
.q.....0

U
N

c:
c
i

CY'l

>
V

I
Q
)

E
+

J
c

c:
Q
)

Q
)

:::3

"'C
.....,

CO
E

"'C
u

Q
)

Q
)

«
+

J
"'C

CO
c:

c:
+

J
Q
)

L
-

V
')

:::3
V

I

..Q
CO

..c:
·u

+
J

~
c:

c:
CO

a
"'C

c:
E

L
-

co
LL.

c
..c:

Q
)

u
+

J

0:
Q
)

..c:+
JL-
au,



TABLE OF CONTENTS

Certificate of Board 3

Independent Auditor's Report 4 - 5

Combined Schools Financial Statements: 6

Statement of FinancialPositon
Statement of Activities
Statement of Cash Flows
Notes to Financial Statements

7
8
9

10 -15

Supplementary Information: 16

Statement of Financial Position - Amarillo
Statement of Financial Position - Corpus Christi
Statement of Financial Position - Killeen
Statement of Activities - Amarillo
Statement of Activities - Corpus Christi
Statement of Activities - Killeen
Statement of Cash Flows - Amarillo
Statement of Cash Flows - Corpus Christi
Statement of Cash Flows - Killeen
Schedule of Expenses - Amarillo
Schedule of Expenses - Corpus Christi
Schedule of Expenses - Killeen
Schedule of Capital Assets - Amarillo
Schedule of Capital Assets - Corpus Christi
Schedule of Capital Assets - Killeen
Schedule of Capital Assets - Corporate
Budgetary Comparison Schedule - Amarillo
Budgetary Comparison Schedule - Corpus Christi
Budgetary Comparison Schedule - Killeen

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
25

Compliance and Internal Controls Section: 26

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 27-28

Independent Auditor's Report on Compliance for Each Major Program and on
Internal Control over Compliance Required by OMB Circular A-133 29 - 30

Schedule of Findings and Questioned Costs 31-32

Schedule of Status of Prior Findings 33-34

Schedule of Expenditures of Federal Awards 35



Richard Milburn Academy, Inc.
(Federal Employer Identification Number: 54-1864466)

Certificate of Board
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Certified Public Accountants

2110 Austin Avenue
Waco, Texas 76701
(254)752-3436
FAX (254)752-3463
httpi/rwww.wsco-cps.com

INDEPENDENTAUDITOR'SREPORT

Fred R. Shavers Ill, CPA.
Paul]. Christensen, CP.A.

Danny R. Wright, CP.A.

Nathaniel]. Pringle, CP.A.

Thomas C Cunningham, CPA.
Partner Emeritus

Boardof Directors
RichardMilburn Academy, Inc.
McQueeney, Texas

We haveaudited the accompanying financial statements of Richard Milburn Academy, Inc. (a nonprofit organization)
(the "charter holder") which comprise the Statement of Financial Position as of June 3D, 2014, and the related
statements of activities and cash flows for the ten months then ended, and the related notes to the financial
statements.

Management's Responsibility for the Fin~ncial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free 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 RichardMilburn Academy, Inc., asof June 3D,2014, and the changes in its net assets and its cash flows for the ten
months then ended in accordance with accounting principles generally accepted in the United States of America.

MEMBERS, AMERICAN INSTITUTE OF CERTlFlED PuBLIC ACCOUNTANTS' TExAs SOCIETY OF CERTIFIED PuBLIC ACCOUNTANTS
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Other Matters

The financial statements of Richard Milburn Academy, Inc. asof and for the year ended August 31,2013 were audited
by other auditors. Those auditors expressed an unmodified opinion on those financial statements in their report
dated February 14, 2014.

Other Information

Our audit was conducted- for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of expenditures of federal awards, as required by Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations, and the supplementary information is
presented for purposed 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 24, 2014, on
our consideration of Richard Milburn Academy, Inc.'s internal control over financial reporting and our tests of its
compliance with certain provisions of Jaws, 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 Richard Milburn Academy, Inc.'s internal control over financial reporting and compliance.

t-"L-, JJ---/ a:t:::- "'"v.,):l=./ ~~~
November 24, 2014

5



�zw~~...J
<oz<zu:~oo:::cuV)owziii~8



RICHARDMILBURN ACADEMY, INC.
STATEMENTOF FINANCIAL POSITION

JUNE30, 2014
(WITH COMPARATIVETOTALSASOF AUGUST 31,2013)

2014 2013

Assets

Current Assets
Cash and cash equivalents $ 818,588 $ 83,538
Due from affiliates 281,326 296,035
Due from-other governments 838,826 651,687
Prepaid assets 17,749 876
Assets of discontinued school 71,905

Total current assets 1,956,489 1,104,041

Fixed Assets
Building 104,662 104,662
Furniture and equipment 459,412 459,412

564,074 564,074
Less:Accumulated depreciation (506,864) (473,002)

57,210 91,072

Other Assets - 6,136

Total Assets $ 2,013,699 $ 1,201,249

Liabilities and Net Assets

Current Liabilities
Accounts payable $ 774,214 $ 509,852
Accrued payroll 201,670 131,455
Deferred tenant allowance 45,200 52,500
Liabilities of discontinued school - 81,557

Total current liabilities 1,021,084 775,364

Total Liabilities 1,021,084 775,364

Net Assets
Unrestricted 439,964 439,543
Unrestricted discontinued school - (13,658)
Temporarily restricted 552,651

Total Net Assets 992,615 425,885

Total Liabilities and Net Assets $ 2,013,699 $ 1,201,249

The notes to the financial statemements are an intergral part of this statement.
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RICHARDMILBURN ACADEMY, INC.
STATEMENTOFACTIVITIES

FORTHE TEN MONTHS ENDEDJUNE 30,2014
(WITH COMPARATIVE TOTALSFORTHEYEARENDEDAUGUST 31,2013)

Totals

Temporarily
Unrestricted Restricted 2014 2013

Revenues and Other Support
Local support:

Interest and other income $ 14,079 $ $ 14,079 $ 2,343
Total local support 14,079 14,079 2,343

State program revenues:
Foundation school program act 4,756,426 4,756,426 4,865,602

Federal program revenues:
ESEATitle I, Part A - 450,204 450,204 241,993
ESEATitle II, Part A - 48,109 48,109 54,169
ESEASchool Improvement Plan - - 313,231
IDEA, Part B - 63,843 63,843 97,791
Other Aid - - - 10,000
Total federal program revenues - 562,156 562,156 717,184

Net assets released from restrictions:
Restrictions satisfied by payments 4,765,931 (4,765,931)

Total Revenues and net assets
released from restrictions 4,780,010 552,651 5,332,661 5,585,129

Expenses
Program Services:

Instruction and instructional - rel~ted
services 2,643,461 2,643,461 2,561,920
Instructional and school leadership 578,410 578,410 628,244

Support services:
Admlristrative support services 546,299 546,299 856,015
Ancillary servcies 3,198 3,198 4,203
Support services non-student based 718,740 718,740 853,673
Support services student (pupil) 275,823 275,823 303,235

Total Expenses 4,765,931 - 4,765,931 5,207,290

Change in Net Assets 14,079 552,651 566,730 377,839
Net Assets, beginning of year 425,885 425,885 48,046-
Net Assets, end of year $ 439,964 $ 552,651 $ 992,615 $ 425,885

The notes to the financial statements are an intergral part of this statement
8



RICHARD MILBURN ACADEMY, INC.

