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Rea s associates

December 26, 2017

To the Board of Directors
STEAM Academy of Dayton
Montgomery County, Ohio
545 Odlin Ave.

Dayton, Ohio 45405

INDEPENDENT AUDITOR'S REPORT
Report on the Financial Statements

We have audited the accompanying financial statements of the STEAM Academy of Dayton,
Montgomery County, Ohio, (the “Academy”) as of and for the year ended June 30, 2017, and the related
notes to the financial statements, which collectively comprise the Academy’s basic financial statements as
listed in the table of contents.

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 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 audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the Academy’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 Academy’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

CPAs and business consultants
www.reacpa.com
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Academy as of June 30, 2017, and the changes in its financial position and its cash flows for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of a Matter

The accompanying financial statements have been prepared assuming the Academy will continue as a going
concern. As disclosed in Note 17 to the financial statements, the Academy has suffered recurring losses from
operations and has a net position deficit of $1,132,407 that raises substantial doubt about its ability to continue as a
going concern. This deficit net position includes the effect of the net pension liability and related accruals totaling
$936,073. Note 17 describes management’s plan regarding these issues. The financial statements do not include any
adjustments that might result from the outcome of this uncertainty. Our opinion is not modified with respect to this
matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion
and Analysis and the Schedule of the Academy's Proportionate Share of the Net Pension Liability, and Schedule of
the Academy’s Contributions on pages 3-7, 32-33, and 34-35, respectively, be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 26, 2017 on our
consideration of the 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 the
Academy’s internal control over financial reporting and compliance.

R

Cambridge, Ohio



STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2017 - UNAUDITED

The discussion and analysis of STEAM Academy of Dayton’s (the “Academy”) financial performance
provides an overall review of the Academy’s financial activities for the fiscal year ended June 30, 2017.
The intent of this discussion and analysis is to look at the Academy’s financial performance as a whole.
Readers should also review the financial statements and notes to the financial statements to enhance
their understanding of the Academy’s financial performance. This was the first year of the Academy’s
operations, and therefore comparative information will not be provided.

FINANCIAL HIGHLIGHTS

Key highlights for fiscal year 2017 are as follows:

e Total revenue increased to $2,620,872 as compared to $1,979,007 in fiscal year 2016.

e Operating expenses increased to $2,961,062 as compared to $2,240,279 in fiscal year 2016.

e The Academy had an operating loss of $(751,880).

e Net position decreased to $(1,132,407) as compared to net position of $(753,514) in fiscal year
2016.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial report consists of three parts; the required supplementary information, the basic financial
statements, and the notes to the financial statements. These statements are organized so the reader can
understand the financial position of the Academy. Enterprise accounting uses a flow of economic
resources measurement focus. With this measurement focus, all assets and all liabilities, deferred
outflows/ inflows of resources are included on the statement of net position. The statement of net
position answers the question of how well the Academy performed financially during 2017. The
statement of revenues, expenses, and changes in net position presents increases (e.g., revenues) and
decreases (e.g., expenses) in net position. The statement of cash flows reflects how the Academy finances
and meets its cash flow needs. Finally, the notes to the basic financial statements provide additional
information that is essential to a full understanding of the data provided on the basic financial statements.

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE

The Academy is not required to present government-wide financial statements as the Academy is engaged
in only business-type activities. Therefore, no condensed financial information derived from the
governmental-wide financial statements is included in the discussion and analysis.



STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2017 - UNAUDITED

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued)

Table 1 provides a summary of Academy’s net position for 2017 and 2016:

2017 2016
Assets:
Current assets:
Cash and Cash Equivalents $ 114,146 $ 105,883
Accounts Receivable - 14,826
Intergovernmental Receivable 24,658 25,373
Prepaid Expense 7,907 1,237
Total currents assets 146,711 147,319
Noncurrent assets:
Capital Assets, net of Accumulated Depreciation 130,527 144,899
Total noncurrent assets 130,527 144,899
Total assets 277,238 292,218
Deferred Outflows of Resources 1,421,502 1,434,763
Liabilities:
Current liabilities:
Accounts Payable, Trade 103,380 69,276
Accounts Payable, Related Party 157,335 249,652
Accrued Expenses 13,901 -
Current Portion of Long-Term Debt 16,592 33,660
Advances Payable 140,000 222,200
Total current liabilities 431,208 574,788
Noncurrent liabilities:
Net Pension Liability 2,357,575 1,800,255
Noncurrent Portion of Long-term Debt 42,364 57,313
Total noncurrent liabilities 2,399,939 1,857,568
Total liabilities 2,831,147 2,432,356
Deferred Inflows of Resources - 48,138
Net Position
Net Investment in Capital Assets 113,935 96,290
Unrestricted Net Position (1,246,342) (849,804)
Total Net Position ($1,132,407) ($753,514)

Results of fiscal year 2017 indicate a deficit in net position of $1,132,407. The Academy finished fiscal
2017 with 259 students as compared to 210 students in the prior year.



STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2017 - UNAUDITED

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued)

Under the standards required by GASB 68, the net pension liability equals the Academy’s proportionate
share of each plan’s collective:

1. Presentvalue of estimated future pension benefits attributable to active and inactive employees’
past service
2 Minus plan assets available to pay these benefits

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment
exchange” — that is, the employee is trading his or her labor in exchange for wages, benefits, and the
promise of a future pension. GASB noted that the unfunded portion of this pension promise is a present
obligation of the government, part of a bargained-for benefit to the employee, and should accordingly be
reported by the government as a liability since they received the benefit of the exchange. However, the
Academy is not responsible for certain key factors affecting the balance of this liability. In Ohio, the
employee shares the obligation of funding pension benefits with the employer. Both employer and
employee contribution rates are capped by State statute. A change in these caps requires action of both
Houses of the General Assembly and approval of the Governor. Benefit provisions are also determined
by State statute. The employee enters the employment exchange with the knowledge that the employer’s
promise is limited not by contract but by law. The employer enters the exchange also knowing that there
is a specific, legal limit to its contribution to the pension system. In Ohio, there is no legal means to
enforce the unfunded liability of the pension system as against the public employer. State law operates
to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter
the employment exchange with notice as to the law. The pension system is responsible for the
administration of the plan.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick
and vacation leave), are satisfied through paid time-off or termination payments. There is no repayment
schedule for the net pension liability. As explained above, changes in pension benefits, contribution rates,
and return on investments affect the balance of the net pension liability, but are outside the control of
the local government. In the event that contributions, investment returns, and other changes are
insufficient to keep up with required pension payments, State statute does not assign/identify the
responsible party for the unfunded portion. Due to the unique nature of how the net pension liability is
satisfied, this liability is separately identified within the long-term liability section of the statement of net
position.

In accordance with GASB 68, the Academy’s statements prepared on an accrual basis of accounting
include an annual pension expense for their proportionate share of each plan’s change in net pension
liability not accounted for as deferred inflows/outflows. As a result of implementing GASB 68, the
Academy is reporting a net pension liability and deferred inflows/outflows of resources related to pension
on the accrual basis of accounting.

Current year changes in deferred outflows/ inflows of resources and the net pension liability are the result
of changes in accruals related to GASB 68.



STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2017 - UNAUDITED

FINANCIAL ANALYSIS OF THE ACADEMY AS A WHOLE (continued)

Table 2 reflects the change in net position for fiscal year 2017 and 2016:

Table 2
Change in Net Position

2017 2016

Operating Revenues:
State Aid $ 2,208,939 $ 1,641,773
Miscellaneous 243 8,358
Total Operating Revenues 2,209,182 1,650,131

Operating Expenses:
Purchased Senices 2,839,260 2,086,637
Depreciation 37,127 32,576
Supplies 83,814 95,516
Other Operating Expense 861 25,550
Total Operating Expenses 2,961,062 2,240,279
Operating Loss (751,880) (590,148)

Non-Operating Revenues and (Expenses):

Federal and State Restricted Grants 411,690 278,876
Debt Forgiveness - 50,000
Interest Expense (38,703) (38,095)
Net Nonoperating Revenues and (Expenses) 372,987 290,781
Change in Net Position (378,893) (299,367)
Net Position Beginning of Year (753,514) (454,147)
Net Position End of Year $ (1,132,407) $  (753,514)

At the onset of planning for the opening of the Academy, management and the board carefully calculated
the costs and risks associated with offering a high quality educational program that would be competitive
with the educational programs available at the traditional public schools and weighed those costs and
risks against the enhanced educational opportunities that would be available to students. Based on that
analysis, the board and its management made the decision to make an investment in the future of the
children of this community, not based on a plan that was expected to generate economic profits, but
rather on a plan that is economically sustainable and that would generate dividends to the community in
the form of enhanced opportunities for children and families. Resources for the necessary programs came
from delaying payment on invoices from the Academy’s management company for certain rent,
management services, other operating expenses and invoices for payroll of Academy staff.

