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Enrollment 2018-2019

October | Current | Projected | Waitlisted Offered Seats
K (Half Day) 27 31 40 0 44
K (Full Day) 43 41 40 0 44
1st Grade 78 76 81 0 84
2nd Grade 93 81 81 11 84
3rd Grade 92 88 81 30 84
4th Grade 89 83 81 10 84
5th Grade 87 82 81 0 81
6th Grade 89 86 81 39 81
7th Grade 75 67 81 0 81
8th Grade 81 79 81 4 81
Total 754 714 728 94 748
Discipline
2017 suspensions 59
2017 expulsions 1
2018 suspensions 46
2018 expulsions 2
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September 13, 2018
To the Board of Directors
Foundations Academy

We have audited the financial statements of Foundations Academy (the “Academy”) as of and for
the year ended June 30, 2018 and have issued our report thereon dated September 13, 2018.
Professional standards require that we provide you with the following information related to our
audit.

Our Responsibility Under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated February 7, 2018, our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with U.S. generally accepted accounting principles. Our audit of the financial statements does not
relieve you or management of your responsibilities. Our responsibility is to plan and perform the
audit to obtain reasonable, but not absolute, assurance that the financial statements are free of
material misstatement.

As part of our audit, we considered the internal control of Foundations Academy. Such
considerations were solely for the purpose of determining our audit procedures and not to provide
any assurance concerning such internal control.

We are responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures specifically to identify such matters.

Our audit of Foundations Academy’s financial statements has also been conducted in accordance
with Govemment  Auditing Sandarcs, issued by the Comptroller Genedl of the United Sas. Under
Government Auditing Sandards, we are obligated to communicate cerain matters that come to our
attention related to our audit to those responsible for the governance of Foundations Academy,
including compliance with certain provisions of laws, regulations, contracts, grant agreements,
certain instances of error or fraud, illegal acts applicable to government agencies, and significant
deficiencies in internal control that we identify during our audit. Toward this end, we issued a
separate letter dated September 13, 2018 regarding our consideration of Foundations Academy’s
internal control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements.

Planned Scope and Timingof the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our letter about planning matters dated May 22, 2018.

Praxity ;




To the Board of Directors September 13, 2018
Foundations Academy

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by Foundations Academy are described in Note 2 to the financial statements.

No new accounting policies were adopted and the application of existing policies was not changed
during 2018.

We noted no transactions entered into by the Academy during the year for which there is a lack of
authoritative guidance or consensus.

We noted no significant transactions that have been recognized in the financial statements in a
different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected.

There were no significant balances, amounts or disclosures in the financial statements based on
sensitive management estimates.

The disclosures in the financial statements are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Disagreements with Management

For the purpose of this letter, professional standards define a disagreement with management as
a financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor’s report.

We are pleased to report that no such disagreements arose during the course of our audit.
Corrected and Uncorrected Misstatements
Professional sandards require us to accumulate all knoanand likely missaements identified during the audit,

other than those that are trivial, and communicate them to the appropriate level of management. We
did not detect any misstatements as a result of audit procedures.




To the Board of Directors September 13, 2018
Foundations Academy

Significant Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, business conditions affecting the Academy, and business plans and strategies
that may affect the risks of material misstatement, with management each year prior to our retention
as the Academy’s auditors. However, these discussions occurred in the normal course of our
professional relationship, and our responses were not a condition of our retention.

Management Representations

We have requested certain representations from management that are included in
the management representation letter dated September 13, 2018.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants aboutauditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the Academy’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

This information is intended solely for the use of the board of directors and management of
Foundations Academy andis not intended to be and should not be used by anyone other than these
specified parties.

We welcome any questions you may have regarding the following communications and we would be
willing to discuss any of these or other questions that you might have at your convenience.