STATEMENT OF CASH FLOWS

FOR THE TEN MONTHS ENDED JUNE 30,2014

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED AUGUST 31,2013)

2014 2013

Cash Flows from Operating Activities:

Foundation school program payments $ 4,569,287 $ 4,613,354
Grant payments 562,156 717,184
Miscellaneous sources 14,079 2,343
Payments to vendors for goods and servcies rendered (1,600,575) (2,598,221)
Payments to charter school personnel for services rendered (2,809,897) (3,231,855)

Net Cash Provided/(Used) by Operating Activities 735,050 (497,195)

Cash Flows from Investing Activities:
Purchase of capital assets (8,750)

Net Cash Povided/(Used) by Investing Activities (8,750)

Net Increase (Decrease) in Cash 735,050 (505,945)
Cash at Beginning of Year 83,538 661,388

Cash at End of Year 818,588 155,443
Less cash of discontinued school, end of year (71,905)

Cash of Continuing Operations, End of Year $ 818,588 $ 83,538

Reconciliation of Change in Net Assets to Net Cash Provided by Operating Activities:

Change in Net Assets $ 566,730 s 377,839
Adjustments to reconcile change in net assets to net cash provided by operating activities:

Depreciation 33,862 49,794

Deferred tenant allowance amortization (7,300) (8,750)
(Increase) Decrease in assets:

Due from affiliates 14,709 (261,981)
Due from governmental agencies (187,139) (431,133)
Prepaid assets (16,873) 5,018
Assets of discontinued school 71,905
Other assets 6,136 9,733

Increase ( Decrease) in liabilities:
Accounts payable and accrued expenses 264,362 (215,133)
Accrued payroll 70,215 (22,582)
Liabilities of discontinued school (81,557)

Net Cash Provided/(Used) by Operating Activities $ 735,050 $ (497,195)

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

9



Richard Milburn Academy, Inc.

Notes To Financial Statements
June 30, 2014

Note 1 Organization and Nature of Activities

RichardMilburn Academy, Inc. ("the organization") incorporated in the State of Virginia in 1998. 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 governed by a Board of Directors comprised of four members. The Board of Directors is selected
pursuant to 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.

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

The organization provides general education services for students in grades nine through twelve in three individual
charter schools in Texas. Each individual school operates under an open enrollment charter granted by the Texas
State Board of Education. 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 and federal grants received
through the State of Texas. However, the organization does not have the authority to impose taxes.

Note 2 Summary of Significant Accounting Policies

Basisof Accounting

The financial statements of Richard Milburn Academy, Inc. were prepared in conformity with accounting principles
generally accepted in the United States of America. Encumbrances representing outstanding purchase orders and
other commitments for materials or services not yet received are not liabilities as of the reporting date.

Basisof Presentation

In order to comply with accounting principles generally accepted in the United States of America, the
organization must prepare its external financial statements in accordance with statements issued by the Financial
Accounting Standard Board asdescribed in the AICPAAudit and Accounting Guide for not for profit organizations.

The FinancialAccounting Standards Board requires classification of the organization's net assetsand its revenues,
expenses, gains, and lossesbased on the existence or absencesof donor- imposed restrictions. It requires that
the amounts for each of three classes of net assets - permanently restricted, temporarily restricted, and
unrestricted - be displayed in a statement of financial position and that the amounts of change in each of those
classes of net assetsbe displayed in a statement of activities.

Unrestricted - net assetsthat are not subject to donor-imposed stipulations.

Temporarily restricted - net assets subject to donor-imposed stipulations that mayor will be met, either by actions
of the organization and/or the passageof 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. Temporarily restricted net assets, as of June 30, 2014, consists of unspent State Program Revenue of
$552,651.
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Richard Milburn Academy, Inc.

Notes To Financial Statements
June 30, 2014

Note 2 Summary of Significant Accounting Policies (continued)

Basisof Presentation (continued)

Permanently restricted - net assets required to be maintained in perpetuity with only the income to be used
for the organization's activities due to donor imposed restrictions. The organization does not have any permanently
restricted net assets.

Cashand CashEquivalents

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 building improvements and furniture and equipment, are reported in the financial
statements. Capital assetsare defined by the organization as assetswith an estimated useful life of more than one
year. Suchassetsare recorded at historical cost and are depreciated over the estimated useful lives of the assets,
which range from three to five years, 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 assetsare recorded asdirect additions to net assetsat fair value at the date of donation, which is then
treated as cost.

Contributions

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
restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as net
assetsreleased from restrictions.

Useof Estimates

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

State Funding

The amount of state foundation school program act revenue the organization earns may vary until the time when
final values for all factors in the state aid formula become available. Availability can be as late as midway into the
next fiscal year. It is at least reasonably possible that the foundation school program act revenue estimate for the
ten months ended June 30, 2014 will change.

11



Notes To Financial Statements
June 30, 2014

Richard Milburn Academy, Inc.

Note 2 Summary of Significant Accounting Policies (continued)

Prior Year Information

The financial statements include certain prior-year summarized comparative information in total but not by net asset
class.Such information does not include sufficient detail to constitute a presentation in conformity with accounting
principles generally accepted in the United States of America. Accordingly, such information should be read in
conjunction with organization's financial statements for the period ended August 31, 2013, from which the
summarized information was derived.

Reporting Period

Previously, the organization has presented its financial statements on a fiscal year basis,September 1through August
31. With the approval of the Texas Education Agency, the organization elected to change its year end from August
31 to June 30 beginning in fiscal year 2014. The current ten month reporting period is necessary to effectuate such
change.

