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Rea sassociates

January 27, 2016

To the Board of Directors
Cincinnati State STEM Academy
Hamilton County, Ohio

3520 Central Parkway
Cincinnati, OH 45223

Independent Auditor's Report
Report on the Financial Statements

We have audited the accompanying financial statements of the Cincinnati State STEM Academy,
Hamilton County, Ohio, (the “Academy”) as of and for the year ended June 30, 2015, and the related
notes to the financial statements, which collectively comprise the Academy’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

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

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

CPAs and business consultants
www.reacpa.com



Cincinnati State STEM Academy
Independent Auditor’s Report
Page 2 of 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Cincinnati State STEM Academy, Hamilton County, Ohio as of June 30, 2015,
and the changes in financial position and the cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of a Matter

As described in Note 2, the Academy restated the net position balance to account for the implementation
of Governmental Accounting Standard Board (GASB) Statement No. 68, “Accounting and Financial
Reporting for Pensions — An Amendment of GASB Statement No. 277, and GASB Statement No. 71,
“Pension Transition for Contributions Made Subsequent to the Measurement Date — An Amendment of
GASB Statement No. 68.” Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis and the Schedule of the Academy's Proportionate Share of the Net Pension
Liability, and Schedule of the Academy’s Contributions on pages 3-9, 31, and 32, respectively, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 27,
2016 on our consideration of the Academy’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Academy’s internal control over

financial reporting and compliance.
e Yhurcieti) S .

Dublin, Ohio



Cincinnati State STEM Academy
Hamilton County, Ohio

Management’s Discussion and Analysis
For the Fiscal Y ear Ended June 30, 2015
(Unaudited)

The intent of this discussion and analysis is to look at the Cincinnati State STEM Academy’s (the
Academy) financia performance as awhole; readers should al so review the basic financial statements and
notes to the basic financial statements to enhance their understanding of the Academy’s financia
performance. The Management’s Discussion and Analysis (the MD&A) is an element of the reporting
model adopted by the Governmental Accounting Standards Board (GASB) in their Statement No. 34
Basic Financial Statements — and Management’'s Discussion and Analysis — for State and Local
Governments. Certain comparative information between the current fiscal year and the prior fiscal year is
required to be presented in the MD&A.

FINANCIAL HIGHLIGHTS

Key Financial Highlightsfor the Academy are as follows:

Total assets were $35,206.

Total liabilities were $1,433,044.

Total net position was ($1,551,744).

Total operating and non-operating revenues were $1,250,770 in 2015 compared to $1,198,001 in
2014. Total operating expenses were $1,260,085 in 2015 compared to $1,212,103 in 2014.

USING THISANNUAL REPORT

This report consists of three parts: the required supplementary information, the basic financial statements,
and notes to those statements. The basic financia statements include a Statement of Net Position, a
Statement of Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. The
Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position reflect how
the Academy did financialy during fiscal year 2015. These statements include all assets, deferred
outflows of resources, liabilities and deferred inflow of resources using the accrual basis of accounting
similar to the accounting used by most private-sector companies. This basis of accounting includes all of
the current year revenues and expenses regardless of when cash is received or paid. These statements
report the Academy’s net position and changes in the net position. This change in net position is
important because it tells the reader whether the financial position of the Academy has improved or
diminished. The causes of this change may be the result of many factors, some financial, some not.
Nonfinancia factors include the Academy’s student enrollment, per-pupil funding as determined by the
State of Ohio, change in technology, required educational programs and other factors. The Academy uses
enterprise presentation for all of its activities.

During fiscal year 2015, the Academy implemented GASB Statement No. 68, Accounting and
Financial Reporting for Pensions, and GASB Statement No. 71, Pension Transition for Contributions
Made Subsequent to the Measurement Date. Please see adoption of new accounting pronouncements in
Note 2 to the financia statements for further details.



