAPITAL AND OPERATING |LEASES

USI had an agreement to lease its Vision building commencing September 1, 2014, The lease was
accounted for as a capital lease. The lease required monthly escalating rental payments through the
termination of the lease in 2043, USI was also responsible for all costs associated with the buitding,
including insurance, taxes, repairs, maintenance, and utilities. This tease was paid in full as of June 30,
2017 in conjunction with the bond transaction described in Note 2.

USI leased certain items of equipment under a lease that was accounted for as a capital lease. The cost
and accumulated depreciation relating to the leased equipment was recorded at $82,425 and $75,554 as
of June 30, 2017. The capital lease was paid in full as of June 30, 2018,

US| also leases items of equipment and building space under operating leases with various expiration
dates through June 2022. Total expense under operating leases for fiscal years 2018 and 2017 was

$144,883 and $55,260, respectively.

Future minimum rental payments reguired under operating leases at June 30 are as follows:

2019 $ 77,135
2020 57,346
2021 57,346
2022 , 38,918

$ 230,745




AVONDALE MEADOWS ACADEMY, INC, D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES TO FINANCIAL STATEMENTS

June 30, 2018 AND 2017

4. BoaRD DESIGNATED NET ASSETS

The Charters for Avendale, Visian, and AMMS require that each establish an account held in escrow of
$20,000 no later than December of the third year of operations. The escrow is designated for any
potential dissoluticn costs of the school. Board designated net assets were as follows at June 30:

2018 2017

Avondale $ 30,000 $ 30.00C
Vision 30,000 30,000
AMMS 10,000 -
$ 70000  _$ 40,000

5. RESTRICTED NET ASSETS

Temporarily restricted net assets represent resources received from grantors and donors that were not
expended for restricted purposes as of June 30, 2018 and 2017, Temporarily restricted net assets as of
June 30 were available for the following purposes:

2018 2017
Teacher awards and bonuses % 201,347 $ 221,767
Implementation 2,010 550,654
Capacity building - 276,000
Other pregrams 54,685 63,632
§ 260,042 $ 1,105,995

Net assets were released from donor restrictions by incurring expenses or purchasing assets satisfying
the restricted purpose. The following purpase restrictions were accomplished during the years ended

June 30:
201 2017
Teacher awards and bonusas g 20,360 $ 7.485
Implementation 548,646 124,344
Capacity building 270,000 -
Other programs 72,737 12,800
$ 911,743 § 144,629
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AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES TC FINANCIAL STATEMENTS

June 30, 2018 AND 2017

6.

RETIREMENT PLANS

USI provides retirement benefits covering substantially all fult-time employess. Retirement benefits for
teaching personnel are provided by the ndiana State Teachers' Retirement Fund {"TRF"], which is a cost-
sharing multiple-employer defined benefit retirement plan governed by the State of Indiana and
administered by the Indiana Public Retirement System ["INPRS"] Board. Contribution requirements of
plan members are determined annually by the INPRS Board. In 2018 and 2017, US| contributed 7.5% of
compensation for teaching faculty to TRF. Should US| elect to withdraw from TRF, US| could be subject to
a withdrawa! fee. USI's contributions represent an insignificant percentage of the total contributions
received by TRF. As of June 30, 2017 [the latest year reported]. TRF was more than 85% funded. A capy
of the complete annual report for the year ended June 30, 2017 can be obtained at:

www.in.gov/inprs/files/2017INPRSCAFR_Web.pdf
USI also offers a 403fb] defined contribution retirement plan. Non-teaching personnel and teachers who
opt to not participate in TRF are eligible for benefits under the 403ib} plan. Under the 403(b] plan, USI

cantributes 7.5% of employee's compensation.

