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We have reviewed the report prepared by The Recovery High School at Fairbanks, Inc., d/b/a Hope
Academy and opined upon by Blue & Co., LLC, Independent Public Accountants, for the period July 1,
2017 to June 30, 2018. Per the Report of Independent Auditors the financial statements included in the
report present fairly the financial condition of The Recovery High School at Fairbanks, Inc., d/b/a Hope
Academy as of June 30, 2018 and the results of its operations for the period then ended, on the basis of
accounting described in the report.

In our opinion, Blue & Co., LLC prepared all required independent auditor’s reports in accordance
with generally accepted auditing standards and guidelines established by the State Board of Accounts.

In addition to the report presented herein, a Supplemental Audit Report for The Recovery High
School at Fairbanks, Inc., d/b/a Hope Academy, was prepared in accordance with the guidelines
established by the State Board of Accounts.

The Financial Statements, Independent Auditors' Report, and Supplemental Audit Report are filed
in our office as a matter of public record.

Paul D. Joyce, CPA
State Examiner
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REPORT OF INDEPENDENT AUDITORS

Board of Directors

The Recovery High School at Fairbanks, Inc.
d/b/a Hope Academy

Indianapolis, Indiana

Report on the Financial Statements

We have audited the accompanying financial statements of The Recovery High School at Fairbanks,
Inc., d/b/a Hope Academy (Hope Academy), which comprise the statements of financial position as
of June 30, 2018 and 2017, and the related statements of activities and changes in net assets, and
cash flows for the years then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit 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 Guidelines for the Audits
of Charter Schools Performed by Private Examiners, issued by the Indiana State Board of Accounts.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.




Board of Directors

The Recovery High School at Fairbanks, Inc.
d/b/a Hope Academy

Indianapolis, Indiana

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

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Hope Academy as of June 30, 2018 and 2017, and the results of its operations
and its cash flows for the year then ended in accordance with accounting principles generally

accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October
23, 2018 on our consideration of Hope Academy'’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
Hope Academy’s internal control over financial reporting and compliance.

Blue & Co. ,LLC

Indianapolis, Indiana
October 23, 2018




HOPE ACADEMY

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2018 AND 2017

ASSETS

2018 2017
Current assets
Cash and cash equivalents $ 141,595 $ 126,596
Prepaid expenses 14,225 10,605
Other assets 2,500 2,500
Total current assets 158,320 139,701
Property and equipment
Equipment 204,258 204,258
Computer hardware 165,348 145,712
Software 29,333 29,333
Books and educational materials 8,092 8,092
407,031 387,395
Accumulated depreciation (369,552) (351,933)
Property and equipment, net 37,479 35,462
Total assets $ 195,799 $ 175,163
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable and accrued expenses $ 9,990 $ 21,834
Salaries, wages and related liabilities 30,876 19,537
Total current liabilities 40,866 41,371
Net assets
Unrestricted 61,933 114,243
Temporarily restricted 93,000 19,549
Total net assets 154,933 133,792
Total liabilities and net assets $ 195,799 $ 175,163

See accompanying notes to financial statements.



HOPE ACADEMY

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

YEARS ENDED JUNE 30, 2018 AND 2017

Unrestricted operating revenue
State support
Grant revenue
Other revenue

Net assets released from restrictions for operations

Total operating revenue

Operating expenses
Salaries and benefits
Fiscal and administrative
Travel
Purchased services
Advertising
Depreciation
Insurance
Rent
Other

Total operating expenses

Operating loss

Nonoperating revenue
Contributions
Donation from Fairbanks
Interest income
Total nonoperating revenue

Revenue under expenses

Other changes in net assets
Equity transfer from Fairbanks Hospital, Inc.

Change in unrestricted net assets

Temporarily restricted net assets
Donations

Net assets released from restrictions for operations

Change in temporarily restricted net assets
Change in net assets

Net assets
Beginning of year
End of year

2018 2017

784,249 $ 598,698
5,749 6,295
27,548 25,323
9,549 30,529
827,095 660,845
597,829 548,291
70,851 57,990
5,415 12,269
589,447 488,979
104,603 61,433
17,618 18,365
15,957 15,556
150,668 150,366
11,191 12,703
1,563,579 1,365,952
(736,484) (705,107)
198,546 175,187
233,000 280,000
10 4
431,556 455,191
(304,928) (249,916)
252,618 276,762
(52,310) 26,846
83,000 40,000
(9,549) (30,529)
73,451 9,471
21,141 36,317
133,792 97,475
154,933 $ 133,792

See accompanying notes to financial statements.



