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Richard Milbum Academy/TX, Inc.
(Federal Employer Identification Number: 06-1585988)
Certificate of Board

We, the undersigned, certify that the attached Annual Financial and Compliance Report of Richard Milburn

Academy/TX, Inc. was reviewed and (check one) approved disapproved for the year
ended August 31, 2013, at a meeting of the governing body of the charter school on the day of
February , 2014,

Signature of Board Secretary Signature of Board President
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CERTIFIED PUBLIC ACCOUNTANTS TEMPLE, TEXAS 76503 FAX 254/778/4792
Member of

Ametican Institute & Texas Society of

KILLEEN * COPPERAS COVE + TEMPLE Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Richard Milburn Academy/TX, Inc.
McQueency, Texas

We have audited the accompanying statements of financial position of Richard Milburn Academy/TX, Inc.
(non-profit organization) (the “charter holder™) as of Angust 31, 2013 and 2012, and the related statements
of activities and cash flows for the years then ended, and the related notes to the financijal statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial staternents in
accordance with accounting principles 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. Their responsibility includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstaterent, whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the 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
opinion.

' Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Richard Milburm Academy/TX, Inc., as of August 31, 2013, 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.

Prior Period Financial Statements

The financial statements of Richard Milburn Academy/TX, Inc. as of August 31, 2012, were audited by
other auditors whose report dated January 25, 2013, expressed an unmodified opinion on those statements.



Other Matters

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the financial statements.
The specific-purpose financial statements and schedules as listed in the table of contents are presented for
purposes of additional analysis and are also not a required part of the financial statements.

The accompanying schedule of expenditures of federal awards and specific purpose financial statements
and schedules are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information,
except for that portion marked “unaudited” on which we express no opinion, 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 accompanying schedule of expenditures of federal awards and the specific-
purpose financial statements and schedules are fairly stated in all material respects in relation to the
financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 14,
2014, on our consideration of Richard Milbum Academy/TX, Inc.’s intermal control over financial
reporting and 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
controls 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 and should be considered in
assessing the results of our audit.

Temple, Texas
February 14, 2014
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RICHARD MILBURN ACADEMY/TX, INC.

STATEMENT OF FINANCIAL POSITION
AUGUST 31, 2013 and 2012

Assels
Current Assets
Cash and cash equivalents
Due from other govermments

Prepaid Assets
Total current assets

Fixed Assets
Building

Fumniture and equipment

Less: Accumulated depreciation

Other Assets

Total Assets

Liabilities and Net_Assets

Current Liabilities

Accounts payable

Accrued payroll

Total corrent liabilities

Total Liabilities
Net Assets

Unrestricted

Temporarily restricted

Total Net Assets

Total Liabilities and Net Assets

The accompanying notes to the financial statements are an integral part of this statement.

2013 2012
$ 654,324 $ 1,255,028
430,968 294,578
131,304 92,760
1,216,596 1,642,366
150,983 150,983
513,091 513,091
664,074 664,074
(612,260) (525,132)
51,814 138,942
86,863 82,765
$ 1,355,273 $ 1,864,073
$ 1,100,979 $ 1,000,884
253,364 186,193
1,354,343 1,187,077
1,354,343 1,187,077
930 (28.214)
- 705,210
930 676,996
$ 1,355,273 $ 1,864,073




RICHARD MILBURN ACADEMY/TX, INC.
STATEMENT OF ACTIVITIES

FOR THE YEARS ENDED AUGUST 31, 2013 AND 2012

Revenues and Other Support
Local support:
Interest and other income
Total local support

State program revenues:
Foundation school program
Technology Allotment
Other state aid
Total state program revenues

Federal program revenues
ESEA Title I, Part A
ESEA Title I1, Part A
ESEA School Improvement Plan
IDEA, Part B
State Fiscal Stabilization Funds
Education Jobs Funds
Total federal state program revenues

Net assets released from restrictions;
Restrictions satisfied by payments

Total Revenues and net assets
released from restrictions
Expenses
Program Services:
Instruction and instructional - related
services
Tnstructional and school leadership
Support Services:
Administrative support services
Ancillary services
Support services-non-student based
Support services-student {pupil}

Total Expenses

Change m Net Assets
Net Assets, beginning of year

Net Assets, end of year

Temporarily Totals
Unrestricted Restricted 2013 2012

§ 68,139 $ - $ 68,139 § 36070
68,139 - 68,1390 36,070

- 7,575,074 7,575,074 7625224

- 1,195 1,195 1,195

- 7,576,269 7,376,269 7,626,419

- 351,468 351,468 198,983

- 27,597 27,597 49,117

- 330,464 330,464 646,159

- 11,227 11,227 89,543

- - - 7,210

- - - 1,736

- 720,756 720,756 992,748

9002235 (9,002,233) - -
$9.070,374 $ (705.210) § 8,365,164 $8,655237
4,040,375 - 4,040,375 3,965,804
1,151,120 - 1,151,120 1,072,957
2,008,469 - 2,008,469 1,990,292

18,032 - 18,032 -

1,238,779 - 1,238,779 1,389,373
584,455 - 584,455 610,870
$9.041,230 $ - $ 9,041,230 $9,029,296
29144 (705,210) (676,066) (374,059)
(28,214) 705,210 676,996 1,051,055

$ 930 $ - $ 930 $ 676,996

The accompanying notes to the financial statements are an integral part of this statement.