Cincinnati State STEM Academy
Hamilton County, Ohio

Management’s Discussion and Analysis
For the Fiscal Y ear Ended June 30, 2015
(Unaudited)

Statement of Net Position

The Statement of Net Position answers the question of how the Academy did financially during the fiscal
year. This statement includes all assets, deferred outflows of resources, liabilities, and deferred inflows of
resources, both financia and capital, and short-term and long-term using the accrual basis of accounting
and economic resource measurement 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 cashisreceived or paid.

Table 1 provides a summary of the Academy’s net position for fiscal year 2015 compared to fiscal year
2014.

Table 1 - Statement of Net Position Restated
2015 2014 Change
ASSETS:
Cash $0 $70,140 ($70,140)
Intergovernmental Receivable 35,206 40,948 (5,742)
TOTAL ASSETS 35,206 111,088 (75,882)
Deferred Outflows of Resources 84,651 83,202 1,449
LIABILITIES:
Accrued Salaries and Fringe Benefits 43,385 67,177 (23,792)
Accounts Payable 15,699 38,705 (23,006)
Net Pension Liability 1,373,960 1,630,838 (256,878)
TOTAL LIABILITIES 1,433,044 1,736,720 (303,676)
Deferred Inflows of Resources
238,557 0 238,557
NET POSITION:
Unrestricted (1,551,744) (1,542,429) (9,315)
TOTAL NET POSITION ($1,551,744) ($1,542,429) ($9,315)

Over time, net position can serve as a useful indicator of a government’s financial position. At June 30,
2015, the Academy’s net position totaled $(1,551,744). Current assets consist of cash and
intergovernmental receivables. Cash decreased significantly due to certain one-time expenditures in
FY 15 and timing of receipt of state and federa grants. Intergovernmental receivables decreased due to the
timing of when cash was received for services provided in fiscd year 2015. Current liabilities consist of
saaries and fringe benefits payable, accounts payable at fiscal year-end. Salaries and Fringe Benefits
payable decreased due to reduced accrual of teacher salaries at year-end. Accounts payable decreased
year over year due to the timing of when invoices for fiscal year 2015 were paid compared to 2014.
Management is monitoring the significant decrease in net position, exclusive of GASB 68 adjustments.
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Cincinnati State STEM Academy
Hamilton County, Ohio

Management’s Discussion and Analysis
For the Fiscal Y ear Ended June 30, 2015
(Unaudited)

During 2015, the Academy adopted GASB Statement 68, “Accounting and Financia Reporting for
Pensions—an Amendment of GASB Statement 27,” which significantly revises accounting for pension
costs and liabilities. For reasons discussed below, many end users of this financial statement will gain a
clearer understanding of the Academy’s actual financial condition by adding deferred inflows related to
pension and the net pension liability to the reported net position and subtracting deferred outflows related
to pension.

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

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

1. Present value of estimated future pension benefits attributable to active and inactive employees
past service;
2 Minus plan assets avail able to pay these benefits

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



Cincinnati State STEM Academy
Hamilton County, Ohio

Management’s Discussion and Analysis
For the Fiscal Y ear Ended June 30, 2015
(Unaudited)

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

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

As a result of implementing GASB 68, the Academy is reporting a net pension liability and deferred
inflows/outflows of resources related to pension on the accrual basis of accounting. This implementation
also had the effect of restating net position at June 30, 2014, from $5,207 to ($1,542,429).



Cincinnati State STEM Academy
Hamilton County, Ohio

Management’s Discussion and Analysis
For the Fisca Y ear Ended June 30, 2015

Changein Net Position

(Unaudited)

Table 2 shows the changes in net position for fiscal year 2015 compared to fiscal year 2014 as well as a

listing of revenues and expenses.