HOPE ACADEMY

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2018 AND 2017

Operating activities
Change in net assets $
Adjustments to reconcile change in net assets
to net cash flows from operating activities
Depreciation
Equity transfer with Fairbanks
Donation from Fairbanks
Changes in operating assets and liabilities
Prepaid expenses and other current assets
Accounts payable and accrued expenses
Salaries, wages and related liabilities

Net cash flows from operating activities

Investing activities
Property and equipment additions

Net cash flows from investing activities

Financing activities
Due to Fairbanks Hospital, Inc.
Equity transfer from Fairbanks Hospital, Inc.

Net cash flows from financing activities

Change in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year $

Noncash financing activities
Donation from Fairbanks $

2018 2017
21,141 $ 36,317
17,618 18,365

(252,618) (276,762)
(233,000) (280,000)
(3,620) 1,716
(11,844) 16,275
11,339 (346)
(450,984) (484,435)
(19,635) (31,781)
(19,635) (31,781)
233,000 279,491
252,618 276,762
485,618 556,253
14,999 40,037
126,596 86,559
141,595 $ 126,596
233,000 $ 280,000

See accompanying notes to financial statements.
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HOPE ACADEMY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

1.  SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

The Recovery High School at Fairbanks, Inc. d/b/a Hope Academy (Hope Academy) is a
not-for-profit, fully accredited, tuition-free, Indiana public charter high school based in Indianapolis,
Indiana. It was incorporated June 29, 2005 for the purpose of providing opportunities for academic
achievement, sobriety and personal growth for students and their families. Fairbanks Hospital, Inc. is
the sole member of Hope Academy. The School was awarded a charter grant from the State of
Indiana.

Fairbanks Hospital, Inc. (Fairbanks) is the sole member of Hope Academy. Fairbanks is committed to
the financial viability of Hope Academy and as such, pledges continued support to Hope Academy.

Basis of Accounting

The financial statements of Hope Academy have been prepared on the accrual basis of accounting.
Revenue is recognized when earned and expenses when the obligation is incurred.

Use of Estimates

The preparation of financial statements in conformity with the accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements. Estimates also affect the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Hope Academy considered highly liquid investments available for operating purposes with and
original maturity of 90 days or less to be cash and cash equivalents.

Prepaid Expenses

Prepaid expenses relate to advance payments on products or services that will be used for future
programs or activities.




HOPE ACADEMY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

Property and Equipment

Property and equipment are recorded at cost, or if donated, at fair market value at date of donation,
and include expenditures for new additions and repairs which substantially increase the useful lives
of existing property and equipment. Maintenance repairs and minor renewals are expenses as
incurred. When property and equipment are retired or otherwise disposed of, the related cost and
accumulated depreciation are removed from the accounts and any resulting gain or loss for the
period is recognized. Depreciation is provided over the estimated useful life of each class of
depreciable asset, ranging from 3-15 years, and is computed on using the straight-line method.

Depreciation expense was approximately $18,000 for the years ended June 30, 2018 and 2017.

State Support

Hope Academy receives state funds that have been designated for charter schools from the Indiana
Department of Education. The State uses a formula based on the number of students enrolled in the
school during the year to determine the amount of funds Hope Academy receives.

Grant Revenue

Grant revenue consists of grants from cost reimbursement and other grants.

Other Revenue

Other revenue consists of student fees, student lunch, textbook rental and other miscellaneous
income.

Contributions

Unconditional promises to give cash and other assets are reported at fair value at the date the
promise is received. Unrestricted contributions are recorded as non-operating income. Contributions
are reported as temporarily restricted support if they are received with donor stipulations that limit

the use of the donated assets.

Donated Services

Donated services are recognized as contributions if the services (a) create or enhance nonfinancial
assets or (b) require specialized skills, are performed by people with those skills, and would otherwise
be purchased by Hope Academy.

Volunteers also provide program services throughout the year that are not recognized as
contributions in the financial statements since the recognition criteria were not met. These services
include volunteering at events and clerical work.




HOPE ACADEMY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

Temporarily Restricted Net Assets

Temporarily restricted net assets which are those assets whose use has been limited by donors for a
specific operating or capital purpose. When a donor restriction is met or expires, temporarily
restricted net assets are reclassified to unrestricted net assets and are reported as net assets released
from restrictions.

Performance Indicator

The statement of activities and changes in net assets include a performance indicator, revenues over
expenses. Consistent with industry practice, net assets released from restrictions for temporarily
restricted net asset activity and the equity transfer from Fairbanks Hospital is excluded from the
performance indicator.