Note 3 Due from Other Governments

Amount due from other governments consist of:
Foundations School Program Act Revenue
Federal Program Revenue
Total

$830,291
8,535

$838,826

Note 4 Capital Assets

A summary of changes in capital assets follows:

Beginning
Balance Additions Retirements

Ending Accumulated Net Capital
Balance Depreciation Assets

$104,662 $ 50,072 $54,590

459,412 456,792 2,620
$564,074 $506.864 $57.210

Building $104,662 $ - $ -
Furniture and
Equipment 459,412

Capital Assets,Net $ 564,074 $ - $ -

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

Depreciation expense for the ten months ended June 30, 2014 was $33,862.
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Richard Milburn Academy, Inc.

Notes To Financial Statements
June 30, 2014

Note 5 PensionPlanObligations

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 costs are not shared by the organization, but are the
liability of the State of Texas. TRSadministers retirement and disability annuities, and death and survivor benefits
to employees and beneficiaries of employees of the public school systems of Texas. It operates primarily under the
provisions of the TexasConstitution, Article XVI,Sec.67, and TexasGovernment code, Title 8, Chapters 803 and 805,
respectively. The Texasstate legislature has the authority to establish and amend benefit provisions of the pension
plan andmay, under certain circumstances, grant special authority to the TRSBoard ofTrustees. TRSissuesa 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 TRSCommunications Department, 1000 RedRiverStreet,
Austin, Texas78701 or by calling the TRSCommunications Department at 1-800-223-8778, or by downloading the
report from the TRSInternet website, www.trs.state.tx.us. under the TRSPublications Heading.

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 contribution rate of not less than 6.0% of the member's annual compensation and a state contribution rate
of not lessthan 6.0% and not more than 10% of the aggregate animal compensation of all members of the system;
(2) A state statute prohibits benefit improvements or contribution reductions if, asa 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 1 year, the period would be increased by such action. State law
provides for a member contribution rate of 6.4% for fiscal years 2012, 2013 and 2014, and a state contribution rate
of 6.0% for fiscal year 2012 and 6.4% for fiscal years 2013 and 2014. The organization's employees' contributions to
the System for the year ending August 31, 2013 were approximately $62,000 and for the ten months ending June
30,2014 were $153,470, equal to the required contributions for each year. Other contributions made from federal
and private grants and from the organization for salaries above the statutory minimum for the ten months ending
June 30,2014 were $44,961.

Note 6 Health CareCoverage

During the ten months ended June 30,2014, employees of the organization were covered by a Health Insurance Plan
("Plan"). The organization contributed $668 per month per employee for the period from September 1, 2013
to June 30, 2014 to the Plan. Employees, at their option, authorized payroll withholdings to pay contributions or
premiums for dependents. All premiums were paid to licensed insurers.

Note 7 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 from related parties as of June 30,
2014 is $281,326, and is included in due from affiliates in the accompanying statements of financial position.
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Richard Milburn Academy, Inc.

Notes To Financial Statements
June 30, 2014

Note 8 RiskManagement Program

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

Note 9 Leases

Richard Milburn Academy, Inc. leases its facilities under non-cancellable operating leases, which contain varying
renewal options. Approximate aggregate remaining minimum rental commitments as of June 30, 2014 under these
leasesare summarized as follows:

FiscalYear Ending June 30,
2015
2016
2017
2018
2019

$ 890,079
902,490
351,352
359,384
142,170

Total $2.645.475

Rent expense for all operating leasesfor the ten months ended June 30, 2014 was $382,803.

Note 10 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 amanagement fee calculated based upon
the gross revenues of each individual school within the organization. Amounts due to the management company as
of June 30, 2014 are $473,350 and are included in accounts payable in the accompanying statements of financial
position.

Note 11 Income Tax

The organization is exempt from federal income tax under Section 501(c)(3) of the Internal RevenueCode, except to
the extent it has unrelated business taxable income. The organization has no material unrelated business income
for the ten months ended June 30, 2014.

Generally accepted accounting principles requite that the organization recognize in its financial statements the
financial effects of a tax position, if that position is more likely than not of being sustained upon examination,
including resolution of any appeals or litigation processes, based upon the technical merits of the tax position. The
new requirements also provide guidance on measurement, classification, interest and penalties and disclosure.

Taxpositions taken related to the organization's tax exempt status, unrelated business activities taxable income and
deductibility of expenses and other miscellaneous tax positions have been reviewed, and management is of the
opinion that material positions taken would more likely than not be sustained by examination. Accordingly, the
organization has not recorded an income tax liability for uncertain tax benefits. For the ten months ended June 30,
2014, there were no interest or penalties related to income taxes recorded or included in the financial statements.
As of June30, 2014, the organization's tax years 2011 through 2013 remain subject to examination.

14



Richard Milburn Academy/TX, Inc.

Notes To Financial Statements
June 30, 2014

Note 12 Commitments and Contingencies

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

Note 13 Evaluation of Subsequent Events

The organization has evaluated subsequent events through November 24, 2014, the date which the financial
statements were available to be issued.

At the request of the Board of Directors, the TexasEducation Commissioner approved the merger of Richard Milburn
Academy, Inc.'s assets and operations into an affiliate charter holder Richard Milburn Academy/TX, Inc. effective
July 1, 2014. The merger has no effect on the financial statements of Richard Milburn Academy, Inc. for the ten
months ended June 30, 2014.
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RICHARD MILBURN ACADEMY, INC. - AMARILLO
STATEMENT OF FINANCIAL POSITION

JUNE 30,2014

(WITH COMPARATIVE TOTALS AS OF AUGUST 31,2013)

2014 2013

Assets

Current Assets
Cash and cash equivalents $ 463,177 $ 35,401
Due from affiliates
Due from other governments 308,804 299,651
Prepaid assets - 876

Total current assets 771,981 335,928

Fixed Assets
Building 82,624 82,624
Furniture and equipment 181,146 181,146

263,770 263,770
Less: Accumulated depreciation (208,271) (193,437)

55,499 70,333

Other Assets -
Total Assets $ 827,480 $ 406,261

Liabilities and Net Assets

Current Liabilities
Accounts payable s 316,749 $ 164,154
Accrued payroll 85,411 40,748
Deferred tenant allowance 45,200 52,500
Due to affiliates 11,627 50,655

Total current liabilities 458,987 308,057

Total Liabilities 458,987 308,057

Net Assets
Unrestricted 103,517 98,204
Temporarily restricted 264,976

Total Net Assets 368,493 98,204

Total Liabilities and Net Assets $ 827,480 $ 406,261
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RICHARD MILBURN ACADEMY, INC. - CORPUS CHRISTI
STATEMENT OF FINANCIAL POSITION

