LEADERSHIP

education

ARROW /Y ACADEMY FOUNDATION

A Leadership Education Foundation School

LEADERSHIP EDUCATION FOUNDATION
CERTIFICATE OF BOARD

JANUARY 21, 2016

Leadership Education Foundation Brazos 021-805
Name of Charter Holder County Co.-Dist. Number

Federal EIN: 74-2636905

We, the undersigned, certify that the attached financial and compliance report of the
above-named charter holder was reviewed and (check one) v'__approved

disapproved for the year ended August 31, 2015, at a meeting of the
governing body of the charter holder on the 21st day of January, 2016.

s/Carmen Maxwell s/William Walsh

Signature of Board Secretary Signature of Board Chairman

If the governing body of the charter holder does not approve the independent auditors’ report, the
reason(s) for disapproving it is (are): (attach list as necessary)

www.arrowacademy.org | P.O.Box 12207 College Station, TX 77842 | 1.979.703.8820



Leadership Education Foundation —
Arrow Academy

Financial Statements
and Single Audit Reports
for the year ended August 31, 2015




Leadership Education Foundation — Arrow Academy

Table of Contents

Independent Auditors’ Report

Financial Statements:

Statements of Financial Position as of August 31, 2015 and 2014
Statement of Activities for the year ended August 31, 2015

Statement of Activities for the year ended August 31, 2014

Statements of Cash Flows for the years ended August 31, 2015 and 2014

Notes to Financial Statements for the years ended August 31, 2015 and 2014

Supplementary Information:
Supplemental Statements of Financial Position as of August 31, 2015 and 2014

Supplemental Statements of Activities by Function for the years ended
August 31, 2015 and 2014

Supplemental Statements of Cash Flows for the years ended August 31, 2015 and 2014
Schedules of Expenses for the years ended August 31, 2015 and 2014

Schedules of Capital Assets as of August 31, 2015 and 2014

Budgetary Comparison Schedule for the year ended August 31, 2015

Schedule of Expenditures of Federal Awards for the year ended August 31, 2015

Notes to Schedule of Expenditures of Federal Awards for the year ended August 31, 2015

Independent Auditors’ 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 Auditors’ Report on Compliance for Each Major Federal Program and
Report on Internal Control Over Compliance Required by OMB Circular A-133

Schedule of Findings and Questioned Costs for the year ended August 31, 2015

Page

16
18
19
20
22

24

25

27

29




Blazek & Vetterling

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

To the Board of Directors of
Leadership Education Foundation — Arrow Academy:

Report on the Financial Statements

We have audited the accompanying financial statements of Leadership Education Foundation — Arrow
Academy (Arrow Academy), which comprise the statements of financial position as of August 31, 2015
and 2014 and the related statements of activities and of cash flows for the years then ended, 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 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
our audits 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 auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 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 opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Arrow Academy as of August 31, 2015 and 2014 and the changes in its net assets
and its cash flows for the years then ended in accordance with accounting principles generally accepted in
the United States of America.

2900 Weslayan, Suite 200  Houston, Texas 77027-5132  (713) 439-5757 Fax (713) 439-5758
1=



Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying supplementary information on pages 11 through 21 is presented for purposes of
additional analysis as required by the Texas Education Agency and is not a required part of the financial
statements. The accompanying supplementary information included in the schedule of expenditures of
federal awards for the year ended August 31, 2015 as required by Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, is also presented for
purposes of additional analysis and is not a required part of the financial statements. Such information is
the responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation to the
financial statements as a whole.

Report Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 21,
2016 on our consideration of Arrow Academy’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Arrow Academy’s internal control over
financial reporting and compliance.

z%?zéé%d‘u@%

January 21, 2016



Leadership Education Foundation — Arrow Academy

Statements of Financial Position as of August 31, 2015 and 2014

2015 2014
ASSETS
Current assets:
Cash $ 1,551,470 1,281,885
Government grants and other receivables 753,401 900,323
Prepaid expenses and other assets 152,216 148.705
Total current assets 2,457,087 2,330,913
Other assets 90,500 104,000
Furniture and equipment, net (Note 2) 494.996 770.816
TOTAL ASSETS $ 3,042,583 3,205,729
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable and accrued expenses § 117,307 362,200
Accrued payroll expenses 300,211 319,220
Payable to affiliates (Note 3) 65,551 315,874
Current portion of notes payable (Note 4) 30,763 292,266
Total current liabilities 513,832 1,289,560
Notes payable (Note 4) 30915
Total liabilities 513.832 1.320.475
Commitments (Note 7)
Unrestricted net assets (Note 5) 2,528,751 1,885,254
TOTAL LIABILITIES AND NET ASSETS $ 3.042.583 3,205,729

See accompanying notes to financial statements.