For 2018 and 2017, retirement pilan expense under both plans was $325,225 and $240,892, respectively,

RISKS AND UNCERTAINTIES

US| provides education services tc families residing in Marion and surrounding counties in indiana, and is
subject to the risks of economic and competitive forces at wark within this gecgraphic 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 USI. Additionally, USl is
subject to manitoring and audit by state and federal agencies. These examinations may result in
additional liability to be imposed on US|,

Financial instruments that potentiaily subject US| to concentrations of credit risk consist principally of
revenues from the State of Indiana. For 2018 and 2017, the basic state tuition support was 41.6% and
£3.0%, respectively. At June 30, 2018, substantially alt of the grants receivable balance was due from the
State of Indiana. At June 30, 2017, the 80.6% of grants receivable was due from one private funder,

FUNCTIONAL EXPENSE REPORTING

The costs of providing the educational activities have been summarized on a functional basis in the
statement of activities. Accordingly, certain expenses have been allocated between program and
management services. Following s a summary of expenses comprising program services and
managament and general, and fundraising for the years ended June 30:

2018 017
Pregram Services $ 8,278,515 $ 7,523,300
Management and General 3,097,440 2,122,154
Fundraising 1,262 15,789
$ 11,383,217 $ 9,661,245
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AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES TO FINANCIAL STATEMENTS

June 30, 2018 AND 2617

9.

10.

COMMITMENTS

In fiscal year 2018, US| entered into purchase commitments for the design and construction of a building

for AMMS and scheol security systems, USI has an outstanding commitment with vendors of
approximately $75,000 at June 30, 2018 for the projects. The building will be placed into service in fiscal

year 2019.

FEDERAL, STATE, AND LOCAL GRANT AWARDS

[n accordance with guideiines established by the Indiana State Board of Accounts, this federal, state, and
local grant information was included to aid in the verification of Indiana financial assistance on the Annuat
Financial Report (AFR].

Program Name Grantar Name CFDA Revenue Expense Funding Type
National School indiana 10.555 $6467,884 $629,314 Federal grant
Lunch Program Department of passed
Education through state
or local
government
Title |, Part A Indiana 84.010 $906,562 $906,542 Federat grant
Cluster Department of passed
Education through state
or local
government
Special Education Indiana 84.027 $194.511 $194,511 Federal grant
Cluster (IDEA, Department of passed
Part B! Education through state
or local
government
Supporting Indiana 84.367 $92,699 $92,699 Federal grant
Effective Depariment of passed
Instruction State Education through state
Grants or focal
government
Basic Tuition indiana N/A $4,892,030 $6,892,030 State or Local
Support Department of Government
Education
State Special Indiana N/A $447,610 $447,610 State or Locat
Education Grant Department of Government
Education
Charter School indiana N/A $497.,500 $497,500 State or Local
Grant Departmeant of Gavernment
Education
Medicaid Indiana N/A $22,192 $22,192 State or Local
Reimbursement Department of Government
Edueation
State Lunch Match | Indiana N/A §1,645 $1.,645 State or Local
Department of Government
Educatien
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AVONDALE MEADOWS ACADEMY, INC. D/B/A
UNITED SCHOOLS OF INDIANAPOLIS

NOTES TO FINANCIAL STATEMENTS
June 30, 2018 AND 2017

10.

11.

FEDERAL, STATE, AND L OCAL GRANT AWARDS, CONTINUED

Indiana N/A $62,719 $42,719 State ar Local
Textbaok Department of Government
Reimhursement Education
Mediation Testing | Indiana N/A $14,178 $14,178 Stale or Locatl
Department of Government
Fducation
Nan-Fnglish- Indiana N/A $4,250 $4.250 State or Locat
Speaking Program | Department of Government
Education
Teacher Indiana N/A $29,674 $29.474 State or Locat
Appreciation Department of Government
Grants Education
Total $9,833,456 $9.794,884

RECLASSIFICATION

Certain items in the fiscal year 2017 consclidated financial statements have ben retroactively reclassifiad
to conform to the fiscal year 2018 presentation. These reclassifications had no effect on net assets at

June 30, 2017,
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INDEPENDENT AUDITORS' REPORT 0N SUPPLEMENTARY INFORMATION

To the Board of Directors of Avondale Meadows Academy, Inc. d/b/a
United Schools of Indianapolis:

