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Rea s associates

November 17, 2016

To the Board of Directors

Accelerated Achievement Academy of Cincinnati
Hamilton County, Ohio

415 W. Court Street

Cincinnati, OH 45203

Independent Auditor's Report
Report on the Financial Statements

We have audited the accompanying financial statements of the Accelerated Achievement Academy of
Cincinnati, Hamilton County, Ohio, (the “School”) as of and for the year ended June 30, 2016, and the
related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America. This
responsibility includes the 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 that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our adverse audit opinion.

CPAs and business consultants
www.reacpa.com



Accelerated Achievement Academy
Independent Auditor’s Report
Page 2 of 2

Basis for Adverse Opinion

As described in Note 2 of the financial statements, the School prepared these financial statements using
the accounting basis Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-
03(D) permit. However, Ohio Administrative Code Section 117-2-03(B) requires these statements to
follow accounting principles generally accepted in the United States of America. The effects on the
financial statements of the variances between the regulatory basis of accounting described in Note 2 and
accounting principles generally accepted in the United States of America, although not reasonably
determinable, are presumably material.

Adverse Opinion

In our opinion, because of the matter described in the Basis for Adverse Opinion paragraph, the financial
statements do not present fairly the financial position, results of operations, and cash flows, of the
Accelerated Achievement Academy of Cincinnati as of and for year ended June 30, 2016 in accordance
with accounting principles generally accepted in the United States of America.

Emphasis of a Matter

As described in Note 10, the School Board ceased operations on June 30, 2016. Our opinion is not
modified with respect to this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 17,
2016 on our consideration of the School’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 School’s internal control over

financial reporting and compliance.
[
ZM/ loapcraten S .

Dublin, Ohio
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ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI

HAMILTON COUNTY, OHIO

Statement of Cash Receipts,

Cash Disbursements, and Changes in Fund Cash Balance

For the Year Ending June 30, 2016

Operating Cash Receipts
State Aid
Other Revenue

Total Operating Cash Receipts

Operating Cash Disbursements
Purchased Services: Edison Learning
Legal Fees

Sponsor Fees

Accounting Fees

Miscellaneous

Total Operating Cash Disbursements

Excess of Cash Disbursements over Cash Receipts

Non-Operating Cash Receipts
Federal Grants

Management Company Contributions
Total Non-Operating Revenues

Net Change in Fund Cash Balances

Fund Cash Balance, Beginning of Year — Restated
See note 11

Fund Cash Balance, End of Year

See accompanying notes to the basic financial statements

$

534,223
2,491

536,714

1,014,321
36,000
16,983
39,522

7,795

1,114,621

(577,907)

104,422
521,711

626,133

48,226

12,083

$ 60,309




ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

1. DESCRIPTION OF THE ENTITY

Accelerated Achievement Academy of Cincinnati, (the School) is a nonprofit corporation
established pursuant to Ohio Revised Code Chapters 3314 and 1702. The School's mission is to
provide an orderly and supportive environment whereby students experience preparations for
college, career and life. The School operates on a foundation, which fosters character building for
all students, parents and staff members. The School, which is part of the State’s education
program, is independent of any school district and is nonsectarian in its programs, admission
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 was approved for operation under a contract with the Richland Academy of the Arts
(“RAA”) (the Sponsor) for a one-year renewal period commencing on July 1, 2015. 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 operates under the direction of a 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 populations, curriculum, academic goals,
performance standards, admissions standards, and qualifications of teachers. The Board
controls the School’s instructional and administrative staff. On May 10, 2016, the Board
approved to close the School, effective June 30, 2016.

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

Although required by Ohio Administrative Code 117-2-03(B) to prepare its financial report in
accordance with accounting principles generally accepted in the United States of America, the
School has chosen to prepare its financial statements on a basis of accounting not in
accordance with generally accepted accounting principles. The basis of accounting is similar
to the cash receipts and cash disbursements basis of accounting. Receipts are recognized
when received rather than when they are earned, and disbursements are recognized when
paid rather than when the liability is incurred.