JUNE 30, 2014
(WITH COMPARATIVE TOTALS AS OF AUGUST 31,2013)

2014 2013

Assets

Current Assets
Cash and cash equivalents $ 219,243 $ 79,620

Due from affiliates 12,705
Due from other governments 321,741 199,600

Prepaid assets 17,749
Total current assets 558,733 291,925

Fixed Assets
Building
Furniture and equipment 67,599 67,599

67,599 67,599

Less: Accumulated depreciation (67,599) (67,599)

- -

Other Assets - 6,136

Tota I Assets $ 558,733 $ 298,061

Liabilities and Net Assets

Current Liabilities
Accounts payable $ 162,938 $ 93,310
Accrued payroll 80,724 15,902

Due to affiliates 50,858 76,933
Total current liabilities 294,520 186,145

Total Liabilities 294,520 186,145

Net Assets
Unrestricted 116,268 111,916
Temporarily restricted 147,945

Total Net Assets 264,213 111,916

Total Liabilities and Net Assets $ 558,733 $ 298,061
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RICHARD MILBURN ACADEMY, INC. - KILLEEN
STATEMENT OF FINANCIAL POSITION

JUNE 30, 2014
(WITH COMPARATIVE TOTALS AS OF AUGUST 31,2013)

2014 2013

Assets

Current Assets
Cash and cash equivalents $ 127,567 $ 25,927
Due from affiliates 320,455 281,326
Due from other government! 208,281 120,831
Prepaid assets - 20,101

Total current asset! 656,303 448,185

Fixed Assets
Building 22,038 22,038
Furniture and equipment 197,331 197,331

219,369 219,369
Less: Accumulated depreciation (217,658) (198,630)

1,711 20,739

Other Assets -
Total Assets $ 658,014 $ 468,924

Liabilities and Net Assets

Current Liabilities
Accounts payable $ 262,570 $ 169,882
Accrued payroll 35,535 69,619
Due to affiliates

Total current liabilitie! 298,105 239,501

Total Liabilities 298,105 239,501

Net Assets
Unrestricted 220,179 229,423
Temporarily restricted 139,730

Total Net Assets 359,909 229,423

Total Liabilities and Net Assets $ 658,014 $ 468,924
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RICHARD MILBURN ACADEMY, INC. - AMARILLO

STATEMENT OF ACTIVITIES BY OBJECT AND FUNCTION
FOR THE TEN MONTHS ENDED JUNE 30,2014

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED AUGUST 31,2013)

Totals

Temporarily

Unrestricted Restricted 2014 2013

Reven ues and Other Support
Local support:

5740 Interest and other income $ 5,313 $ $ 5,313 $ 45

State program revenues:
5810 Foundation school program act 1,733,111 1,733,111 1,597,559

Federal program revenues:
5920 Federal revenues distributed by the

Texas Education Agency 220,001 220,001 258,447

Net assets released from restrictions:
Restrictions satisfied by payments 1,688,136 (1,688,136)

Total Revenues and net assets
released from restrictions 1,693,449 264,976 1,958,425 1,856,051

Expenses
11 Instruction 944,574 944,574 837,732

12 Instructional resources and media services 4,483

13 Curriculum development and instructional staff development 3,548 3,548 39,381

21 Insttuctionalleadership 22,267 22,267

23 School leadership 154,682 154,682 166,020

31 GUidance, counseling and evaluation services 108,278 108,278 108,929

32 Social work services

33 Health Services 2,992

34 Student Transportation
35 Food Services
36 Cocurricular/extracurricular activities 983

41 General adminstration 257,782 257,782 321,388

51 Plant maintenance and operations 159,223 159,223 159,615

52 Security and monitoring services 2,734 2,734 46,219

53 Data processing services 33,900 33,900 20,343

61 Community services 1,148 1,148
--------

Total Expenses 1,688,136 1,688,136 1,708,085

Change in Net Assets 5,313 264,976 270,289 147,966

Net Assets, beginning of year 98,204 98,204 - (49,762)

Net Assets, end of year $ 103,517 $ 264,976 $ 368,493 $ 98,204
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RICHARD MILBURN ACADEMY, INC. - CORPUS CHRISTI

STATEMENT OF ACTIVITIES BY OBJECT AND FUNCTION

FOR THE TEN MONTHS ENDED JUNE 30,2014
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED AUGUST 31, 2013)

Totals

Temporarily

Unrestricted Restricted 2014 2013

Revenues and Other Support
Local support:

5740 Interest and other income $ 4,352 $ $ 4,352 $ 2,289

State program revenues:

5810 Foundation school program act 1,837,903 1,837,903 1,893,394

Federal program revenues:

5920 Federal revenues distributed by the
Texas Education Agency 188,973 188,973 263,906

Net assets released from restrictions:
Restrictions satisfied by payments 1,878,931 (1,878,931)

Total Revenues and net assets
released from restrictions 1,883,283 147,945 2,031,228 2,159,589

Expenses
11 Instruction 1,038,441 1,038,441 973,708
12 Instructional resources and media services 15,664
13 Curriculum development and instructional staff development 1,979 1,979 24,159
21 Instructional leadership 22,883 22,883
23 School leadership 199,464 199,464 200,806
31 GUidance, counseling and evaluation services 77,583 77,583 77,015
32 Social work services 19,729 19,729 31,959
33 Health services 12,831 12,831 131
34 Student Transportation 9,022 9,022
35 Food services
36 Cocurricular/extracurricular activities 6,984 6,984 9,900
41 General adminstration 169,295 169,295 188,258
51 Plant maintenance and operations 260,220 260,220 308,807
52 Security and monitoring services 40,063 40,063 32,090
53 Data processing services 19,248 19,248 24,243
61 Community services 1,189 1,189 3,367

Total Expenses 1,878,931 1,878,931 1,890,107

Change In Net Assets 4,352 147,945 152,297 269,482
Net Assets, beginning of year 111,916 111,916 (157,566)

Net Assets, end of year $ 116,268 $ 147,945 $ 264,213 $ 111,916
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RICHARD MILBURN ACADEMY, INC. - KILLEEN

STATEMENT OF ACTIVITIES BY OBJECT AND FUNCTION

FOR THE TEN MONTHS ENDED JUNE 30, 2014
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED AUGUST 31, 2013)

Totals

Temporarily

Unrestricted Restricted 2014 2013

Revenues and Other Support

Local support:
5740 Interest and other income $ 4,415 $ $ 4,415 $ 9

State program revenues:
5810 Foundation school program act 1,185,412 1,185,412 1,374,649