Very truly yours,

Planet & Moran, PLLC

Michael A. Lifers, CPA
Partner

Michelle M. Goss, CPA
Partner
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Independent Auditor's Report

To the Board of Directors
Foundations Academy

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major
funds of Foundations Academy (the “Academy”) as of and for the year ended June 30, 2018 and the
related notes to the financial statements, which collectively comprise Foundations Academy's basic
financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is resporsible 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

Ourresponsibility isto express opinionson these financial statements based onour 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 thatwe 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 tothe
Academy’s preparation and fair presentation ofthefinancial statements inorder todesign audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’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 opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position ofthe governmental activities and the major funds of Foundations
Academy as of June 30, 2018 and the respective changes in its financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Praxity"

MEMBER «*




To the Board of Directors
Foundations Academy

Required Supplemental Information

Accounting principles generally acceptedin the United Statesof America require that the
management's discussion and analysis axdthe budgetary comparison sthedules, as identified in te table of
contents, be presentedtosupplementthebasic financial statements. Such information, although
nota part of thebasic financial statements, is required by the Governmental Accounting Standards Board,
which considers it to be an essential part of financial reporting for placing the basic financial satements in an
appropriate operational, economic, or historical context  We have applied certain limited procedures to the
required supplemental 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 September
13,2018 on our consideration of Foundations Academy’s internal control over financial reporting axd on our tests
of its compliance with certain provisions of laws, regulations, contracts, grant agreements,

and other matters. The purpose of that reportis to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on the
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 Foundations Academy's
internal control over financial reporting and compliance.

742«.& f M, PLLL

September 13, 2018




FOUNDATIONS ACADEMY

MANAGEMENT'S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2018

This section of the annual financial report for Foundations Academy (the "Academy") provides an
overview of the Academy's financial activities for the fiscal year ended June 30, 2018. It should be
read in conjunction with the financial statements, which immediately follow this section.

Using this Annual Report

This annual report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand the Academy financially as a whole. The
Academy-wide financial statements provide information about the activities of the whole Academy,
presenting both an aggregate view of the Academy's finances and a longer-term view of those
finances. The fund financial statements provide the next level of detail. For governmental activities,
these statements tell how services were financed in the short term as well as what remains for
future spending. The fund financial statements look at the Academy's operations in more detail than
the Academy-wide financial statements by providing information about the Academy's most
significant fund — the General Fund -with the other fund presented in one column as the major
Grant Fund.

Management’s Discussion and Analysis
(Required Supplemental Information)

Basic_Financial Statements
Academy-wide Financial Statements Fund Financial Statements
Notes to Basic Financial Statements

(Required Supplemental Information) Budgetary
Information for the Governmental Funds

Reporting the Academy as a Whole-Academy-wide Financial Statements

One of the most important questions asked about the Academy is, "As a whole, what is the
Academy's financial condition as a result of the year's activities?" The Statement of Net Position
and the Statement of Activities, which appear first in the Academy's financial statements, report
information on the Academy as a whole and its activities in a way that helps you answer this
question. We prepare these statements to include all assets and liabilities, using the accrual basis
of accounting, which is similar to the accounting used by most private-sector companies. All of the
current year's revenues and expenses are taken into account regardless of when the cash is
received or paid.

The Academy's Statement of Net Position — the difference between assets and liabilities, as
reported in the Statement of Net Position —is one way to measure the Academy's financial
position. The relationship between revenues and expenses is the Academy's operating results. The
Academy's goal is to provide services to our students, not to generate profits as private sector
companies do. One must consider nonfinancial factors, such as the quality of the education
provided and the safety of the Academy, to assess the overall health of the Academy.




The Statement of Net Position and the Statement of Activities report the activities of the Academy,
all of which are classified as governmental. These activities encompass all the Academy’s services,
including instruction and support services. Per-pupil operating revenue and property taxes passed
through the Brighton School District 27J (the “District”) and state and federal grants finance most of
these activities. The Academy has entered into a services agreement (the “agreement”) with
National Heritage Academies, Inc. (NHA) which requires NHA to provide administration, strategic
planning and all labor, materials, equipment, and supervision necessary for the provision of
educational services to students. As part of the consideration received under the agreement, NHA
also provides the facility in which the Academy operates. Under the terms of the agreement, NHA
receives as remuneration for its services an amount equal to the total revenue received by the
Academy from all revenue sources.

Reporting the Academy’s Fund Financial Statements

The Academy’s fund financial statements provide detailed information about the most significant
funds — not the Academy as a whole. Some funds are required to be established by state law.
However, the Academy establishes other funds to help it control and manage money for particular
purposes or as required by state law (the Grant Fund is an example). The governmental funds of
the Academy use the following accounting approach:

Governmental Funds — All of the Academy’s services are reported in governmental funds.
Governmental fund reporting focuses on showing how money flows into and out of funds and the
balances left at year-end that are available for spending. They are reported using an accounting
method called modified accrual accounting. Only those revenues that are “measurable” and
“currently available” are reported. Liabilities are recognized when incurred. The governmental fund
statements provide a short-term view of the operations of the Academy and the services it provides.
Governmental fund information helps you determine whether there are more or fewer financial
resources that can be spent in the near future to finance the Academy’s programs. \We describe the
relationship (or differences) between governmental activities (reported in the Statement of Net
Position and the Statement of Activities) and governmental funds in reconciliations presented as
part of the statements.