B. 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 Revised Code Chapter 5705 (with the
exception of section 5705.391 — Five Year Forecasts), unless specifically provided for in the
School’s sponsorship agreement. The contract between the School and its Sponsor requires
a detailed budget for each year of the contract.

C. Cash

Gains or losses at the time of sale are recorded as receipts or disbursements, respectively.
Investments are reported as assets. Accordingly, purchases of investments are not recorded
as disbursements and sales of investments are not recorded as receipts. Gains or losses at
the time of sale are recorded as receipts or disbursements, respectively
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ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Property, Plant and Equipment

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

Pension

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

Implementation of New Accounting Policies

For the fiscal year ended June 30, 2016, the School has (to the extent it applies to the cash
basis of accounting) implemented Governmental Accounting Standards Board (GASB)
Statement No. 72, Fair Value Measurement and Application, GASB Statement No. 73,
Accounting and Financial Reporting for Pensions and Related Assets That Are Not within the
Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB Statements
67 and 68, GASB Statement No. 76, The Hierarchy of Generally Accepted Accounting
Principles for State and Local Governments and GASB Statement No. 79, Certain External
Investment Pools and Pool Participants.

GASB Statement No. 72 clarifies the definition of fair value for financial reporting purposes,
establishes general principles for measuring fair value, provides additional fair value
application guidance, and enhances disclosures about fair value measurements. The
implementation of GASB Statement No. 72 did not have an effect on the financial statements
of the School.

GASB Statement No. 73 establishes requirements for defined benefit pensions that are not
within the scope of GASB Statement No. 68 as well as for the assets accumulated for
purposes of providing those pensions. In addition, it establishes requirements for defined
contribution pensions that are not within the Scope of Statement 68. It also clarifies the
application of certain provisions of GASB Statements 67 and 68. The implementation of
GASB Statement No. 73 did not have an effect on the financial statements of the School.

GASB Statement no. 76 reduces the GAAP hierarchy to two categories of authoritative GAAP
and address the use of authoritative and nonauthoritative literature in the event that the
accounting treatment for a transaction or other event is not specified within a source of
authoritative GAAP. The implementation of GASB Statement No. 76 did not have an effect
on the financial statements of the School.

GASB Statement No. 79 addresses accounting and financial reporting for certain external
investment pools and pool participants. Specifically, it establishes criteria for and external
investment pool to qualify for making the election to measure all of its investments at
amortized cost for financial reporting purposes. The implementation of GASB Statement No.
79 did not have an effect on the financial statements of the School.



ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

3. CASH

Nonparticipating investment contracts such as repurchase agreements and nonnegotiable
certificates of deposit are reported at cost.

State statutes classify monies held by the School into three categories.

Active deposits are public deposits necessary to meet current demands on the treasury. Such
monies must be maintained either as cash in the School treasury, in commercial accounts
payable or withdrawable on demand, including negotiable order of withdrawal (NOW) accounts,
or in money market deposit accounts.

Inactive deposits are public deposits that the Board of Directors has identified as not required for
use within the current two year period of designation of depositories. Inactive deposits must either
be evidenced by certificates of deposit maturing not later than the end of the current period of
designation of depositories, or by savings or deposit accounts including, but not limited to,
passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies which are not
needed for immediate use but which will be needed before the end of the current period of
designation of depositories. Interim deposits must be evidenced by time certificates of deposit
maturing not more than one year from the date of deposit or by savings or deposit accounts.

Protection of School's deposits is provided by the Federal Deposit Insurance Corporation (FDIC),
by eligible securities pledged by the financial institution as security for repayment, by surety
company bonds deposited with the Treasurer by the financial institution or by a single collateral
pool established by the financial institution to secure the repayment of all public monies deposited
with the institution.

Interim monies to be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the
United States Treasury or any other obligation guaranteed as to principal and interest by the
United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the Federal National Mortgage
Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage
Corporation, Government National Mortgage Association, and Student Loan Marketing
Association. All federal agency securities shall be direct issuances of federal government
agencies or instrumentalities;

3. Written repurchase agreements in the securities listed above provided that the market value of
the securities subject to the repurchase agreement must exceed the principal value of the
agreement by at least 2% and be marked to market daily, and that the term of the agreement
must not exceed thirty days;

4. Bonds and other obligations of the State of Ohio;



ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

3. CASH (Continued)

5.

