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OHIO AUDITOR OF STATE Colurbus, Oio 43215

ContactUs@ohioauditor.gov

KEITH FABER 00) 2620570

INDEPENDENT AUDITOR’S REPORT

Alternative Education Academy
Summit County

4 Summit Park Drive

Suite 350

Independence, Ohio 44131

To the Board of Directors:
Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the Alternative Education Academy, Summit County, Ohio (the
School), as of and for the year ended June 30, 2023, and the related notes to the financial statements,
which collectively comprise the School’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the Alternative Education Academy, Summit County, Ohio as
of June 30, 2023, and the changes in its financial position and its cash flows for the year then ended in
accordance with the accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the School, and to meet our other ethical
responsibilities, in accordance with the relevant ethic.al requirements relating to our audit. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the School’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Efficient o Effective . Transparent
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we
e exercise professional judgment and maintain professional skepticism throughout the audit.

e identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e obtain an understanding of internal control relevant to the audit 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 School’s internal control. Accordingly, no such opinion is expressed.

e evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the School’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, and schedules of net pension and other post-employment benefit liabilities and
pension and other post-employment benefit contributions be presented to supplement the basic financial
statements. Such information is the responsibility of management and, 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.
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Supplementary information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the School’s basic financial statements. The Schedule of Expenditures of Federal Awards as
required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of additional
analysis and is not a required part of the basic financial statements.

Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
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 Federal
Awards is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 26, 2024,
on our consideration of the School’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is solely 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 the
School'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 the School’s internal control
over financial reporting and compliance.

Nl

Keith Faber
Auditor of State
Columbus, Ohio

March 26, 2024
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Alternative Education Academy
Summit County, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2023
(Unaudited)

The discussion and analysis of the Alternative Education Academy’s (the School) financial performance
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2023.
The intent of this discussion and analysis is to look at the School’s financial performance as a whole;
readers should also review the basic financial statements and notes to the basic financial statements to
enhance their understanding of the School’s financial performance.

The Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by
the Governmental Accounting Standard Board (GASB) in their Statement No. 34 Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments issued
June 1999. Certain comparative information between the current year and the prior year is required to be
presented in the MD&A.

Financial Highlights
e In total, net position decreased $3,680,211 from 2022.
e Total assets increased $1,484,163 during 2023.
e Liabilities increased $14,983,404 during 2023.

The net pension liability (NPL) is the largest single liability reported by the School at June 30, 2023, and
is reported pursuant to GASB Statement 68, Accounting and Financial Reporting for Pensions—an
Amendment of GASB Statement 27. In a prior period, the School also adopted GASB Statement 75,
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. For reasons
discussed below, many end users of this financial statement will gain a clearer understanding of the
School’s actual financial condition by adding deferred inflows related to pension and OPEB, the net
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows
related to pension and OPEB and the net OPEB asset.

Governmental Accounting Standards Board standards are national and apply to all government financial
reports prepared in accordance with generally accepted accounting principles. Prior accounting for
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach. This
approach limited pension and OPEB costs to contributions annually required by law, which may or may
not be sufficient to fully fund each plan’s net pension/OPEB liability. GASB 68 and GASB 75 take an
earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide
pension/OPEB plans and state law governing those systems requires additional explanation in order to
properly understand the information presented in these statements.

GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal the
School’s proportionate share of each plan’s collective:

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive
employees’ past service.
2 Minus plan assets available to pay these benefits.
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GASB notes that pension and OPEB 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 and other postemployment benefits. GASB noted that the
unfunded portion of this 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 School is not responsible for certain key factors affecting the
balance of these assets/liabilities. 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 Ohio revised Code permits, but
does not require the retirement systems to provide healthcare to eligible benefit recipients. The retirement
systems may allocate a portion of the employer contributions to provide for these OPEB benefits.

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 retirement system. In Ohio, there is no legal means to
enforce the unfunded liability of the pension/OPEB plan 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. For STRS, the plan’s fiduciary net
OPEB position was sufficient to cover the plan’s total OPEB liability resulting in a net OPEB asset that is
allocated to each school based on its proportionate share. The retirement system is responsible for the
administration of the pension and OPEB plans.

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 or the net OPEB liability reported by the retirement boards. As
explained above, changes in benefits, contribution rates, and return on investments affect the balance of
these liabilities, 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 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 and the net OPEB liability are satisfied, these liabilities are separately identified
within the long-term liability section of the statement of net position.