Advertising

Hope Academy uses advertising to promote its programs among the audiences it serves.
The production costs of advertising are expensed as incurred. Advertising expense approximated
$105,000 and $61,000 during the years ended June 30, 2018 and 2017, respectively.

Income Taxes

Hope Academy is a not-for-profit corporation as defined by Section 501(c)(3) of the Internal Revenue
Code and, accordingly, is exempt from federal and state income taxes.

As such, Hope Academy is generally exempt from income taxes. However, Hope Academy is required
to file Federal Form 990 — Return of Organization Exempt from Income Tax which is an informational
return only.

Accounting principles generally accepted in the United States of America require management to
evaluate tax positions taken by Hope Academy and recognize a tax liability if Hope Academy has
taken an uncertain position that more likely than not would not be sustained upon examination by
various federal and state taxing authorities. Management has analyzed the tax positions taken by
Hope Academy, and has concluded that as of June 30, 2018 and 2017, there are no uncertain
positions taken or expected to be taken that would require recognition of a liability or disclosure in
the accompanying financial statements. Hope Academy is subject to routine audits by taxing
jurisdictions; however, there are currently no audits for any tax periods in progress.

Hope Academy filed their federal and state income tax returns for periods through
June 30, 2017. The income tax returns are generally open to examination by the relevant taxing
authorities for a period of three years from the later of the date the return was filed or its due date
(including approved extensions).




HOPE ACADEMY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

Litigation

Hope Academy may be involved in litigation and regulatory investigations arising in the course of
business. After consultation with legal counsel, management estimates that these matters will be
resolved without material adverse effect on the future financial position, results of operations or cash
flows of Hope Academy.

Going Concern Evaluation

Management evaluates whether there are conditions or events that raise substantial doubt about the
Hope Academy’s ability to continue as a going concern for a period of one year from the date the
financial statements are available to be issued.

Concentration of Credit Risk

Hope Academy maintains its cash in accounts, which at times, may exceed federally insured limits.
Hope Academy has not experienced any losses in such accounts and believes it is not exposed to any
significant credit risk on cash and cash equivalents.

Approximately 95% and 91% of Hope Academy’s operating revenue is from the Indiana Department
of Education for the years ended June 30, 2018 and 2017, respectively.

Subsequent Events

Hope Academy has evaluated events or transactions occurring subsequent to the balance sheet date
for recognition and disclosure in the accompanying financial statements through the date the
financial statements are available to be issued which is October 23, 2018.

Recently Issued Accounting Standards

On August 18, 2016, the Financial Accounting Standards Board (FASB) issued an Accounting
Standards Update (ASU) No. 2016-14, Presentation of Financial Statements of Not-for-Profit Entities
(Topic 958) that amends how a not-for-profit organization classifies its net assets, as well as the
information it presents in financial statements and notes about its liquidity, financial performance,
and cash flows. This new standard, which Hope Academy is not required to adopt until its year
ending June 30, 2019, requires improved presentation and disclosures to help not-for-profits provide
more relevant information about their resources (and the changes in those resources) to donors,
grantors, creditors, and other users. This ASU completes the first phase of a two phase project to
amend not-for-profit financial reporting requirements.




HOPE ACADEMY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

2.  RELATED PARTIES

Hope Academy receives financial assistance from its sole member in the form of unrestricted
contributions that Fairbanks raises on behalf of Hope Academy in addition to net asset equity
transfers.

For the year ended June 30, 2018, Hope Academy received unrestricted contribution revenue totaling
approximately $233,000 and net asset equity transfers totaling approximately $253,000 from
Fairbanks. In addition, Hope Academy incurred lease expense in the approximate amount of
$151,000, due to Fairbanks.

For the year ended June 30, 2017, Hope Academy received unrestricted contribution revenue totaling
approximately 280,000 and net asset equity transfers totaling approximately $277,000 from
Fairbanks. In addition, Hope Academy incurred lease expense in the approximate amount of
$150,000, due to Fairbanks.

3. PENSION PLAN

Hope Academy elected to become a participating employer in the Indiana Public Retirement System
(INPRS). INPRS includes the Public Employee’s Retirement Fund (PERF) and the Teacher's Retirement
Fund (TRF). PERF and TRF are cost-sharing multiple-employer defined benefit plans, governed by the
INPRS Board of Trustees, that provide retirement, disability, and survivor benefits to its members and
beneficiaries.

