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INDEPENDENT AUDITOR’S REPORT

Everest High School
Franklin County

1555 Graham Road
Reynoldsburg, Ohio 43068

To the Board of Directors:
Report on the Financial Statements

We have audited the accompanying financial statements of the Everest High School, Franklin County, Ohio
(the School), a component unit of the Reynoldsburg City School District, as of and for the year ended June
30, 2014, and the related notes to the financial statements, which collectively comprise the School’'s basic
financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with the modified cash accounting basis Note 2 describes. This responsibility includes determining that the
modified cash basis is acceptable for the circumstances. This responsibility also includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit standards
in the Comptroller General of the United States’ Government Auditing Standards. Those standards require
us to plan and perform the audit to reasonably assure the financial statements are free from material
misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control relevant
to the School's preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the
effectiveness of the School's internal control. Accordingly, we express no opinion. An audit also includes
evaluating the appropriateness of management’'s accounting policies and the reasonableness of their
significant accounting estimates, as well as our evaluation of the overall financial statement presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinion.
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective modified cash financial position of Everest High School, Franklin County, Ohio, as of June 30,

2014, and the changes in modified cash financial position for the year then ended in accordance with the
accounting basis described in Note 2.

Accountants & Consultants for Business & Government
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Accounting Basis

Ohio Administrative Code 8§ 117-2-03(B) requires the School to prepare its annual financial report in
accordance with accounting principles generally accepted in the United States of America. We draw
attention to Note 2 of the financial statements, which describes the basis applied to these statements, which
is a basis other than generally accepted accounting principles. We did not modify our opinion regarding
this matter.

Other Matters
Supplemental Information

We audited to opine on the School’s financial statements that collectively comprise its basic financial
statements. Management’s Discussion & Analysis includes tables of net position and changes in net
position. This information provide additional analysis and is not a required part of the basic financial
statements.

These tables are management’s responsibility, and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. We subjected this information
to the auditing procedures we applied to the basic financial statements. We also applied certain additional
procedures, including comparing and reconciling this 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, these tables are fairly stated in all material respects in relation
to the basic financial statements taken as a whole.

Other than the aforementioned procedures applied to the tables, we applied no procedures to any other
information in Management'’s Discussion & Analysis, and we express no opinion or any other assurance on
it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 12,
2014, 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.
That report describes the scope of our internal control testing over financial reporting and compliance, and
the results of that testing, and does not opine on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the School’s internal control over financial reporting and compliance.

)@wf; (Wbl Coclrde 1L

Kennedy Cottrell Richards LLC
September 12, 2014



EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Management’s Discussion and Analysis
For the Year Ended June 30, 2014
(Unaudited)

The management’s discussion and analysis of the Everest High School’s (the “School”) financial
performance provides an overall review of the School’s financial activities for the fiscal year ended June
30, 2014. The intent of this discussion and analysis is to look at the School’s financial performance as a
whole. Readers should also review our notes to the basic financial statements and the financial statements
themselves to enhance their understanding of the School’s financial performance.

Financial Highlights
Key financial highlights for the School are as follows:

o The total assets and net position of the School were $745,357 as of June 30, 2014. Of this amount,
$745,091 (unrestricted net position) may be used to meet the School’s ongoing obligations.

e The School’s net position increased by $208,062 during the fiscal year. The School’s operating
receipts of $743,484 and non-operating receipts of $88,024 exceeded operating disbursements of
$623,446.

Using the Basic Financial Statements

This annual report is presented in a format consistent with the presentation requirements of Governmental
Accounting Standards Board Statement No. 34, as applicable to the School’s modified cash basis of
accounting.

Report Components

The statement of net position and the statement of cash receipts, disbursements, and changes in net position
provide information about the School as a whole.

The management’s discussion and analysis is intended to serve as an introduction to the School’s basic
financial statements. The School’s basic financial statements are comprised of two components: the
financial statements and the notes to the financial statements.

The statement of net position and the statement of cash receipts, disbursements, and changes in net position
reflect how the School did financially during the fiscal year. The change in net position is important because
it tells the reader whether the modified cash position of the School has increased or decreased during the
period.

The notes to the financial statements are an integral part of the basic financial statements and provide
expanded explanation and detail regarding the information reported in the statements.



EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Management’s Discussion and Analysis
For the Year Ended June 30, 2014
(Unaudited)

Basis of Accounting

The basis of accounting is a set of guidelines that determine when financial events are recorded. The School
has elected to present its financial statements using the modified cash basis of accounting. This basis of
accounting is a basis of accounting other than accounting principles generally accepted in the United States
of America. Under the School’s modified cash basis of accounting, receipts and disbursements are recorded
when cash is received or paid with the exception of investment purchases and sales of investments. The
district had no investments at fiscal year-end.