No-load money market mutual funds consisting exclusively of obligations described in division (1)
or (2) of this section and repurchase agreements secured by such obligations, provided that
investments in securities described in these divisions are made only through eligible institutions;

The State Treasurer's investment pool (STAR Ohio and STAR Plus);

Certain banker's acceptance and commercial paper notes for a period not to exceed one hundred
eighty days from the purchase date in an amount not to exceed 25% of the interim monies
available for investment at any one time; and,

Under limited circumstances, corporate debt interests rated in either of the two highest
classifications by at least two nationally recognized rating agencies.

Custodial credit risk is the risk that, in the event of a bank failure, the School’s deposits may not
be returned. The School does not have a deposit policy for custodial credit risk. At June 30, 2016
the bank balance was $93,557 and carrying value of the School’s deposits was $60,309. None of
the School's bank balance of was exposed to custodial credit risk. There are no significant
statutory restrictions regarding the deposit and investment of funds by the nonprofit corporation.

The carrying amount of cash and investments at June 30, 2016 was as follows:

Demand Deposits $ 60,309

4. RISK MANAGEMENT

Property & 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. During the fiscal year
ending June 30, 2016, the School contracted with Willis of New York, Inc. for nonprofits and
maintained general liability insurance with a $1,000,000 single occurrence limit and $10,000,000
annual aggregate and a combined policy aggregate coverage for various liability coverage in the
amount of $25,000,000.

There was no significant reduction in coverage from the prior year and claims have not exceeded
insurance coverage in the last three years.
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ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

DEFINED BENEFIT PENSIONS PLANS

A. Net Pension Liability

Pensions are a component of exchange transactions-—between an employer and its employees—of
salaries and benefits for employee services. Pensions are provided to an employee—on a
deferred-payment basis—as part of the total compensation package offered by an employer for
employee services each financial period.

The net pension liability represents the School’s proportionate share of each pension plan’s
collective actuarial present value of projected benefit payments attributable to past periods of
service, net of each pension plan’s fiduciary net position. The net pension liability calculation is
dependent on critical long-term variables, including estimated average life expectancies, earnings
on investments, cost of living adjustments and others. While these estimates use the best
information available, unknowable future events require adjusting this estimate annually.

Ohio Revised Code limits the School’s obligation for this liability to annually required payments.
The School cannot control benefit terms or the manner in which pensions are financed; however,
the School does receive the benefit of employees’ services in exchange for compensation including
pension.

GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from
employee services; and (2) State statute requires all funding to come from these employers. All
contributions to date have come solely from these employers (which also includes costs paid in the
form of withholdings from employees). State statute requires the pension plans to amortize
unfunded liabilities within 30 years. If the amortization period exceeds 30 years, each pension
plan’s board must propose corrective action to the State legislature. Any resulting legislative
change to benefits or funding could significantly affect the net pension liability. Resulting
adjustments to the net pension liability would be effective when the changes are legally enforceable.

B. Plan Description - School Employees Retirement System (SERS)

Plan Description — The School's non-teaching employees participate in SERS, a cost-sharing
multiple-employer defined benefit pension plan administered by SERS. SERS provides retirement,
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 Ohio Revised
Code Chapter 3309. SERS issues a publicly available, stand-alone financial report that includes
financial statements, required supplementary information and detailed information about SERS’
fiduciary net position. That report can be obtained by visiting the SERS website at www.ohsers.org
under Employers/Audit Resources.
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ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

DEFINED BENEFIT PENSIONS PLANS (Continued)
B. Plan Description - School Employees Retirement System (SERS) (Continued)

Age and service requirements for retirement are as follows:

Eligible to Eligible to
Retire on or before Retire on or after
August 1,2017 * August 1, 2017
Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.

Annual retirement benefits are calculated based on final average salary multiplied by a percentage
that varies based on year of service; 2.2 percent for the first thirty years of service and 2.5 percent
for years of service credit over 30. Final average salary is the average of the highest three years of
salary.