The decrease in net position is primarily caused by the expense recognized for the change in net pension
liability under GASB 68.



STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2017 - UNAUDITED

BUDGET
Unlike other public schools located in the State of Ohio, community schools are not required to follow
budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the development of a

five-year forecast. The Academy’s contract with its sponsor also requires an annual financial plan.

CAPITAL ASSETS

The Academy invested $130,527 in capital assets (net of accumulated depreciation) for its leasehold
improvements, furniture and equipment, computers and software. The following table shows fiscal year
2017 compared to 2016:

Capital Assets at June 30 (Net of Depreciation)

2017 2016 Change
Computer & Software $18,203 $ - $18,203
Furniture & Equipment 49,188 76,716 (27,528)
Leasehold Improvements 63,136 68,184 (5,048)
Net Capital Assets $130,527 $144,900 ($14,373)

For further information, regarding the Academy’s capital assets, refer to Note 5 of the basic financial
statements.

DEBT

At June 30, 2017, the Academy had $140,000 in advances outstanding from Charter School Capital. The
Academy also had an outstanding Note Payable to Accel Schools in the amount of $42,364. For further
information regarding the Academy’s debt, refer to Note 6 and Note 7 to the basic financial statements.

OPERATIONS

The Academy is a public school established pursuant to Ohio Revised Code Chapter 3314. The Academy
offers education for Ohio children in kindergarten through eighth grade. The Academy is independent of
any school district and is nonsectarian in its programs, admission policies, employment practices, and all
other operations. The Academy may lease or acquire facilities as needed and contract for any services
necessary for the operation of the Academy.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
overview of the Academy’s finances and to show the Academy’s accountability for the money it receives.
If you have any questions concerning this report, please contact the Academy’s Fiscal Officer, C. David
Massa, CPA of Massa Financial Solutions, LLC, 545 Odlin Avenue Dayton, Ohio 45405.



STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

Statement of Net Position
June 30, 2017

Assets:
Current Assets:
Cash and Cash Equivalents
Intergovernmental Receivable
Prepaid Expense
Total Current Assets

Noncurrent Assets:

Capital Assets, net of Accumulated Depreciation

Total Assets

Deferred Outflows of Resources

Liabilities:

Current Liabilities:
Accounts Payable, Trade
Accounts Payable, Related Party
Accrued Expenses
Advances Payable
Current Portion of Long-Term Debt

Total Current Liabilities

Noncurrent Liabilities:
Net Pension Liability
Noncurrent Portion of Long-term Debt
Total Noncurrent Liabilities

Total Liabilities

Net Position:
Net Investment in Capital Assets
Unrestricted Net Position
Total Net Position

See Accompanying Notes to the Basic Financial Statements

$

114,146
24,658
7,907

146,711

130,527

130,527

277,238

1,421,502

103,380
157,335
13,901
140,000
16,592

431,208

2,357,575
42,364

2,399,939

2,831,147

113,935
(1,246,342)

$

(1,132,407)




STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO
Statement of Revenues,

Expenses and Changes in Net Position
For the Fiscal Year Ended June 30, 2017

Operating Revenues:

State Aid S 2,208,939
Miscellaneous 243
Total Operating Revenues 2,209,182

Operating Expenses:

Purchased Services 2,839,260
Depreciation 37,127
Supplies 83,814
Other Operating Expenses 861
Total Operating Expenses 2,961,062
Operating Loss (751,880)

Non-Operating Revenues and (Expenses):

Federal and State Restricted Grants 411,690
Interest Expense (38,703)
Net Non-operating Revenues and (Expenses) 372,987
Change in Net Position (378,893)
Net Position Beginning of Year (753,514)
Net Position End of Year S (1,132,407)

See Accompanying Notes to the Basic Financial Statements



STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2017

CASH FLOWS FROM OPERATING ACTIVITIES

State Aid Receipts

Other Operating Receipts

Cash Payments to Suppliers for Goods and Services
Net Cash Used For Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Charter School Capital Proceeds
Charter School Capital Payments
Charter School Capital Program Fees
Note Payable Interest Payments
Federal and State Grant Receipts
Net Cash Provided By Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Assets
Capital Lease Interest Payments
Capital Lease Principal Retirement
Net Cash Used For Capital and Related Financing Activities

Net Increasein Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of the Year
Cash and Cash Equivalents - Ending of the Year

See Accompanying Notes to the Basic Financial Statements

10

$

2,241,248
243
(2,469,961)

(228,470)