Table2 —Changein Net Position

OPERATING REVENUES:
State Foundation Payments
Other Revenues

NONOPERATING REVENUES AND
EXPENSES

Federal and State Grants

Total Revenues

OPERATING EXPENSES:
Salaries & Wages
Fringe Benefits
Purchased Services
Material, Supplies, Textbooks
Other

Total operating expenses

CHANGE IN NET POSITION

2015 2014 Change
$972,072 $957,153 $14,919
32,261 7,523 24,738
246,437 233,325 13,112
1,250,770 1,198,001 52,769
587,519 592,515 (4,996)
237,055 253,512 (16,457)
168,347 167,943 404
87,060 96,373 (9,313)
180,104 101,760 78,344
1,260,085 1,212,103 47,982
($9,315) ($14,102) $4,787




Cincinnati State STEM Academy
Hamilton County, Ohio

Management’s Discussion and Analysis
For the Fiscal Y ear Ended June 30, 2015
(Unaudited)

The information necessary to restate the 2014 beginning balances and the 2014 pension expense amounts
for the effects of the initial implantation of GASB 68 is not available. Therefore, 2014 functional
expenses still include pension expense of $83,202 computed under GASB 27. GASB 27 required
recognizing pension expense equal to the contractualy required contributions to the plan. Under GASB
68, pension expense represents additional amounts earned, adjusted by deferred inflows and deferred
outflows. The contractually required contribution is no longer a component of pension expense. Under
GASB 68, the 2015 statements report pension expense of $51,750. Consequently, in order to compare
2015 total program expenses to 2014, the following adjustments are needed:

Total 2015 program expenses under GASB 68 $ 1,260,085
Pension expense under GASB 68 (51,750)
2015 contractually required contribution 71,549

Adjusted 2015 program expenses 1,279,884

Total 2014 program expenses under GASB 27 1,212,103

Increase in program expenses not related to pension $ 67,781

The Academy’ s operating revenues increased slightly from 2014 to 2015 as a net result of reduced FTES
and offset higher State per pupil funding. Other revenues increased due to outside donations and one-
time vendor credits. Non-operating revenues increased due to additional state & federal grant funds
available. The Academy received the additional revenue through reimbursements for operating expenses,
which targeted program outcomes. Salaries and wages decreased dightly due to reduced teaching and
clerical expenses. Purchased Services stayed consistent and the Ohio Department of Education
sponsorship fee was reclassified as Other.

BUDGETING HIGHLIGHTS

Unlike other public Academies located in the State of Ohio, community Academies are not required to
follow budgetary provisions set forth in Ohio Rev. Code Chapter 5705 (with the exception section
5705.391 — Five Y ear Forecasts), unless specifically provided in the Academy’s contract with its Sponsor.
The contract between the Academy and its Sponsor does prescribe a budgetary process. The Academy
must prepare and submit a detail budget for every fiscal year to the Board of Directors and its Sponsor.
The five-year forecast is also submitted to the Ohio Department of Education, annualy with an annual
update.



Cincinnati State STEM Academy
Hamilton County, Ohio

Management’s Discussion and Analysis
For the Fiscal Y ear Ended June 30, 2015
(Unaudited)

SHORT-TERM DEBT

At fiscal yearend, there was no outstanding balance. For more information about the Academy’s short
term borrowing, see Note 5 of the Basic Financial Statements.

CURRENT FINANCIAL ISSUES

The Academy is a state chartered high school and is funded through the State of Ohio Foundation
Program. The Academy relies on this, as well as State and Federal grants, as its primary source of
revenue.

CONTACTING THE ACADEMY'SFINANCIAL MANAGEMENT

Thisfinancial report is designed to provide our citizen's, taxpayers, investors and creditors with a general
overview of the Academy’s finances and to demonstrate accountability for the money it receives. If you
have questions about this report or need additiona information, contact Michael Geoghegan, Treasurer,
3520 Central Parkway, Cincinnati, OH, 45223, email: michael .geoghegan@cincinnatistate.edu.
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Cincinnati State STEM Academy
Hamilton County, Ohio

Statement of Net Position
June 30, 2015

ASSETS:
Cash $0
Intergovernmental Receivable 35,206
Total Assets 35,206

Deferred Outflows of Resources

Pension 84,651
Total Deferred Outflows of Resources 84,651
LIABILITIES
Current Liabilities:

