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Bradshaw, Sn1ith & Co . ., LLP 

INDEPENDENT AUDITOR'S REPORT 

To the Receiver 
Quest Preparatory Academy 

Report oo the F inancial Statements 

1,'i~>I \ \ t , 1 I l1.11 ii ,11111 

I," \1·g,1, '-• 1.111.1 :-;•II It, 
,11.', ~n,•r,":-, I·\\ ,1121 si;.; .. r,111 

We have audited the accompany ing financial statements of the governmental activities, each major fund, 
aod the aggregate remaining fund information of Quest Preparatory Academy, as of and for the year ended 
June 30, 20 17, and the related notes to the financial statements, which collectively comprise the 
Academy 's basic financial statements as listed in the table of contents. 

Management's Responsibility for the F inancial 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 opinions 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 Governmem 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 fin ancial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's j udgment, 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 interna l control relevant to the enti ty 's preparation and fair 
presentation of the financial statements in order to des ign 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 rea onableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opin ions. 



Opinions 

In our opinion, the financial statements referred lo above present fairly. in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate remaining 
fund infonnation of Quest Preparatory Academy as of June 30, 2017. and the respective changes in 
fi nancial position for the year then ended in accordance with accounting principles generally accepted in 
the United States o f A merica. 

Emphasis of fatter Regarding Going Concern 

The accompanying fi nancial statements have been prepared assuming that Quest Preparatory Academy 
will continue as a going concern. As discussed in Note 2, the SPCSA appointed a receiver to address their 
concerns and to assist the Academy w ith fiscal management. The receiver has successfully settled all but 
one o f the long term leases and contracts. However, there is still uncertainty related to the Bridger campus 
location and academic performance. These condi1ions raise doubt about the Academy's ability to continue 
as a going concern. Management's plans, includin g an academic turnaround plan, regarding the e matters 
also are described in Note 2. The financ ial statements do not include any adjustments that might result 
from the outcome of this uncertainty. Our opinions are not modified with respect to this matter. 

Emphasis of Matter Regard ing Prior Period Adju fments 

As discu sed in Note 3, the financial statements have been corrected for the recording of deferred outflows 
related to Public Employees· Retirement System and to correct the overstatement of payroll liabilities. 
Our opinions are not modified witJ, respect to thi matter. 

Other Matte rs 

Required Supplemental Informatio11 

Accounting principle generally accepted in the United State of America require that the management's 
discussion and analysis on pages 4 1hrough I 0, budgetary comparison in formatio n on pages 38 th.rough 41 
and the schedules the Academy's proportionate share of the net pension liability and pension contributions 
on pages 42 through 44 be presented to supplement the basic financial statements. Such information 
a lthough not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedure to the required supplementary info rmation in accordance w ith auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management about the 
methods of preparing the information and comparing the infonnation for consistency with management's 
responses to our inqui:Jies the basic financial statements, and other knowledge we obtained during our 
audit of the basic fi nancial tatements . We do no t express an opinion or provide any assurance on the 
information because the lim ited procedures do not provide us with sufficient evidence to express an 
opinion or provide any as urance. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Governmenr Auditing Standards, we have also issued our report dated December I, 
2017 on our consideration of Quest P reparatory Academy's internal control over fin ancial reporting and on 
our tests of its compliance with certain provis ions of laws, regulations, contracts, and grant agreements 
and other matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the resul ts of that testing, and not to provide an opinion on internal 
contrnl over fi nancial reporting or on compliance. That report is an integral pa11 of an audit performed in 
accordance with Government Auditing Standards in considering Quest Preparato,y Academy's internal 
control over fi nancial reporting and compliance. 

Las Vegas, Nevada 
December 1, 20 l 7 

3 



QUEST PREP ARA TORY ACADEMY 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

FOR FISCAL YEAR E DED JUNE 30, 2017 

As management of Quest Preparatory Academy, herea fter referred as "the Academy", we offer readers of 
the Academy's financial statements this na1Tative overview and ana lysis of the financial activi ties of the 
Academy for the fi scal year ended June 30, 20 17. We encourage readers to read the in fomiation presented 
here in conjunction with additional information that we have furnished in the Academy's financia l 
statements which follow this narrative. 

Financial Highlights 

• Total current assets increased approximately $799,804, which was principally from an increase in 
cash resulting from reduced payment ofrent for school campus leases as a result of settlements with 
landlords and court rulings. 

• Total current liabilities decreased $1 ,277,586, due to the Academy paying delinquent PERS 
contributions of $339,986, a reduction in payroll accruals of $ 11 9,077, primarily due to a reduced 
workforce with the closing of the high school, a reduction of the capital lease obligation of 
$338,376 upon negotiations and return of the secured fumiture and equipment in settlement and 
settlement of other open payables and obligations. 