As aresult of using the modified cash basis of accounting, certain noncash assets and their related revenues
(such as accounts receivable) and certain liabilities and their related expenses (such as accounts payable)
are not recorded in the financial statements. Therefore, when reviewing the financial information and
discussion within this report, the reader must keep in mind the limitations resulting from the use of the
modified cash basis of accounting.

Financial Analysis
Table 1 provides a summary of the School’s net position at fiscal year-end.

Table 1
Net Position at Year End

2014 2013
Assets:

Current Assets $ 745,357 $ 537,295
Total Assets 745,357 537,295
Net Position:

Restricted 266 5,617
Unrestricted 745,091 531,678
Total Net Position $ 745,357 $ 537,295

As mentioned previously, net position increased $208,062 or 38.7 percent from 2013.



EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Management’s Discussion and Analysis
For the Year Ended June 30, 2014
(Unaudited)

Financial Analysis

Table 2 shows the change in net position for the fiscal year ended June 30, 2014.

Table 2
Changes in Net Position
2014 2013

Operating Receipts:
Foundation Receipts $ 741,139  § 698,338
Tuition and Fees 2,345 2,250

Total Operating Receipts 743,484 700,588
Operating Disbursements:

Salaries and Wages 171,397 156,219

Fringe Benefits 37,884 36,991

Purchased Services 342,957 402,688

Materials and Supplies 21,045 31,323

Capital Outlay 4,742 29,854

Other 45,421 34,396

Total Operating Disbursements 623,446 691,471
Operating Income 120,038 9,117
Nonoperating Receipts

Federal and State Grants 82,105 114,191

Miscellaneous Receipts 5,919 10

Total Nonoperating Receipts 88,024 114,201
Change in Net Position 208,062 123,318
Net Position, Beginning of Year 537,295 413,977
Net Position, End of the Year $ 745357  § 537,295

Operating Disbursements and Federal and State Grants both decreased significantly in comparison with the
prior fiscal year. These decreases are primarily the result of a capital grant received and disbursed in fiscal
year 2013.



EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Management’s Discussion and Analysis
For the Year Ended June 30, 2014
(Unaudited)

Budget Highlights

Unlike other public schools located in the State of Ohio, community schools are not required to follow the
budgetary provisions set forth in Ohio Rev. Code Chapter 5705, unless specifically provided by the
School’s contract with its Sponsor. The contract between the School and its Sponsor prescribes an annual
budget requirement as part of preparing a five year forecast, which is updated on an annual basis.

Current Financial Issues

The School depends on legislative and governmental support to fund its operations. Based on information
currently available, several changes are expected to occur in the nature of the funding of operations of the
School in future fiscal years due to the State’s current economic environment. The School is expected to
continue to grow in both the number of students, as well as the number of support staff, as it enters into its
fifth year of operation, which will impact the School’s funding since the School receives the majority of its
finances from state aid.

Contacting the School

This financial report is designed to provide a general overview of the finances of the Everest High School
and to show the School’s accountability for the monies it receives to all vested and interested parties, as
well as meeting the annual reporting requirements of the State of Ohio. Any questions about the information
contained within this report or requests for additional financial information should be directed to the
Treasurer of Everest High School, 1555 Graham Road, Reynoldsburg, Ohio 43068.



EVEREST HIGH SCHOOL

(A COMPONENT UNIT OF REYNOLDSBURG CITY SCHOOL DISTRICT)

FRANKLIN COUNTY

STATEMENT OF NET POSITION - MODIFED CASH BASIS

Assets
Cash and Cash Equivalents
Total Assets

Net Position
Restricted for:
Federally Funded Programs
Unrestricted
Total Net Position

See accompanying notes to the basic financial statements.

AS OF JUNE 30, 2014
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745,357

745,357

266
745,091

745,357




EVEREST HIGH SCHOOL
(A COMPONENT UNIT OF REYNOLDSBURG CITY SCHOOL DISTRICT)
FRANKLIN COUNTY

STATEMENT OF RECEIPTS, DISBURSEMENTS AND CHANGES
IN NET POSITION - MODIFIED CASH BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Operating Receipts:
State Foundation $ 741,139
Fees 2,345
Total Operating Receipts 743,484

Operating Disbursements:

Salaries and Wages 171,397
Fringe Benefits 37,884
Purchased Services 342,957
Materials and Supplies 21,045
Capital Outlay 4,742
Other 45,421
Total Operating Disbursements 623,446
Operating Income 120,038

Non-Operating Receipts:

Federal and State Grants 82,105
Miscellaneous Receipts 5,919
Total Non-Operating Receipts 88,024
Change in Net Position 208,062
Net Position at Beginning of Year 537,295
Net Position at End of Year $ 745,357

See accompanying notes to the basic financial statements.
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EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 1 - DESCRIPTION OF THE SCHOOL