Leadership Education Foundation — Arrow Academy

Statement of Activities for the vear ended August 31, 2015

REVENUE:

Government grants (Note 6)
Contributions
Food service and other fees

Total revenue

Net assets released from restrictions:

Program expenditures

Total

EXPENSES:

Program expenses:
Instructional
Auxiliary services

Total program expenses

General and administrative
Fundraising

Total expenses
CHANGES IN NET ASSETS
Net assets, beginning of year

Net assets, end of year

See accompanying notes to financial statements.

TEMPORARILY
UNRESTRICTED RESTRICTED TOTAL
$ 8,436,727 $ 8,436,727
1,031,221 $ 100,000 1,131,221
91,807 91.807
9,559,755 100,000 9,659,755
100,000 (100,000)
9.659.755 0 9.659.755
7,485,543 7,485,543
811,490 811.490
8,297,033 8,297,033
608,750 608,750
110.475 110.475
9.016,258 9.016.258
643,497 0 643,497
1.885.254 0 1,885,254
$ 2528751 $ 0 $2.528751




Leadership Education Foundation — Arrow Academy

Statement of Activities for the vear ended August 31, 2014

REVENUE:

Government grants (Note 6)
Contributions
Food service and other fees

Total revenue

Net assets released from restrictions:

Program expenditures

Total

EXPENSES:

Program expenses:
Instructional
Augxiliary services

Total program expenses

General and administrative
Fundraising

Total expenses
CHANGES IN NET ASSETS
Net assets, beginning of year

Net assets, end of year

See accompanying notes to financial statements.

TEMPORARILY
UNRESTRICTED RESTRICTED TOTAL

$ 8,606,227 $ 8,606,227
211,470 $ 50,000 261,470
33,332 33.332
8,851,029 50,000 8,901,029

154,430 (154.430)
9,005,459 (104.430) 8.901.029
6,467,371 6,467,371
986.015 986,015
7,453,386 7,453,386
566,534 566,534
175,690 175,690
8.195.,610 8.195.,610
809,849 (104,430) 705,419
1,075.405 104.430 1,179,835
$ 1.885.254 $ 0 $ 1,885,254




Leadership Education Foundation — Arrow Academy

Statements of Cash Flows for the vears ended August 31, 2015 and 2014

015 2014

CASH FLOWS FROM OPERATING ACTIVITIES:

Changes in net assets $ 643,497 $ 705,419
Adjustments to reconcile changes in net assets to net cash
provided by operating activities:

Depreciation 330,906 310,356
Changes in operating assets and liabilities:
Government grants and other receivables 146,922 (454,988)
Prepaid expenses and other assets 9,989 (177,803)
Accounts payable and accrued expenses (244,893) 205,938
Accrued payroll expenses (19,009) (13,477)
Payable to affiliates (250,323) 176,686
Net cash provided by operating activities 617.089 752.131

CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for purchases of furniture and equipment (55.086) (152.396)

CASH FLOWS FROM FINANCING ACTIVITIES:

Principal repayments of notes payable (292.418) (279.399)
NET CHANGE IN CASH 269,585 320,336
Cash, beginning of year 1,281.885 961.549
Cash, end of year $ 1551470 § 1,281,885

Supplemental disclosure of cash flow information:
Interest paid $8,630 $21,649

See accompanying notes to financial statements.




Leadership Education Foundation — Arrow Academy

Notes to Financial Statements for the vears ended August 31, 2015 and 2014

NOTE 1 - ORGANIZATION AND SUMMARY OF ACCOUNTING POLICIES

Organization — Leadership Education Foundation — Arrow Academy (Arrow Academy) operates Texas
Open-Enrollment Charter Schools under state charter #021805. The charter is held by Leadership
Education Foundation and is operated under the name Arrow Academy. Seven schools are in operation
located in Houston and Bryan, Texas, serving approximately 830 students from kindergarten through gt
grades for the 2014-2015 school year. Arrow Academy is supported by state and federal grants provided
by the Texas Education Agency and by private contributions.