RICHARD MILBURN ACADEMY/TX, INC.
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED» AUGUST 31, 2013 AND 2012

2013 2012
Cash flows from operating activities:
Foundation school program payments 5 7.572,171 7,695,642
Grant payments 720,786 1,397,564
Miscellaneous sources 08,139 36,070
Payments to vendors for goods and services rendered (4,224,856} (4,437,569)
Payments to charier school personnel for services rendered (4,736,944) (4,340,663)
Net cash (used)/provided by operating activilies (600,704) 350,642
Cash flows from invesfing activities:
Purchase of capital assets - (86,106)
Net cash (wsed)/provided by investing activities - (86,106)
Net increase (decrease) in cash (600,704) 264,536
Cash at beginning of year 1,255,028 990,492
Cash at ending of year 3 654,324 1,255,028
Reconciliation of change in net assets to net cash
provided by operating acfivities:
Change in Net Assets b (676,066) (374,059)
Adjustments to reconcile change in netl assets to net
cash provided by operating activities:
Depreciation 87,128 109,971
(Increase) Decrease in assels:
Due from povernmental agencies (136,390) 479,724
Prepaid assets (38,544) (19.%09)
Other assets (4,098) 6,283
Increase (Decrease) in liabilities;
Accounts payable and accrued expenses 100,095 137,803
Accrued payroll 67,171 15,612
Due to governmental apencies - (5,685)
Net cash provided by operating activities 5 (600,704) 350,642
Noncash Investing Activities
Purchases of capital assets with accounts payable 3 - 17,501

The accompanying notes to the financial statements are an mtegral part of this statement



RICHARD MILBURN ACADEMY/TX, INC.
NOTES TO FINANCIAL STATEMENTS
ATGUST 31, 2013

Note 1: Summary of Significant Accounting Policies

The general-purpose financial statements of Richard Milburmn Academy TX, Inc. (the organization) were
prepared in conformity with accounting principles generally accepted in the United States. The Financial
Accounting Standards Board is the accepted standard setting body for establishing not-for-profit accounting
and financial reporting principles.

Reporting Entity

Richard Milburn Academy/TX, Inc. (the “charter holder”) incorporated in the State of Texas in 2000, It is
a not-for-profit organization exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code. The organization is govemed by a Board of Directors comprised of four members. The
Board of Directors is selected pursuant fo the bylaws of the organization and has the authority to make
decisions, appoint the chief executive officer of the organization, and significantly influence operations.
The Board of Directors has the primary accountability for the fiscal affairs of the organization.

Since the organization received funding from local, state, and federal government sources, it must comply
with the requirements of the entities providing those funds.

Corporate Operations

The organization provides general education services for students in grades nine through twelve in three
individual charter schools in Texas. Three of the individual charter schools operate under a single charter
of the Organization’s Ector County. Each individual school operates under an open enrollment charter
granted by the Texas State Board of Education. One charter was renewed for a period of ten years, which
ends July 31, 2015, and is subject to review and renewal prior to the expiration date of the charter. The
remaining charters have submitted an application for renewal and the existing charters will not expire until
the Texas Education Agency (“TEA”) has made a decision regarding the applications. The organization is
part of the public school system of the State of Texas and, therefore, is entitled to distributions from the
Foundation School Program, as well as other state grants and federal grants received through the State of
Texas. However, the organization does not have the authority to impose taxes.

Basis of Accounting and Presentation

The accompanying general-purpose financial statements have been prepared using the accrval basis of
accounting in accordance with generally accepted accounting principles.

Financial statement presentation follows the recommendations of the Financial Accounting Standards
Board (FASB) in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements
of Not-for-Profit Organizations. Under those provisions, net assets and revenues, expenses, gains, and
losses are classified based on the existence and nature or absence of donor-imposed restrictions. Restricted
revenues whose restrictions are met in the same year as received are shown as unrestricted revenues.
Accordingly, net assets of the organization and changes therein are classified and reported as follows:

Unrestricted —net assets that are not subject to donor-imposed stipulations.

Temporarily restricted — net assets subject to donor-imposed stipulations that may or will be met,
either by actions of the organization and/or the passage of time. When a restriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions. There were no temporarily restricted
assets as of August 31, 2013.



RICHARD MILBURN ACADEMY/TX, INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31,2013

Note 1: Summary of Significant Accounting Policies (Continued)

Permanently restricted — net assets required to be maintained in perpefuity with only the income to
be used for the charter school’s activities due to donor-imposed restrictions. There were no
permanently restricted assets as of August 31, 2013.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly actual results could differ from those estimates.

Contributions

The organization accounts for contributions in accordance with the Statement of Financial Accounting
Standards (SFAS) No. 116, Accourting for Contributions Received and Contributions Made. In
accordance with SFAS No. 116, contributions are recorded as unrestricted, temporarily restricted, or
permanently restricted support, depending on the existence and/or nature of any donor restrictions.

Support that is restricted by the donor is reported as an increase in temporarily restricted or permanently
restricted net assets in the reporting period in which the support is recognized. When a restriction expires,
temporarily resiricted net assets are reclassified to unrestricted net assets and reported in the statement of
activities as net assets released from restrictions.

Cash and Cash Equivalents

For financial statement purposes, the organization considers all highly liquid investment instruments with
an original maturity of three months or less to be cash equivalents.

Capital Assets

Capital assets, which include buildings and improvements, furniture and equipment, vehicles, and other
personal property, are reported in the general-purpose and specific-purpose financial statements. Capital
assets are defined by the organization as assets with an estimated useful live of more than one year. Such
assets are recorded at historical cost and are depreciated over the estimated useful lives of the assets, which
range from three to five vears, using the straight-line method of depreciation. Expenditures for additions,
major renewals, and betterments are capitalized, and maintenance and repairs are charged to expense as
incurred. Donations of assets are recorded as direct additions to net assets at fair value at the date of
donation, which is then treated as cost.

Note 2: Due From Governmental Agencies

Due from governmental agencies in the accompanying statements of financial position include
approximately $171,000 and $82,000 in funds due from federal agencies and approximately $189,000 and
$213,000 due from TEA as of August 31, 2013 and 2012, respectively. Based on the collectability of funds
from these sources, in the opinion of management, an allowance for doubtful accounts is not considered
necessary. ‘



RICHARD MILBURN ACADEMY/TX, INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2013

Note 3: Capital Assets

Capital assets at August 31, 2013 and 2012 were as follows:

2013 2012
Buildings and improvements $ 150,983 $ 150,983
Furniture, fixtures and equipment 513,091 513,091
Total property and equipment 664,074 644,074
Less accumulated depreciation (612,260) (525,132)
Property and equipment, net § 51,814 $ 138,942

Capital assets acquired with public funds received by the organization for the operation of Richard Milburn
Academy/TX, Inc. constitute public property pursuant to Chapter 12 of the Texas Education Code. These
agsets are specifically identified on the Schedule of Capital Assets.

Depreciation expense for the fiscal years ended Aungust 31, 2013 and 2012 was approximately $87,000 and
$110,000, respectively.