The Academy as a Whole

The Statement of Net Position provides the perspective of the Academy as a whole. The table
below provides a summary of the Academy's net position as of June 30:

2018 2017

Assets:

Currentassets $ 283,763 $ 231,181

Capitalassets, net of accumulated depreciation 19,864 24,474
Totalassets 303,627 255,655

Liabilities - current 65,008 33,278
Net position:

Netinvestment in capital assets 19,864 24,474

Restricted 183,008 172,924

Unrestricted 35,747 24,979
Totalnet position $ 238619 $ 222,377

The restricted net position of governmental activities represents the reserve required under the
Taxpayer's Bill of Rights ("TABOR"). The results of the current-year operations for the Academy as
a whole are reported in the Statement of Activities, which shows the change in net position.




The results of this year's operations for the Academy as a whole are reported in the Statements of
Activities (below), which shows the changes in net position for the periods ended June 30:

2018 2017
Program rewnue:
Charges for $ 94,252 $ 112,582
Operating grants 372,833 337,169
Total program rewnue 467,085 449,751
General rewnue:
Per-pupil operating levy 5,450,444 5,114,552
Millle11)' rewnue 31,798 33,694
Other state sources 55,466 33,648
Other 111,702 128,029
Total general rewnue 5,649,408 5,309,923
Total rewnue 6,116,493 5,759,674
Expenses-
Contracted senile fee:
Instruction 2,610,508 2,544,031
Support senesces 3,479,233 3,209,598
Food services 5,900 5,900
Depreciation (unallocated) 4,610 4,610
Total expenses 6,100,251 5,764,139
Change in net position 3 16,242 $ (4,465)

As reported in the Statement of Activities, the cost of governmental activities was $6,100,251.
These activities were primarily funded by the Academy’s state aid (based on student count) and
governments and organizations that subsidized certain programs with grants.

The Academy experienced an increase in net position of $16,242 in 2018. Under the terms of the
agreement with NHA, NHA provides a spending account to the Board of Directors for discretionary
expenditures. The primary reason for the change in net position is the timing of these discretionary
expenditures.

A reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balance of
Governmental Funds to the Statement of Activities appears on page 11.

Fund Financial Statements

As we noted earlier, the Academy uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements. Looking at funds helps the reader to consider whether the
Academy is being accountable for the resources that the State and others provide to it and may
provide more insight into the Academy’s overall financial health.




The Academy's instruction and support services activities are reported in the General Fund. The
Grant Fund represents grant activities. The Academy's combined fund balance was $218,755 at
June 30, 2018.

A reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position
appears on page 10.

Budgetary Highlights

Over the course of the year, the Academy revises its budget to reflect changes in revenues and
expenditures. The Academy adopts an annual budget for the General Fund and Grant Fund.
Budgetary comparison statements have been provided for the General Fund and Grant Fund to
demonstrate compliance with the budget.

Budgeted revenues for the General Fund were increased by $245,941 from the original budget.
Revenues were changed to reflect the following:

State aid Increase
Other state sources Increase
Local Sources Increase
Private sources Decrease

Budgeted expenditures for the General Fund were increased by $245,941. This change was to
reflect the change in anticipated funding. Budgeted revenues for the Grant Fund was amended to
reflect an increase in federal funding by $16,954 from the original budget. Significant variances
between the final budget and actual amounts are disclosed in the notes to the financial statements.

Capital Assets

At June 30, 2018, the Academy had $19,864 invested in capital assets, including other equipment.
Capital assets are primarily provided as part of the agreement with NHA.

General Economic Factors and Next Year's Budgets

In November of 2000, voters in Colorado approved a provision to the Colorado constitution
providing that K-12 funding would increase at pupil growth, plus inflation, plus 1 percent for

10 years and thereafter, growth plus inflation. This provision stabilizes and removes funding from
the political process. As a result of this provision, the single most important factor in projecting the
revenues is estimated future inflation.