Federal income tax status — Arrow Academy is exempt from federal income tax under §501(c)(3) of the
Internal Revenue Code and is classified as a public charity under §509(a)(1) and §170(b)(1)(A)(ii).
Arrow Academy files annual federal information returns that are subject to routine examination; however,
there are no examinations for any tax periods currently in progress. Arrow Academy believes it is no
longer subject to examinations of returns for tax years ended before August 31, 2012.

Concentration of credit risk — Cash deposits exceed the federally insured limit per depositor per
institution. Amounts on deposit from federal and state sources that are in excess of the Federal Deposit
Insurance Corporation limit of $250,000 are collateralized by a security agreement with the bank.

Furniture and equipment are reported at cost if purchased or at fair value at the date of gift if donated.
Arrow Academy recognizes depreciation using the straight-line method over the estimated useful lives of
the assets, which range from 4 to 7 years for furniture and equipment. Arrow Academy capitalizes
additions that have an individual cost of more than $5,000, as well as all student laptops and other
technology equipment with aggregate costs of more than $5,000 and/or assets that are required by funding
sources to be capitalized.

Net asset classification — Contributions and the related net assets are classified based on the existence or
absence of donor-imposed restrictions, as follows:

e Unrestricted net assets include those net assets whose use is not restricted by donor-imposed
stipulations even though their use may be limited in other respects such as by contract or board
designation.

e Temporarily restricted net assets include contributions restricted by the donor for specific purposes or
time periods. When a purpose restriction is accomplished or a time restriction ends, temporarily
restricted net assets are released to unrestricted net assets.

Government grants are recognized as revenue in the period in which the services are provided. Amounts
collected in advance are reported as refundable advances.

Contributions are recognized at fair value when an unconditional commitment is received from the donor.
Contributions received with donor stipulations that limit their use are classified as restricted support. In
2015, one donor provided 88% of contribution revenue.

Contributed services and facilities are recognized at fair value when an unconditional commitment is
received from the donor. Contributions of services are recognized when services received (a) create or
enhance nonfinancial assets or (b) require specialized skills, are provided by individuals possessing those
skills, and would typically need to be purchased if not provided by donation.




Food service and other fees are recognized in the period in which services are provided.

Estimates — Management must make estimates and assumptions to prepare financial statements in
accordance with generally accepted accounting principles. These estimates and assumptions affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, the amounts
of reported revenue and expenses, and the allocation of expenses among various functions. Actual results
could vary from the estimates that were used.

NOTE 2 — FURNITURE AND EQUIPMENT

Furniture and equipment are comprised of the following:

2015 2014
Furniture and equipment, at cost $ 1,607,467 $ 1,552,381
Accumulated depreciation (1,112.471) (781.565)
Furniture and equipment, net $ 494996 § 770,816

Texas statutes state that property purchased with funds received by a charter school holder is considered
to be public property for all purposes under state law and is held in trust by the charter school holder for
the benefit of the students of the open enrollment charter school and may be used only for those purposes.

NOTE 3 - AFFILIATE ENTITIES

Arrow Academy, LLC, a Delaware corporation, was formed to provide educational and administrative
services for charter schools. Arrow Academy has entered into an educational and administrative services
agreement with Arrow Academy, LLC with an effective term through August 2016. The management fee
under the agreement is based upon the number of students enrolled in Arrow Academy schools and was
approximately $680,000 for the year ended August 31, 2015 and $740,000 for the year ended August 31,
2014. Additionally, the business services company that ultimately created and controls Arrow Academy,
LLC provided consulting services totaling approximately $70,000 for the year ended August 31, 2015 and
$176,000 for the year ended August 31, 2014.

NOTE 4—-NOTES PAYABLE

Arrow Academy has entered into two notes payable with a bank for the purchase of computer equipment
to be utilized by the students. The notes are collateralized by the equipment purchased. Interest is fixed
at a rate of 4.5% for both notes. Interest expense was approximately $8,630 in 2015 and $21,700 in 2014.
The principal payment of $30,763 at August 31, 2015 is due in 2016.