Everest High School, Franklin County, Ohio (the “School™) is a nonprofit corporation established pursuant
to Ohio Revised Code Chapters 3314 and 1702, to maintain and provide a high quality education to its
students and contributes significantly to Ohio’s effort to provide quality education opportunities for learners
in the areas of academic development, civic leadership, and a lifetime of productive work. Management is
not aware of any course of action or series of events that have occurred that might adversely affect the
School’s tax exempt status. The School’s mission is to provide its students a customized and personalized
educational experience leading to high school graduation and meaningful post high school employment, or
successful transition to post high school education. The School is designed as a high school dropout
prevention/recovery program. The target student population consists of students who are 16-21 years of
age, considered to be “at risk” for graduating from high school, and who, at the time of their enroliment,
are at least one grade level behind their cohort age group and/or have experienced a crisis that significantly
interferes with their academic progress to the extent they cannot continue in the traditional high school
program. The School, which is part of the State’s education program, is nonsectarian in its programs,
admissions policies, employment practices, and all other operations. The School may acquire facilities as
needed and contract for any services necessary for the operation of the School.

The School is considered a component unit of the Reynoldsburg City School District for reporting purposes,
in accordance with Governmental Accounting Standards Board (GASB) Statement No. 14, “The Financial
Reporting Entity” as amended by GASB Statement No. 39, “Determining Whether Certain Organizations
Are Component Units” and GASB Statement No. 61, “The Financial Reporting Entity: Omnibus”.

The School was approved for operation under a contract with the Reynoldsburg City School District (the
“Sponsor”) for a period of five academic years commencing after May 1, 2010. The Sponsor is responsible
for evaluating the performance of the School and has the authority to deny renewal of the contract at its
expiration or terminate the contract prior to its expiration.

The School is designed to operate under the direction of a self-appointed five-member Board of Directors
(the “Board”). The Board is responsible for carrying out the provisions of the contract, 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 Board controls the School’s
one instructional/support facility staffed by 7 non-certified staff members and 3 certificated teaching
personnel who provide services to 117 students.

As discussed further in Note 2.B, these financial statements are presented on a modified cash basis of
accounting. This modified cash basis of accounting differs from accounting principles generally accepted
in the United States of America (GAAP). Generally accepted accounting principles include all relevant
Governmental Accounting Standards Board (GASB) pronouncements, which have been applied to the
extent they are applicable to the modified cash basis of accounting. Following are the more significant of
the School’s accounting policies.



EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Basis of Presentation

The School’s basic financial statements consist of a statement of net position and a statement of cash
receipts, disbursements, and changes in net position. These statements are prepared on the modified cash
basis of accounting as further described in Note 2 B.

The School uses a single enterprise presentation for its financial records. Enterprise reporting focuses on
the determination of operating income, changes in net position, and financial position.

B. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements. The School's financial statements are prepared using the modified cash basis of
accounting. With the exception of investment purchases and sales, receipts are recorded in the School’s
financial records and reported in the financial statements when cash is received rather than when earned
and disbursements are recorded when cash is paid rather than when a liability is incurred. The District had
no investments at fiscal year end.

As a result of the use of this modified cash basis of accounting, certain noncash assets and their related
revenues (such as accounts receivable and revenue for billed or provided services not yet collected) and
certain liabilities and their related expenses (such as accounts payable and expenses for goods or services
received but not yet paid, and accrued expenses and liabilities) are not recorded in these financial
statements.

C. Budgetary Process

Unlike other public Schools located in the State of Ohio, community schools are not required to follow the
budgetary provisions set forth in Ohio Rev. Code Chapter 5705, unless specifically provided by the
School’s contract with its Sponsor. The contract between the School and its Sponsor prescribes an annual
budget requirement as part of preparing a five year forecast, which is updated on an annual basis.

D. Cash and Cash Equivalents

All monies received by the School are deposited in a demand deposit account.

For purposes of the presentation on the statement of net position, investments with maturities of three
months or less at the time they are purchased by the School are considered to be cash equivalents.

Investments with maturities greater than three months at the time they are purchased are reported as
investments.

10



EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

E. Restricted Assets

Assets are reported as restricted when limitations on their use change the normal understanding of the
availability of the asset. Such constraints are either imposed by creditors, contributors, grantors or laws or
other governments or imposed by enabling legislation. The School had no restricted assets at fiscal year-
end.

F. Prepaid Items

The School reports disbursements for prepaid items when paid. These items are not reflected as assets in
the accompanying financial statements.

G. Inventory

The School reports disbursements for inventory when paid. These items are not reflected as assets in the
accompanying financial statements.

H. Capital Assets

Acquisitions of property, plant and equipment are recorded as disbursements when paid. These items are
not reflected as assets in the accompanying financial statements.

I. Accumulated Leave

In certain circumstances, such as upon leaving employment or retirement, employees are entitled to cash
payments for unused leave. These items are not reflected as liabilities in the accompanying financial
statements.