1,115,200
(1,197,400)
(35,922)
(1,137)
412,406

293,147

(22,754)
(1,643)
(32,017)

(56,414)

8,263

105,883

$

114,146

(Continued)



STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO
Statement of Cash Flows
For the Fiscal Year Ended June 30, 2017
(Continued)

Reconciliation of Operating Loss to Net Cash Used For Operating Activities
Operating Loss S (751,880)

Adjustments to Reconcile Operating Loss to Net Cash Used For Operating Activities
Depreciation 37,127

Changes in Assets, Liabilities, and Deferred Inflows and Outflows:

(Increase)/Decrease in Receivables 14,826
(Increase)/ Decrease in Deferred Outflows 13,261
Increase/ (Decrease) in Deferred Inflows (48,138)
Increase/ (Decrease) in Net Pension Liability 557,320
(Increase)/Decrease in Prepaid Expense (6,671)
Increase/ (Decrease) in Accounts Payable, Trade 34,101
Increase/ (Decrease) in Accounts Payable, Related Party (92,317)
Increase/(Decrease) in Accrued Expense 13,901
Net Cash Used For Operating Activities S (228,470)

See Accompanying Notes to the Basic Financial Statements
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STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

NOTE 1 — DESCRIPTION OF ACADEMY

STEAM Academy of Dayton (the “Academy”) is a nonprofit corporation established pursuant to Ohio
Revised Code Chapter 3314. The Academy offers education for Ohio children in kindergarten through
Eighth grade. The Academy is independent of any school district and is nonsectarian in its programs,
admission policies, employment practices, and all other operations. The Academy may lease or acquire
facilities as needed and contract for any services necessary for the operation of the Academy. The
Academy is a federally recognized 501(c)(3) nonprofit corporation established pursuant to Ohio Revised
Code Chapter 1702.

The Academy was approved for operation for a period of five academic years commencing after July 1,
2013 and ending June 30, 2018 through the Ohio Council of Community Schools. The Sponsor is
responsible for evaluating the performance of the Academy and has the authority to deny renewal of the
contract at its expiration or terminate the contract prior to its expiration.

The Academy operates under the direction of a Governing Board that consists of not less than five
individuals who are not owners or employees, or immediate relatives or owners or employees of any for-
profit firm that operate or manage the Academy for the Governing Board. The Board is responsible for
carrying out the provisions of the contract that include, but are not limited to, state-mandated provisions
regarding student population, curriculum, academic goals, performance standards, admission standards,
and qualifications of teachers.

The Academy contracts with Accel Schools for management services including management of personnel
and human resources, the program of instruction, technology, marketing, data management, purchasing,
strategic planning, public relations, financial reporting, recruiting, compliance issues, budgets, contracts,
and equipment and facilities.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Academy have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the Academy’s accounting policies are described
below.

Basis of Presentation - The Academy’s basic financial statements consist of a statement of net position; a
statement of revenues, expenses, and changes in net position; and a statement of cash flows. The
Academy uses a single enterprise presentation for its financial records. Enterprise reporting focuses on
the determination of operating income, changes in net position, financial position, and cash flows.

Measurement Focus - The enterprise activity is accounted for using a flow of economic resources
measurement focus. All assets, liabilities, and deferred inflows/ outflows of resources associated with the
operation of the Academy are included on the statement of net position. The statement of revenues,
expenses, and changes in net position presents increases (e.g. revenues) and decreases (e.g. expenses) in
net position. The statement of cash flows reflects how the Academy finances meet its cash flow needs.
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STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017 (Continued)

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of Accounting - Basis of accounting determines when transactions are recorded in the financial
records and reported on the financial statements. The Academy’s financial statements are prepared using
the accrual basis of accounting. Revenue resulting from exchange transactions, in which each party gives
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.
Revenue resulting from nonexchange transactions, in which Academy receives value without directly
giving equal value in return, such as grants and entitlements, are recognized in the period in which all
eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which
specify the period when the resources are required to be used or the period when use is first permitted,
matching requirements, in which the Academy must provide local resources to be used for a specified
purpose, and expenditure requirements, in which the resources are provided to the Academy on a
reimbursement basis. Expenses are recognized at the time they are incurred.

Budgetary Process - Unlike other public schools located in the State of Ohio, community schools are not
required to follow budgetary provision set forth in the Ohio Revised Code Chapter 5705, other than the
development of a five-year forecast. The Academy’s contract with its sponsor also requires an annual
financial plan.