NOTE 5 - UNRESTRICTED NET ASSETS

Unrestricted net assets consist of the following

2015 2014

State ownership interest:

Property and equipment, net of related liabilities $ 337,693 $ 262,338

School operations 1,161,484 1,362,723
Property and equipment, net of related debt,

purchased with federal awards 122,285 185,297
Undesignated 907,289 74,896
Total unrestricted net assets $ 2528751 § 1.885.254




NOTE 6 - GOVERNMENT GRANTS

Arrow Academy is the recipient of government grants from various federal and state agencies. Arrow
Academy has a charter with the Texas Education Agency which provides significant funding for school
operations. Should the charter not be renewed, a replacement for this source of support may not be
forthcoming and related expenses would not be incurred. Government grants include the following:

2015 2014
State grants:
Texas Education Agency Foundation School Program $ 7,000,978 § 7325918
Textbook and Kindergarten Materials 37,288 129,410
Other state revenue 2.946 2.891
Total state grants 7,050,212 7.458.219
Federal grants:
U. S. Department of Agriculture 436,439 481,717
U. S. Department of Education 950,076 666,291
Total federal grants 1,386,515 1,148,008
Total government grants $ 8436727 § 8.606.227

The grants from government funding sources require fulfillment of certain conditions as set forth in the
grant contracts and are subject to review and audit by the awarding agencies. Such reviews and audits
could result in the discovery of unallowable activities and unallowable costs. Consequently, any of the
funding sources may, at their discretion, request reimbursement for expenses or return of funds as a result
of non-compliance by Arrow Academy with the terms of the contracts. Management believes such
disallowances, if any, would not be material to Arrow Academy’s financial position or changes in net
assets.

NOTE 7 - LEASE COMMITMENTS

Arrow Academy leases facilities and certain equipment under noncancellable operating leases. Future
minimum lease payments are due as follows:

2016 $ 349,074
2017 369,074
2018 136,264
2019 136,264
Total $  990.676

Rental expense was approximately $448,000 and $445,000 in 2015 and 2014, respectively.

NOTE 8 - MULTIEMPLOYER PENSION PLAN

Arrow Academy’s full-time employees participate in the Teacher Retirement System of Texas (TRS), a
public employee retirement system. TRS is a cost-sharing, multiemployer, defined benefit pension plan.




For 2015, plan members contribute 6.7% of their annual covered salary, Arrow Academy contributes
6.8% for new members the first 90 days of employment, and the State of Texas contributes 6.8%.
Additionally, Arrow Academy makes a 1.5% non-OASDI payment on all TRS eligible employees.
Arrow Academy’s contributions do not represent more than 5% of the pension plan’s total contributions.

The risks of participating in a multiemployer, defined benefit plan are different from single-employer
plans because (a) amounts contributed to a multiemployer plan by one employer may be used to provide
benefits to employees of other participating employers and (b) if an employer stops contributing to TRS,
unfunded obligations of TRS may be required to be borne by the remaining employers. There is no
withdrawal penalty for leaving TRS.

The following presents information about the multiemployer pension plan as of August 31, 2015:

CONTRIBUTIONS ~ CONTRIBUTIONS

EIN AND PLAN ACCUMULATED YEAR ENDED YEAR ENDED
NAME OF THE NUMBER, IF TOTAL BENEFIT FUNDED AUGUST 31 R AUGUST 31 N
PENSION FUND AVAILABLE PLAN ASSETS OBLIGATIONS PERCENTAGE 2015 2014
Teacher
Retirement
System of
Texas N/A $157 billion - $159.5 billion 83.25% $187,852  $138,824

NOTE 9 - SUBSEQUENT EVENTS

Management has evaluated subsequent events through January 21, 2016, which is the date that the
financial statements were available for issuance. As a result of this evaluation, no events were identified
that are required to be disclosed or would have a material impact on reported net assets or changes in net
assets.