One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living
adjustment (COLA). This same COLA is added each year to the base benefit amount on the
anniversary date of the benefit.

Funding Policy — Plan members are required to contribute 10 percent of their annual covered salary
and the School is required to contribute 14 percent of annual covered payroll. The contribution
requirements of plan members and employers are established and may be amended by the SERS’
Retirement Board up to statutory maximum amounts of 10 percent for plan members and 14
percent for employers. The Retirement Board, acting with the advice of the actuary, allocates the
employer contribution rate among four of the System’s funds (Pension Trust Fund, Death Benefit
Fund, Medicare B Fund, and Health Care Fund). For the fiscal year ended June 30, 2016, the
allocation to pension, death benefits, and Medicare B was 14 percent. SERS did not allocate any
employer contributions to the Health Care Fund for fiscal year 2016.

The School’s contractually required contribution to SERS was $21,662 for fiscal year 2016.

C. Plan Description - State Teachers Retirement System (STRS)

Plan Description — School licensed teachers and other faculty members participate in STRS Ohio, a
cost-sharing multiple-employer public employee retirement system administered by STRS. STRS
provides retirement and disability benefits to members and death and survivor benefits to
beneficiaries. STRS issues a stand-alone financial report that includes financial statements,
required supplementary information and detailed information about STRS’ fiduciary net position.
That report can be obtained by writing to STRS, 275 E. Broad St., Columbus, OH 43215-3771, by
calling (888) 227-7877, or by visiting the STRS Web site at www.strsoh.org.

10
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ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

DEFINED BENEFIT PENSIONS PLANS (Continued)
C. Plan Description - State Teachers Retirement System (STRS) (CONTINUED)

New members have a choice of three retirement plans; a Defined Benefit (DB) Plan, a Defined
Contribution (DC) Plan and a Combined Plan. Benefits are established by Ohio Revised Code
Chapter 3307. The DB plan offers an annual retirement allowance based on final average salary
multiplied by a percentage that varies based on years of service. Effective August 1, 2015, the
calculation will be 2.2 percent of final average salary for the five highest years of earnings multiplied
by all years of service. With certain exceptions, the basic benefit is increased each year by two
percent of the original base benefit. For members retiring August 1, 2013, or later, the first two
percent is paid on the fifth anniversary of the retirement benefit. Members are eligible to retire at
age 60 with five years of qualifying service credit, or age 55 with 25 years of service, or 30 years of
service regardless of age. Age and service requirements for retirement will increase effective
August 1, 2015, and will continue to increase periodically until they reach age 60 with 35 years of
service or age 65 with five years of service on August 1, 2026.

The DC Plan allows members to place all their member contributions and 9.5 percent of the 14
percent employer contributions into an investment account. Investment allocation decisions are
determined by the member. The remaining 4.5 percent of the 14 percent employer rate is allocated
to the defined benefit unfunded liability. 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.

The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan,
member contributions are allocated among investment choices by the member, and employer
contributions are used to fund the defined benefit payment at a reduced level from the regular DB
Plan. The defined benefit portion of the Combined Plan payment is payable to a member on or after
age 60 with five years of services. The defined contribution portion of the account may be taken as
a lump sum payment or converted to a lifetime monthly annuity at age 50.

New members who choose the DC plan or Combined Plan will have another opportunity to reselect
a permanent plan during their fifth year of membership. Members may remain in the same plan or
transfer to another STRS plan. The optional annuitization of a member’'s defined contribution
account or the defined contribution portion of a member's Combined Plan account to a lifetime
benefit results in STRS bearing the risk of investment gain or loss on the account. STRS has
therefore included all three plan options as one defined benefit plan for GASB 68 reporting
purposes.

A DB or Combined Plan member with five or more years of credited service who is determined to be
disabled may qualify for a disability benefit. Eligible survivors of members who die before service
retirement may qualify for monthly benefits. New members on or after July 1, 2013, must have at
least ten years of qualifying service credit that apply for disability benefits. Members in the DC Plan
who become disabled are entitled only to their account balance. If a member of the DC Plan dies
before retirement benefits begin, the member's designated beneficiary is entitled to receive the
member’s account balance.