J. Employer Contributions to Cost-Sharing Pension Plans

The School recognizes the disbursement for employer contributions to cost-sharing pension plans when
they are paid. As described in Notes 5 and 6, the employer contributions include portions for pension
benefits and for postretirement health care benefits.

K. Accrued Liabilities and Long-Term Obligations

The School’s modified cash basis financial statements do not report liabilities for accrued liabilities and

long-term obligations. Proceeds of debt are reported when cash is received and principal and interest
payments are reported when paid. The School had no outstanding debt as of June 30, 2014.

11



EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
L. Deferred Inflows and Outflows of Resources

The School’s modified cash basis financial statements do not report deferred outflows and inflows of
resources. The School recognizes the disbursement for deferred outflows when they are paid and proceeds
of deferred inflows are reported when cash is received.

M. Net Position

Net position represents cash. Net position is reported as restricted when there are limitations imposed on
their 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. At fiscal year-end, the School
had $266 restricted for federally funded programs.

The School’s policy is to first apply restricted resources when an obligation is incurred for purposes for
which both restricted and unrestricted net assets are available.

N. Operating Receipts and Disbursements

Operating receipts are those revenues that are generated directly from the primary activity of the School.
Operating disbursements are necessary costs incurred to provide the goods or services that are the primary
activities of the School. All receipts and disbursements not meeting this definition are reported as non-
operating.

NOTE 3 - DEPOSITS

At fiscal year-end, the carrying amount of the School’s deposits was $745,357 and the bank balance was
$746,603. Of the bank balance, $496,603 was exposed to custodial credit risk, as discussed below, while
$250,000 was covered by Federal Deposit Insurance.

Custodial credit risk is the risk that, in the event of bank failure, the School’s deposits may not be returned.
All deposits are collateralized with eligible securities in amounts equal to at least 105% of the carrying
value of the deposits. Such collateral, as permitted by the Ohio Revised Code, is held in single financial
institution collateral pools at Federal Reserve Banks, or at member banks of the federal reserve system, in
the name of the respective depository bank and pledged as a pool of collateral against all of the public
deposits it holds or as specific collateral held at the Federal Reserve Bank in the name of the School. The
School has no deposit policy for custodial credit risk beyond the requirements of State statute. Although
the securities were held by the pledging institutions’ trust department and all statutory requirements for the
deposit of money had been followed, noncompliance with federal requirements could potentially subject
the School to a successful claim by the FDIC.

12



EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 4 - PENSION PLANS
A. School Employees Retirement System

Plan Description - The School contributes to the School Employees Retirement System of Ohio (SERS), a
cost-sharing multiple employer defined benefit pension plan. SERS provides retirement and disability, and
survivor benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.
Authority to establish and amend benefits is provided by state statute per Chapter 3309 of the Ohio Revised
Code. The School Employees Retirement System issues a publicly available, stand-alone financial report
that includes financial statements and required supplementary information. That report can be obtained on
SERS’ website at www.ohsers.org under Employer/Audit Resources.

Funding Policy - Plan members are required to contribute 10% of their annual covered salary and the School
is required to contribute 14% of annual covered payroll. The contribution requirements of plan members
and employers are established and may be amended, up to statutory maximum amounts, by the SERS’
Retirement Board. The Retirement Board acting with the advice of the actuary, allocates the employer
contribution rate among four of the funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and
Health Care Fund) of the System. For fiscal year ending June 30, 2014, the allocation to pension and death
benefits is 13.10%. The remaining .90% of the 14% employer contribution rate is allocated to the Health
Care and Medicare B Funds. The School’s contributions for pension obligations to SERS for the fiscal years
ended June 30, 2014, 2013 and 2012 were $5,851, $5,845 and $5,070, respectively; 100 percent has been
contributed for fiscal years 2014, 2013 and 2012.

B. State Teachers Retirement System of Ohio

Plan Description - The School contributes to the State Teachers Retirement System of Ohio (STRS Ohio),
a cost-sharing, multiple-employer public employee retirement system. STRS Ohio is a statewide retirement
plan for licensed teachers and other faculty members employed in the public Schools of Ohio or any School,
college, university, institution or other agency controlled, managed and supported, in whole or in part, by
the state or any political subdivision thereof. STRS Ohio issues a stand-alone financial report that may be
obtained by writing to STRS Ohio, 275 E. Broad St., Columbus, OH 43215-3771, by calling toll-free 1-
888-227-7877 or by visiting the STRS Ohio Web site at www.strsoh.org.

Plan Options — New members have a choice of three retirement plan options. In addition to the Defined
Benefit (DB) Plan, new members are offered a Defined Contribution (DC) Plan and a Combined Plan. The
DC plan allows members to allocate all their member contributions and employer contributions equal to
10.5% of earned compensation among various investment choices. The Combined Plan offers features of
the DC Plan and the DB Plan. In the Combined Plan, member contributions are allocated to investment
choices by the member, and employer contributions are used to fund a defined benefit payment at a reduced
level from the regular DB Plan. Contributions into the DC Plan and the Combined Plan are credited to
member accounts as employers submit their payroll information to STRS Ohio, generally on a biweekly
basis. DC and Combined Plan members will transfer to the DB Plan during their fifth year of membership
unless they permanently select the DC or Combined Plan.