Cash and Cash Equivalents - Cash received by the Academy is reflected as “Cash and Cash Equivalents”
on the statement of net position. The Academy had no investments during the fiscal year ended June 30,
2017.

Prepaid Items - The Academy records payments made to vendors for services that will benefit periods
beyond June 30, 2017, as prepaid items using the consumption method. A current asset for the prepaid
amount is recorded at the time of the purchase and an expense is reported in the year in which services
are consumed.

Capital Assets - The Academy’s capital assets during the year ended June 30, 2017 consisted of furniture
and equipment, leasehold improvements, and computers and software. All capital assets are capitalized
at cost and updated for additions and retirements during the fiscal year. Donated capital assets are
recorded at their acquisition value as of the date received. The Academy maintains a capitalization
threshold of one thousand five hundred dollars. The Academy does not have any infrastructure.
Improvements are capitalized. The costs of normal maintenance and repairs that do not add to the value
of the asset or materially extend an asset’s life are not capitalized.

All capital assets are depreciated. Improvements are depreciated over the remaining useful lives of the
related capital assets. Depreciation is computed using the straight-line method over the estimated useful
life of the asset.

Description Useful Lives

Furniture & Equipment 5-20 years
Leasehold Improvements 15 years
Computers & Software 5 years

13



STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Net Position - Net position represents the difference between assets, deferred outflows of resources,
liabilities, and deferred inflows of resources. Net positions are reported as restricted when there are
limitations imposed on their use either through the enabling legislation adopted by Academy or through
external restrictions imposed by creditors, grantors, or laws or regulations of other governments. The
Academy applies restricted resources first when an expense is incurred for purposes for which both
restricted and unrestricted net position are available. As of June 30, 2017, there was no net position
restricted by enabling legislation. Net Investment in Capital Assets of $113,935 consists of capital assets,
net of accumulated depreciation, net of any related debt.

Operating Revenues and Expenses - Operating revenues are those revenues that are generated directly
from the primary activity of the Academy. Operating expenses are necessary costs incurred to provide
the service that is the primary activity of the Academy. All revenues and expenses not meeting this
definition are reported as non-operating.

Deferred Inflows and Deferred Outflows of Resources - In addition to assets, the statements of financial
position will sometimes report a separate section for deferred outflows of resources. Deferred outflows
of resources represent a consumption of net position that applies to a future period and will not be
recognized as an outflow of resources (expense/expenditure) until then. For the Academy, deferred
outflows of resources are reported on the statement of net position for pension. The deferred outflows
of resources related to pension are explained in Note 10.

In addition to liabilities, the statements of financial position report a separate section for deferred inflows
of resources. Deferred inflows of resources represent an acquisition of net position that applies to a future
period and will not be recognized until that time. These amounts are deferred and recognized as an inflow
of resources in the period the amounts become available. Deferred inflows of resources related to pension
are reported on the statement of net position. (See Note 10)

Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions and pension expense, information about the fiduciary
net position of the pension plans and additions to/deletions from their fiduciary net position have been
determined on the same basis as they are reported by the pension systems. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. The pension systems report investments at fair value.

Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported in
the financial statements and accompanying notes. Actual results may differ from those estimates.

Implementation of New Accounting Principles - For the fiscal year ended June 30, 2017, the Academy has
implemented Governmental Accounting Standards Board (GASB) Statement No. 77, Tax Abatement
Disclosures, GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined
Benefit Pension Plans, GASB Statement No. 80, Blending Requirements for Certain Component Units - an
amendment of GASB Statement No. 14 and GASB Statement No. 82, Pension Issues - an amendment of
GASB Statements No. 67, No. 68, and No. 73.
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STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Implementation of New Accounting Principles (continued)

GASB Statement No. 77 requires disclosure of tax abatement information about (1) a reporting
government’s own tax abatement agreements and (2) those that are entered into by other governments
and that reduce the reporting government’s tax revenues. The implementation of GASB Statement No.
77 did not have an effect on the financial statements of the Academy.

GASB Statement No. 78 amends the scope of GASB Statement No. 68 to exclude certain multiple-employer
defined benefit pension plans provided to employees of state and local governments on the basis that
obtaining the measurements and other information required by GASB Statement No. 68 was not feasible.
The implementation of GASB Statement No. 78 did not have an effect on the financial statements of the
Academy.

GASB Statement No. 80 amends the blending requirements for the financial statement presentation of
component units of all state and local governments. The additional criterion requires blending of a
component unit incorporated as a not-for-profit corporation in which the primary government is the sole
corporate member. The implementation of GASB Statement No. 80 did not have an effect on the financial
statements of the Academy.