Accrued Salaries and Fringe Benefits 43,385

Accounts Payable 15,699

Total Current Liabilities 59,084

Non-Current Liabilities:

Net Pension Liability 1,373,960
Total Non-Current Liabilities 1,373,960
Total Liabilities 1,433,044
Deferred Inflows of Resources
Pension 238,557
Total Deferred Inflows of Resources 238,557
NET POSITION:
Unrestricted (1,551,744)
Total Net Position ($1,551,744)

See accompanying notes to the basic financial statements
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Cincinnati State STEM Academy
Hamilton County, Ohio

Statement of Revenues, Expenses, and Changes in Net Position
For the Fiscal Year Ended June 30, 2015

Operating Revenues:

State Foundation & Casino Payments $972,072
Other Revenues 32,261
Total Operating Revenues 1,004,333

Operating Expenses:

Salaries & Wages 587,519
Fringe Benefits 237,055
Purchased Services 168,347
Material, Supplies, Textbooks 87,060
Other 180,104
Total Operating Expenses 1,260,085
Operating Gain(Loss) (255,752)

Non-Operating Revenues:

Federal & State Grants 246,437
Total Non-Operating Revenues 246,437
Change in Net Position (9,315)
Net Position- Beginning of year, restated (See note 2) (1,542,429)
Net Position - End of year ($1,551,744)

See accompanying notes to the basic financial statements
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Cincinnati State STEM Academy
Hamilton County, Ohio

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2015

Cash Flows from Operating Activities:
Cash received from State of Ohio
Cash received from other revenues
Cash paid on behalf of the Academy for goods and services

Net cash provided by (used for) operating activities

Cash Flow from Non-Capital Financing Activities:
Federal & State Grants Received
Net cash provided by noncapital financing activities

Net Change in Cash
Cash - Beginning of year

Cash - End of year

Reconciliation of Operating Loss to Net Cash Used for Operating Activities:
Operating Activities:
Operating Loss

Change in Accrued Salaries and Benefits, Accounts
Payable Net Pension Liability, Deferred Inflows and
Deferred Outflows:

Accrued Salaries and Fringe Benefits

Accounts Payable
Net Pension Liability
Deferred Inflows

Deferred Outflows

Net Cash Used for Operating Activities:

See accompanying notes to the basic financial statements
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$952,302
32,261

(1,306,883)

(322,320)

252,179

252,179

(70,141)

70,141

$0

($255,752)

(23,792)
(23,006)
(256,878)
238,557
(1,449)

($322,320)



Cincinnati State STEM Academy
Hamilton County, Ohio

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2015

Note 1 — Description of the Academy and Reporting Entity

Cincinnati State STEM Academy (the Academy), is a nonprofit corporation established pursuant to Ohio
Revised Code Chapters 3314 and 1702 to address the needs of Academy students in grades 9 through 12.
The Academy, which is part of the State’s education program, is independent of any school district and is
non-sectarian in its programs, admission policies, employment practices, and all other operations. The
Academy may sue and be sued, acquire facilities as needed, and contract for any services necessary for the
operation of the Academy.

The Academy contracts with Southwest Ohio Computer Association (SWOCA) for fiscal accounting
support services. SWOCA is a jointly-governed organization.

On September 1, 2012, the Academy entered into a five-year contract with Ohio Department of
Education’s Office of School Sponsorship (the Sponsor) to be the Academy’s sponsor. The contract
expiration date is June 30, 2017. The contract is renewed subject to the Sponsor’s determination that the
Governing Authority of the Academy has satisfactorily complied with the applicable laws and sponsorship
contract and that the Academy’s progress in meeting the academic goals stated in the sponsorship contract
is satisfactory.