~10-




Leadership Education Foundation — Arrow Academy

Charter #021805

Supplemental Statements of Financial Position as of August 31, 2015 and 2014

ASSETS

Current assets:
Cash
Government grants and other receivables

Due from Leadership Education Foundation

Prepaid expenses and other assets
Total current assets

Furniture and equipment, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable and accrued expenses
Accrued payroll expenses
Payable to affiliates
Current portion of notes payable

Total current liabilities
Notes payable

Total liabilities
Unrestricted net assets

TOTAL LIABILITIES AND NET ASSETS

2015 2014
$ 634316 $§ 929,322
753,401 900,323
133,978 155,748
138,716 135.205
1,660,411 2,120,598
494.996 770.816
$ 2155407 § 2891414
$§ 117,307 $ 362,200
300,211 319,220
65,551 73,423
30,763 292,266
513,832 1,047,109
30.915
513,832 1,078,024
1,641,575 1,813,390
$ 2155407 § 2,891.414

~11=




Leadership Education Foundation — Arrow Academy

Leadership Education Foundation (The Charter Holder)
Supplemental Statements of Financial Position as of August 31,2015 and 2014

2015 2014
ASSETS
Current assets:
Cash - $ 917,154 $ 352,563
Prepaid expenses and other assets 13,500 13,500
Total current assets 930,654 366,063
Other assets 90,500 104,000
TOTAL ASSETS $ 1,021,154 $ 470,063
LIABILITIES AND NET ASSETS
Current liabilities:
Due to Charter #021805 $ 133,978 $§ 155,748
Payable to affiliates 242451
Total liabilities 133.978 398,199
Net assets:
Unrestricted 887.176 71,864
Total net assets 887.176 71.864
TOTAL LIABILITIES AND NET ASSETS $ 1.021.154 $ 470,063

12—
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Leadership Education Foundation — Arrow Academy

Charter #021805
Supplemental Statements of Cash Flows for the years ended August 31, 2015 and 2014

2015 014

CASH FLOWS FROM OPERATING ACTIVITIES:

Changes in net assets $ (171,815 $ 780,780
Adjustments to reconcile changes in net assets to net cash
provided by operating activities:
Depreciation 330,906 310,356
Changes in operating assets and liabilities:
Government grants and other receivables 146,922 (454,988)
Due from (to) Leadership Education Foundation 21,770 (155,748)
Prepaid expenses and other assets (3,511) (60,303)
Accounts payable and accrued expenses (244,893) 205,938
Accrued payroll expenses (19,009) (13,477)
Payable to affiliates (7.872) 996
Net cash provided by operating activities 52,498 613.554
CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for purchases of furniture and equipment (55.086) (152.396)
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal repayments of notes payable (292.418) (279.399)
NET CHANGE IN CASH (295,006) 181,759
Cash, beginning of year 929,322 747.563
Cash, end of year § 634316 $ 929322
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Leadership Education Foundation — Arrow Academy

Leadership Education Foundation (The Charter Holder)

Supplemental Statements of Cash Flows for the yvears ended August 31, 2015 and 2014

CASH FLOWS FROM OPERATING ACTIVITIES:

Changes in net assets
Adjustments to reconcile changes in net assets to net cash
provided by operating activities:
Changes in operating assets and liabilities:
Due from (to) Charter #021805
Prepaid expenses and other assets
Payable to affiliates

Net cash provided by operating activities
NET CHANGE IN CASH
Cash, beginning of year

Cash, end of year

2015 2014
$ 815312 §  (75.361)
(21,770) 155,748
13,500 (117,500)
(242.451) 175,690
564.591 138,577
564,591 138,577
352.563 213,986
§ 917,154 § 352,563
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Leadership Education Foundation — Arrow Academy

Charter #021805
Schedules of Expenses for the vears ended August 31, 2015 and 2014

6100
6200
6300
6400
6500

Total

Payroll costs

Professional and contracted services
Supplies and materials

Other operating costs

Interest expense

2015 2014
$ 5760979 $ 4,510,177
2,270,217 2,360,597
413,022 678,724
507,336 443,380
8.630 21,649
$ 8960184 $ 8.014.527
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Leadership Education Foundation — Arrow Academy

Charter #021805
Schedules of Capital Assets as of August 31, 2015 and 2014

1110
1549
1570

Total

1110
1549
1570

Total

Cash
Furniture and equipment
Accumulated depreciation

Cash
Furniture and equipment
Accumulated depreciation

2015
OWNERSHIP INTEREST
LOCAL STATE FEDERAL TOTAL
$ 634,316 $ 634,316
$ 6,660 1,257,893 § 342914 1,607,467
(2.,405) (889.437) (220.629) _(1.112.471)
$ 4255 $1.002772 § 122285 $1,129.312
2014
OWNERSHIP INTEREST
LOCAL STATE FEDERAL TOTAL
' $ 929,322 $ 929,322
$ 6,660 1,202,807 § 342,914 1,552,381
(740) (623.,208) (157.617) (781.565)
$ 5920 $1.508921 § 185297 § 1,700,138