GASB Statement No. 82 improves consistency in the application of pension accounting. These changes
were incorporated in the Academy’s fiscal year 2017 financial statements; however, there was no effect

on beginning net position.

NOTE 3 - DEPOSITS

Custodial credit risk is the risk that, in the event of a bank failure, the Academy’s deposits may not be
returned. The Academy does not have a deposit policy for custodial credit risk. At June 30, 2017 the book
balance was $114,146, and the bank balance of Academy’s deposits was $114,671. The bank balance was
covered by federal depository insurance. There are no significant statutory restrictions regarding the
deposit and investment of funds by the nonprofit corporation.

NOTE 4 - RECEIVABLES

At June 30, 2017, the Academy had receivables in the amount of $24,658. These receivables represent
monies due from Title | and the National School Lunch Program which was not received as of June 30,
2017.The receivables are expected to be collected within one year.
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STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

NOTE 5 — CAPITAL ASSETS

The capital asset activity for the fiscal year ended June 30, 2017, was as follows:

Balance Balance

06/30/16 Additions Deletions 06/30/17
Capital Assets:
Computers & Software $ - $ 22,754  $ - $ 22,754
Furniture & Equipment 159,299 - - 159,299
Leasehold Improvements 83,329 - - 83,329
Total Capital Assets 242,628 22,754 - 265,382
Less Accumulated Depreciation:
Computers & Software - (4,551) - (4,551)
Furniture & Equipment (82,583) (27,528) - (110,111)
Leasehold Improvements (15,145) (5,048) - (20,193)
Total Accumulated Depreciation (97,728) (37,127) - (134,855)
Total Capital Assets, Net $ 144,900 $ (14373 % - $ 130,527

NOTE 6 — ADVANCES PAYABLE

During the fiscal year ending 2017, the Academy received working capital advances from Charter School
Capital through a receivables purchase agreement. As the Academy receives its monthly State funding,
these advances are repaid, however, the Academy may elect to receive future advances from Charter
School Capital by entering into additional agreements. The total cost of funding for the year was $35,922.

The total amount of advances outstanding at June 30, 2017 was $140,000. The activity for the year is
reflected as follows:

Balance Balance
6/30/2016 Additions Reductions 6/30/2017
Charter School Capital $ 222,200 $ 1,115,200 $ (1,197,400) $ 140,000

$ 222,200 $ 1,115200 $ (1,197,400) $ 140,000
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STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

NOTE 7 — LONG-TERM OBLIGATIONS

The changes in the Academy’s long-term obligations during fiscal year 2017 were as follows:

Amounts Due

Balance Balance Within One
6/30/2016 Additions Reductions 6/30/2017 Year
Net Pension Liability:
STRS $ 1,576,667 $ 387,288 $ - $ 1,963,955 $ -
SERS 223,588 170,032 - 393,620 -
Total Net Pension Liability 1,800,255 557,320 - 2,357,575 -
Capital Leases Payable (See Note 14) 48,609 - (32,017) 16,592 16,592
Accel Schools - Notes Payable 42,364 - - 42,364 -

Total Long-Term Obligations $ 1,891,228 $ 557,320 $ (32,017) $ 2,416,531 $ 16,592

During the fiscal year ended June 30, 2016, the Academy negotiated with Accel Schools to reclassify
certain related party accounts payable and long-term obligations held by the former management
company, Mosaica Education into a single note in the amount of $42,364 for a term of 10 years with an
interest rate of 2.5%. The note is an interest only note with a balloon payment due at the end of the term,
although the Academy may prepay the principal without penalty. Annual interest is paid monthly. Interest
in the amount of $1,137 was paid during the fiscal year.

Accel Schools — Notes Payable

Principal Interest
2018 S 1,138
2019 - 1,138
2020 - 1,138
2021 - 1,138
2022 - 1,138
2023-2026 42,364 3,414
Total $ 42,364 $9,104

NOTE 8 — RISK MANAGEMENT

The Academy is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. During fiscal year 2017, the
Academy contracted with Brown & Brown Insurance to provide insurance coverage with the Hartford
Casualty Insurance Company and Hanover Insurance Company.
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STEAM ACADEMY OF DAYTON - MONTGOMERY COUNTY, OHIO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2017

NOTE 8 — RISK MANAGEMENT (continued)

General Liability:

Each Occurrence $ 1,000,000

Aggregate Limit 2,000,000

Medical Expense Limit - Any O