In accordance with GASB 68 and GASB 75, the School’s statements include an annual pension expense
and an annual OPEB expense for their proportionate share of each plan’s change in net pension liability
and net OPEB asset/liability, respectively, not accounted for as deferred inflows/outflows of resources.

Using this Financial Report

This report consists of the basic financial statements, notes to those statements, required supplementary
information and notes to the required supplementary information. The basic financial statements include
a Statement of Net Position, a Statement of Revenues, Expenses and Changes in Net Position, and a
Statement of Cash Flows.
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Statement of Net Position

The Statement of Net Position answers the question of how the School did financially during fiscal year
June 30, 2023. This statement includes all assets, deferred outflows of resources, liabilities, deferred
inflows of resources, and net position, both financial and capital, and current and long-term using the
accrual basis of accounting and economic resources focus, which is similar to the accounting used by
most private-sector companies. This basis of accounting takes into account all revenues and expenses
during the year, regardless of when the cash is received or expended.

Table 1 provides a summary of the School’s net position for fiscal years 2023 and 2022.

(Table 1)
Statement of Net Position

2023 2022 Change
Assets
Current Assets $ 2,533,066 $ 2,109,892 $ 423,174
Net OPEB Asset 2,453,198 1,392,209 1,060,989
Total Assets 4,986,264 3,502,101 1,484,163
Deferred Outflows of Resources 17,110,740 12,363,946 4,746,794
Liabilities
Current Liabilities 1,001,596 602,353 399,243
Net Pension/OPEB Liabilities 25,296,677 10,712,516 14,584,161
Total Liabilities 26,298,273 11,314,869 14,983,404
Deferred Inflows of Resources 5,192,140 10,264,376 (5,072,236)
Net Position
Restricted for Other Purposes 529,723 - 529,723
Unrestricted (9,923,132) (5,713,198) (4,209,934)
Total Net Position $ (9,393,409) $ (5,713,198) $ (3,680,211)

The increase in current assets and current liabilities is primarily due to the increase in cash and accounts
payable related to the timing of paying outstanding invoices.

There was a significant change in net pension/OPEB liability/asset for the School. These fluctuations are
due to changes in the actuarial liabilities/assets and related accruals that are passed through to the
School’s financial statements. All components of pension and OPEB accruals contribute to the
fluctuations in deferred outflows/inflows and NPL/NOL/NOA and are described in more detail in their
respective notes.



Alternative Education Academy
Summit County, Ohio
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2023
(Unaudited)

Statement of Revenues, Expenses, and Changes in Net Position

Table 2 shows the change in net position for fiscal years 2023 and 2022.

(Table 2)
Change in Net Position

2023 2022 Change
Operating Revenue $ 39,362,646 $ 38,654,464 $ 708,182
Non-Operating Revenue 7,647,258 10,407,837 (2,760,579)
Total Revenue 47,009,904 49,062,301 (2,052,397)
Operating Expenses 50,690,115 48,171,095 2,519,020
Change in Net Position $ (3,680,211) $ 891,206 $ (4,571,417)

The increase in operating revenues was due to an increase in the School’s State aid due to an increase in
full-time equivalency (FTE) enrollment. The decrease in non-operating revenues is due to a significant
decrease in state and federal grant revenue awarded to the School. The School’s most significant
expense, “Purchased Services: Management Fees” increased in relation to the increase in State aid and
grant awards because of the management agreement in place between the School and ACCEL. The
agreement provides that specific percentages of the revenues received by the School will be paid to
ACCEL to fund operations (See Note 7).

The increase in operating expenses is also impacted by the changes in Pension and OPEB Expense, which
are primarily associated to changes in the School’s proportionate share of the net pension liability, net
OPEB liability/asset and related accruals. As previously indicated, these items are explained in detail
within their respective notes.

Capital Assets
For the year ended June 30, 2023, the School had no capital assets.
Current Financial Issues

Alternative Education Academy received revenue for 5,708 students in 2023 and 5,676 students in 2022.
Alternative Education Academy is different from many other schools as it provides education in a
distance-learning environment to students in nearly every county in the State of Ohio. State law governing
community schools allows for the School to have open enrollment across traditional school district
boundaries.

The School receives its support almost entirely from state aid. The School receives additional revenue
from grant subsidies.
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Although there is a possibility that State aid will be cut in future years due to the economic climate, the
School feels that the relationship with the management company will insulate them from any significant
change. The relationship brings stability to the School since specific percentages of revenues are payable
to the management company (See Note 7).