13



EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 4 - PENSION PLANS - (Continued)

DB Plan Benefits — Plan benefits are established under Chapter 3307 of the Revised Code. Any member
may retire who has (i) five years of service credit and attained age 60; (ii) 25 years of service credit and
attained age 55; or (iii) 30 years of service credit regardless of age. The annual retirement allowance,
payable for life, is the greater of the “formula benefit” or the “money-purchase benefit” calculation. Under
the “formula benefit”, the retirement allowance is based on years of credited service and final average
salary, which is the average of the member’s three highest salary years. The annual allowance is calculated
by using a base percentage of 2.2% multiplied by the total number of years of service credit (including
Ohio-valued purchased credit) times the final average salary. The 31% year of earned Ohio service credit is
calculated at 2.5%. An additional one-tenth of a percent is added to the calculation for every year of earned
Ohio service over 31 years (2.6% for 32 years, 2.7% for 33 years and so on) until 100% of final average
salary is reached. For members with 35 or more years of Ohio contributing service, the first 30 years will
be calculated at 2.5% instead of 2.2%. Under the “money-purchase benefit” calculation, a member’s
lifetime contributions plus interest at specified rates are matched by an equal amount from other STRS Ohio
funds. This total is then divided by an actuarially determined annuity factor to determine the maximum
annual retirement allowance.

DC Plan Benefits — Benefits are established under Sections 3307.80 to 3307.89 of the Revised Code. For
members who select the DC Plan, all member contributions and employer contributions at a rate of 10.5%
are placed in an investment account. The member determines how to allocate the member and employer
money among various investment choices. A member is eligible to receive a retirement benefit at age 50
and termination of employment. The member may elect to receive a lifetime monthly annuity or a lump-
sum withdrawal. Employer contributions into members’ accounts are vested after the first anniversary of
the first day of paid service. Members in the DC Plan who become disabled are entitled only to their account
balance. If a member dies before retirement benefits begin, the member’s designated beneficiary is entitled
to receive the member’s account balance.

Combined Plan Benefits — Member contributions are allocated by the member, and employer contributions
are used to fund a defined benefit payment. A member’s defined benefit is determined by multiplying 1%
of the member’s final average salary by the member’s years of service credit. The defined benefit portion
of the Combined Plan payment is payable to a member on or after age 60. The defined contribution portion
of the account may be taken as a lump sum or converted to a lifetime monthly annuity at age 50.

A retiree of STRS Ohio or another Ohio public retirement system is eligible for reemployment as a teacher
following the elapse of two months from the date of retirement. Contributions are made by the reemployed
member and employer during the reemployment. Upon termination of reemployment or age 65, whichever
comes later, the retiree is eligible for an annuity benefit or equivalent lump-sum payment in addition to the
original retirement allowance. A reemployed retiree may alternatively receive a refund of only member
contributions with interest before age 65, once employment is terminated.

Benefits are increased annually by 3% of the original base amount for DB Plan participants.
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EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 4 - PENSION PLANS - (Continued)

The DB and Combined Plans offer access to health care coverage to eligible retirees who participated in
the plans and their eligible dependents. Coverage under the current program includes hospitalization,
physicians’ fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums. By
Ohio law, health care benefits are not guaranteed.

A DB or Combined Plan member with five or more years’ credited service who becomes disabled may
qualify for a disability benefit. Eligible spouses and dependents of members who die before retirement may
qualify for survivor benefits. A death benefit of $1,000 is payable to the beneficiary of each deceased retired
member who participated in the DB Plan. Death benefit coverage up to $2,000 can be purchased by
participants in the DB, DC or Combined Plans. Various other benefits are available to members’
beneficiaries.

Chapter 3307 of the Revised Code provides statutory authority for member and employer contributions.
Contribution rates are established by the State Teachers Retirement Board, upon recommendations of its
consulting actuary, not to exceed statutory maximum rates of 11% for members and 14% for employers.
Contribution requirements and the contributions actually made for the fiscal year ended June 30, 2014, were
10% of covered payroll for members and 14% for employers. The School’s required contributions for
pension obligations for the fiscal years ended June 30, 2014, 2013 and 2012 were $16,475, $14,506 and
$11,699, respectively; 100 percent has been contributed for fiscal years 2014, 2013 and 2012.

NOTE 5- POSTEMPLOYMENT BENEFITS
A. School Employees Retirement System
Postemployment Benefits — In addition to a cost-sharing multiple-employer defined benefit pension plan

the School Employees Retirement System of Ohio (SERS) administers two cost-sharing, multiple employer
postemployment benefit plans.