11
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ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

DEFINED BENEFIT PENSIONS PLANS (Continued)
C. Plan Description - State Teachers Retirement System (STRS) (CONTINUED)

Funding Policy — Employer and member contribution rates are established by the State Teachers
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code. The statutory maximum
employee contribution rate was increased one percent July 1, 2014, and will be increased one
percent each year until it reaches 14 percent on July 1, 2016. For the fiscal year ended June 30,
2015, plan members were required to contribute 13 percent of their annual covered salary. The
School was required to contribute 14 percent; the entire 14 percent was the portion used to fund
pension obligations. The fiscal year 2015 contribution rates were equal to the statutory maximum
rates.

The School District’s contractually required contribution to STRS was $21,930 for fiscal year 2016.

POSTEMPLOYMENT BENEFITS

A. School Employees Retirement System

Health Care Plan Description - The School District contributes to the SERS Health Care Fund,
administered by SERS for non-certificated retirees and their beneficiaries. For GASB 45
purposes, this plan is considered a cost-sharing, multiple-employer, defined benefit other
postemployment benefit (OPEB) plan. The Health Care Plan includes hospitalization and
physicians’ fees through several types of plans including HMO’s, PPQO’s, Medicare Advantage,
and traditional indemnity plans as well as a prescription drug program. The financial report of the
Plan is included in the SERS Comprehensive Annual Financial Report which can be obtained on
SERS’ website at www.ohsers.org under Employers/Audit Resources.

Access to health care for retirees and beneficiaries is permitted in accordance with Section 3309
of the Ohio Revised Code. The Health Care Fund was established and is administered in
accordance with Internal Revenue Code Section 105(e). SERS’ Retirement Board reserves the
right to change or discontinue any health plan or program. Health care is financed through a
combination of employer contributions and retiree premiums, copays and deductibles on covered
health care expenses, investment returns, and any funds received as a result of SERS’
participation in Medicare programs. Active employee members do not contribute to the Health
Care Plan. Retirees and their beneficiaries are required to pay a health care premium that varies
depending on the plan selected, the number of qualified years of service, Medicare eligibility and
retirement status.

Funding Policy - State statute permits SERS to fund the health care benefits through employer
contributions. Each year, after the allocation for statutorily required basic benefits, the Retirement
Board allocates the remainder of the employer contribution of 14 percent of covered payroll to the
Health Care Fund. For fiscal year 2016, SERS did not allocate any employer contributions tothe
Health Care Fund. In addition, employers pay a surcharge for employees earning less than an
actuarially determined minimum compensation amount, pro-rated according to service credit
earned. For fiscal year 2016, this amount was $23,000. Statutes provide that no employer shall
pay a health care surcharge greater than 2 percent of that employer's SERS-covered payroll; nor
may SERS collect in aggregate more than 1.5 percent of the total statewide SERS-covered
payroll for the health care surcharge.

12



ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

6. POSTEMPLOYMENT BENEFITS (Continued)

A.

School Employees Retirement System (Continued)

The School District’s contributions for health care (including surcharge) for the fiscal year ended
June 30, 2016 was $0.

School Teachers Retirement Systems

Plan Description — The School District participates in the cost-sharing multiple-employer defined
benefit Health Plan administered by the State Teachers Retirement System of Ohio (STRS) for
eligible retirees who participated in the defined benefit or combined pension plans offered by
STRS. Ohio law authorizes STRS to offer this plan. Benefits include hospitalization, physicians’
fees, prescription drugs and reimbursement of monthly Medicare Part B premiums. The Plan is
included in the report of STRS which can be obtained by visiting www.strsoh.org or by calling
(888) 227-7877.

Funding Policy — Ohio Revised Code Chapter 3307 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. Active employee members do not contribute to the Health Care Plan. All
benefit recipients, for the most recent year, pay a monthly premium. Under Ohio law, funding for
post-employment health care may be deducted from employer contributions. For fiscal year
2016, STRS did not allocate any employer contributions to post-employment health care. The
School District’s contributions for health care for the fiscal year ended June 30, 2016 was $0.