Note 4: Pension Plan Obligations

Plan Description

The organization contributes to the Teacher Retirement System of Texas (TRS), a cost-sharing, multiple-
employer defined benefit pension plan with one exception; all risks and cosis are not shared by the
organization, but are the liability of the State of Texas. TRS administers retirement and disability annuities,
and death and survivor benefits to employees and beneficiaries of employees. It operates primarily under
the provisions of the Texas Constifution, Article XVI, Sec. 67, and Texas Government code, Title 8,
Chapters 803 and 805, respectively. The Texas state legislature has the authority to establish and amend
benefit provisions of the pension plan and may, under certain circumstances, grant special authority to the
TRS Board of Trustees. TRS issues a publicly available financial report that includes financial statements
and required supplementary information for the defined benefit plan. That report may be obtained by
writing to the TRS Communication Department, 1000 Red River, Austin, Texas 78701 or by calling the
TRS Communications Department at (800)223-8778, or by downloading the report from the TRS Internet
website, www.trs.state.tx.us, under the TRS Publications Heading.

Covered Employees

All organization employees, who are employed for % or more of the standard work load and who are not
exempted from membership under Texas Government Code, Title 8, Subtitle C Sec. 822.022, are covered
by TRS membership.

Service Requirement

1. Normal — age 65 with 5 years of credited service, or when the sum of member’s age and years of
credited service equals or exceeds 80 years.

2. Reduced — age 55 with at least 5 years of credited service, or any age below 50 with 30 or more
years of credited service.

A member is fully vested after 5 years of creditable services and entitled to any benefit for which eligibility
requirements have been met.



RICHARD MILBURN ACADEMY/TX, INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2013

Funding Policy

Contribution requirements are not actuarially determined but are established and amended by the Texas
state legislature. The state funding policy is as follows: (1) the state constitution requires the legislature to
establish a member centribution rate of not less than 6.0% of the member’s annual compensation and a
state contribution rate of not less than 6.0% and not more than 10% of the aggregate annual compensation
of all members of the system; (2) a state statute prohibits benefit improvements or contribution reductions
if, as a result of a particular action, the time required to amortize TRS® unfunded actuarial liabilities would
be increased to a period that exceeds 31 years, or, if the amortization period already exceeds 31 years, the
period would be increased by such action. State law provides for a member contribution rate of 6.4% for
fiscal year 2013, 2012 and 2011, and a state contribution rate for fiscal years 2013, 2012 and 2011 for
6.0%, 6.0% and 6.644%, respectively. The charter school’s employees’ contributions to the System for the
years ending August 31, 2013, and 2012 were approximately $115,000, and $66,000, respectively, equal to
the required contributions for each year.

Note 5. Related Party Transactions

During the routine course of business, invoices and payroll, which apply to both the Organization and other
related entities or schools, may be paid by a single entity creating a receivable or payable. The
Organization tracks the amounts due to or from each related entity or school separately. Amount due to
related parties as of August 31, 2013 is approximately $255,000, and is included in accounts payable in the
accompanying statements of financial position.

Note 6: Risk Maﬁagement Program

Worker’s compensation coverage, employee health, general liability, professional liability and property
coverage are being provided through purchased commercial insurance with minjimum deductibles for each
line of coverage. Settled claims resulting from these risks have historically not exceeded commercial
coverage.

Note 7: Commitments and Contingencies

The organization receives funds through state and federal programs that are governed by various statutes
and regulations. Stafe program funding is based primarily on student attendance data submitted to the
Texas Education Agency and is subject to audit and adjustment. Expenses charged to federal programs are
subject to audit and adjustment by the grantor agency. The programs administered by the charter school
have complex compliance requirements, and should state or federal auditors discover areas of
noncompliance, organization funds may be subject to refund if so determined by the Texas Education
Agency or the grantor agency.

Note 8: Leases

Richard Milburn Academy/TX, Inc. leases its facilities under non-cancellable operating leases, which
contain varying remewal options. Approximate aggregate remaining minimum rental commitments as of
August 31, 2013 under these leases are summarized as follows:



RICHARD MILBURN ACADEMY/TX, INC.
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2013

Fiscal Year Ending August 31,

2014 $ 502,745
2015 498,414
2016 358,344
2017 156,000
Total ' $1,515,503

Rent expense for all operating leases for the fiscal years ended August, 31, 2013 and 2012 was
approximately $797,000 and $763,000, respectively.

Note 9: Management Fees

The Organization contracts with a management company for management and administrative services. The
management agreements provide, among other things, for the payment of a management fee calculated
based upon the gross revenues of each individual school within the Organization. The management
agreements were executed following a full and open competition bidding process and were approved by the
Board of Directors. For the fiscal years ended August 31, 2013 and 2012, the Organization has incurred
approximately $1,068,000 and $1,282 000 of management fees, respectively, which are included in general
administration expense in the accompanying statements of activities. Amounts due to the management
company as of August 31, 2013 and 2012 are approximately $229,000 and $557,000, respectively, and are
included in accounts payable and accrued expenses in the accompanying statements of financial position.

Note 10: State Funding

The Organization’s revenue stream is largely dependent upon the general state of the economy and the
amounts allotted to TEA by the state legislature. The allocation by TEA is subject to audii and adjustment
in future years and, as such, all revisions to the allocation after issuance of the financial statements are
adjusted prospectively.
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RICHARD MILBURN ACADEMY TX INC. - FORT WORTH

STATEMENT OF FINANCIAL POSITION

AUGUST 31, 2013 and 2012

Assets
Current Assets
Cash and cash equivalents
Due from other governments
Prepaid Assets

Total current assets

Fixed Assets
Furniture and equipment

Less: Accumulated depreciation

Other Assets

Total Assets

Liabilities and Net Assets

Current Liabilities
Accountis payable
Accrued payroll
Due to affiliates
Total current liabilities

Total Liabilities

Net Assets
Temporarily restricted

Total Net Assets

Total Liabilitics and Net Assets

11

249,377

2013 2012
112,619 189,868
76,958 45,429
59,800 35,324
249,377 270,621
80,013 80,013
80,013 80,013