Federal program revenues:
5920 Federal revenues distributed by the

Texas Education Agency 153,182 153,182 194,831

Net assets released from restrictions:
Restrictions satisfied by payments 1,198,864 (1,198,864)

Total Revenues and net assets
released from restrictions 1,203,279 139,730 1,343,009 1,569,489

Expenses
11 Instruction 660,446 660,446 723,057
12 Instructional resources and media services 7,276
13 Curriculum development and instructional staff development 1,812 1,812 33,988
21 Instructional leadership 17,097 17,097 296
23 School leadership 154,678 154,678 163,594
31 Guidance, counseling and evaluation services 39,443 39,443 61,664
32 Social work services (32)
33 Health services 558
34 Student Transportation

35 Food services
36 Cocurricular/extracurricular activities 1,953 1,953 9,136
41 General adminstration 119,222 119,222 346,369
51 Plant maintenance and operations 143,712 143,712 160,028
52 Security and monitoring services 39,161 39,161 62,206
53 Data processing services 20,479 20,479 40,122
61 Community services 861 861 836

Total Expenses 1,198,864 1,198,864 1,609,098

Change in Net Assets 4,415 139,730 144,145 (39,609)
Transfer of discontinued school (13,659) (13,659)
Net Assets, beginning of year 229,423 - 229,423 269,032

Net Assets, end of year $ 220,179 $ 139,730 $ 359,909 $ 229,423
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RICHARD MILBURN ACADEMY, INC. - AMARILLO

STATEMENT OF CASH FLOWS

FOR THE TEN MONTHS ENDED JUNE 30,2014
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED AUGUST 31,2013)

2014 2013

Cash Flows from Operating Activities:

Foundation school program payments s 1,723,958 $ 1,597,559
Grant payments 220,001 258,447
Miscellaneous sources 5,313 50,000
Payments to vendors for goods and servcies rendered (525,374) (1,002,305)
Payments to charter school personnel for services rendered (996,122) (1,068,820)

Net Cash Provided/(Used) by Operating Activities 427,776 (165,119)

Cash Flows from Investing Activities:
Purchase of capital assets (8,750)

Net Cash Povided/(Used) by Investing Activities (8,750)

Net Increase (Decrease) in Cash 427,776 (173,869)
Cash at Beginning of Year 35,401 209,270

Cash at End of Year $ 463,177 $ 35)101

Reconciliation of Change in Net Assets to Net Cash Provided by Operating Activities:

Change in Net Assets $ 270,289 $ 147,966
Adjustments to reconcile change in net assets to net cash provided by operating activities:

Depreciation 14,834 23,351
Deferred tenant allowance amortization (7,300) (8,750)
(Increase) Decrease in assets:

Due from affiliates
Due from governmental agencies (9,153) (230,878)
Prepaid assets 876 772
Other assets

Increase ( Decrease) in liabilities:

Accounts payable and accrued expenses 152,595 (146,641)
Accrued payroll 44,663 (894)
Due to affiliates (39,028) 49,955

Net Cash Provided/(Used) by Operating Activities $ 427,776 $ (165,119)
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RICHARD MILBURN ACADEMY, INC. - CORPUS CHRISTI
STATEMENT OF CASH FLOWS

FOR THE TEN MONTHS ENDED JUNE 30,2014

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED AUGUST 31, 2013)

2014 2013

Cash Flows from Operating Activities:

Foundation school program payments s 1,715,762 $ 1,890,431
Grant payments 188,973 263,906
Miscellaneous sources 4,352 2,289
Payments to vendors for goods and servcies rendered (726,896) (939,037)
Payments to charter school personnel for services rendered (1,042,568) (1,290,707)

Net Cash Provided/(Used) by Operating Activities 139,623 (73,118)

Cash Flows from Investing Activities:

Purchase of capital assets

Net Cash Povided/(Used) by Investing Activities

Net Increase (Decrease) in Cash 139,623 (73,118)

Cash at Beginning of Year 79,620 152,738

Cash at End of Year $ 219,243 $ 79,620

Reconciliation of Change in Net Assets to Net Cash Provided by Operating Activities:

Change in Net Assets $ 152,297 $ 269,482
Adjustments to reconcile change in net assets to net cash provided by operating activities:

Depreciation
Deferred tenant allowance amortization

(Increase) Decrease. in assets:
Due from affiliates 12,705 (11,267)
Due from governmental agencies (122,141) (104,410)
Prepaid assets (17,749) 2,110
Other assets 6,136 8,304

Increase ( Decrease) in liabilities:

Accounts payable and accrued expenses 69,628 (264,888)
Accrued payroll 64,822 (36,670)
Due to affiliates (26,075) 64,221

Net Cash Provided/(Used) by Operating Activities $ 139,623 s (73,118)
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RICHARD MILBURN ACADEMY, INC. - KILLEEN

STATEMENT OF CASH FLOWS

FOR THE TEN MONTHS ENDED JUNE 30,2014
(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED AUGUST 31, 2013)

2014 2013

Cash Flows from Operating Activities:

Foundation school program payments $ 1,097,962 $ 1,121,300
Grant payments 153,182 194,831
Miscellaneous sources 4,415 9
Payments to vendors for goods and servcies rendered (387,898) (639,607)
Payments to charter school personnel for services rendered (766,021) (875,858)

Net Cash Provided/(Used) by Operating Activities 101,640 (199,325)

Cash Flows from Investing Activities:
Purchase of capital assets

Net Cash Povided/(Used) by Investing Activities

Net Increase (Decrease) in Cash 101,640 (199,325)
Cash at Beginning of Year 25,927 - 225,252

Cash at End of Year $ 127,567 $ 25,927

Reconciliation of Change in Net Assets to Net Cash Provide4 by Operating Activities:
Change in Net Assets $ 144,145 $ (39,609)
Adjustments to reconcile change In net assets to net cash provided by operating activities:

Depreciation 19,028 24,231
Deferred tenant allowance amortization
(Increase) Decrease in assets:

Due from affiliates (39,129) (253,349)
Due from governmental agencies (87,450) (64,240)
Prepaid assets 20,101 1,636
Other assets

Increase ( Decrease) in liabilities:
Accounts payable and accrued expenses 79,029 136,049
Accrued payroll (34,084) 11,452
Due to affiliates (15,495)

Net Cash Provided/(Used) by Operating Activities $ 101,640 $ (199,325)
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RICHARD MILBURN ACADEMY, INC. - AMARILLO
SCHEDULE OF EXPENSES