We have audited the financial statements of US| as of and far the years ended June 30, 2018 and 2017, and our
report thereon dated Qctober 22, 2018, which expressed an unmcdified opinion on those financial statements,
appears on page one. Our audit was conducted for the purpose of forming an opinion on the financial statements
as a whole. The accompanying schedule aof expenditures of federal awards as required by Title 2 LS. Code of
Federal Regulations Part 200, Uniform Administraiive Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance), is presented for the purpose of additional analysis and is not a required part
of the financial statements. Exhibits | and Il are presented for purposes of additionatl analysis, rather than to
present financial position and results of operations by schocl, and are not a reguired part of the financial
statements. The schedule of expenditures of federal awards and Exhibils | and Il are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. The information has been sui:bjected 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 schedule of expenditures of federat awards
for the year ended June 30, 2018, and the statements of financial position and activities by school as of and for the
years ended June 30, 2018 and 2017, are fairly stated, in ali material respects, in relation to the financial

statements as a whole.
W i P:‘hd, ?4'( -

October 22, 2018



AVONDALE MEADOWS ACADEMY, INC. D/B/A UNITED SCHOGLS OF INDIANAPOLIS

SCHEDULE OF FINANCIAL POSITION BY SCHOOL Exhibit
JUNE 30, 2018 Page 1of 2
ASSETS

AVONDALE VISION AMMS us| ELIMINATION TOTAL
CURRENT ASSETS
Cash and cash equivalents $ 540,618 $ 577,529 $ 204,626 $ 506,705 $ - 5 1828478
Cash restricted For middle school construction - - 1,076,746 - - 1,076,746
Total cash 540,618 577,508 1,281,372 506,705 - v 2806224
Investments - - - 216,395 - 216,385
Accounts receivable:
Granis 28,988 110,070 19.266 10,000 - 168,324
Other 38,426 50,938 8,232 - - 97,597
Prepaid expenses and deposits 233 3731 11.648 87,550 - 130,121
Tatal current asseis 635,223 742,269 1,320,518 820,650 - 3,518,661
CASH RESTRICTED FOR BOND REDEMPTION 1,607.146 275,411 131,997 - - 2.014,554

PROPERTY AND EQUIPMENT

Land 564.800 - - - - 564,800
Buildings and building improvements 4,147,065 8,652 691 1.326 - - 13,407,082
Furniture and equipment 620,325 510,309 155,411 2,277 - 1,288,322
Texthooks 185,421 205,620 36,736 - - 391,377
Computers and software Z15.607 131130 102,714 - - 515,451
Vehicles 3,500 1,500 - - - 5,000
Construction in progress - - 5,075,360 - - 5075,360
Accumulated depreciation (1.541,806) 1,421,648} {52.812) {455) - (3.017,122)
Total property and equipment, net 4,824,812 8,085 41 5,324,635 1.822 - 18,236,670
Total assets $ 7,067,181 $ 9103081 $ 67771151 $ 822,472 $ - $ 23.769.885
LIABILIT N
CURRENT LIABILITIES

Accounts payabie $ 18,157 $ 8,164 $ 33,992 $ 1566 % - § 67,669
Payroil and other accrued expenses 329,385 437,380 858,607 83,965 - 1,710,347
Current portion of lang-term debt - 100.708 - - - 100,708
Total current Habilities 347,542 546,282 193,380 91,521 - 1.878.724

LONG-TERM LIABILITIES, NET
Lang-term debt, net of current portian, unamartized
hond discount, and deferred bond issuance costs 5,599,943 10,176,755 4,853,178 - - 20,629,876

Total liabilities 5,047,485 10,723,017 5 146,577 91,621 - 22,508,600

COMMITMENTS (NQTES 3 AND 9)

NET ASSETS (ACCUMULATED DEFICIT)

Unrestricted 1,085,234 {1.649,936) 1.006,342 519,604 - 931,244
Unrestwricted board designated 30,000 30,000 10,000 - - 70,000
Total unrestricted net assets {accumuiated daficit) 1.085,234 {1,619.936) 1,016,342 518,604 - 1,001,244
Temporarily restricted 34,462 - 14,232 211,347 - 260,041
Total net assets (accmidated deficl) 1.119,696 {1.619.936) 1,030,574 730,951 - 1,261,285
Total liabilities and net assels $  7.067.181 5 9103.081 3 6777151 § 822472 § - $ 23,769,885