(80,013) (80,013)
- 5,884
249,377 276,505
47,305 238,214
75,598 26,065
70,029 11,611
193,432 275,890
193,432 275,890
55,945 615
55,945 615
276,505



RICHARD MILBURN ACADEMY TX, INC. -SUBURBAN HOUSTON
STATEMENT OF FINANCIAL POSITION

AUGUST 31, 2013 and 2012

Assets

Current Assets

Cash and cash equivalents
Due from other governments

Prepaid Assets
Total current assets

Fixed Assets
Building
Fumiture and equipinent

Less: Accumulated depreciation

Other Assets

Total Assets

Liabilities and Net Assets

Current Liabilities
Accounts payable
Accrued payroll
Due to affiliates

Total current liabilities

Total Liabilities

Net Assets
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

12

2013 2012
$ 124,491 $ 121,400
3,578 42,334
- 4,601
128,069 168,335
135,425 135,425
141,759 141,759
277,184 277,184
(277,184) (273,712)
- 3472
37,514 59,604
$ 165,583 $ 231,411
$ 428,346 $ 351,173
39,893 35,000
112,378 8,922
580,617 395,095
580,617 395,095
(415,034) (163,684)
(415,034) (163,684)
$ 165,583 $ 231411




RICHARD MILBURN ACADEMY TX, INC. - ECTOR COUNTY

STATEMENT OF FINANCIAL POSITION

AUGUST 31, 2013 and 2012
2013 2012
Assets
Current Assets
Cash and cash equivalents $§ 353,131 $ 940,095
Due from other governments 350,432 206,815
Prepaid Assets 58,118 52,835
Total current assets 761,681 1,199,745
Fixed Assets
Building 150,983 220,208
Furniture and equipment 513,091 443,866
664,074 664,074
Less: Accumulated depreciation {612.260) (531,765)
51,814 132,309
Other Assets 21,933 15,490
Total Assets $ 835428 $ 1,347,544
Liabilities and Net Assets
Current Liabilities
Accounts payable $ 227,488 $ 341,040
Accrued payroli 129,264 124,006
Due to affiliates 118,657 42,433
Total current liabilities 475,409 507.479
Total Liabilities 475,409 507,479
Net Assets
Unrestricted (347,73 7) 132,309 .
Temporarily restricted 707,756 707,756
Total Net Assets 360,019 840,065
Total Liabilities and Net Assets $ 835428 $ 1,347,544

13



RICHARD MILBURN ACADEMY TX, INC. - FORT WORTH
STATEMENT OF ACTIVITIES BY OBJECT AND FUNCTION
FOR THE YEARS ENDED AUGUST 31, 2013 AND 2012

Revennes
Local support:
5740 Other revenues from local sources

State program revenues:
5810 Foundation school program act revenues

Federal program revenues
5920 Federal revenues distributed by the
Texas Education Agency

Net assets released from restrictions:
Restrictions satisfied by payment

Total Revenues and net assets
released from restrictions

Expenses
11 Instruction
12 Instructional resources and media services

13 Curriculum development and instructional staff development

21 Insiructional leadership
23 School leadership

31 Guidance, counseling and evalnation services

32 Social work services

36 Cocurricular/extracurricular activities
41 General administration

51 Plant maintenance and operations

52 Security and monitoring services

53 Data processing services

61 Commumty services

Total Expenses

Chansge in Net Assets
Net Assets, beginning of year

Net Assets, end of year

Temporarily Totals
Unrestricted Restricted 2013 2012

$ 12 $ - $ 12 7
- 1,378,196 1,378,196 1,258,450

- 165,094 165,094 174,399

1,543,905 {1,543,905) - -
1,543,917 (615) 1,543,302 1,432,856
599,610 - 599,610 580,564
6,516 - 6,516 3,408
18,977 - 18,977 93,700
1,206 - 1,206 -
175,128 - 175,128 218,869
106,214 - 106,214 65,360
14,237 14,237 1,062
8.297 - 8,297 12,060
354,069 - 354,069 337,263
174,518 - 174,518 195,883
1,425 - 1,425 867
10,158 - 10,158 16,035
17,617 - 17,617 4373
1,487.972 - 1,487,972 1,549,453
55,945 (615) 55,330 {116,597)

- 615 615 117,212

§ 55945 $ - $ 55,945 615

14



RICHARD MILBURN ACADEMY TX, INC. - SUBURBAN HOUSTON
STATEMENT OF ACTIVITIES BY OBJECT AND FUNCTION
FOR THE YEARS ENDED AUGUST 31, 2013 AND 2012

Revenues
Local support:
5740 Other revenues from local sources

State program revenues:
5810 Foundation school program act revenues

Federal program revenues
5920 Federal revenues distributed by the
Texas Education Agency

Net assets released from restrictions:
Restrictions satisfied by payment

Total Revenues and net assets
released from restrictions
Expenses
11 Instruction
12 Instructional resources and media services

13 Curriculum development and instructional staff development

21 Instructional leadership
23 School leadership

31 Guidance, counseling and evaluation services

32 Social work services

33 Health services

36 Cocurricular/extracurricular activities
41 General administration

51 Plant maintenance and operations

52 Security and monitoring services

53 Data processing services

61 Community services

Total Expenses

Change in Net Assets
Net Assets, beginning of year

Net Assets, end of year
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Temporarily Totals
Unrestricted Restricted 2013 2012
§ 50,090 5 - b 50,090 $ 35,005
- 1,428,810 1,428,810 1,248,333
- 94,231 94,231 264,098
1,523,041 (1,523,041) - -
$ 1,573,131 3 - § 1,573,131 $1.,547436
751,263 - 751,263 688,411
15,412 - 15,412 14,597
16,330 - 16,330 51,389
11,587 - 11,587 10,020
137,621 - 137,621 200,999
82,499 - 82,499 111,092
37,583 37,583 32,205
3,562 - 3,562 3,135
6,821 - 6,821 33,844
478,831 - 478,831 375,234
236914 - 236,914 293 870
34,847 - 34,847 49246
10,796 - 10,796 40,598
415 - 415 -
$ 1,824 181 $ - $ 1,824,481 $1,904,640
(251,350} - (251,350} (357,204)
(163,684) - (163,684) 193,520
$ (415034 3 - $ (415,034) $ {163,684)