Contacting the Academy's Financial Management

The financial report is designed to provide users of the report with a general overview of the
Academy's finances and to demonstrate the Academy's accountability for the money it receives. If
you have questions about this report, contact the Chief Financial Officer of National Heritage
Academies, Inc., 3850 Broadmoor SE, Suite 201, Grand Rapids, Ml 49512.




FOUNDATIONS ACADEMY

STATEMENT OF NET POSITION
JUNE 30,2018

ASSETS
CURRENT ASSETS:

Cash

Due from governmental revenue
sources

Total current assets
NON-CURRENT ASSETS:
Capital assets
Less accumulated depreciation
Total capital assets, net of accumulated depreciation

TOTAL

LIABILITIES AND NET POSITION

LIABILITIES:
Unearned rewnue
Contracted service fee payable

Total liabilities
NET POSITION:
Net investment in capital assets
Restricted
Unrestricted

Total net position

TOTAL

See notes to financial statements.

Governmental
Activities

$ 221,066
62,697

283,763

46,098
(26,234)

19,864

$ 303,627

$ 51,363
13,645

65,008

19,864
183,008
35,747

238,619

$ 303,627




FOUNDATIONS ACADEMY

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2018

FUNCTIONSPROGRAMS

Governmental activities:
Contracted service fee:
Instruction

Support services
Food services
Depreciation (unallocated)

Total governmental activities

GENERAL PURPOSE REVENUES:
Per-pupil operating levy
Mill levy revenue
Other state sources
Other

Total general purpose revenue

CHANGE IN NET POSITION

NET POSITION:
Beginning of year

End of year

See notes to financial statements.

Expenses

$ 2,610,508
3,479,233
5,900

4,610

$

Program Revenues

Services

94,252 $

Grants

178,372
194,461

Governmental
Activities
Net (Expense)

Revenue and
Changesin

Net Position

$ (2,337,884)
(3,284,772)
(5,900)

(4,610)

$ 6,100,251

$

94,252 $

372,833

(5,633,166)

5,450,444
31,796
55,466

111,702

5,649,408

16,242

222,377

$ 238,619




FOUNDATIONS ACADEMY

BALANCE SHEET-GOVERNMENTAL FUNDS
JUNE 30, 2018

Total Governmental
Funds- General Fund

ASSETS
$ 221,066
Cash 62,697
Due from govemmental revenue sources $ 283,763
TDTAL
LIABILITIES AND FUND BALANCE
LIABILITIES $ 51,363
Unearned rewnue 13,645
Contracted service fee payable
65,008
Total liabilities
FUND BALANCE: 11,939
Committed 183,008
Restricted 23,808
Unrestricted
218,755
Total fund balance
$ 283,763
TDTAL
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
Total governmental fund balance $ 218,755
Capital assets used in governmental activities are not
financial resources and are not reported in the funds:
Capital assets cost $ 46,098
Accumulated depreciation (26,234) 19,864
Net position of governmental activities $ 238,619

See notes to financial statements.
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FOUNDATIONS ACADEMY

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES-GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2018

Total
General Grant Governmental
Fund Fund Funds
REVENUES:
Federal sources $ -3 76,729 $ 76,729
Per-pupil levy 5,450,444 5,450,444
Mill levy 31,796 31,796
Capital construction 194,461 194,461
Other state sources 157,109 157,109
Charges for services 94,252 94,252
Other sources 111,702 111,702
Total revenues 6,039,764 76,729 6,116,493
EXPENDITURES-Contracted service fee:
Instruction 2,533,779 76,729 2,610,508
Support services 3,479,233 3,479,233
Food services 5,900 5,900
Total expenditures 6,018,912 76,729 6,095,641
NET CHANGE IN FUND BALANCE 20,852 20,852
FUND BALANCE-Beginning of year 197,903 197,903
FUND BALANCE-ENd of year 218,755 :
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balance of Governmental Funds to the Statement of Activities
Net change in fund balance — total governmental funds $ 20,852
Governmental funds report capital outlays as expenditures,
in the statement of activities these costs are allocated or
their useful lives as depreciation (4,610)
Change in net position of g0loemmental activities $ 16,242

See notes to financial statements.
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FOUNDATIONS ACADEMY

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2018

1. NATURE OF OPERATIONS

Foundations Academy (the "Academy") was incorporated on October 19, 2008 and began
operations on July 1, 2010. The Academy is a component of the Brighton School District 27J of
the State of Colorado (the "District"), which provides education based on rigorous teaching
methods, parental involvement, student responsibility, and basic moral values. The Academy
provides education, at no cost to the parents, to students in kindergarten through eighth grade.
The Academy offers half-day kindergarten at no cost, however tuition is charged if the parents
elect full-day kindergarten for their children. Enroliment is open to all appropriately aged
children without regard to gender, ethnic background, disability, and/or religious affiliation. The
Academy operates under a charter approved by the District, which is responsible for oversight
of the Academy's operations. The charter expires on June 30, 2039. The total administrative
fee for the year ended June 30, 2018, paid to the District was $132,642.