See independent auditors' report on supplementary nformation 18



AVONDALE MEADOWS ACADEMY, INC. D/B/A UNITED SCHOOLS OF INDIANAPOLIS

SCHEDULE OF ACTMITIES BY SCHOOL Exhibit |
FOR THE YEAR ENDED JUNE 30, 2018 Page 20f 2
AVONDALE VISION AMMS st ELIMINATIONS TOTAL
REVENUE AND SUPPORT
State education support $ 3544175 $ 3.685,855 s T40, 771 - $ - $  7.971.801
Federal funding 828,739 924,866 107.060 - - 186,655
Student fees 26,623 8.857 10.047 - - 45,527
Contributions and grants 86.950 NI 350.250 10.063 (630.000) 135,000
Investment income 13.623 - 32972 10.788 - 57,383
Other 75,558 38.231 410 441,054 {447,980} 47.274
Totsl revenue and support 4,516,669 4.976,546 1.241.500 461,905 (1.077,980} 10.118.640
EXPEMNSES
Sataries and wages 2.193.071 2,160,119 600.312 475888 - 5.429.390
Employee benefits and development 596,505 572,546 135.744 117.483 - 1,422,288
Professional services 474,183 467,303 155,358 182,665 {447,980) 841,527
Transportation 88 237 05,173 - - 105,498
Food cost 266,135 312,703 56,900 - - 635,738
Repairs and maintenance 28,080 42,972 20,459 - - 91,511
Llassreom, kitchen and office supplies 131.608 121,134 74,649 29,848 - 352.239
Infermation technotogy 6.554 12,808 12,194 153,508 - 225,255
Oceupancy 215,581 175813 148,354 - - 540,748
Depreciation and amortization 213.001 405,709 £1.123 455 - 680,378
Interest 313,821 576.083 - - - 889,804
Insurance 16,217 16217 4,700 - - 37134
Other 42,955 43,917 25.563 644,172 {630.000) 126,607
Total expenses 4,497 889 4,907,852 1,401,527 1,654,128 {3.077,980) 11,383.237
CHANGE [N NET ASSETS 18,780 68,894 {160,027 (1,192,224) - (1,264,577
TRANSFER OF NET ASSETS {2,196,980) 195,930 347.875 1,683,175 - -
NET ASSETS (ACCUMULATED DEFICIT), BEGINNING OF YEAR 3.207.896 {1.884.760) 842,726 270000 - 2,525,862
NET ASSETS (ACCUMULATED DEFICIT), END OF YEAR $ 1,118,696 $  {1.619.936) $ 1.030.5M 730.951 $ - $  1.261.285
See independent auditers' report on supplementary information 19