• Total long-term liabilities increased $1 ,200,261 of which $1,174,533 related to an increase in the 
net pension liability and $25,728 related to operations, p1imarily an increase in the accrual for 
compensated absences. 

• Enrollment decreased by approximately 500 students primarily as a result of closing the high school 
after the 20 15/20 16 school year and State per pupi l funding decreased revenues $1, 174 ,058 from 
prior year. 

Overview of the Financial Statements 

Management's Discussion and Analysis (MD&A) serves as an introduction to, and should be read in 
conjunction with, the basic; audited financial statements and required supplementary inforn1ation. The 
MD&A represents management's examination and analysis of the Academy's financial condition and 
performance. Summary financial statement data, key financial and operational indicators used in the 
Academy's strategic plan, budget, and other management tools were used for this analysis. 

The financial statements report Lnfonnation about the Academy using modified accrual accountLng to 
present the general fund of the Academy and the accrual basis of accounting to convert the fund for 
presentation in the government wide financial statements. The financial statements of the Academy have 
been prepared in accordance with generally accepted accounting principles as it applies to governmental 
units. The financial statements include the Statement of Net Position and Governmental Funds Balance 
Sheet, Statement of Activities and Governmental Funds Statement of Revenues, Expenditures, and Changes 
i.n Fund Balance, and Notes to the Financial Statements. 

The Governmental Funds Balance Sheet and the Statement of Net Position present the financial position of 
the Academy on a modified accrual historical cost basis for the general fund of the Academy and the 
accrual basis of accountfog to convert the fund for presentation in the government wide financial 
statements, respectively. The statements present information on all of the Academy's assets and deferred 
outfl ows and liab ilities and deferred inflows, with the difference reported as net position. Over time, 
increases and decreases in net position are an indicator of whether the financial position of the Academy is 
improving or deteriorating. 
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QUESTPREPARATORYACADEMY 

MANAGEME T'S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR FISCAL YEAR ENDED JUNE 30, 2017 

While the Statement of Net Position and Governmental Funds Balance Sheet provides information about 
the nature and amount of resources and obligations at year-end, U1e Statement of Activities and 
Governmental Funds Revenues, Expenditures, and Changes in Fund Balance present the results of the 
acti vities over the course of the fiscal year and in formation as to how the fund balances changed during the 
year. All changes in fu nd balances are reported as soon as Lbe underlying event giving rise to the change 
occurs, regardless of the timing of the related cash fl ows. These statements also provide ce11ain 
infonnation about tl1e Academy's recovery of its costs. 

The Notes to the Financial Statements provide required disclosures and other infomrntion that are essential 
to a full understanding of material data provided in the statements. The notes present information about the 
Academy's accounting policies, significant account balances, activities, material risks, obligations, 
commitments , contingencies and subsequent events, if any. 

The financial statements were prepared from the detailed books and records of the Academy. The fi nancial 
statements were audited and adjusted, if material, during the independent external audit process. 

Summary of Organization and Business 

Quest Preparatory Academy organized in 2008 to operate a public charter school sponsored by the Nevada 
Department of Education. The Academy operates kindergarten to eighth grade levels in Clark County. 
The Academy entered into a Charter School Contract with the State Public Charter School Authority in 
January 2014. The contrnct is for a tenn of s ix years unless tenninated earlier under provisions outlined in 
the contract. 

A condensed statement of net position - governmental activities at June 30 2017 and 20 16 and a condensed 
statement of changes in net position - governmental activiti es for the years ended June 30, 20 17 and 2016 
are presented below. 
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QUEST PREPARATORY ACADEMY 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR FISCAL YEARE DED JUNE 30, 2017 

Condensed Statement of Net Position - Governmental Activities 
As of June 30, 2017 and 2016 

June 30, 
2017 

Operations GASB 68 As Reported 

Assets: 
Total current assets $ 2,378,403 $ $ 2,378,403 
Total noncurrent assets 742,349 742,349 

Total assets 3,120,752 3,120,752 
Deferred outflows of resources: 

Deferred outflows relating to pensions 8,892,535 8,892,535 
Liabilities: 

Total current liabilities 1,286.482 1,286,482 
Total long-tenn liabilities 299,735 10,520,783 10,820,518 

Total liabilities 1,586,217 10,520,783 12,107,000 
Deferred inflows of resources: 

Deferred inflows relating to pensions 1,562,896 1,562,896 
Net position: 

Invested in capital assets 704,740 704,740 
Restricted 
Unrestricted 829,795 (3, 191,144) (2,36 1,349) 

Total net position $ 1,534,535 $ (3, 191 , 144) $ (1,656,609) 

Financial Analysis 

2016 
as restated 

$ 1,578,599 

1,089,136 
2,667,735 

9,338,25 1 

2,564,068 
9,620,257 

12, 184,325 

1,459,551 

527,777 

(2, 165,667) 