Contacting the School’s Financial Management

This financial report is designed to provide our readers with a general overview of the School’s finances
and to show the School’s accountability for the money it receives. If you have questions about this report
or need additional information, contact the Fiscal Officer at 3320 West Market Street, Suite 300,
Fairlawn, Ohio 44333.
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June 30, 2023

ASSETS

Current Assets

Cash & Cash Equivalents $ 1,932,601
Grant Funding Receivable 590,619
Bank Fee Receivable 818
Prepaids 9,028
Total Current Assets 2,533,066

Noncurrent Assets

Net OPEB Asset 2,453,198
Total Noncurrent Assets 2,453,198
Total Assets 4,986,264

DEFERRED OUTFLOWS OF RESOURCES

Pension 15,866,611
OPEB 1,244,129
Total Deferred Outflows of Resources 17,110,740
LIABILITIES

Current Liabilities

State Aid Payable 135,435
Accounts Payable 866,161
Total Current Liabilities 1,001,596

Long Term Liabilities

Net Pension Liability 24,474,637
Net OPEB Liability 822,040
Total Long Term Liabilities 25,296,677
Total Liabilities 26,298,273

DEFERRED INFLOWS OF RESOURCES

Pension 2,119,229
OPEB 3,072,911
Total Deferred Inflows of Resources 5,192,140
NET POSITION

Restricted for Other Purposes 529,723
Unrestricted (9,923,132)
Total Net Position $ (9,393,409)

See accompanying notes to the basic financial statements.
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Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2023

OPERATING REVENUES

State Aid $ 38,949,115

Casino Revenue 413,531
Total Operating Revenues 39,362,646

OPERATING EXPENSES

Purchased Services: Management Fees 38,355,147

Purchased Services: Grant Programs 7,591,335

Pension and OPEB 3,704,142
Sponsorship Fees 938,609
Other Expenses 100,882
Total Operating Expenses 50,690,115

Operating Income (Loss) (11,327,469)

NON-OPERATING REVENUES

Federal and State Grants 7,597,335
Miscellaneous Revenue 20,128
Interest 29,795
Total Non-Operating Revenues 7,647,258
Change in Net Position (3,680,211)
Net Position Beginning of Year (5,713,198)
Net Position End of Year $ (9,393,409)

See accompanying notes to the basic financial statements.
11



Alternative Education Academy
Summit County, Ohio
Statement of Cash Flows
For the Fiscal Year Ended June 30, 2023

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received From State Aid $ 39,498,081

Cash Payments To Management Company (45,682,674)
Cash Payments To Sponsor (938,609)
Other Cash Payments (102,596)
Net Cash Used for Operating Activities (7,225,798)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Cash Received From Grant Programs 7,607,231
Cash Received From Miscellaneous Revenue 20,128
Net Cash Received From Noncapital Financing Activities 7,627,359

CASH FLOWS FROM INVESTING ACTIVITIES

Cash Received From Interest 29,795
Net Increase in Cash and Cash Equivalents 431,356
Cash and Cash Equivalents at Beginning of Year 1,501,245
Cash and Cash Equivalents at End of Year $ 1,932,601

RECONCILIATION OF OPERATING INCOME (LLOSS) TO NET CASH
USED FOR OPERATING ACTIVITIES

Operating Income (Loss) $ (11,327,469)

ADJUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO NET
CASH USED FOR OPERATING ACTIVITIES

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

Prepaids (1,714)
Deferred Outflows of Resources (4,746,794)
Deferred Inflows of Resources (5,072,236)
Net OPEB Asset (1,060,989)
Net Pension/OPEB Liability 14,584,161
Accounts Payable 864,323
State Aid Payable 135,435
Grant Funding Payable (600,515)
Total Adjustments 4,101,671
Net Cash Used for Operating Activities $ (7,225,798)

See accompanying notes to the basic financial statements.
12



Alternative Education Academy
Summit County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2023

NOTE 1 - DESCRIPTION OF THE SCHOOL AND REPORTING ENTITY

Alternative Education Academy (the School) operating under the trade name as Ohio Distance and Electronic
Learning Academy (“OHDELA”) is a federal 501(c) (3) tax-exempt, state nonprofit corporation established
pursuant to Ohio Rev. Code Chapters 3314 and 1702 to maintain and provide a school exclusively for any
educational, literary, scientific and related teaching service. The School, which is part of the State’s education
program, is independent of any school district. The School may sue and be sued, acquire facilities as needed,
and contract for any services necessary for the operation of the School.