AVONDALE MEADOWS ACADEMY, INC. D/B/A UNITED SCHOOLS OF INDIANAPOLIS

SCHEDULE OF FINANCIAL POSITION BY SCHOOL Exhibit Il
JUNE 30, 2017 Page 1 6f 2
ASSETS

AVONDALE VISION AMMS Usl ELIMINATIONS TOTAL
CURRENT ASSETS
Cash $ 20237 3 323.730 % 262,643 % - 3 - $ 2.600.081
Cash restricted for middle school construction - - 5,032,014 - - 5032.014
Total cash 2,023,728 323,710 5,284,657 - - 7,632,085
investments 242,767 - - - - 242,787
Accounts receivable:
Grants 90,106 70,710 250,060 270,000 - 680,816
Interschook 280,600 - - - 280,000 -
Other 30.458 41,026 - - - 71,484
Prepaid expenses and deposits 76.308 745,227 1,795 - - 154,330
Total current assels 2,743,367 510,673 5,542,452 270,000 {280.000) 8,786,492
CASH RESTRICTED FOR BOND REDEMPTION 1.442,968 - - - - 1.442.968
PROPERTY AND EQUIPMENT
Land 564,800 - - - - 564,800
Buitdings and butiding improvements 4,715,234 8,652,691 - - - 13,367,925
Furniture and equipment 614,006 500,228 13.470 - - 1,127,754
Textbooks 86.611 183.056 5817 - - 275,594
Computers and software 275,607 137,130 102. 714 - - 515,451
Vehicles 3,500 1,500 - - - 5,000
Constructiorn in progress - - 44 875 - - 44,875
Accurmutated depreciation (1.328.814} {1.016,139) - - - {2.344,853)
Total property and eguipment, et 4,831,004 B.458,466 166,876 - - 13,556,446
Total agsets §  9.417.339 $  B.968.139 $ 5709428 5 270.000 $  {280.000) 5 23785906
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
ACCOuNtS payabie $ 14,758 $ 24883 % 15,7180 % - 3 - 3 55,421
Interschool payable - 260.000 - - {280.000) -
Payroll and other accrued expenses 211,809 180.595 1810 - - 396,314
Current portion of long-term debt - 95,807 - - - 95,807
Gurrent portion of capital lease obligations - 8,077 - - - 8,077
Total current liabilities 228,567 589,362 18,690 - {280,000} 555,619
LONG-TERM LIABILITIES, NET
Long-term debt, net of current portion. unamortized pond discount.
and deferred bond issuance costs 5,592,876 10.264.537 4,847412 - - 20,704,425
Total liabilities 5.810.443 10.853.899 4.866.702 - {280,000 21.260,044
COMMITMENTS {NOTES 3 AND 9)
NET ASSETS [ACCUMULATED DEFICIT)
Unrestricted 3,032,657 {1.94.760) 242,070 - - 1.359,867
Unrestricted hoard desighated 30,000 30,000 - - - 60,000
Total unrestricted net assets (accumiilated deficit) 3,062,557 {1.884,7601 242,070 - - 1,419,867
Temporarily restricted 235,338 - 600,656 276,000 - 1,105,995
Fotal net assets (accumiilated deficit) 3,297,886 {1.884.760) 842,728 270,000 - 2,575,862
Toral fiabilfties and net assels 3 9,117,339 5 B963139 $ 5709428 5 270,000 3 (2800008 % 23,785,906
See independent augiors' report on supplemantary information 20



AVONDALE MEADOWS ACADEMY, INC

. D/B/A UNITED SCHOOLS OF INDIANAPQLLIS

SCHEDULE OF ACTIVITIES BY SCHOOL Exhibit Il
FOR THE YEAR ENDED JUNE 30, 2017 Page 2 of 2
AVONDALE VISION AMMS TFAL
REVENUE AND SUPPORT
State education support $ 0 3.431,307 & 3,568,038 - 6,998,346
Federat funding 824,564 453,608 - 1,678,172
Student fees 32,703 8,910 - 46.613
Caontributions and grants 162,167 46,424 725,000 1,203,591
Investment income: 8,958 - - 8,958
In-kind 61,994 55,473 330,000 217,467
Other 34,422 35,351 203 69,976
Total revenive and support 4,561,115 4,567,805 825,203 10.224.123
EXPENSES
Salaries and wages 2,225,549 2,114,178 25,360 4,365,085
Empioyee benefits and deveiopment 606,215 556.104 4,799 1.167,118
Professional services 389,322 278,085 125,687 793,074
Transportation 3.051 1.808 - 4,958
Food cost 301,563 318,698 - 620,261
Repalrs and maintenance 28,054 29,961 534 68,549
Classroom, kitchen and office suppiies 145,243 83.643 8.241 241327
Information technology 13,166 86,082 439 160.587
Cccupancy 211,148 175,458 1.734 388,378
Depreciation and amortization 208,266 383.601 - 592,867
Interest 104,848 958,851 - 1.064,699
Insurance 17,484 37.188 - 54,672
Other 90,177 53007 685 143,669
Total expenses 4,405,086 5.088.680 187479 9,661,245
CHANGE IN NET ASSETS BEFORE L.OSS ON EXTINGUISHMENT OF DEBT 156,029 {520.875) 657,724 562,878
L.OSS ON EXTINGUISHMENT OF DEBT - {563,269) - {563,269}
CHANGE IN NET ASSETS 156,029 {1,084,144) 657,724 {391}
TRANSFER OF NET ASSETS {871,279 386,217 185.002 -
NET ASSETS {ACCUMULATED DEFICIT}, BEGINNING OF YEAR 3,713,146 {1.186.993) - 2.526.253
NET ASSETS (ACCUMULATED DEFICIT), END OF YEAR $  3.257,896 $  (1.884.760) 842,726 2,525,862
See independent auditors’ report on suppiermentary information 21