FORTHE TEN MONTHS ENDED JUNE 30, 2014
(WITH COMPARATIVE TOTALS FORTHE YEAR ENDED AUGUST 31,2013)

Totals
2014 2013

Expenses
6100 Payroll costs $ 1,040,785 $ 1,067,926

6200 Professional and contracted services 393,751 432,663
6300 Supplies and materials 172,400 111,068
6400 Other operating costs 81,200 96,428-
Total Expenses $ 1,688,136 $ 1,708,085
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RICHARD MILBURN ACADEMY, INC. - CORPUS CHRISTI
SCHEDULE OF EXPENSES

FORTHE TEN MONTHS ENDED JUNE 30, 2014
(WITH COMPARATIVE TOTALS FORTHE YEAR ENEDED AUGUST 31,2013)

Totals
2014 2013

Expenses
6100 Payroll costs $ 1,107,390 $ 1,254,037
6200 Professional and contracted services 434,260 433,440
6300 Supplies and materials 234,895 78,677
6400 Other operating costs 102,386 - 123,953

Total Expenses $ 1,878,931 $ 1,890,107
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RICHARD MILBURN ACADEMY, INC. - KILLEEN
SCHEDULE OF EXPENSES

FORTHE TEN MONTHS ENDED JUNE 30, 2014
(WITH COMPARATIVE TOTALS FOR THE YEAR ENEDED AUGUST 31,2013)

Totals
2014 2013

Expenses
6100 Payroll costs $ 731,937 $ 887,310
6200 Professional and contracted services 258,478 483,027
6300 Supplies and materials 131,910 124,478
6400 Other operating costs 76,539 - 114,283

Total Expenses $ 1,198,864 $ 1,609,098
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RICHARD MILBURN ACADEMY, INC. - AMARILLO
SCHEDULE OF CAPITAL ASSETS

FOR THE TEN MONTHS ENDED JUNE 30, 2014

Ownership Interest
Local State Federal-

1110 Cash and cash equivalents $ - $ 463,177 $
1520 Building 82,624

1539 Furniture and equipment - 181,146 -
$ - $ 726,947 $
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RICHARD MILBURN ACADEMY, INC. - CORPUS CHRISTI
SCHEDULE OF CAPITAL ASSETS

FOR THE TEN MONTHS ENDED JUNE 30, 2014

Ownership Interest
Local State Federal

1110 Cash and cash equivalents $ - $ 219,243 $
1520 Building
1539 Furniture and equipment - 48,368 19,231

s - $ 267,611 $ 19,231
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RICHARD MILBURN ACADEMY, INC. - KILLEEN
SCHEDULE OF CAPITAL ASSETS

FOR THE TEN MONTHS ENDED JUNE 30, 2014

Ownership Interest
Local State Federal

1110 Cash and cash equivalents $ - $ 127,567 $
1520 BUilding - 22,038
1539 Furniture and equipment - 91,905 105,426-

$ - $ 241,510 $ 105,426
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RICHARD MILBURN ACADEMY, INC. - CORPORATE
SCHEDULE OF CAPITAL ASSETS

FOR THE TEN MONTHS ENDED JUNE 30, 2014

Ownership Interest

Local State Federal-
1110 Cash and cash equivalents $ - $ 8,601 $
1520 Building

1539 Furniture and equipment - 13,336 -

$ - $ 21,937 $
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RICHARD MILBURN ACADEMY, INC. - AMARILLO

BUDGETARY COMPARISON SCHEDULE

FOR THE TEN MONTHS ENDED JUNE 30, 2014

Budgeted Amounts

Actual Variance from

~inal Final Amounts Final Budget

Revenues and Other Support
Local support:

5740 Interest income and other income $ $ $ 5,313 $ 5,313

State program revenues:
5810 Foundation school program act 1,707,050 1,707,077 1,733,111 26,034

Federal program revenues:
5920 Federal revenues distributed by the

Texas Education Agency 142,685 338,721 220,001 (118,720)

Total Revenues 1,849,735 2,045,798 1,958,425 (87,373)

Expenses
11 Instruction 793,004 1,137,797 944,574 193,223

12 Instructional resources and media services 4,000 - 4,000

13 Curriculum development and instructional staff development 32,808 10,700 3,548 7,152

21 Instructional leadership 28,800 22,267 6,533

23 School leadership 158,986 191,555 154,682 36,873

31 Guidance, counseling and evaluation services 129,664 126,346 108,278 18,068

32 Social work services
33 Health services 2,500 500 500

34 Student transportation
35 Food services
36 Cocurricular/extracurricular activities 12,000

41 General adminstration 325,926 237,663 257,782 (20,119)

51 Plant maintenance and operations 202,684 198,777 159,223 39,554

52 Security and monitoring services 8,696 52,142 2,734 49,408

53 Data processing services 39,089 60,592 33,900 26,692

61 Coummunity services 1,000 4,000 1,148 2,852

Total Expenses 1,706,357 2,052,872 1,688,136 364,736

Change in Net Assets 143,378 (7,074) 270,289 277,363

Net Assets, beginning of year 98,204 98,204 98,204

Net Assets, end of year $ 241,582 $ 91,130 $ 368,493 $ 277,363
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RICHARDMILBURN ACADEMY, INC. - CORPUSCHRISTI
BUDGETARYCOMPARISONSCHEDULE

FORTHETEN MONTHS ENDEDJUNE 30, 2014

Budgeted Amounts

Actual Variance from
Original Final Amounts Final Budget

Revenues and Other Support
Local support:

5740 Interest and other income $ $ $ 4,352 $ 4,352

State program revenues:
5810 Foundation school program act 1,757,440 1,757,440 1,837,903 80,463

Federal program revenues:
5920 Federal revenues distributed by the

Texas Education Agency 238,584 245,867 188,973 __ (56,894)

Total Revenues 1,996,024 2,003,307 2,031,228 27,921

Expenses
11 Instruction 780,558 1,012,694 1,038,441 (25,747)
12 Instructional resources and media services 11,000 11,000 11,000
13 Curriculum development and instructional staff development 7,412 2,955 1,979 976
21 Instructional leadership - 28,900 22,883 6,017
23 School leadership 218,608 224,350 199,464 24,886
31 Guidance, counseling and evaluation services 95,528 99,454 77,583 21,871
32 Social work services 4,400 19,729 (15,329) •
33 Health services 12,090 16,090 12,831 3,259
34 Student transportation 15,000 9,022 5,978
35 Food services
36 Cocurricular/extracurricular activities 10,500 21,000 6,984 14,016
41 General adminstration 366,202 260,213 169,295 90,918
51 Plant maintenance and operations 302,181 302,181 260,220 41,961
52 Security and monitoring services 33,622 40,822 40,063 759
53 Data processing services 15,792 25,792 19,248 6,544
61 Community services 1,500 6,500 1,189 5,311