7. CONTINGENCIES

A

Grants

The School received financial assistance from federal and state agencies in the form of
grants. Amounts received from grantor agencies are subject to audit and adjustment by the
grantor. Any disallowed costs may require refunding to the grantor. Amounts which may be
disallowed, if any, are not presently determinable. However, in the opinion of the School, any
such adjustments will not have a material adverse effect on the financial position of the
School.

Litigation

There are currently no matters in litigation with the School as defendant.

13



ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

7. CONTINGENCIES (Continued)
C. Full-Time Equivalency

The School Foundation funding is based on the annualized full-time equivalent (FTE)
enroliment of each student. Effective for the 2014-2015 school year, traditional school
districts must comply with the minimum hours of instruction, instead of a minimum number of
school days each year. The funding formula the Ohio Department of Education (ODE) is
legislatively required to follow will continue to adjust as enroliment information is updated by
the School, which can extend past the fiscal year end. As of the date of this report, ODE has
not finalized the impact of enroliment adjustments to the June 30, 2015 and 2016 Foundation
funding for the School; therefore, the financial statements impact is not determinable at this
time. ODE and management believe this will result in either a receivable to or a liability of the
School.

8. SPONSOR CONTRACT

The School contracted with the Richland Academy of the Arts (RAA) as its sponsor and oversight
services as required by law. Sponsorship fees are calculated as three percent of state funds received
by the School from the State of Ohio. For the fiscal year ended June 30, 2016, the total sponsorship
fees paid totaled $16,983.

9. AGREEMENT WITH EDISON LEARNING, INC./ PURCHASED SERVICES EXPENSE

On March 10, 2011, the School contracted with Edison Learning, Inc. to provide educational
programs that offer educational excellence and educational innovation based on Edison Learning,
Inc.’s unique school design, comprehensive educational programs, and management principles. The
contract period ends on June 30, 2016, and may be renewed for an additional five-year term. Under
the contract, Edison Learning, Inc. is responsible and accountable to the School's Board of Directors
for the administration, operation, and performance of the School in accordance with the School’s
contract with RAA to operate the School.

On March 12, 2013, the School entered into an Amendment to the Amended and Restated Service
Agreement and an Asset Purchase Agreement with Edison Learning, Inc., in which Edison Learning
agreed to purchase certain assets of the School in exchange for the forgiveness of the Edison note
and other debts. The assets exchanged had a value of $255,956 and the net debt forgiveness was
$654,868

Significant provisions of the contract are as follows:
A. Financial Provisions
1. Management Consulting and Operation Fee

The School is required to remit monthly to Edison Learning, Inc. any excess of
revenues over expenditures, if so exist, as compensation for the variety of
educational and management services it provides under the Agreement with the total
management fee not to exceed 20%. During fiscal year 2016, expenditures exceeded
revenues and Edison Learning received $0 as a management fee. Due to
expenditures exceeding revenues a contribution in the amount of $521,711 was
received by the School from Edison Learning to cover expenditures.
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ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

9. AGREEMENT WITH EDISON LEARNING, INC./ PURCHASED SERVICES EXPENSE (Continued)

2. The School’s Financial Responsibility

The School is responsible for initial startup costs and rent. The School is also
responsible to pay for sponsor and legal fees directly related to activities of the
Board.

3. Edison Financial Responsibilities

Edison Learning, Inc. is responsible for costs associated with operating the School.
Such costs shall include, but shall not be limited to, salaries and benefits, including
payroll taxes; pension and retirement; the purchase of curriculum materials,
textbooks, computers and other equipment, software, and supplies; insurance
premiums, utilities, janitorial services, audit, legal and financial management services
related to the operation of the School and repairs and maintenance of the School’'s
facilities, except for capital repair. Edison Learning, Inc. shall equip the School’s
facilities with desks and other furniture and furnishings and these items are
considered property of Edison Learning, Inc. Edison Learning, Inc. must secure and
maintain commercial general liability coverage for bodily injury and property damage;
educator liability coverage; automobile liability insurance, for, personal injury and
property damage; property insurance for facilities; and workers’ compensation
insurance for employees. Total expenditures paid to Edison Learning for the cost to
operate the School totaled $1,014,321.