The Academy is organized as a public school pursuant to C.R.S. 22-30,5-101 et. seq., which
authorizes the formation of charter schools. The Academy operates as an organization exempt
from federal income tax as a governmental entity pursuant to Colorado laws applicable to
Colorado public schools.

The majority of the Academy's funding is provided by the State of Colorado and passed
through the District.

The Board of Directors of the Academy has entered into a services agreement (the
"agreement”) with National Heritage Academies, Inc. ("NHA"), which requires NHA to provide
administration, strategic planning and all labor, materials, equipment, and supervision
necessary for the provision of educational services to students. As part of the consideration
received under the agreement, NHA also provides the facility in which the Academy operates.
The agreement will continue until termination of the charter contract, unless at least 90 days’
written notice of intent to terminate or renegotiate is given by either the Academy or NHA.

Under the terms of the agreement, NHA receives as remuneration for its services an amount
equal to the total revenue received by the Academy from all revenue sources.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Academy-wide and Fund Financial Statements — The Academy-wide financial statements
(i.e., the Statement of Net Position and the Statement of Activities) report information on all of
the no fiduciary activities of the primary government. The effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supported by
intergovernmental revenues, are reported separately from business-type activities, which rely
to a significant extent on fees and charges for support. All the Academy’s government-wide
activities are considered governmental activities.
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The Statement of Activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function. Program revenue includes (1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided
by a given function and (2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function. Revenues not classified as program
revenues are reported instead as general purpose revenue.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Academy-wide Statements — The Academy-wide financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenue is
recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Grants are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

The effect of interfund activity has been eliminated from the Academy-wide financial
statements.

When an expense is incurred for purposes for which both restricted and unrestricted net
position, or fund balance are available, the Academy’s policy is to first apply restricted
resources. When an expense is incurred for purposes which amounts in any of the
unrestricted fund balance classifications could be used, it is the Academy’s policy to spend
funds in this order: committed, assigned and unassigned.

Fund-Based Statements — Governmental fund financial statements are reported using the
current financial resources measurement focus and the modified accrual basis of accounting.
Revenue is recognized as soon as it is both measurable and available. Revenue is considered
to be available if it is collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the Academy considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period. Revenue
not meeting this definition is classified as a deferred inflow of resources. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. The contracted
service fee to NHA is recorded consistent with the recognition of revenue.

Fund Classification— The financial activities of the Academy are organized on the basis of
funds. The operation of each fund is accounted for with a separate set of self-balancing
accounts that comprise its assets, deferred outflows of resources, liabilities, deferred inflows of
resources, fund balance, revenues, and expenditures. Government resources are allocated to
and accounted for in individual funds based upon the purposes for which they are to be spent
and the means by which spending activities are controlled.

General Fund — The General Fund is used to account for the general educational programs of
the Academy. Its revenues are derived primarily from the State of Colorado and passed
through the District.

Grant Fund — The Grant Fund is used to account for the educational programs of the
Academy. Its revenues are derived from Federal sources.

Capital Assets — Capital assets, which include other equipment, consists of assets with an
initial individual cost of more than $5,000 and an estimated useful life in excess of one year,
and are reported in the applicable governmental column in the Academy-wide financial
statements.
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Estimates — The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues, expenses, and
expenditures during the reporting period. Actual results could differ from those estimates.

Cash —The Colorado Public Deposit Protection Act (PDPA) requires that all units of local
government deposit cash in eligible public depositories. Eligibility is determined by state
regulations. Amounts on deposit in excess of federal insurance levels must be collateralized
by eligible collateral as determined by the PDPA. The Academy does not have amounts on
deposit in excess of federal insurance levels.

Cash as of June 30, 2018 represents bank deposits which are covered by federal depository
insurance. Accordingly, there are no investments which are required to be categorized
according to risk.