—19—




(panuyuod)
(989°569) 69¢°88L'8 SSOv8Y6 8857°800°01 ANUIAJI [B10],
(198°Sy¥) S1S98¢°1 9LETEST €9L°LLS'T anudAds wesgoxd [esepay [el0 ]
(T98°S¥v¥) SI1S98¢C1 9LETE]'] €9L°LLS'T Aoua3y uoneonpy sexa], Jo djels
oy} Aq paInqLUSIp anuUdAdI [RIOPS] (765
:onuaAal wetdoud [eiopa,|
(€81°C8) TIT0S0°L S697TEIL I¥8°C16°L anudAal wes3oid dess [elo],
(69T°€w) vEC O £07°¢8 cor'es Koualy uoneonpy sexa],
Aq pangunsip anuaaal weadold aje1s 78S
(F1€°6€) 8L6°600°L T6T6V0°L 8EVTEY'L ANUASY 10V WeI301d [00YdS uonepunof 08
:onuaAal weidoad sreig
@veLoD Th9'ISeE 786°81S 786 7IS Moddns jedof [e30],
898°¢C 899°8Y 008°tC 008'+C Surstdioue/wNMoLINg-0)  OSLS
(o1z’161)  $ vL6TOE  $ 816y  $ v81°067  $ $90IN0S [BI0] WOLJ SNUSAL IOYIO  OPLS
:uoddns jeoo]
HANAATA
IFoang SINNOWY TVNIA TVNIDIIO
TVNId WO TVALDV SINNOWYV a41395dnd
HONVIIVA

C10C "1 ¢ 1SN3NY papuo Jeak ayl 10 o[npeydS uosedwo)) A1edspng
S08120# Jo1ey)

AWdpeIy Moaay — uonjepunoy uonednpy diysiopeary



TELLOY $ SLSTFOT SZETAREE LV69LLT $
06€€I8T 06€°€I8T 06€°€I8T
TELLOY (s181Lm) (LS 6£9) (£¥¥°9¢)
(8T¥€oT° D) 78170968 Z09°€CT 0T T€0°SY001
(8LLY) 72209 000759 000709
(0L£9) 0£9°8 000°S1 000°S1
(L6T°S) €OL 11 000°L1 000°C1
(908°11) v61°8S 000°0L 870°6S
(Ls6°€11) SYTLS6 00T 1LO°T 0ST°L10°1
(9¢6°8%) Z0L'L09 8£9°969 8€9°9TL
(£80°220) 9¢S V19 619°9¢8 [LLY68
(z0©) 8Pl 0SL°1
(sL6°1) ST0°€ 000°S 0561
(Pe811) TL89¢ 90L°8Y 8162
(9%$v9) TLLIS6 81€910°1 £98°956
(Z9L°9) 068°01 75971 91€€1T
(600°55¢€) 0STIIL 6S7°990°1 88¢°198
(€9L°T1€) L69°9T6 Y 091°6€T°S 6LLL6ISS
1abang SINNOAV TVNId IVNIDIRNO
TVNIA INO¥A IVNLOV SINNOWY ad1dHdnd

ONVIIVA

Jeak Jo pua ‘sjasse 10N

Jeok Jo uluuidaq ‘sjasse JON

SIHSSV LdN NI SHONVHO

sasuadxa [e10],

Sursrerpuny 18
901AIAS 190 1L
S9OIAIRS AJIUNWWIO)) 19
$901AJ9s Furssaooad e €S
suorjesado pue souBUIUIRW JUR]] 1S
UonRNSIUIWUpE [BIOUSD) 1R 2
SOOIAIAS POO,] S¢
uorneyiodsues) Juapnis y€
S901AJOS UI[edH €¢
SQOIAIOS UONEN[BAD pUE SUI[asUnod 3duepIinn 1€
diysiopea] jooyds €T
diysiopesy [euononysuy 12
juswdo[aAap JJeis
reuononisul pue Juswdo[oAdp wnnouInD €1
uononysu| 11
‘SHSNAdXH