RICHARD MILBURN ACADEMY TX, INC. - ECTOR COUNTY
STATEMENT OF ACTIVITIES BY OBJECT AND FUNCTION
FOR THE YEARS ENDED AUGUST 31, 2013 AND 2012

Revenues
Local support:
5740 Other revenues from local sources

State program revenues:
5810 Foundation school program act revenues
5820 State program revenues distributed by
Texas Education Agency
Total state program revenues

Federal program revenues
5520 Federal revenues distributed by the
Texas Education Agency

Net assets released from restrictions:
Restrictions satisfied by payment

Total Revenues and net assets
released from restrictions

Expenses
11 Instruction
12 Instructional resources and media services

13 Curricuium development and instructional staff development

21 [Instructional leadership
23 School leadership

31 Guidance, counseling and evaluation services

32 Social work services

33 Health services

35

36 Cocurricular/extracurricular activities
41 General administration

51 Plant maintenance and operations

52 Security and monitoring services

33 Data processing services

61 Community services

Total Expenses

Change in Net Assets
Net Assets, beginning of vear

Net Assets, end of year
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Temporarily i Totals
Unrestricted Restricted 2013 2012

$ 18,037 $ - $ 18,037 $ 1,058
- 4,768,068 4,768,068 5,118,441
- 1,195 1,195 1,195
- 4,769,263 4,769,263 5,119,636
- 461,431 461,431 554,251
5,938,450 (5,938,450) - -
5,956,487 (707,756) 5,248,731 5,674,945
2,652,105 - 2,652,105 2,249,621
15,469 - 15,469 16,397
179,983 - 179,983 267,717
442 - 442 -
609,846 - 609,846 643,069
244,821 - 244 821 284,107
42,989 - 42,989 34,698
- - - 186

138 - 138 -
37,294 - 37,294 33,112
1,173,569 - 1,175,569 1,257,795
696,729 - 696,729 704,921
21,901 - 21,901 7,531
51,491 - 51,491 76,049
5,728,777 - 5,728,777 5,575,203
227710 (707,756) (480,046) 99,742
132,309 707,756 840,065 740,323
$ 360,019 $ - $ 360,019 $ 840,065




RICHARD MILBURN ACADEMY TX, INC. - FORT WORTH
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED AUGUST 31, 2013 AND 2012

Cash flows from operating activities:
Foundation school program payments
Grant payments
Miscellaneous sources
Payments to vendors for goods and services rendered
Payments to charter school personnel for services rendered
Net cash (used)/provided by operating activities

Cash flows from investing activities:
Purchase of capital assets
Net cash (used)/provided by investing activities

Net increase (decrease} in cash
Cash at beginning of year

Cash at ending of year

Reconciliation of change in net assets to net cash
provided by operating activities:
Change in Net Assets
Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Depreciation
(Increase) Decrease in assets:
Due from governrmental agencies
Prepaid assets
Other assets
Increase (Decrease) in liabilities:
Accounts payable and acerued expenses
Accrued payroll
Due to governmental agencies
Due to affiliates
Net cash provided by operating activities
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2013 2012

$ 1,384,080 $  1.280,930
165,094 198,224

12 7
(860,545) (598,796)
(765,890) (808.425)
(77,249) 71,940
(77,249) 71,940
189,868 117,928

$ 112,619 $ 189,868
$ 55,330 $ (116,597)
- 710

(31,529) 46,305
(24.476) (34,298)

5,884 -

(190,409) 203,762
49,533 (8,859)

58,418 (19,083)

5 (77,249) 5 71,940



RICHARD MILBURN ACADEMY TX, INC. - SUBURBAN HOUSTON
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED AUGUST 31, 2013 AND 2812

2013 2012
Cash flows from operating activities:
Foundation school program payments $ 1,450,900 S 1,251,852
Grant paymenits 94,231 387,617
Miscellaneous sources 50,090 35,005
Payments to vendors for goods and services rendered (619,220} (664,217)
Payments to charter school personnel for services rendered (972,910} (938,387)
Net cash (used)/provided by operating activities 3,091 71,870
Cash flows from investing activities:
Purchase of capital assets - -
Net cash (used)/provided by investing activities - -
Net increase {decrease) in cash 3,091 71,870
Cash at beginning of year 121,400 49,530
Cash at ending of year 3 124,491 $ 121,400

Reconciliation of change in net assets to net cash
provided by operating activities:
Change in Net Assets $ {251,350} $ (357,204)
Adjustments to reconcile change in net assets to net
cash provided by operating activities:

Depreciation 3,472 16,625
{Increase) Decrease in assets:
Due from governmental agencies 38,756 132,723
Prepaid assets 4,601 31,288
Other assets 22,090 3,981
Increase (Decrease) in liabilities:
Accounts payable and accrued expenses 77,173 271,692
Accrued payroll 4,893 {1,973}
Due to governmental agencies - (5.,685)
Due to affiliates 103,456 {19,577}
Net cash provided by operating activities $ 3,001 $ 71,870
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RICHARD MILBURN ACADEMY TX, INC. - ECTOR COUNTY
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED AUGUST 31, 2013 AND 2012

2013
Cash flows from operating activities:
Foundation school program payments 5 4,762,820
Grant payments 461,461
Miscellaneous sources 18,037
Payments to vendors for goods and services rendered (2,823,651)
Payments to charter school personnel for services rendered (3.005,631)
Net cash {used)/provided by operating activities (586,964}
Cash flows from investing activities:
Purchase of capital assets -
Net cash (used)/provided by investing activities -
Net increase (decrease) in cash (586,964)
Cash at beginning of year 940,095
Cash at ending of year b 353,131

Reconciliation of change in nef assets to net cash
provided by operating activities:
Change in Net Asscts $ (480,046}
Adjustments to reconcile change in net assets to net
cash provided by operating activities:

Depreciation 80,495
{(Increase) Decrease in agsets:
Due from governmental agencies (143,617)
Prepaid assets (5,283)
Other assets (6.,443)
Increase (Decrease) in liabilitics:
Accounfs payable and accrued expenses (113,552)
Accrued payroll 5,258
Due to governmental agencies -
Due to affiliates 76,224
Net cash provided by operating activities Y {586,964)
Noncash Investing Activities
Purchases of capital assets with accounts payable 5 -
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2012