4. Budget

Edison Learning, Inc. shall provide the School with an annual budget, in reasonable
detail, on or before May 31% of each fiscal year for the following fiscal year.

B. Educational Services

Edison Learning, Inc. provides educational services to dropout prevention and recovery
schools, in addition to Edison’s financial responsibilities noted above.

C. Personnel

All personnel working at the School are employees of Accelerate Achievement Academy
however, the School reimburses Edison Learning for processing all payroll functions.

Edison Learning, Inc. shall be responsible for determining the staffing levels in the
Academy, and shall have the responsibility to select, assign, evaluate, and discipline the
Academy employees.

Compensation will be set according to Edison Learning, Inc.’s compensation policies for
teachers, principals, and non-instructional staff which may include performance-based
incentives. In addition, any accrued payroll, the related benefits, and pension obligation
for the School’'s employees are included in the account Edison Payable, as these
amounts are figured in with the amount of revenues remitted to Edison Learning, Inc.
throughout the school year.
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ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

9. AGREEMENT WITH EDISON LEARNING, INC./ PURCHASED SERVICES EXPENSE (Continued)

10.

11.

D. Agreement Termination

1. Termination by the School
The School may terminate the contract in the event Edison Learning, Inc. materially
breaches the contract and Edison Learning, Inc. fails to remedy such breach within
90 days of its receipt of written notice of such breach from the School.

2. Termination by Edison Learning, Inc.
Edison Learning, Inc. may terminate the contract in the event the School materially
breaches the contract and the School fails to remedy such breach within 90 days of

its receipt of written notice of such breach from Edison Learning, Inc.

E. Edison Learning, Inc. - Purchased Services

For the fiscal year ended June 30, 2016, the School reimbursed Edison Learning, Inc. for
incurring the following expenses on their behalf:

Direct Site Expenses:

Salaries and Wages and Benefits $ 476,914

Professional and Technical Services 215,349

Property Services 162,495

Curriculum and Materials 121,883

Other Direct Costs 37,680

Total Expenses $1,014,321
SCHOOL CLOSURE

The School ceased operations and was closed by the Sponsor effective June 30, 2016. The School
has followed the closing procedures prescribed by the Ohio Department of Education (ODE). Those
procedures included official notification to ODE, retirement systems, the students and the community
of the School’s decision to close. Once all costs and liabilities are known, the School will pay its final
costs and any residual cash balances remaining will be remitted to the ODE per Ohio Revised Code
3314.074, and the account will be closed.

RESTATEMENT OF NET POSITION/FUND CASH BALANCES

Net Position/Fund Cash Balance has been restated at June 30, 2015, to change from generally
accepted accounting principles to the regulatory basis of accounting, as allowed by Ohio Revised
Code Section 117.38 and Ohio Administrative Code Section 117-2-03(D) The adjustments had the
following effect on Net positon as previously reported:

Net Position, June 30, 2015 $ (944,966)
Adjustments:

Removal of Assets/Deferred Outflows (80,073)
Removal of Liabilities/Deferred Inflows 1,037,122
Beginning Fund Cash Balance — July 1, 2015 $ 12,083
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12.

ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI
HAMILTON COUNTY, OHIO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

SUBSEQUENT EVENTS

After the School closed on June 30, 2016, the School received funds or repaid recorded obligations
as of June 30, 2016, as follows:

Cash Balance, June 30 $ 60,309
Subsequent Receipts 42,831
Subsequent Disbursements (45,637)
Cash Balance — October 31 $ 57,503

Subsequent to June 30, 2016, the School received funds earned prior to the School closure for
overpayments to state retirement systems, certain federal funds reimbursements, and casino
revenues. Additionally, the school paid the ODE for 2016 FTE adjustments, and the accountants for
the final financial statement audit. All remaining funds are payable to Edison Learning under terms of
the management agreement, and will be paid prior to the closing of the account. Once all costs and
liabilities are known, the School will pay its final costs and any residual cash balances remaining will
be remitted to ODE per Ohio Revised Code 3314.074, and the account will be closed.
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Rea s associates