The Academy operates under the direction of a six member Board of Directors (the Board). The Board is
responsible for carrying out the provisions of the Sponsor 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 Academy’s
instructional/support facility staffed by eight (8) certificated full-time teaching personnel, four (4)
certificated administrative personnel and two (2) non-certificated personnel who provided services to 145
students during the fiscal year.

Note 2 — Summary of Significant Accounting Policies

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

A. Basis of Presentation

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, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges or where it has been decided that periodic determination of revenues earned,
expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management
control, accountability or other purposes.

B. 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.

13



Cincinnati State STEM Academy
Hamilton County, Ohio

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2015

Note 2 — Summary of Significant Accounting Policies (Continued)

With this measurement focus, all assets and deferred outflows of resources and all liabilities and deferred
inflows of resources are included on the Statement of Net Position. The difference between assets and
deferred outflows of resources and liabilities and deferred inflows of resources is defined as net position.
The Statement of Revenues, Expenses and Changes in Net Position presents increases (i.e., revenues) and
decreases (i.e., expenses) in net position. The Statement of Cash Flows provides information about how
the Academy finances and meets the cash flow needs of its enterprise activities.

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in
the financial statements. Basis of accounting relates to the timing of the measurements made.

The accrual basis of accounting is utilized for reporting purposes. Revenues are recognized when they are
carned and expenses are recognized when they are incurred. Revenue resulting from exchange
transactions, in which each party gives and receives essentially equal value, is recorded on the accrual
basis when the exchange takes place. Non-exchange transactions, in which the Academy receives value
without directly giving equal value in return, include grants, entitlements, and donations. Revenue from
grants, entitlements, and donations is recognized in the fiscal year in which all eligibility requirements
have been satisfied. 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 Academy must provide local resources to be used for a specified purpose, and expenditure
requirements, in which the resources are provided to the Academy on a reimbursement basis. Expenses
are recognized at the time they are incurred.

C. Budgetary Process

Unlike other public schools located in the State of Ohio, community schools are not required to follow
budgetary provisions set forth in Ohio Rev. Code Section 5705, unless specifically provided in the
Academy’s contract with its Sponsor. The contract between the Academy and its Sponsor does prescribe
an annual budget requirement in addition to preparing a five-year forecast which is to be updated on an
annual basis.

D. Cash and Cash Equivalents
All monies received by the Academy are maintained in a demand deposit account. For internal accounting
purposes, the Academy segregates its cash into separate funds.

E. Intergovernmental Revenues

The Academy currently participates in the State Foundation Program which is reflected on the Statement
of Revenues, Expenses, and Change 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 Academy receives value without directly giving equal in return,

include grants, entitlements and contributions. Grants, entitlements and contributions are recognized as
non-operating revenues in the accounting period in which the eligibility requirements have been met.

14



Cincinnati State STEM Academy
Hamilton County, Ohio

Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2015

Note 2 — Summary of Significant Accounting Policies (Continued)

F. Operating and Non-Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly by the Academy’s primary mission. For
the Academy, operating revenues include revenues paid through the State Foundation Program and Other
Unrestricted Grants distributed from the State’s proceeds of the tax on gross casino revenue. Operating
expenses are necessary costs incurred to support the Academy’s primary mission, including salaries,
benefits, purchased services, materials and supplies, depreciation and other.

Non-operating revenues and expenses are those that are not generated directly by the Academy’s primary
mission. Various federal and state grants, interest earnings and expense, if any, and contributions
comprise the non-operating revenues and expenses of the Academy. Interest and fiscal charges on
outstanding obligations, as well as gains or loss on capital asset disposals, if any, comprise the non-
operating expenses.

G. Accrued Liabilities

The Academy has recognized certain current liabilities on its Statement of Net Position relating to
expenses, which are due but unpaid as of fiscal year-end, including: (1) Wages Payable — salary payments
made after year-end to instructional, administrative and support staff for services rendered prior to the end
of June, but whose payroll continues into the summer months based on the fiscal year 2015 contract. (2)
Fringe Benefits - benefits associated with services rendered during fiscal year 2015 that were paid in the
subsequent fiscal year. (3) Accounts Payable — invoice(s) for goods and services received as of fiscal year-
end, which have not been paid.