$ 5,162,860
811,723

1,058
(3,179,173)

(2,589,232)
207,236

(86,106)
(86,106)

121,130
818,965

$ 940,095

b 99,742

92,634

300,693
(15,999)

(233,281}
31,065

(67,621)
$ 207,233

$ 17501



RICHARD MILBURN ACADEMY TX, INC - FORT WORTH
SCHEDULE OF EXPENSES
FOR THE YEARS ENDED AUGUST 31, 2013 AND 2012

Expenses
6100 Payroll costs
6200 Professional and contracted services
6300 Supplies and materials
6400 Other operating costs

Total Expenses
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Totals
2013 2012
$ 815,423 $ 799,566
490,422 603,251
82372 50,984
99,755 95,652
$ 1,487,972 $ 1,549,453




RICHARD MILBURN ACADEMY TX, INC - SUBURBAN HOUSTON
SCHEDULE OF EXPENSES
FOR THE YEARS ENDED AUGUST 31, 2013 AND 2012

Expenses
6100 Payroll costs
6200 Professional and contracted services
6300 Supplies and materials
6400 Other operating costs

Total Expenses

Totals
2013 2012
$ 977,803 £ 936,414
665,935 718,355
83.111 155,814
97,632 94,057
$ 1,824,481 £ 1,904,640
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RICHARD MILBURN ACADEMY TX, INC - ECTOR COUNTY
SCHEDULE OF EXPENSES
FOR THE YEARS ENDED AUGUST 31, 2013 AND 2012

Totals
2013 2012
Expenses
6100 Payroll costs $3,010,889 $ 2,620,297
6200 Professional and contracted services 1,811,202 2,077,259
6300 Supplies and materials 521,725 547,957
6400 Other operating costs 384,961 329,690
Total Expenses $5,728.777 $ 5,575,203
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RICHARD MILBURN ACADEMY TX, INC - FORT WORTH
SCHEDULE OF CAPITAL ASSETS
FOR THE YEAR ENDED AUGUST 31, 2013

Ownership Interest
Local State Federal
1520  Buildings and improvements 5 - b - $ 1,000
1539  Furniture and equipment - 9,176 69,837
Total Property and Equipment $ - $ 9176 $ 70,837
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RICHARD MILBURN ACADEMY TX, INC - SUBURBAN HOUSTON
SCHEDULE OF CAPITAL ASSETS
FOR THE YEAR ENDED AUGUST 31, 2013

Owmership Interest

Local State Federal
Buildings A3 - $ 135425 $ -
Furniture and equipment - 44,732 97,027
Total Property and Equipment $ - $ 180,157 $ 97,027

24



RICHARD MILBURN ACADEMY TX, INC - ECTOR COUNTY
SCHEDULE OF CAPITAL ASSETS
FOR THE YEAR ENDED AUGUST 31, 2013

Ownership Interest
Local State Federal
1520  Buildings $ - $ 183,614 $ 36,594
1539  Furmniture and equipment - 275,443 168,423
Total Property and Equipment $ - $ 459,057 $205,017
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RICHARD MILBURN ACADEMY/TX, INC - CORPORATE
SCHEDULE OF CAPITAL ASSETS
FOR THE YEAR ENDED AUGUST 31, 2013

Ownership Interest
Local State Federal
1539  Furniture and equipment b - $ 13,335 $
Total Property and Equipment 5 - $ 13,535 $
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RICHARD MILBURN ACADEMY TX, INC - FORT WORTH
BUDGETARY COMPARISON SCHEDULE (UNAUDITED)
FOR THE YEAR ENDED AUGUST 31, 2013

Revenues
Local support:
5740 Other revenues from local sources

State program revenues:
5810 Foundation school program act revenues

Federal program revenues
5920 Federal revenues distributed by the
Texas Education Agency

Total Revenues

Expenses
11 Instruction
12 Instructional resources and media services
13 Currdeulum development and instructional staff development
21 Instructional leadership
23 School leadership
31 Guidance, counseling and evaluation services
32 Social work services
33 Health services
36 Cocurmcular/extracurricular activities
41 General administration
51 Plant maintenance and operations
52 Security and monitoring services
53 Data processing services
61 Community services

Total Expenses

Change in Net Assets
Net Assets, beginning of year

Net Assets, end of year

a No budget amendment for additional state program revenue
b No budget amendment for federal program revenue

¢ No budget amendment for additional expenses incurred
d No budget amendment to incorporate expenses

¢ No budget amendment for additional expenses incurred
f No budget amendment for additional expenses incurred
g No budget amendment to incorporate expenses

h No budget amendment for additional expenses incurred
i Budger was higher than expenses incurred

j Budget was higher than expenses incurred

k Budget was higher than expenses incurred

1 No budget amendment for additional expenses incurred

Variance
Budgeted Amounts Actual from Final
Original Final Amounts Budget
b - 3 - 12 b 12
987,040 987,040 1,378,196 391,156 a
- - 165,094 165,094 b
987,040 987,040 1,543,302 556,262
465,985 465,985 599,610 (133,625 ¢
15,507 15,507 6,516 8,991
- - 18,977 (18,977) d
500 500 1,206 (706)
136,671 136,671 175,128 (38,457)
58,479 58,479 106,214 (47,735) £
- - 14,237 (14237 g
2,500 2,500 - 2,500
16,500 16,500 8,297 8,203
64,749 64,749 354,069 (289,320) h
212,662 212,662 174,518 38144 i
13,696 © 13,696 1,425 12,271 j
22,000 22.000 10,158 11,842 k
2,000 2,000 17,617 (15,617) 1
1,011,249 1,011,249 1,487,972 (476,723)
(24,209) (24.209) 55,330 79,539
615 615 615 -
$ (23,591) $ (23,594) 55,945 $ 79,539
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RICHARD MILBURN ACADEMY TX, INC - SUBURBAN HOUSTON