The School contracts with ACCEL Online Ohio, LLC (ACCEL) for most of its functions. (See Note 7)

The School is sponsored and approved for operation under contract with the Ohio Council for Community
Schools (OCCS) (Sponsor) for a period commencing on July 1, 2006, and extending through June 30, 2012,
The contract was renewed for a period commencing on July 1, 2012 through June 30, 2022 and renewed
commencing July 1, 2022 through June 30, 2025. The School actually began operations on February 14, 2002.
The School operates under a self-appointing Board of Directors (the Board). The School’s Code of
Regulations specify that vacancies that arise on the Board will be filled by the appointment of a successor
director by a majority vote of the then existing directors. The Board is responsible for carrying out the
provisions of the contract with the Sponsor, which include, but are not limited to, state-mandated provisions
regarding student population, curriculum, academic goals, performance standards, admission standards, and
qualifications of teachers. The School has one support facility, which is leased by ACCEL. The School is
staffed by teaching personnel employed by ACCEL.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the School have been prepared in conformity with generally accepted
accounting principles as applied to governmental nonprofit organizations. 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 School’s accounting policies are described below.

Basis of Presentation

The School’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. Enterprise fund reporting focuses on
the determination of the change in net position, financial position and cash flows.

Auditor of State of Ohio Bulletin No. 2000-005 requires the presentation of all financial activity to be
reported within one enterprise fund for year-end reporting purposes. Enterprise accounting is used to account
for operations that are financed and operated in a manner similar to private business enterprises where the
intent is that the costs (expenses) of providing goods or services to the general public on a continuing basis be
financed or recovered primarily through user charges.

Measurement Focus and Basis of Accounting
The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.
Enterprise accounting uses a flow of economic resources measurement focus. With this measurement focus,

all assets and deferred outflow of resources as well as all liabilities and deferred inflows of resources are
included on the Statement of Net Position.

13



Alternative Education Academy
Summit County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2023

Operating statements present increases (i.c., revenues) and decreases (i.e., expenses) in net position. The
accrual basis of accounting is utilized for reporting purposes. Revenues are recognized when they are earned,
and expenses are recognized when they are incurred.

Budgetary Process

Community schools are statutorily required to adopt a budget by Ohio Revised Code 3314.032(C). However,
unlike traditional public schools located in the State of Ohio, community schools are not required to follow
the specific budgetary process and limits set forth in the Ohio Revised Code Chapter 5705, unless specifically
provided in the contract between the School and its Sponsor. The contract between the School and its Sponsor
does not require the School to follow the provisions Ohio Revised Code Chapter 5705; therefore, no
budgetary information is presented in the basic financial statements.

Cash and Cash Equivalents

All cash received by the School is maintained in a demand deposit account and STAR Ohio. For purposes of
the Statement of Cash Flows and for presentation on the Statement of Net Position, investments with an
original maturity of three months or less at the time they are purchased are considered to be cash equivalents.

The School invested in STAR Ohio. STAR Ohio (the State Treasury Asset Reserve of Ohio), is an
investment pool managed by the State Treasurer’s Office which allows governments within the State to pool
their funds for investment purposes. STAR Ohio is not registered with the SEC as an investment company,
but has adopted Governmental Accounting Standards Board (GASB), Statement No. 79, Certain External
Investment Pools and Pool Participants. The School measures their investment in STAR Ohio at the net asset
value (NAV) per share provided by STAR Ohio. The NAV per share is calculated on an amortized cost basis
that provides an NAV per share that approximates fair value.

There were no limitations or restrictions on any participant withdrawals due to redemption notice periods,
liquidity fees, or redemption gates. However, notice must be given 24 hours in advance of all deposits and
withdrawals exceeding $100 million. STAR Ohio reserves the right to limit the transaction to $250 million,
requiring the excess amount to be transacted the following business day(s), but only to the $250 million limit.
All accounts of the participant will be combined for these purposes.

Intergovernmental Revenues

The School currently participates in the State Foundation Program, facilities aid, and casino tax distributions,
which are reflected under “Operating Revenues” on the Statement of Revenues, Expenses, and Changes in
Net Position. Revenues received from these programs are recognized as operating revenue in the accounting
period in which all eligibility requirements have been met.

Non-exchange transactions, in which the School receives value without directly giving equal value in return,
include grants, entitlements, and contributions. Grants, entitlements, and contributions are recognized as non-
operating revenues in the accounting period in which all eligibility requirements have been met.

Eligibility requirements include timing requirements, which specify the year when the resources are required
to be used or the fiscal year when use is first permitted; matching requirements, in which the School must
provide local resources to be used for a specified purpose; and expenditure requirements, in which the
resources are provided to the School on a reimbursement basis.