Unavailable and Unearned Revenue — Unavailable revenue is reported in connection with
receivables for revenue that is not considered available and measurable to liquidate liabilities
of the current period. Unearned revenue is reported in connection with funds that have been
received for services which have not been performed and is therefore not yet earned. As of
June 30, 2018 there were no deferred inflows for unavailable revenue recognized and a liability
for unearned revenue was recognized for $51,363.

Contracted Service Fee Payable — Contracted service fee payable as of June 30, 2018
represents a timing difference between funds received from governmental sources and
amounts paid to NHA in accordance with the agreement.

Fund Balance — Fund balances may be classified as nonspendable, committed, restricted,
assigned, or unassigned. The terms nonspendable and restricted are used either to indicate
that certain assets do not represent spendable resources available for general educational
programs or to earmark a portion of fund balance as legally segregated for a specific future
use. The term committed represents amounts that can only be used for the specific purpose
determined by a formal resolution of the board. The term assigned is used to classify the fund
balance intended to be used by the board, but does not meet the criteria to be restricted or
committed. The term unassigned is used for amounts that have not been restricted, committed,
or otherwise assigned for future uses. At June 30, 2018, the Academy had $11,939 in
committed fund balance, $183,008 in restricted fund balance, and $23,808 in unassigned fund
balance. The committed fund balance has been committed by the Board of Directors primarily
for professional staff development.

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, (the
“Amendment”), which has several limitations, including revenue raising, spending abilities, and
other specific requirements of state and local government. The Amendment is complex and
subject to judicial interpretation. The Academy believes it is in compliance with the
requirements of the Amendment. The Amendment requires state and local governments to
establish an emergency reserve, representing 3 percent of qualifying expenditures. At June
30, 2018, the Academy’s fund balance of $183,008 was reported as restricted fund balance in
the General Fund.
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Budgetary Information-Annual budgets are required by Colorado State statutes for all funds
and are adopted on a basis consistent with generally accepted accounting principles and state
law in the United States of America for the general and grant funds.

The budget document presents information by fund and function. The legal level of budgetary
control adopted by the governing body (i.e., the level at which expenditures may not legally
exceed appropriations) is the function level. State law requires the Academy to have its budget
in place by June 30. The budgets can be amended by the Board of Directors as considered
necessary prior to January 31. The budgets were amended to increase budgeted revenues
and expenditures for the General Fund by $245,941, and to increase budgeted revenues and
expenditures for the Grant Fund by $16,954.

During the year, the Academy incurred expenditures as part of the contracted service fee in the
General Fund, which were in excess of amounts budgeted for Special Education expenditures
with final budget and actual amounts of $163,894 and $208,458, respectively and for Pupil
Services expenditures with final budget and actual amounts of $139,413 and

$172,758, respectively.

The Academy adheres to the following procedures in establishing budgetary data reflected in
the financial statements:

= Prior to June 30, management submits to the board of directors a proposed budget for
the fiscal year commencing the following July 1. The budget includes proposed
expenditures and the means for financing them. All budgets lapse at year-end.

= By June 30, the budget is adopted by the board of directors.
= Expenditures may not legally exceed appropriations at the fund level.

= Revisions that alter the total expenditures of any fund must be approved by the board
of directors.

Recent Accounting Pronouncements -In June 2017, the Governmental Accounting
Standards Board issued GASB Statement No. 87, Leases, which improves accounting and
financial reporting for leases by governments. This statement requires recognition of certain
lease assets and liabilities for leases that previously were classified as operating leases and
recognized as inflows of resources or outflows of resources based on the payment provisions
of the contract. It establishes a single model for lease accounting based on the foundational
principle that leases are financings of the right to use an underlying asset. Under this
statement, a lessee is required to recognize a lease liability and an intangible right-to-use
lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of
resources. The Academy is currently evaluating the impact this standard will have on the
financial statements when adopted. The provisions of this statement are effective for the
Academy's financial statements for the year ending June 30, 2021.

DUE FROM GOVERNMENTAL REVENUE SOURCES

Receivables as of June 30, 2018 for the Academy included $53,814 in state grants receivable,
$8,596 in federal grants receivable and $287 in local receivables. The Academy considers all
receivables to be fully collectible; accordingly, no allowance for uncollectible amounts is
recorded.
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4.

RISK MANAGEMENT

The Academy is exposed to various risks of loss related to general liability. Commercial
insurance policies to cover certain risks of loss have been obtained. There have been no
significant reductions in insurance coverage during fiscal year 2018, and claims did not exceed
coverage less retained risk deductible amounts in the past three fiscal years.