Hope Academy contributes the participant’s required contribution of 3% of their annual salary.
In addition, Hope Academy is required by State statute to contribute at an actuarially determined
rate annually. The current actuarially determined rate for teaching faculty in the TRF is 7.5% and for
non-teaching staff in the PERF it is 11.3% of annual covered payroll. The contribution requirements
of participants are determined by State statute. Expenses related to the pension plan for the years
ended June 30, 2018 and 2017 were approximately $19,000 and $18,000, respectively.

4. RISKS AND UNCERTAINTIES

Hope Academy provides education instruction services to families residing in Marion 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. Changes in state
legislation could significantly affect Hope Academy. Additionally, Hope Academy is subject to
monitoring and audit by state agencies. Those examinations may result in additional liability to be
imposed on Hope Academy.
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HOPE ACADEMY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

5.  NET ASSETS

Temporarily restricted net assets are funds which are restricted for use by the donor. The net assets
are reclassified when the specified used of the funds is fulfilled. Temporarily restricted net assets as
of June 30, 2018 and 2017 consist of the following:

2018 2017

Legacy Fund $ 2500 $ -0-
Lilly Endowment -0- 9,549
Prevention Matters 10,500 -0-
Recovery Programming 50,000 -0-
Starr Program 10,000 10,000
Summer of Hope 20,000 -0-

$ 93,000 $ 19,549

6. FUNCTIONAL EXPENSES

Hope Academy incurred the following program services as well as general and administrative
expenses for the year ended June 30, 2018 and 2017:

2018
Program Management Total
Services and General Fundraising Expenses
Salaries and benefits $ 597,829 $ -0- § -0- $ 597,829
Professional services 383,822 228,640 3,057 615,519
Operational supplies 23,943 -0- -0- 23,943
Travel 5,511 -0- -0- 5,511
Printing and postage 12,432 -0- -0- 12,432
Other supplies 2,161 193 -0- 2,354
Insurance 15,957 -0- -0- 15,957
Rent 150,668 -0- -0- 150,668
Food purchases 1,037 1,467 -0- 2,504
Minor equipment 11,191 -0- -0- 11,191
Interest 64 -0- -0- 64
Depreciation 17,618 -0- -0- 17,618
Other 105,361 2,628 -0- 107,989
$ 1327594 $ 232928 § 3,057 $ 1,563,579
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HOPE ACADEMY

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2018 AND 2017

Salaries and benefits
Professional services
Operational supplies
Travel

Printing and postage
Other supplies
Insurance

Rent

Food purchases
Minor equipment
Interest
Depreciation

Other

2017
Program Management Total

Services and General Fundraising Expenses
$ 548,291 $ -0- $ -0- % 548,291
302,776 203,039 2,896 508,711
18,480 -0- -0- 18,480
13,797 -0- -0- 13,797
1,971 -0- -0- 1,971
7,490 334 -0- 7,824
15,556 -0- -0- 15,556
150,366 -0- -0- 150,366
1,297 1,735 -0- 3,032
12,703 -0- -0- 12,703
104 -0- -0- 104
18,365 -0- -0- 18,365
62,672 4,080 -0- 66,752
$ 1,153,868 $ 209,188  $ 289 $ 1,365952
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Blue & Co., LLC / 500 N. Meridian Street, Suite 200 / Indianapolis, IN 46204
main 317.633.4705 fax 317.633.4889 email blue@blueandco.com

REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors

The Recovery High School at Fairbanks, Inc.
d/b/a Hope Academy

Indianapolis, Indiana

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
The Recovery High School at Fairbanks, Inc. d/b/a Hope Academy (Hope Academy), which comprise
the statement of financial position as of June 30, 2018, and the related statements of activities and
changes in net assets, and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated October 23, 2018.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements, we considered Hope Academy’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
Hope Academy'’s internal control. Accordingly, we do not express an opinion on the effectiveness of
Hope Academy’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 Hope Academy’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.

13



Board of Directors

The Recovery High School at Fairbanks, Inc.
d/b/a Hope Academy

Indianapolis, Indiana

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

COMPLIANCE AND OTHER MATTERS

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

PURPOSE OF THIS REPORT

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

Blua € Co. ,LLC

Indianapolis, Indiana
October 23, 2018
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HOPE ACADEMY

OTHER REPORTS
YEAR ENDED JUNE 30, 2018

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

The Recovery High School at Fairbanks, Inc. d/b/a Hope Academy
Supplemental Audit Report

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 Guidelines Manual for
Indiana Charter Schools.
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