14



Alternative Education Academy
Summit County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2023

Capital Assets and Depreciation

For purposes of recording capital assets, the Board has a capitalization threshold of $5,000. Depreciation is
computed by the straight-line method over three years for computer and software.

The School has no other capital assets as the School operates under a management agreement with ACCEL
(See Note 7).

Use of Estimates

In preparing the financial statements, management is sometimes required to make estimates and assumptions
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets, deferred outflows
of resources, liabilities and deferred inflows of resources at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Net Position

Net position represents the difference between assets and deferred outflow of resources as well as deferred
inflow of resources and liabilities. Net position consists entirely of unrestricted balances. Net position is
reported as restricted when there are limitations imposed on its use either through the enabling legislation
adopted by the School or through external restrictions imposed by creditors, grantors or laws or regulations of
other governments. The School applies restricted resources first when an expense is incurred for purposes for
which both restricted and unrestricted net position is available.

Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the School’s primary activities. For the
School, these revenues are primarily state aid payments. Operating expenses are necessary costs incurred to
provide the goods and services that are the primary activities of the School. Revenues and expenses not
meeting this definition are reported as non-operating.

Pensions and Other Postemployment Benefits (OPEB)

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

Deferred Outflows/Inflows of Resources
In addition to assets, the statement of net position will sometimes report a separate section for deferred

outflows of resources. Deferred outflows of resources represent a consumption of net assets that applies to a
future period and will not be recognized as an outflow of resources (expense) until then.
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For the School, deferred outflows of resources are reported on the statement of net position for pension and
OPEB. The deferred outflows of resources related to pension and OPEB plans are explained in Notes 10 and
11.

In addition to liabilities, the statement of net position report a separate section for deferred inflows of
resources. Deferred inflows of resources represent an acquisition of net assets that applies to a future period
and will not be recognized until that time. For the School, deferred inflows of resources include pension and
OPEB, which are reported on the statement of net position. (See Notes 10 and 11).

Implementation of New Accounting Principles

For the fiscal year ended June 30, 2023, the School has implemented GASB Statement No. 91, Conduit Debt
Obligations, GASB Statement No. 93, paragraphs 13 and 14, Replacement of Interbank Offered Rates, GASB
Statement No. 94, Public-Private and Public-Public Partnerships and Available Payment Arrangements,
GASB Statement No. 96, Subscription-Based Information Technology Arrangements, and certain provisions
of GASB Statement No. 99, Omnibus 2022.

GASB Statement No. 91 provides a single method of reporting conduit debt obligations by issuers and
eliminates diversity in practice associated with (1) commitments extended by issuers, (2) arrangements
associated with conduit debt obligations, and (3) related note disclosures. The implementation of GASB
Statement No. 91 did not have an effect on the financial statements of the School.

GASB Statement No. 93, paragraphs 13 and 14, provide an exception to the lease modifications guidance in
GASB Statement No. 87, as amended, for certain lease contracts that are amended solely to replace an IBOR
as the rate upon which variable payments depend. The implementation of GASB Statement No. 93
paragraphs 13 and 14, did not have an effect on the financial statements of the School.

GASB Statement No. 94 improves financial reporting by establishing the definitions of public-private and
public-public partnership arrangements and availability payment arrangements as well as provides uniform
guidance on accounting and financial reporting for transactions that meet the definitions. The implementation
of GASB Statement No. 94 did not have an effect on the financial statements of the School.

GASB Statement No. 96 improves financial reporting by establishing a definition for subscription-based
information technology arrangements (SBITAs) and providing uniform guidance for accounting and financial
reporting for transactions that meet that definition. The statement also enhances the relevance and reliability
of the financial statements by requiring a government to report a subscription asset and subscription liability
for a SBITA and discloses essential information about the arrangement. The note disclosures also allow the
users to understand the scale and important aspects of the SBITA activities and evaluate the obligations and
assets resulting from the SBITAs. The implementation of GASB Statement No. 96 did not have an effect on
the financial statements of the School.

GASB Statement No. 99 enhances comparability in accounting and financial reporting and improves the
consistency of authoritative literature by addressing (1) practice issues that have been identified during
implementation and application of certain GASB Statements and (2) accounting and financial reporting for
financial guarantees. The implementation of certain provisions of GASB Statement No. 99 that relate to
extension of LIBOR, accounting for SNAP distributions, disclosures of nonmonetary transactions, and
pledges of future revenues by pledging governments, did not have an effect on the financial statements of the
School.