AVONDALE MEADOWS ACADEMY, INC. D/BfA UNITED SCHOOLS OF INDIANAPOLIS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2018 Page 1 of 2
FEDERAL AGENCY OR
FEDERAL GRANTOR/PASS-THROUGH CFDA PASS-THROUGH FEDERAL.
RA ITLE NUMBER NUMBER EXPENDITURES

U.S. DEPARTMENT OF AGRICULTURE
Passed through the Indiana Department of Education
Child Nutrition Cluster

Nationat School Lunch Program 10.555 2017-2018-9645 $ 266,172
2017-2018-9935 309,252

2017-2018-8040 53,880

Total National Chitd Nutrition Cluster, Schoof [unch Program, and U.S. Department of Agriculture 629,314

U.S. DEPARTMENT OF EDUCATION
Passed through the indiana Department of Education

Title &, Part A

Title T Grants to Local Educationat Agencies 84.016 17-9645 53,267
18-9645 402,317
17-9935 85,045
18-9935 365,933
fotal Title |, Part A 906,562

Special Education Cluster (IDEA)
Speciat Education - Grants to States (IDEA, Part B} 84,027 18611-533-PNO1 84,158
18619-533-PNO 2,932
18611-609-DNO1 15,000
18611-577-PNO 92,421
Total Special Education Cluster (IDEA) 184,511
Supporting Effective Instruction State Grants 84.367 S36TAT70013-9645 24,696
S367A170013-9040 5.800
S367A160013-9935 39,038
S367A170013-9935 23,165
Total Supporting Effective Instruction State Grants 92,698
Total indiana Departmant of Education and U5, Departrnent of Education 1,183,772
Total expenditures of federal awards $ 1,823,086

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
1. BASIS OF PRESENTATION

The accampanying schedule of expenditures of federal awards (the "Schedule”) inciudes the federal award activity of US! under programs
of the federal government for the year ended June 30, 2018, The information in this Schedule is presented in accordance with the
requirernents of Title 2 (1.5, Code of Federal Regulations Part 200, Uniform Administrative Requirements, Costs Principles, and Audit
Requirernerits for Federal Awards {Uniform Guidance}, Because the Schedule presents anly a seiected portion of the operations of USH, it
Is not intended to and dees not present the financial position, changes in net assets, or cash flows of USL

See independent auditors' repart on supplementary information. 22



AVONDALE MEADOWS ACADEMY, INC. D/B/A UNITED SCHOOLS OF INDIANAPOLIS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 3D, 2018 Page 2 of 2

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS, CONTINUED

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
racognized following the cost principles contained in the Uniform Guidance, wherein certain types of expenditures are

not atlowabte or are limited as to reimbursement. Negative amounts shown on the Schadule represent adiustmernts
or credits made in the normal course of business to amounts reported as expenditures in prior years.

3. INDIRECT COST RATE

USI has elected to use the 10-percent de minimis indirect cost rate allowed under the Uniform Guidance.

See independent auditars’ report on supplementary information, 23
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANGE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITORS” REPORT

To the Board of Directors of
Avondale Meadows Academy, Inc. d/b/a
United Schools of Indianapolis:

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 of America, the financial statements of Avendale Meadows Academy, inc. d/b/a United
Schools of Indianapotis ["USI”], which comprise the statement of financial position as of June 3C, 2018, and the
relatad statements of activities and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our repart thereon dated October 22, 2018,

Internat Control Over Financial Reporting

in planning and perfarming our audit of the financial statements, we cansidered USI'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 USI's internal control.  Accordingly, we do not express an opinion on the
effectiveness of USI's internal control.

A deficiency in internal control exists when the design or cperation of a control does not allow management or
employees, in the normal course of performing their assigned functicns, 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 encugh
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. Howaver, material weaknesses may exist that have net been
identified.



Compliance and Other Matters

As part of obtaining reasonable assurance aboul whether USI'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 staternent amocunts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingty, we do not express such an opinion. The results of cur 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 controt and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of USI'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 USI's internal control and compliance. Accordingly, this communication is not

Wfﬁlﬁ, e

suitable for any other purpose.