(Daritijin0o)

CTOZ "L € 1Sndny popus Jedk dy) J0j 9[npayos uosHeduio)) Alejospng

S081¢C0# 191y

AWdPRIY MoLIY — uonepuno,g uonednpy diysiped|



Leadership Education Foundation — Arrow Academy

Schedule of Expenditures of Federal Awards for the vear ended August 31, 2015

FEDERAL GRANTOR
Pass-through Grantor CFDA Grant
Program Title & Period Number Number

U. S. DEPARTMENT OF AGRICULTURE

Passed through Texas Education Agency:

(A)
(A)
(A)
(A)

#1

#2

#3

#4

School Breakfast Program

10/01/13 —09/30/14 10.553 71401401
School Breakfast Program

10/01/14 —09/30/15 10.553 71401501
National School Lunch Program

10/01/13 —09/30/14 10.555 71301401
National School Lunch Program

10/01/14 - 09/30/15 10.555 71301501

Passed through The Healthy Lunchbox:
(A) #5 National School Lunch Program (Food Commodities)

07/01/14 — 06/30/15 10.555 N/A

Total U. S. Department of Agriculture

U. S. DEPARTMENT OF EDUCATION

Passed through Texas Education Agency:

#6

#7

#8

#9

#10

#11

#12

#13

#14

Title I, Part A, Grants to Local Educational Agencies
08/15/13 —09/30/14 84.010 14-610101-021805
Title I, Part A, Grants to Local Educational Agencies
07/22/14 —09/30/15 84.010 15-610101-021805
Title I, 1003(a), Grants to Local Educational Agencies,
Priority and Focus School Grants

03/19/14 — 09/30/14 84.010 14-610112-021805
Title 1, 1003(a), Grants to Local Educational Agencies,
Priority and Focus School Grants

10/14/14 —09/30/15 84.010 15-610112-021805
Grants to States (IDEA-B), Special Education

07/22/14 — 09/30/15 84.027 15-660001-021805
Grants to States (IDEA-B), Special Education

07/22/14 — 09/30/15 84.027 15-660002-021805
Title II, Part A, Improving Teacher Quality State Grants
08/15/13 — 09/30/14 84.367 14-694501-021805
Title II, Part A, Improving Teacher Quality State Grants
07/22/14 —09/30/15 84.367 15-694501-021805
Title VI, Part A, Grants for State Assessments and
Related Activities

09/01/14 - 08/31/15 84.369 15-695514-021805

20

Award

Amount Revenue Expenses
N/A $ 14,096 $§ 14,096
N/A 93,058 93,058
N/A 36,621 36,621
N/A 260,950 260,950
N/A 31,714 31,714
436,439 436,439

$275,132 15,390 15,390
$312,998 287,155 287,155
$664,000 57,365 57,365
$893,504 521,783 521,783
$12,637 12,637 12,637
$9.875 9,875 9,875
$50,943 8,720 8,720
$50,671 25,193 25,193
$2,226 2,226 2,226
(continued)




Leadership Education Foundation — Arrow Academy

Schedule of Expenditures of Federal Awards for the year ended August 31, 2015 (continued)
FEDERAL GRANTOR

Pass-through Grantor CFDA Grant Award

Program Title & Period Number Number Amount Revenue Expenses

U. S. DEPARTMENT OF EDUCATION (continued)

Passed through Region VI Educational Service Center:
#15 Title 111, Part A, English Language Acquisition State Grants

09/01/14 — 09/30/15 84.365 15-671001-236950 $9,732 9.732 9.732
Total U. S. Department of Education 950,076 950,076
TOTAL FEDERAL AWARDS $1,386,515 $1,386,515

(A) Child Nutrition Cluster

See accompanying notes to schedule of expenditures of federal awards.
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Leadership Education Foundation — Arrow Academy

Notes to Schedule of Expenditures of Federal Awards for the year ended August 31, 2015

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation — The schedule of expenditures of federal awards is prepared on the accrual basis of
accounting. Allowable expenses include only amounts paid with federal funds. The information in this
schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. Allowable expenses are determined according to the
standards of Office of Management and Budget Circular A-87, Cost Principles for State and Local
Governments, and are recognized in Arrow Academy’s financial statements in conformity with generally
accepted accounting principles.