Medicare Part B Plan — The Medicare B plan reimburses Medicare Part B premiums paid by eligible retirees
and beneficiaries as set forth in Ohio Revised Code (ORC) 3309.69. Qualified benefit recipients who pay
Medicare Part B premiums may apply for and receive a monthly reimbursement from SERS. The
reimbursement amount is limited by statute to the lesser of the January 1, 1999 Medicare Part B premium
or the current premium. The Medicare Part B monthly premium for calendar year 2014 was $104.90 for
most participants, but could be as high as $335.70 per month depending on their income. SERS’
reimbursement to retirees was $45.50.

The Retirement Board, acting with the advice of the actuary, allocates a portion of the current employer
contribution rate to the Medicare B Fund. For fiscal year 2014, the actuarially required allocation is .76%.
The School’s required contribution for the fiscal years ended June 30, 2014, 2013 and 2012 were $339,
$330 and $299, repectively; 100 percent has been contributed for fiscal years 2014, 2013 and 2012.
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EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 5 - POSTEMPLOYMENT BENEFITS - (Continued)

Health Care Plan — ORC 3309.375 and 3309.69 permit SERS to offer health care benefits to eligible retirees
and beneficiaries. SERS’ Retirement Board reserves the right to change or discontinue any health plan or
program. SERS offers several types of health plans from various vendors, including HMOs, PPOs,
Medicare Advantage and traditional indemnity plans. A prescription drug program is also available to those
who elect health coverage. SERS employs two third-party administrators and a pharmacy benefit manager
to manage the self-insurance and prescription drug plans, respectively.

The ORC provides the statutory authority to fund SERS’ postemployment benefits through employer
contributions. Active members do not make contributions to the postemployment benefit plans.

The Health Care Fund was established under, and is administered in accordance with Internal Revenue
Code 105(e). Each year after the allocation for statutorily required benefits, the Retirement Board allocates
the remainder of the employer 14% contribution to the Health Care Fund. For the year ended June 30, 2014,
the health care allocation is .14%. An additional health care surcharge on employers is collected for
employees earning less than an actuarially determined minimum compensation amount, pro-rated according
to service credit earned. State law provides that no employer shall pay a health care surcharge greater than
2% of that employer’s SERS-covered payroll; nor may SERS collect in aggregate more than 1.5% of the
total statewide SERS-covered payroll for the health care surcharge. For fiscal year 2014, the minimum
compensation level was established at $20,250. The surcharge, added to the unallocated portion of the 14%
employer contribution rate is the total amount assigned to the Health Care Fund. The School’s contributions
assigned to health care for the fiscal years ended June 30, 2014, 2013 and 2012 were $63, $71 and $823,
respectively; 100 percent has been contributed for fiscal years 2014, 2013 and 2012.

The SERS Retirement Board establishes the rules for the premiums paid by the retirees for health care
coverage for themselves and their dependents or for their surviving beneficiaries. Premiums vary depending
on the plan selected, qualified years of service, Medicare eligibility, and retirement status. The financial
reports of SERS’ Health Care and Medicare B plans are included in its Comprehensive Annual Financial
Report. The report can be obtained by contacting SERS, 300 East Broad Street, Suite 100, Columbus, Ohio
43215-3746 or by calling toll free (800) 878-5853. It is also posted on SERS’ website at www.ohsers.org
under Employers/Audit Resources.

B. State Teachers Retirement System of Ohio

Plan Description - The School contributes to the cost-sharing, multiple employer postemployment benefit
Health Plan (the “Plan”) administered by the State Teachers Retirement System of Ohio (STRS Ohio) for
eligible retirees who participated in the defined benefit or combined pension plans offered by STRS Ohio.
Benefits include hospitalization, physicians’ fees, prescription drugs and reimbursement of monthly
Medicare Part B premiums. The Plan is included in the report of STRS Ohio which may be obtained by
writing 275 E. Broad St., Columbus, OH 43215-3371, by calling 1-888-227-7877, or by visiting the STRS
Ohio web site at www.strsoh.org.
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EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 5 - POSTEMPLOYMENT BENEFITS - (Continued)

Funding Policy — Ohio law authorizes STRS Ohio to offer the Plan and gives the Retirement Board authority
over how much, if any, of the health care costs will be absorbed by STRS Ohio. Active employee members
do not contribute to the Plan. All benefit recipients pay a monthly premium. Under Ohio law, funding for
post-employment health care may be deducted from employer contributions. For 2014, STRS Ohio
allocated employer contributions equal to 1% of covered payroll to post-employment health care. The
School’s contributions for health care for the fiscal years ended June 30, 2014, 2013 and 2012 was $1,267,
$1,116 and $900, respectively; 100 percent has been contributed for fiscal years 2014, 2013 and 2012.