BUDGETARY COMPARISON SCHEDULE (UNAUDITED)
FOR THE YEAR ENDED AUGUST 31, 2013

Variance
Budgeted Amounts Actual {from Final
Original Final Amounts Budget
Revenues
Local support:
5740 Other revenues from local sources 3 - $ - $ 50,090 $§ 500090 a
State program revenues:
5810 Foundation school program act revenues 1,091,053 1,091,053 1,428,810 337,757 b
5820 State program revenues distributed by Texas Education Agency
Total state program revenues 1,091,053 1,091,053 1,428,810 337,757
Federal program revenues
5920 Federal revenues distributed by the
Texas Education Agency - - 94,231 94231 ¢
Total Revenues 31,091,053 $1,091,053 $ 1,573,131 $ 482078
Expenses
11 Instruction 703,575 703,575 751,263 (47.688) d
12 Instructional resources and media services 10,400 10,400 15412 (5,012)
13 Cumculum development and instruetional staff development 7,700 7,700 16,330 (8,630)
21 Instruciional leadership 2,700 2,700 11,587 (8,887)
23 School leadership 150,160 150,160 137,621 12,539
31 QGuidance, counseling and evaluation services 60,000 60,000 82,499 (22,499 e
32 Social work services - - 37,583 (37,583
35 Health services 5,000 5,000 3,562 1,438
36 Cecurricular/extracurricular activities 10,700 10,700 6,821 3,879
41 General administration 38,338 58,338 478,831 (420,493) g
51 Plant maintenance and operations 283,092 283,092 236,914 46,178 h
52 Secusity and monitoring services 38,000 38,000 34 847 3,153
53 Data processing services 17,288 17,288 10,796 6,492
61 Communify services 1,000 1,000 415 585
Total Expenses $1,347.953 $1,347,953 $ 1,824,481 $ {476,528
Change in Net Assets (256,900) (256,900) (251,350) 5,550
Net Assets, beginning of year (163,684) (163,684 (163,684) -
Net Assets, end of year $ (420,584) $ (420,58%) $ (415,034 $ 5,550

a No budget amendment incorporated for local revenue

b No budget amendment incorporaied for additional state program revenne

¢ No budget amendment incorporated for federal program revenne
d No budget amendment for additicnal expenses incurred

¢ No budgel amendment for additional expenses incurred

£ No budget incorporated for expenses incurred

£ No budget amendment for addilional expenses incurred

b Budget was higher than expenses incurred
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RICHARD MILBURN ACADEMY TX, INC - ECTOR COUNTY
BUDGETARY COMPARISON SCHEDULE (UNAUDITED)
FOR THE YEAR ENDED AUGUST 31, 2013

Variance
Budgeted Amounts Actual from Final
Original Final Amounts Budget
Revenues
Local support:
5740 Other revenues from local sources % - $ - § 18,037 § 18,037 a
State program revernues:
5810 Foundation school program act revenues 4,589,361 4,589,361 4,768,068 178,707 b
5820 State program revenues distributed by
Texas Education Agency - - 1,195 1,195
Total state program revenues 4,589,361 4,589,361 4,769,263 179,902
Federal program revenues
5920 Federal revenues distributed by the
Texas Education Agency - - 461,431 461,431 ¢
Total Revenues 4,589,361 4,589,361 5,248,731 659,370
Expenses
11 Instruction 1,864,712 1,864,712 2,652,105 (787,393) d
12 Iustructional resources and media services 27,398 27,398 15,469 11,929
13 Curriculum development and instructional staff development 50,000 50,000 179,983 (129.983) ¢
21 Instroctional leadership - - 442 (442)
23 School leadership 579,532 579,532 609,846 (30,314 f
31 Guidance, counseling and evaluation services 218,010 218,010 244,821 (26,811) g
32 Social work services 4,000 4.000 42,989 (38989 h
33 Health services 3,500 3,500 - 3,500
35 Tood services - - 138 (138)
36 Cocurricular/extracurricular activities 42,551 42,551 37,294 5,257
41 General administration 909,665 909,665 1,175,569 (265,904) i
51 Plant maintenance and operations 598,329 598,329 696,729 (98.400) j
52 Security and monitoring services 29,500 29,500 21,901 7,599
53 Data processing services 162,246 162,246 51,491 110,755 k
61 Community services 4,100 4,100 - 4,100
Total Expenses 4,493,543 4,493,543 5,728,777 (1,235,234)
Change in Net Assets 95,818 G5,818 (480,046) (575,864)
Net Assets, beginning of year 840,065 840,065 840,065 -
Net Assets, end of year § 935883 $ 935,883 $ 360,019 § (575.864)

a No budgef amendment incorporated for local revenue
b No budget amendment to incorporate additional state program revenue
< Mo budget amendment to incorporate federal program revenue
d No budget amendment to incorporate additional expenses
& Mo budget amendment to mcorporate additional expenses
T No budget amendment to cerporate additional expenses
g No budget amendment to meorporate addilional expenses
h Ne budget amendment to incerporate additional expenses
1 No budget amendment to Incorporate additional expenses
1 No budget amendment to incorporate additional expenses
k Budge was higher than expenses incurred
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RICHARD MILBURN ACADEMY/TX, INC,

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED AUGUST 31, 2013

Federal Grantor/ Federal
Pass-Through Grantor/ NOGA CFDA
Program Title ID Numbers Number Expenditures
TUnited States Department of Education / 13610101220812 84.010 61,617
Texas Board of Education / Title I 13610101101854 84.010 81.315
Grants to Local Educational Agencies 15610101068801 84.010 69,409
13610101068801 84.010 43,203
13610101068801 84.010 65,733
321,277
United States Department of Education / 136600012208126600 84.027 8,429
Texas Board of Education / Special 13660001 1018546600 84.027 5,822
Eduecation-Grants to States (JDEA, Part B) 1366000106880165600 84.027 32,331
136600010688016600 84.027 21,929
Total IDEA B Cluster 68,511
United States Department of Education / 13694501220812 84.367 6,447
Texas Board of Education / Title TT 13694501 101854 84.367 6,142
Improving Teacher Quality State Grants 1369450106880 84.367 14,531
13694501068801 84.367 14.944
Total Title TT Cluster 42,064
United States Department of Education / 13610110220812001 84.377 88,601
Texas Board of Education / 13610104068801003 84.377 1,266
School ITmprovement Grants 13610110068801002 84.377 94,484
12610110068801002 84.377 104,553
Total School Improvement Cluster 288,904
Total Expenditurces of Federal Awards 720,756

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the
Organization and is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of Stafes, Local

Governments, and Non-Profit Organizations.
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20 SOUTH FOURTH STREET  254/778/4783
LOT'I"’ VERNON & COMPANY’ RC. POST OFFICE BOX 160 800/460/4783
CERTIFIED PUBLIC ACCOUNTANTS TEMPLE, TEXAS 76503 FAX 254/778/4792
Member of

. : . American Institute & Texas Society of
KILLEEN * COPPERAS COVE + TEMPLE Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Drirectors
Richard Miiburn Academy/TX, Inc.
McQueency, Texas

We have aundited, in accordance with the avditing standards gemerally 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 the Richard Milbum
Academy/TX, Inc. (the Organization) which comprise the staterment of financial position as of and for the
vear ended August 31, 2013 and the related statement of activities, and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon dated February 14,
2014.