NOTE 2 - SUMMARY BY CFDA NUMBER

Federal funds expended by Arrow Academy, by CFDA number or CFDA cluster are summarized as
follows:

CFDA Number(s) Name of Program or Cluster Amount
10.553, 10.555 Child Nutrition Cluster $ 436,439
84.010 Title I, Part A, Grants to Local Educational Agencies 881,693
84.027 Grants to States (IDEA-B) 22,512
84.365 Title 111, Part A, English Language Acquisition State Grants 9,732
84.367 Title II, Part A, Improving Teacher Quality State Grants 33,913
84.369 Title VI, Part A, Grants for State Assessments and Related

Activities 2.226
Total $ 1,386,515
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Blazek & Vetterling

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ 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

To the Board of Directors of
Leadership Education Foundation — Arrow Academy:

We have audited, in accordance with the 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 financial statements of Leadership Education
Foundation — Arrow Academy (Arrow Academy), which comprise the statement of financial position as
of August 31, 2015 and the related statements of activities and of cash flows for the year then ended, and
the related notes to the financial statements and have issued our report thereon dated January 21, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Arrow 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 opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of Arrow Academy’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Arrow 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 entity’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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Arrow 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

2900 Weslayan, Suite 200  Houston, Texas 77027-5132  (713) 439-5757 Fax (713) 439-5758
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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 entity’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 entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

5@%¢W%

January 21, 2016
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Blazek & Vetterling

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report on Compliance for Each Major
Federal Program and Report on Internal Control Over
Compliance Required by OMB Circular A-133

To the Board of Directors of
Leadership Education Foundation — Arrow Academy:

Report on Compliance for Each Major Federal Program

We have audited Leadership Education Foundation — Arrow Academy’s (Arrow Academy) compliance
with the types of compliance requirements described in the OMB Compliance Supplement that could have
a direct and material effect on each of Arrow Academy’s major federal programs for the year ended
August 31, 2015. Arrow Academy’s major federal programs are identified in the summary of auditors’
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of Arrow Academy’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about Arrow Academy’s
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of Arrow Academy’s
compliance.

Opinion on Each Major Federal Program
In our opinion, Arrow Academy complied, in all material respects, with the compliance requirements

referred to above that could have a direct and material effect on each of its major federal programs for the
year ended August 31, 2015.

2900 Weslayan, Suite 200  Houston, Texas 77027-5132  (713) 439-5757 Fax (713) 439-5758
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Report on Internal Control Over Compliance

Management of Arrow Academy is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered Arrow Academy’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal program
to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of Arrow Academy’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

gk ¢ tittnling

January 21, 2016
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Leadership Education Foundation — Arrow Academy

Schedule of Findings and Questioned Costs for the yvear ended August 31, 2015

Section I — Summary of Auditors’ Results
Financial Statements
Type of auditors’ report issued: X unmodified [] qualified

Internal control over financial reporting:
e Material weakness(es) identified?
e Significant deficiencies identified that
are not considered to be material weakness(es)?

Noncompliance material to the financial statements noted?
Federal Awards

Internal control over major programs:

e  Material weakness(es) identified?

e Significant deficiencies identified that are not
considered to be material weakness(es)?

Type of auditors’ report issued
on compliance for major programs: Xl unmodified [ ] qualified

Any audit findings disclosed that are required to be
reported in accordance with §.510(a) of Circular A-1337

Identification of major programs:

CFDA Number(s) Name of Program or Cluster

Child Nutrition Cluster:
10.553 National School Breakfast Program
10.555 National School Lunch Program

[ ] adverse

[] yes

[] yes
L] yes

L] yes
L] yes

[ ] adverse

[ yes

Dollar threshold used to distinguish between Type A and Type B programs:

Auditee qualified as a low-risk auditee?

Section II — Financial Statement Findings

D yes

[] disclaimer

X no
X none reported
no

X no

X none reported
[] disclaimer

X no

$300,000
[] no

There were no findings related to the financial statements which are required to be reported in accordance

with Government Auditing Standards.

Section III — Federal Award Findings and Questioned Costs

There were no findings for federal awards required to be reported in accordance with §.510(a) of OMB

Circular A-133.
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