NOTE 6 - SPONSORSHIP AGREEMENT

The School has entered into a sponsorship agreement with Reynoldsburg City School District (Sponsor)
whereby the Sponsor shall receive compensation for services provided to School. As part of this agreement,
the School shall compensate the Sponsor two percent (2%) of the per-pupil allocation (foundation) paid to
the School by the State of Ohio. For this fee, the Sponsor shall provide the School with fiscal oversight and
administrative support related to the following:

e Monitor the School’s compliance with all laws applicable to the School and with the terms of the
contract;

e Monitor and evaluate the academic and fiscal performance and the organization and operation of
the School at least once during the contract term;

o Report, by November 30, the results of evaluation conducted under the sponsorship agreement to
the Ohio Department of Education and to the parents of students enrolled in the School,;

e Provide technical assistance to the School in complying with laws applicable to the terms of the
contract;

e Take steps to intervene in the School’s operation, to the extent reasonable and within available
resources, to correct problems in the School’s overall performance, declare the School to be on
probationary status pursuant to section 3314.073 of the Revised Code, suspend the operation of the
School pursuant to section 3314.072 of the Revised Code, or terminate the contract of the School
pursuant to section 3314.07 of the Revised Code as determined necessary; and

e Have in place a plan of action to be undertaken in the event the School experiences financial
difficulties or closes prior to the end of the school year.

During the fiscal year, the School paid the Sponsor of $17,278 under this agreement. The School also paid
the Sponsor $270,399 for personnel, $6,065 for fiscal services, and $1,118 in miscellaneous
reimbursements.

The School also paid Virtual Community School of Ohio $37,552 in exchange for fiscal services provided
during the fiscal year.
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EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 7 - LEASE AGREEMENT/RELATED PARTY

On August 23, 2010, the School entered into a one-year agreement with the Sponsor for the lease of office
space and classrooms at the Graham Road Elementary School. The annual lease payments were $50,000.
On June 21, 2011, the agreement was extended for a series of annual terms commencing August 1, 2011,
with no specified end date and no change in the annual rent. Then, on July 21, 2011, an addendum to the
lease agreement was approved which reduced the annual rent to $25,000. The School did not pay the
Sponsor for use of the space during fiscal year 2014.

On May 15, 2012, the School entered into a two year agreement to lease office space and classrooms starting
August 1, 2012 and ending on July 31, 2014. The agreement allows the School to use space at Graham
Road Elementary School (1555 Graham Road), Livingston Campus (6699 East Livingston Avenue) and
the Summit Campus (8579 Summit Road). In exchange for payment, the School will provide Sponsor
students with services free of charge.

NOTE 8 - RISK MANAGEMENT

A. Property and Liability

The School 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. The School maintains insurance coverage
for rental/theft, general liability, contents liability. The general liability coverage is in the amount of

$2,000,000 aggregate.

The School has coverage for employee dishonesty, forgery and alternation coverage and computer
equipment in the amount of $10,000 for each, per occurrence.

Settled claims did not exceed these commercial coverage’s during the past three fiscal years. There was no
significant reduction in amounts of insurance coverage during the fiscal year.

The School does not own real estate, but rents facilities located at 1555 Graham Road, 6699 East Livingston
Avenue, and 8579 Summit Road, Reynoldsburg, Ohio 43068.
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EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 9 - CONTINGENCIES
A. Grants

The School received financial assistance from federal and state agencies in the form of grants. The
expenditure of funds received under these programs generally requires compliance with terms and
conditions specified in the grant agreements and is subject to audit by the grantor agencies. Any disallowed
claims resulting from such audits could become a liability of the General Fund or other applicable funds.
However, the effect of any such disallowed claims on the overall financial position of the School at June
30, 2014, if applicable, cannot be determined at this time. However, in the opinion of the School, any such
disallowed claims will not have a material adverse effect on the financial position of the School at fiscal
year-end.

B. State Foundation Funding

The Ohio Department of Education (ODE) conducts reviews of enrollment data and full-time equivalency
(FTE) calculations made by the Schools. These reviews are conducted to ensure the Schools are reporting
accurate student enrollment data to the State, upon which State Foundation funding is calculated. At the
time this report was issued, a fiscal year 2014 review had not been completed; however, the School does
not expect the results of any review to have a significant impact on the School’s financial statements.

C. Litigation

The School is not a party to legal proceedings that, in the opinion of management, would have a material
adverse effect on the financial statements.

NOTE 10 - PURCHASED SERVICES

During the fiscal year, purchased services expenses were as follows:

Instruction Services $ 307,951
Rentals 210
Management Services 6,065
Data Processing 12,193
Professional and Technical Services 10,734
Repairs and Maintenance 2,498
Other 3,306
Total $ 342,957
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EVEREST HIGH SCHOOL
(A Component Unit of Reynoldsburg City School District)
Franklin County

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2014

NOTE 11 - COMPLIANCE

Ohio Administrative Code, Section 117-2-03 (B), requires the School to prepare its annual financial report
in accordance with generally accepted accounting principles. However, the School prepared its financial
statements on the modified cash basis, which is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America. The accompanying financial statements omit
assets, liabilities, net assets/fund balances, and disclosures that, while material, cannot be determined at this
time. The School can be fined and various other administrative remedies may be taken against the School.