16



Alternative Education Academy
Summit County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2023

NOTE 3 - DEPOSITS AND INVESTMENTS
Deposits

Atyear-end, $1,397,417 of the School District’s bank balance of $1,897,417 was exposed to custodial credit
risk. Although the securities were held by the pledging financial institutions’ trust department in the School
District’s name and all statutory requirements for the investment of money had been followed, noncompliance
with Federal requirements could potentially subject the School District to a successful claim by the FDIC.

Investments

As of June 30, 2023, the School had the following investment:

Investment Maturity

Measurement 3 Months Percentage of
Investment Type Value or Less Total
STAR Ohio $ 34,454 $ 34,454 100%

Interest Rate Risk: As a means of limiting its exposure to fair value losses arising from rising interest rates
and according to state law, the School’s investment policy limits investment portfolio maturities to five years
or less.

Credit Risk: STAR Ohio is an investment pool operated by the Ohio State Treasurer. It is unclassified since it
is not evidenced by securities that exist in physical or book entry form. Ohio law requires STAR Ohio
maintain the highest rating provided by at least one nationally recognized standard rating service. The
weighted average of maturity of the portfolio held by STAR Ohio as of June 30, 2023, is 39 days and carries a
rating of AAAm by S&P Global Ratings.

Concentration of Credit Risk: The School places no limit on the amount that may be invested in any one
issuer.

NOTE 4 - GRANTS FUNDING RECEIVABLE/PAYABLE

The School has recorded “Grant Funding Receivable” in the amount of $590,619 to account for incurred
expenses for State and Federal grants, but not received as of June 30, 2023.

Under the terms of the management agreement (see Note 7), the School will remit 100 percent of any State
and Federal monies uncollected or unpaid to ACCEL as of June 30, 2023. This amount is included with
accounts payable.

NOTE 5 - CAPITAL ASSETS AND DEPRECIATION

For the fiscal year ended June 30, 2023, the School had no capital assets.
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NOTE 6 - RISK MANAGEMENT
Property and Liability

The School is exposed to various risks of loss related to torts; theft or damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. As part of its management agreement with
ACCEL, ACCEL has contracted with an insurance company for property and general liability insurance
pursuant to the management agreement (See Note 7). There was no significant reduction in insurance
coverage from the prior year and claims have not exceeded insurance coverage over the past three years.

Director and Officer
Coverage has been purchased by the School with a $5,000,000 aggregate limit and a $10,000 deductible.
NOTE 7 - AGREEMENT WITH ACCEL

Effective July 1, 2018, the School entered into a management agreement (Agreement) with an initial term
through June 30, 2023. The Agreement includes continuing fees owed from the School to ACCEL. ACCEL
is an educational consulting and management company.

Substantially all functions of the School have been contracted to ACCEL. ACCEL is responsible and
accountable to the School’s Board of Directors for the administration and operation of the school. The School
is required to pay ACCEL a monthly continuing fee of 97 percent of the School's “Qualified Gross
Revenues,” defined in the Agreement as revenues generated on a per student basis received by the School
from the State of Ohio Department of Education pursuant to Title 33 of the Ohio Revised Code and any other
statute applicable to community schools as defined in the Code. Qualified gross revenues do not include
casino revenue unless said casino revenue is included in the general state aid, student fees, charitable
contributions, PTA/PTO income, Federal Title Programs and such other federal, state and local government
funding designated to compensate the School for the education of its students and other miscellaneous
revenue received.

ACCEL shall receive 100 percent of any and all grants or funding of any kind generated by ACCEL and its
affiliates beyond the regular per pupil state funding received by the School, subject to any terms and
conditions attached to the grants, if any. The continuing fee is paid to ACCEL based on the current month’s
qualified gross revenues.

The School had purchased service expenses for the fiscal year ended June 30, 2023 of $45,946,482 of which
$864,254 was payable to ACCEL at June 30, 2023. ACCEL will be responsible for all costs incurred in
providing the educational program at the School, which include but are not limited to, salaries and benefits of
personnel, curriculum materials, textbooks, library books, computers and other equipment, software, supplies,
building payments, maintenance, capital, and insurance.

NOTE 8 - SPONSORSHIP FEES
Under Paragraph D(4) of the sponsor contract with the OCCS, it states that the School “...shall pay to the
Sponsor the amount of 2.8 percent of the total state funds received for the first 2,500 students received each

year, 2.6 percent of the total state funds for the next 2,500-3,500 stud