Total Expenses 1,854,993 2,071,351 1,878,931 ___ 192,420

Change in Net Assets 141,031 (68,044) 152,297 220,341
Net Assets, beginning of year 111,916 111,916 111,916

Net Assets, end of year $ 252,947 $ 43,872 $ 264,213 $ 220,341

• The school changed from a management company to a back office service in March of 2014. Significant work was extended to accurately
state the budget and the financials for the 2013-2014 school year. Adjustments were found late in the year and during the audit that would mOVE
expenses to the correct function.
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RICHARD MILBURN ACADEMY, INC. - KILLEEN
BUDGETARY COMPARISON SCHEDULE

FORTHE TEN MONTHS ENDED JUNE 30, 2014

Budgeted Amounts

Actual Variance from
Original Final Amounts Final Budget

Revenues and Other Support
Local support:

5740 Interest and other income $ $ $ 4,415 $ 4,415

State program revenues:
5810 Foundation school program act 1,180,464 1,180,464 1,185,412 4,948

Federal program revenues:
5920 Federal revenues distributed by the

Texas Education Agency 86,626 275,030 153,182 (121,848)

Total Revenues 1,267,090 1,455,494 1,343,009 (112,485)

Expenses
11 Instruction 474,792 859,545 660,446 199,099
12 Instructional resources and media services 7,896 7,896 7,896
13 Curriculum development and instructional staff development 15,420 3,596 1,812 1,784
21 Instructional leadership 18,804 17,097 1,707
23 School leadership 185,871 185,871 154,678 31,193
31 Guidance, counseling and evaluation services 74,148 42,148 39,443 2,705
32 Social work services 1,500 1,500 1,500
33 Health services 2,500 1,500 1,500
34 Student transportation
35 Food Services
36 Cocurricular/extracurricular activities 1,500 2,500 1,953 547
41 General adminstration 243,518 107,518 119,222 (11,704) •
51 Plant maintenance and operations 158,118 158,118 143,712 14,406
52 Security and monitoring services 16,340 31,340 39,161 (7,821) •
53 Data processing services 14,937 24,937 20,479 4,458
61 Community services 3,000 3,000 861 2,139

Total Expenses 1,199,540 1,448,273 1,198,864 ___ 2_49,409

Change in Net Assets 67,550 7,221 144,145 136,924
Transfer of discontinued school (13,659) (13,659) (13,659)
Net Assets, beginning of year 229,423 229,423 229,423 -
Net Assets, end of year $ 283,314 $ 222,985 $ 359,909 $ 136,924

• The school changed from a management company to a back office service in March of 2014. Significant work was extended to accurately state the
budget and the financials for the 2013-2014 school year. Adjustments were found late in the year and during the audit that would move
expenses to the correct function.
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It Cunningham, Shavers, Christensen & Wright, L.L.P.
Certified Public Accountants

2110 Austin Avenue
Waco, Texas 76701
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Fred R. Shavers III, C.P.A.
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Danny R. Wright, C.P.A.
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Thomas C. Cunningham, C.P.A.
Partner Emeritus

INDEPENDENTAUDITOR'SREPORTON INTERNALCONTROLOVERFINANCIAL
REPORTINGAND ON COMPLIANCEAND OTHERMAnERS BASEDON

AN AUDITOFFINANCIALSTATEMENTSPERFORMED
INACCORDANCEWITH GOVERNMENTAUDITINGSTANDARDS

Board of Directors
RichardMilburn Academy, Inc.
McQueeney, Texas

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 Richard Milburn Academy, Inc. (a nonprofit
organization) which comprise the statement of financial position as of June 30, 2014, and the related statements
of activities and cash flows for the ten months then ended, and the related notes to the financial statements, and
have issued our report thereon dated November 24, 2014. .

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Richard Milburn Academy,
Inc.'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 expressingan opinion on the effectiveness of Richard Milburn Academy, Inc.'s internal control.
Accordingly, we do not express an opinion on the effectiveness of Richard Milburn Academy, Inc.'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 amaterial 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 lesssevere 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 weaknessesor 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.

MEMBERS, AMERICAN INSTITUTE OF CERTIFIED PuBLIC ACCOUNTANTS' TExAs SOCIETY OF CERTIFIED PuBLIC ACCOUNTANTS
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Richard Milburn Academy, tncs financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards and which are described in the accompanying schedule of findings and questioned costs as items
2014-1 and 2014-2.

Richard Milburn Academy, Inc.'s Response to Findings

Richard Milburn Academy, tnc.'s response to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. Richard Milburn Academy, lnc.ts response was not
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.

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 organization's internal control or on
compliance. This report is in integral part of an audit performed in accordance with Government Auditing Standards
in considering the organization's internal control and compliance. Accordingly, this communication is not suitable
for any other purpose.

~ 41.. _ . .. a:t=::..- r VA tt:-4!-"IJ
November 24, 2014 /
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INDEPENDENTAUDITOR'SREPORTONCOMPLIANCE
FOREACHMAJORPROGRAMAND ON INTERNALCONTROL
OVERCOMPLIANCEREQUIREDBYOMB CIRCULARA-133

Board of Directors
RichardMilburn Academy, Inc.
McQueeney, Texas

Report on Compliance For EachMajor Federal Program

We have audited Richard Milburn Academy, lnc.s compliance with the types of compliance requirements described
in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of Richard
Milburn Academy, Inc.'s major federal programs for the ten months ended June 3D, 2014. Richard Milburn
Academy, Inc.'s major federal programs 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 programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of Richard Milburn Academy, tnc.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 Richard Milburn Academy, Inco'scompliance with those requirements
and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basisfor our opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of Richard Milburn Academy, lnc.ts compliance.

Opinion on EachMajor Federal Program

In our opinion, Richard Milburn Academy, Inc. complied, in all material respects, with the types of compliance
requirements referred to above that could have adirect and material effect on each of its major federal programs
for the ten months ended June 30, 2014.
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Report on Internal Control Over Compliance

Management of Richard Milburn Academy, Inc. 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 Richard Milburn Academy, Inc.'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 RichardMilburn Academy, Inc.'s internal control over compliance. Accordingly we do not express an opinion on
the effectiveness of Richard Milburn Academy, Inc.'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
lesssevere 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.

Thepurpose 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.

I-,L- ~U / zcc.: r V~ / ?L-'/>
November 24, 2014
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Richard Milburn Academy, Inc.