NOTE 12 — CHANGE IN ACCOUNTING PRINCIPLE
For fiscal year 2014, the School has implemented the following:

GASB Statement No. 65 ““Items Previously Reported as Assets and Liabilities™ clarifies the appropriate use
of the financial statement elements deferred outflows of resources and deferred inflows of resources. The
implementation of this statement requires the School to expense all debt issuance costs, rather than defer
and amortize them over the life of the applicable debt issue. The implementation of this statement did not
have an effect on the financial statements of the School.

GASB Statement No. 66 ““Technical Corrections — 2012 - an Amendment of GASB Statements No. 10 and
No. 62" resolves conflicting guidance that results from the issuance of GASB Statements No. 54 and No.
62. This Statement also amends GASB Statement No. 10 by removing the provision that limits fund-based
reporting of an entity’s risk financing activities to the general fund and the internal service fund type. This
Statement also amends GASB Statement No. 62 to clarify how to apply GASB Statement No. 13 and results
in guidance that is consistent with GASB Statement No. 48. The implementation of this statement did not
have an effect on the financial statements of the School.

GASB Statement No. 70 “Accounting and Financial Reporting for Nonexchange Financial Guarantees”
enhances comparability of financial statements by requiring consistent reporting by those governmental
entities that extend nonexchange financial guarantees and by those governmental entities that receive
nonexchange financial guarantees. The implementation of this statement did not have an effect on the
financial statements of the School.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

Everest High School
Franklin County

1555 Graham Road
Reynoldsburg, Ohio 43068

To the Board of Directors:

We have audited, in accordance with auditing standards generally accepted in the United States and the
Comptroller General of the United States’ Government Auditing Standards, the financial statements of
Everest High School, Franklin County, (the School), a component unit of the Reynoldsburg City School
District, as of and for the year ended June 30, 2014 and the related notes to the financial statements,
which collectively comprise the School’s basic financial statements, wherein we noted the School reports
on the modified cash basis of accounting, which is a comprehensive accounting basis other than
generally accepted accounting principles, and have issued our report thereon dated September 12, 2014.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the School's internal control over financial
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the
extent necessary to support our opinion on the financial statements, but not to the extent necessary to
opine on the effectiveness of the School’s internal control. Accordingly, we have not opined on it.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, when performing their assigned functions, to prevent, or detect and timely
correct misstatements. A material weakness is a deficiency, or combination of internal control
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely
correct a material misstatement of the School's financial statements. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

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

Compliance and Other Matters

As part of reasonably assuring whether the School’'s financial statements are free of material
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could directly and materially affect the determination of financial
statement amounts. However, opining on compliance with those provisions was not an objective of our
audit and accordingly, we do not express an opinion. The results of our tests disclosed an instance of
noncompliance or other matters we must report under Government Auditing Standards which is described
in the accompanying schedule of findings as item 2014-001.
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Independent Auditor’'s Report on Internal Control

Over Financial Reporting and on Compliance and

Other Matters Required by Government Auditing Standards
Page 2

School’s Response to Findings

The School’s response to the finding identified in our audit is described in the accompanying schedule of
findings. We did not audit the School’s response and, accordingly, we express no opinion on it.

Purpose of this Report
This report only describes the scope of our internal control and compliance testing and our testing results,
and does not opine on the effectiveness of the School’s internal control or on compliance. This report is

an integral part of an audit performed under Government Auditing Standards in considering the School’s
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

}@«%[’ Wbl Cichode LLc

Kennedy Cottrell Richards LLC
September 12, 2014
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EVEREST HIGH SCHOOL
FRANKLIN COUNTY

SCHEDULE OF FINDINGS
JUNE 30, 2014

FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

2014-01 NONCOMPLIANCE: BASIS OF ACCOUNTING

Ohio Administrative Code Section 117-2-03 (B) states “All counties, cities and school districts, including
educational service centers and community schools, shall file annual financial reports which are prepared
using generally accepted accounting principles.”

The School prepared its financial statements on a modified cash basis, which is a comprehensive basis of
accounting other than accounting principles generally accepted in the United States of America. To be in
compliance with the Ohio Administrative Code, the School should use generally accepted accounting
principles in future annual financial reports; otherwise, the School can be fined and various other
administrative remedies may be taken against the School.

Officials Response

The cost of preparation of GAAP financial statements significantly exceeds the cost of preparation of non-
GAAP financial statements. In the judgment of the School, the application of GAAP, which exists
principally as a guide to entities other than local governments, does not produce financial statements that
are materially more accurate than non-GAAP financial statements. In light of the higher costs, absence a
material benefit, and financial constraints, the School has chosen to prepare non-GAAP financial
statements.
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