H. Pensions

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

I. Deferred Outflows/Inflows of Resources

In addition to assets, the statements of the financial position will sometimes report a separate section for
deferred outflows of resources. Deferred outflows of resources represent a consumption of net position that
applies to a future period and will not be recognized as an outflow of resources (expense) until then. For
the Academy, deferred outflows of resources are reported on the statement of net position for pension. The
deferred outflows of resources related to pension are explained in note 7.

In addition to liabilities, the statements of financial position report a separate section for deferred inflows
of resources. Deferred inflows of resources represent an acquisition of net position that applied to a future
period and will not be recognized until that time. For the Academy, deferred inflows of resources include
pension. These amounts are deferred and recognized as an inflow of resources in the period the amounts
become available. Deferred inflows of resources related to pension are reported on the statement of net
position. (See note 7)
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Note 2 — Summary of Significant Accounting Policies (Continued)

J. Net Position

Net position represents the difference between assets and deferred outflows of resources and liabilities and
deferred inflows of resources. Net Investment in Capital Assets, consists of capital assets, net of
accumulated depreciation, less any outstanding capital related debt. Net position is reported as restricted
when there are limitations imposed on their use through external restrictions imposed by creditors, grantors
or laws or regulations of other governments. The Academy applies restricted resources first when an
expense is incurred for purposes for which both restricted and unrestricted net resources are available. All
net position balances reported for the fiscal year end 2015 represent an unrestricted deficit.

K. Economic Dependency

The Academy receives nearly 100% of its operating revenue from the Ohio Department of Education. Due
to the significance of this revenue source, the Academy is considered to be economically dependent on the
State of Ohio Department of Education.

L. Change in Accounting Principles and Restatement of Net Position

For fiscal year 2015, the Academy implemented the Governmental Accounting Standards Board (GASB)
Statement No. 68, “Accounting and Financial Reporting for Pensions” and GASB Statement No. 71,
“Pension Transition for Contributions Made Subsequent to the Measurement Date—an amendment of
GASB Statement No. 68.” GASB 68 established standards for measuring and recognizing pension
liabilities, deferred outflows of resources deferred inflows of resources and expense/expenditure. GASB
Statement No. 71 amends paragraph 137 of GASB Statement No. 68 to require that, at transition, a
government recognize a beginning deferred outflow of resources for its pension contributions, if any, made
subsequent to the measurement date of the beginning net pension liability. The provisions of this Statement
are required to be applied simultaneously with the provisions of Statement 68. See below for the effect on
net position as previously reported. The implementation of these pronouncements had the following effect
on net position as reported June 30, 2014:

Net position June 30, 2014 $5,207
Adjustments:
Net Pension Liability (1,630,838)
Deferred Outflow - Payments Subsequent to Measurement Date 83,202
Restated Net Position June 30, 2014 ($1,542,429)

Other than employer contributions subsequent to the measurement date, the Academy made no restatement
for deferred inflows/outflows of resources as the information needed to generate these restatements was
not available.
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Note 3 — Deposits and Investments

Custodial credit risk is the risk that in the event of bank failure, the Academy will not be able to recover
the deposits. All deposits are collateralized with eligible securities in amounts equal to at least 105% of the
carrying value of deposits. Such collateral, as permitted by the Ohio Revised Code, is held in single
financial institution collateral pools at the Federal Reserve Banks or at member banks of the federal
reserve system, in the name of the respective depository 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
Academy.

At June 30, 2015, the carrying amount of the Academy’s deposits was $0 and the bank balance was
$30,092. The entire bank balance was covered by federal deposit insurance.

Note 4 — Intergovernmental Receivable

The Academy’s receivable balance represents expected future reimbursements from Federal and State
agencies for grant expenditures incurred during fiscal year