Schedule of Findings and Questioned Costs
For the Ten Months Ended June 30, 2014

I. SUMMARY OF AUDITORS' RESULTS

Financial Statements

Type of auditor's report issued: Unmodified

Internal Control over Financial Reporting:

Material weakness (es) identified?
Significant deficiencies(s) identified
That are not considered to be material
weaknesses?

Yes -.1L No

_X_Yes No

Noncompliance material to financial statements noted? Yes -.1L No

Federal Awards

Internal Control Over Major Programs:
Material weakness (es) identified?
Significant deficiencies(s) identified that are
not considered to be material weaknesses?

Yes -.1L No

Yes -.1L No

Type of auditor's report issued on compliance for
Major programs: Unmodified

Any audit findings disclosed that are
required to be reported in accordance with
section 510(a) of Circular A-133? Yes _X_ No

Identification of Major Programs:

CFDA Number(s) Name of Federal Program or Cluster

84.01OA ESEA,Title I, Part A - Improving Basic
Programs

Dollar threshold used to distinguish
between Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee? Yes _X_ No
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Richard Milburn Academy, Inc.

Schedule of Findings and Questioned Costs (continued)
For the Ten Months Ended June 30, 2014

II. FINANCIAL STATEMENT FINDINGS

A. Significant Deficiencies in Internal Control over Financial Reporting

Finding 2014-1

Condition: Due to/due from reconciliations were not reconciled to determine that they balanced
between each school.

Cause: The due to/ due from reconciliations were not reconciled.

Effect: The lack of preparing the due to/due from reconciliations on a regular basis can affect the
accuracy of financial reporting for each school.

Recommendation: Due to/ due from reconciliations should be prepared on a monthly basis to ensure
that all activity between schools has been properly recorded.

Management Response: The Charter will begin preparing due to/due from reconciliations on a monthly
basis.

Finding 2014-2

Condition: Expenditures exceeded budgeted amounts inseveral functions.

Criteria: State law requires the Charter School to adopt a budget through the passage of a resolution by
the board. Once the budget is adopted, it can only be amended at the function and fund level by approval
of a majority of the members of the Board. As required by law, such amendments are made before the
fact and reflected in the official minutes of the Board.

Effect: Expenses exceeded final budgeted amounts in several functions.

Recommendation: The Charter School should continue to monitor expenditures as to amount and
classification in accordance with the Texas Education Agency Special Supplement to the Financial
Accountability System Resource Guide.

Management Response: The Charter School will continue to monitor expenses as to account
classification and amount to ensure adequate budget is provided.

III. FINDINGS AND QUESTIONED COSTSFOR FEDERALAWARDS

None noted.
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Richard Milburn Academy, Inc.

Schedule of Status of Prior Findings
For the Ten Months Ended June 30, 2014

2013-1 Unspent Allotments

Condition: The organization did not spend the required amount of allotments of Fom1dation School
Program ("FSpIl) funding. The amount of unspent allotments is summarized below:

Career &
Technology

Special
Education

Compensatory
Education

High School
Allotment

$109,399 $414,126 $385,013 $64,972

Criteria: The organization receives FSPallotments, 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 was 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: The organization should implement monitoring controls over minimum expenditure
requirements for allotment spending to ensure that all required expenditures are made timely.

Status: The organization more closely monitored its control over minimum expenditure requirements for
FSPallotment spending resulting in adequate spending ofrequired percentages for the ten months ended
June 30, 2014.

2013-2 Due to/Due from Reconciliations

Condition: Due to/due from reconciliations were not prepared on a regular basis to determine that they
balancewhen 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 necessaryafter year end to reconcile the due to/due
forms.

Recommendation: Due to/due from reconciliations should be prepared on a monthly basisto ensure they
balancewith each other when all balances are combined at year end.

Status: Due to/due from reconciliations were not sufficiently prepared for the ten months deeded June 30,
2014.
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Richard Milburn Academy, Inc.

Schedule of Status of Prior Findings (continued)
For the Ten Months Ended June 30, 2014

2013-3 Budget Efficiency

Condition: Expenditures exceeded budgeted amounts in several functions.

Criteria: State law requires the Charter School to adopt a budget through the passageof resolution by the
board. One the budget is adopted, it can only be amended at the function and fund level by approval of a
majority of the member of the Board. As required by law, such amendments are made before the fact and
reflected in the official minutes of the board

Effect: Expensesexceeded final budgeted amounts in several functions.

Recommendation: The Charter School should continue to monitor expenditures as to amount and
c1assicization in accordance with the Texas Education Agency Special Supplement to the Financial
Accountability System ResourceGuide.

Status: The Charter School more closely monitored expenditures as to amount and classification resulting
in fewer unfavorable variances.
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RICHARD MILBURN ACADEMY, INC.
SCHEDULE OF EXPENDITURES OF FEDERALAWARDS

FORTHE TEN MONTHS ENDED JUNE 30, 2014

Federal
CFDA Pass Through Entity Federal

Grantor/ Program Title Number Identifying Number Expenditures

U.S. Department of Education:
Passed Through State Department of Education
ESEA,Title I, Part A - Improving Basic Programs 84.010A 14610112188801 $ 174,973
ESEA,Title I, Part A - Improving Basic Programs 84.01OA 14610101178804 143,491
ESEA,Title I, Part A - Improving Basic Programs 84.010A 14610112014801 131,740

Total Title I, Part A Cluster 450,204

IDEA - Part B, Formula 84.027A 146600011888016000 27,839
IDEA - Part B, Formula 84.027A 146600011788046000 27,469
IDEA - Part B, Formula 84.027A 146600010148016000 8,535

Total IDEA - Part B Cluster 63,843

ESEA,Title II, Part A - Teacher and Prinicipal Training 84.367A 14694501188801 17,190
ESEA,Title II, Part A - Teacher and Prinicipal Training 84.367A 14694501178804 18,012
ESEA,Title II, Part A - Teacher and Prinicipal Training 84.367A 14694501014801 12,907

Total Title II, Part A Cluster - 48,109

Total Expenditures of Federal Awards s 562,156

Note to the Schedule of Expenditure of Federal Awards:
Standard Financial Accounting System

For all federal programs, the organization used the net asset classes and codes specified
by the Texas Education Agency in the Special Supplement to Financial Accounting and
Reporting, Nonprofit Charter School Chart of Accounts. Temporarily restricted net
asset codes are used to account for resources restricted to or designated for specific
purposes by a grantor. Federal and state financial assistance is generally accounted
for in temporarily restricted net asset codes.
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