October 22, 2018
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

[NDEPENDENT AUDITORS” REPORT

To the Board of Directors of
Avondale Meadows Academy, Inc. d/b/a
United Scheols of Indianapolis:

Report on Compliance for Each Major Federal Program

We have audited Avondale Meadows Academy, Inc. d/b/a United Schools of Indianapolis’ {"USi"} compliance with
the types of compliance reguirements described in the OMPB Cormpliance Supplement that could have a direct and
material effect on each of USI's major federal programs for the year ended June 30, 2018. USI's major federal
programs are identified in the summary of auditors’ results section of the accompanying schedule of findings and
quastioned costs.

Management's Responsibility

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

Auditors’ Responsibility

Cur responsibility is to express an opinion on compliance for each of USI's major federal programs based on our
audit of the types of compliance requirements referred to above. We conducted cur audit of compliance in
accordance with auditing standards generaily 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 of America; and the audit requirements of Title 2 U5, Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniferm Guidancel,
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about USHs compliance with those requirements and perferming such cther procedures as we
considered necessary in the circumstances.

We believe that cur 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 USI's compliance.



Opinion on Each Major Federal Program

in our opinion, USI compliad, in all material respects, with the types of compliance requirements referrad to
above that could have a direct and material effect on each of its major federal programs for the year ended June
30, 2018.

Report on Internat Control Over Compliance

Management of US| 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 USI's internal control over cormpliance with the types of requirements that could have
a direct and material effect on each major federal program te 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 accerdance with the Uniform Guidance,
but not for the purpose of expressing an opinion on the effectiveness of internal controt over compliance.
Accardingly, we do not express an opinion on the effectivensss of USI's internal control ever cempliance.

A deficiency in internal control over compliance exists when the design or operation of 2 control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and carrect, 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, er combination of
deficiencies, in internal control over compliance, such that there is a reasonabie possibility that materiat
noncompliance with a type of compliance requirement of a federal program will nat 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 controt over compliance, yet impertant
anough 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. We did not identify any deficiencies in internat 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 aver compliance and the results of that testing based on the reguirernents of the Uniform
Guidance. Accordingly, this report is net suitable for any other purpose.

S Heonunt- EPhg, P
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AVONDALE MEADOWS ACADEMY, INC. D/B/A UNITED SCHOOLS OF INDIANAPOLIS
SCHEDULE OF FINDINGS AND QUESTICNED COSTS
FOR THE YEAR ENDED JUNE 30, 2018

A. SUMMARY OF AUDIT RESULTS

Financial Statements

1. Type of regort the auditor issued on whether the financial statements audited were prepared in accordance with GAAP: Unmaodified

2. Imernal controt over financial reporting:

Material weakness{es} identified? yes X _.ho
Significant deficiency(ies) identified? yes ___X___naone reparted
3. Noncomptiance material to financial statements noted? yes __X_.no
Federal Awards
4. Internal controt over major federal programs:
Material weakness(es) identified? yes __X__no
Significant deficiency(ies) identified? yes __X__none reported
5. Type of auditors’ report issued on compliance for major federal programs: Unmodified
6, Any audit findings disclosed that are required to be reparted in accordance
with 2 CFR 200,516{a)7 yes X _no
7. \dentification of major program: CFEDA Numbers Name of Federal Program or Cluster
10,555 Chitd Nutrition Ctuster -
National School Lunch Program
84,027 Special Education Cluster -

Grants to States (iDEA, Part B)
8. Dollar threshold used to distinguish between type A and type B programs: $ 750,000

9. Auditee qualified as low-risk auditee? yes X._._nho

B, FINDINGS - FINANCIAL STATEMENT AUDIT

None

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT

Naone

See independent auditors' report on campliance for each major federal prograrn and report on internat cortrol over compliance. 28



AVONDALE MEADOWS ACADEMY, INC. D/B/A UNITED SCHOOLS OF INDIANAPOLIS
OTHER REPORT

AS OF AND FOR THE YEAR ENDED JUNE 30, 2018

The reports presented herein were prepared in addition to another report prepared for US! as listed below:

Supplemental Audic Report of Avondale Meadows Academy, Inc. d/b/a Uinited Schools of indianapalis
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