CAPITAL ASSETS

Capital asset activity of the Academy's governmental activities was as follows:

Beginning Ending
Balance  Additions Disposals
Balance
Governmental activities —

Other equipment $ 46,098 .§ B - s 46,098
Total accumulated depreciation 21,624 4,610 26,234
Total governmental activities capital

assets, net $ 24474 $ (4,610),%$==- $ 19,864

CONTINGENCIES

The Academy has received proceeds from several federal and state grants. Periodic audits of
these grants are required and certain costs may be questioned as not being appropriate
expenditures under the grant agreements. Such audits could result in the refund of grant
monies to the grantor agencies. Management believes that any required refunds will be
immaterial. No provision has been made in the accompanying financial statements for the
refund of grant monies.

OPERATING LEASE

The Academy has entered into a sublease agreement with NHA for a facility to house the
Academy. The lease term is from July 1, 2017 through June 30, 2018. Annual rental payments
required by the lease are $1,008,480, payable in 12 monthly payments of $84,040. This lease
is renewable on a year-to-year basis.

The Academy subsequently renewed the sublease with NHA for the period of July 1, 2018
through June 30, 2019, at the same rental rate.

*kkkhkk
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FOUNDATIONS ACADEMY

REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
YEAR ENDED JUNE 30, 2018

REVENUES:
State Aid
Other State Sources
Local Sources
Private Sources

Total Revenues

EXPENDITURES - Contracted Service fee:

Inslruction:
Basic Instruction
Needs
Education

Support Services:
Pupil Services
11structional Staff Services
Board of Education
Executive Administration
Grant procurement
Office of the Principal
other School Administration
Business Support Services
Central Services
Pupil Transportation Services
Operations and Maintenance
Food Service

Total Expenditures

NET Ci-I".NGE HIFUND BALANCE

FUND BALANCE- Beginning of year

FUND BALANCE- End of year

Final Over (..-.der)
Original Amended Final
Budget Budget Actual Budget

$ 5,204,821 $ 5,447,592 5,450,444 $ 2,852

314,120 342,234 351,570 9,336
33,865 34,835 31,796 (3,039)
248,074 222,160 205,954 (16,206)
5,600,660 6,046,821 6,039,764 (7,057)
2,271,047 2,340,464 2,293,280 (47,184) Added
50,596 44,907 32,041 (12,866) Special

196,953 163,894 208,458 44,564

135,350 139,413 172,758 33,345
610,077 661,153 631,637 (29,516)

55,123 59,161 59,256 95
153,588 178,438 173,122 (5,316)

31,865 34,800 35,976 1,176
288,384 290,510 290,130 (380)

128,424 148,643 151,556 2,913

100,914 119,282 124,020 4,738
362,101 434,762 401,670 (33,092)
8,000 9,030 8,462 (568)
1,402,558 1,416,464 1,430,646 14,182

5,900 5,900 5,900
5,800,660 6,046,821 6,018,912 (27,909)
20,852 20,852
191,460 197,903 197,903
$ 191,460 197,903 218,755 $ 20,852
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FOUNDATIONS ACADEMY

REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE
GRANT FUND

YEAR ENDED JUNE 30, 2018

Final Under
Original Amended Final
Budget Budget Actual Budget
REVENUES - Federal Sources $ 65,566 $ 82,520 $ 76,729 $ (5,791)
EXPENDITURES - Contracted Service Fee 65,566 82,520 76,729 (5,791)
NET CHANGE IN FUND BALANCE
FUND BALANCE- Beginning of year
FUND BALANCE- 81d of year $ $ - $ $
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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

Independent Auditor's Report

To Management and the Board of Directors
Foundations Academy

We have audited, 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, the basic financial statements of the
governmental activities and the major funds of Foundations Academy (the "Academy") as of and for the
year ended June 30, 2018 and the related notes to the basic financial statements, which collectively
comprise the Academy’s basic financial statements, and have issued our report thereon dated
September 13, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Foundations
Academy's internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Academy's
internal control. Accordingly, we do not express an opinion on the effectiveness of the Academy's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the Academy's financial statements will not be prevented, or detected and corrected,
on a timely basis. 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 deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

MEMBER «*
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To Management and the Board of Directors
Foundations Academy

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Foundations Academy's financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Academy's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Academy's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

74u£/ f 77!»4«/, PLLL
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