Internal Control Over Financial Reporting

In planning and performing our andit of the financial statements, we considered Richard Milburn
Academy/TX, Inc.’s internal control over financial reporting (internal confrol) 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 the
organization’s interna) control. Accordingly, we do not express an opinion on the effectiveness of the
organization’s internal control.

A deficiency in internal control exists when the design or operation of a conirol dees 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 confrol that might be deficiencies or
material weaknesses. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, we identified certain deficiencies in
internal control over financial reporting, described in the accompanying schedule of findings and question
costs that we consider to be significant deficiencies in internal control over financial reporting. See
findings identified as 2013-1 through 2013-3 for further information.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Richard Milburn Academy/TX, Inc.’s financial
staternents are free of 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.
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We noted certain other matters that we reported to management of Richard Milburn Academy/TX, Inc. in a
separate letter dated February 14, 2014.

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 resuits of that testing, and not to provide an opinion on the effectiveness of the organization’s
mternal control or on compliance. This report is an integral part of an audit performed in accordance with
Govermment Auditing Standards in considering the organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

KILLEEN * COPPERAS COVE * TEMFPLE

Board of Directors
Richard Milburn Academy/TX, Inc.
McQueeney, Texas

Report on Compliance for Each Major Federal Preoram

We have audited Richard Milburn Academy/TX, Inc.’s (The Organization) compliance with the types of
compliance requirernents described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on each of its major federal programs
for the year ended August 31, 2013. The Organization’s major federal programis are identified in the
summary of auditor’s 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 and state programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the College’s major federal programs
hased on our audit of the types of compliance requirerents 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 m Govermment Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, dudits 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 fypes 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 the Organization’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 the Organization’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Organization complied, in all maferial respects, with the types of 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, 2013.

Report on Internal Control Over Compliance

Management of the Organization 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 andit of compliance, we considered the Organization’s internal control over compliance with the types
of requirements that could have a direct and material effect on a major federal program to determine the
anditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
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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 the Organization’s internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Organization’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 complionce is a deficiency, or a combjnation 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 conirol 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,
materia] 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.

/ V@!/Mn »Q/Iﬂ(

emple, Texas
February 14, 2014
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RICHARD MILBURN ACADEMY/TX, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED AUGUST 31, 2013

Summary of Audit Results
Financial Statements

1.

2.

Type of auditor’s report issued:

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

Noncompliance material to financial statements
noted?

Federal Awards

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

Type of auditor’s report issued on compliance
for major programs:

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

Identification of major programs:

Name of Federal Programs

Grants to Local Educational Agencies
Education-Grants to States (IDEA, Part B)
Improving Teacher Quality State Grants

Dollar thresheld used to distinguish between
type A and type B programs:

Auditee qualified as low-risk auditee?
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ungualified

yes _ X mo

X _ yes none reported

yes _ X 1o

yes _ X  no

yes __X  none reported

ungualified
yes__ X no
Federal CFDA Number
84.010
84.027
84.367
$300.000
ves _ X  no




RICHARD MILBURN ACADEMY/TX, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED AUGUST 31, 2013 (CONTINUED)

II. Financial Statement Findings

Significant Deficiencies:

2013-1

2013-2

Unspent Allotments

Conditions: The Organization did not spend the required amount of allotments of
Foundation School Program (“FSP”) funding. The amount of unspent allotments is
summarized below:

Career & Special Compensatory High School
Technology Education Education Allotment
$151,913 $191,407 $614.031 3119.462

Criteria:  The Organization receives FSP allotments, which support various
strategic goals. The Organization is required to spend a certain percentage of the
funding in the year the allotment is awarded.

Cause: The Organization failed to track the amount spent on each of the above
listed programs on an ongoing basis.

Effect: The Organization is not in compliance with state requirements concerning
the amount of FSP allotments which are to be spent in the year the allotment is
awarded.

Recommendation: We recommend that the Organization implement monitoring
controls over minimum expenditure requirements for allotment spending to ensure

that all required expenditures are made timely.

Responsible Official to Implement Corrective Actions: Norman Hall —
Superintendent

Due to/Due from Reconciliations

Conditions: Due to/due from reconciliations were not tracked on a regular basis to
determine that they balance when all balances are combined.

Cause: Due to/due from reconciliations were not completed on a regular basis.
Effect: Due to/due from balances did not balance with each other when all
balances were combined for reporting purposes. Several adjusting entries were
necessary after year end to reconcile the due to/due froms.

Recommendation: Due to/due from reconciliations should be created on a monthly

basis to ensure they balance with each other when all balances are combined at year
end.
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RICHARD MILBURN ACADEMY/TX, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED AUGUST 31, 2013 (CONTINUED)

Responsible Official to Implement Corrective Actions: Norman Hall —
Superintendent

Budget Efficiency

Conditions: The Organization did not efficiently utilize their budgets to control
and account for spending.

Criteria: The budgets are an essential tool in the internal control structure to track
and control spending.

Effect: Budgets were not accurately adjusted and spending was routinely over
budgeted amounts.

Recommendation:  We recommend that the Organization implement budget
controls that ensure that budget amounts are accurately estimated and adjusted, if
needed. Also, the controls should effectively limit the possibility of spending
being over the set budget.

Responsible Official to Implement Corrective Actions: Norman Hall -
Superintendent

IIL. Federal Awards Findings and Questioned Costs

None.
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