November 17, 2016

To the Board of Directors

Accelerated Achievement Academy of Cincinnati
Hamilton County, Ohio

415 W. Court Street

Cincinnati, OH 45203

Independent Auditor’s Report on Internal Control over
Financial Reporting and on Compliance and Other Matters
Required by Government Auditing Standards

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 the
Accelerated Achievement Academy of Cincinnati, Hamilton County, Ohio (the “School”) as of and for
the year ended June 30, 2016, and the related notes to the financial statements and have issued our report
thereon dated November 17, 2016, wherein we issued an adverse opinion on the School’s accompanying
financial statements because they do not present fairly the financial position, results of operations and
cash flows in accordance with accounting principles generally accepted in the United States of America,
and we also noted that the School ceased operations effective June 30, 2016.

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.
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Accelerated Achievement Academy of Cincinnati

Independent Auditor’s Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with
Government Auditing Standards

Page 2 of 2

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 are
described in the accompanying schedule of findings as item 2016-001.

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 them.

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.

Woa Yiharcietiy e

Dublin, Ohio
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Accelerated Achievement Academy of Cincinnati
Hamilton County, Ohio
Schedule of Findings
June 30, 2016

FINDINGSRELATED TO THE FINANCIAL STATEMENTS REQUIRED
TO BE REPORTED IN ACCORDANCE WITH GAGAS

Finding Number: 2016-001 — M aterial Noncompliance

Criteria: Ohio Rev. Code Section 117.38 provides that each public office shall file a financial report for each fiscal
year. The auditor of state may prescribe forms by rule or may issue guidelines, or both, for such reports. If the auditor
of state has not prescribed a rule regarding the form of the report, the public office shall submit its report to the form
utilized by public office. Ohio Administrative Code Section 117- 2-13 further clarifies the requirements of Ohio Rev.
Code 117.38.

Ohio Admin. Code Section 117-2-03(B) requires the School to prepare its annual financial report in accordance with
generally accepted accounting principles. GASB Statement 34, “Basic Financial Statements — and Management’s
Discussion and Analysis — For State and Local Governments’ requires the School’s basic financial statements and
required supplementary information (RSI) consist of the following:

Management’s Discussion and Analysis — Providing management’s anaytical overview of the School
District’sfinancial activities.

Basic Financia Statements — The basic financial statements will consist of a statement of net position,
statement of revenues, expenses, and changes in net position, as well as a statement of cash flows, prepared
on the economic resources measurement focus and the accrua basis of accounting. These statements will
report all assets, deferred outflows of resources, liahilities, deferred inflows of resources, revenues, expenses,
and gains and losses of the School.

Required Supplementary Information — Schedule of Proportionate Share of the Net Pension Liability and
Schedule of Contributions.

Condition: The School did not prepare its financial statements in accordance with Ohio Rev. Code Section 117.38
and Ohio Admin. Code Section 117-2-03(B).

Cause: For fiscal year 2016, the School prepared its financial statements in accordance with standards established by
the Auditor of State for governmental entities not required to prepare annual reports in accordance with generally
accepted accounting principles. The accompanying financial statements and notes omits assets, deferred outflows of
resources, liabilities, and deferred inflows of resources, and net position, and disclosures that, while material, cannot
be determined at thistime.

Effect: Pursuant to Ohio Rev. Code Section 117.38, the School may be fined and subject to various other
administrative remedies for its failure to file the required financial report.

Recommendation: We recommend the School review the standards and ensure preparation of its financial
statements in accordance with AICPA’s Audit and Accounting Guide Audits of Sate and Local Governments. We
also recommend the School prepare its financial statements in accordance with Ohio Administrative Code and Ohio
Revised Code.

Management’s Response: Due to the School closing and not having sufficient resources available to complete the

required GAAP filing and implementation of GASB 68 and 71, the School elected to prepared cash-basis statements
only.
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Dave Yost - Auditor of State

ACCELERATED ACHIEVEMENT ACADEMY OF CINCINNATI

HAMILTON COUNTY

CLERK’S CERTIFICATION
This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

Livan Poablutt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 31, 2017

88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
www.ohioauditor.gov
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