$ (1 ,637,890) 

GASS 68, Accounting and Financial Reporting for Pensions requires the Academy to report its 
proportionate share of the Public Employee's Retirement System of Nevada's (PERS) net pension liability, 
deferred outflows of resources and defe1Ted in flows of resources on the statement of net position. Deferred 
outflows consisted of employer contributions to PERS made during the year, net differences between 
projected and actual earnings on pension plan investments, and changes in proportion and differences 
between Academy contributions and proportionate share of contributions. Total long-term liabilities 
consisted of the net pension liability. Deferred inflows relati ng to pensio ns at June 30, 2017 consisted of 
differences between expected and actual experience, changes in proportion and differences between 
employer contributions and proportionate share of contributions. The net pension liabili ty at June 30, 20 17 
and 20 l 6 has c reated a deficit in net position. 

Total current assets increased approximately $799,804, which was principally from an increase in cash 
resulting from reduced payment of rent for school campus leases as a result of settlements with landlords 
and court rulings. Total noncurrent assets decreased approximately $346,787, principally due to returning 
equipment and furniture used at the high school to the lender in settlement of the capital lease securing the 
equipment and furniture. 
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QUEST PREPARATORY CADEMY 

MANAGEME T'S DISCUSSIO AND ANALYSIS (CO TINUED) 

FOR FISCAL YEAR ENDED JUNE 30, 201 7 

Deferred outflows decreased $445,716 due to a change in the proportion differences a · reported by PERS 
mitigated by an increase in projected and actual inve tment earnings differences. 

Total current liabili ties decreased $1,277,586, due to the Academy paying delinquent PERS contributions 
of $339,986, a reduction in payrolJ accruals of $1 19,077, primarily due to a reduced workforce with the 
closing of the high school, a reduction of the capital lease obligation of $338,376 upon negotiations and 
return of the secured furniture and equipment in settlement and settlement of other open payables and 
obligations. Total long-tenn liabilities increased $1,200 26 1 of which $1,174,533 related to an increase in 
the net pension liabili ty and $25,728 related to operations, primari ly an increase i~n the accrual for 
compensated absences. 

Deferred inflows decreased $ 103,345 due to an increase in changes in proportion differences mitigated by a 
change in projected and actual inve anent earnings differences, as reported by PERS. 

Net position decreased $18,719 from June 30, 2016 to June 30, 2017. 
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QUEST PREPARATORY ACADEMY 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED) 

FOR FISCAL YEAR ENDED JUNE 30, 2017 

Condensed Changes in Net Position - Governmental Activities 
For the fiscal years ended June 30, 2017 and 2016 

2017 
Operating GASB 68 As Reported 

Revenue: 

Program revenues: 

Charges for services $ 304,769 $ $ 304,769 
Operating grants and contributions 576,842 576,842 

Total program revenues 881,6 1 l 88 1,61 I 
General revenues: 

Federal aid not restricted to specific purposes 

State aid not restricted to specific purposes 8, 173,191 8, 173,191 
Other local sources 13 13 

Total general revenues 8, l 73.204 8,173,204 

Total revenues 9,054,8 I 5 9,054,815 

Expenditures: 

Instructional expenses 3,430,80 1 993,582 4.424,383 
Suppon services 161,924 3,278 165,202 
General administration 2,057,697 603,041 2,660,738 
Facilities 1,025,437 37,439 1,062,876 
Food service 556,016 64,050 620,066 
Before and after care l 00,065 22,204 122,269 
Athletics/other 18,000 18,000 

Total expenditures 7,349,940 1,723,594 9,073 ,534 

Change in net position 1,704.875 (1 ,723,594) (18,719) 

Fund balance: 

Beginning of year, as restated (I 70.340) (1 ,467,550) (1 ,637,890) 
End of year $ 1,534,535 $ (3,191,144) $ (1 ,656,609) 

2016 
as restated 

$ 252,927 

333,207 

586, l 34 

9,347,249 

11 

9,347,260 

9,933,394 

6,349, 159 

361,700 

2,947,012 

1,207,474 

769,667 

540 

50,000 

11 ,685,552 

( 1,752, 158) 

114,268 

$ ( 1,63 7,890) 
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QUESTPREP RATORY CADEMY 

MANAGEME T'S DISCUSSION AND A AL YSIS (CONTI UED) 

FOR FISCAL YEAR ENDED JUNE 30, 2017 

Results of Operations 

Revenue : Program revenues con i r mainly of funds received from the evada Depanment of Education 
for the pecial education program and food service program and charge to student for the lunch program, 
afterschool program. and athletics. Program revenues increased $295,477. $305,782 of the increase relates 
to an increase in the State funding of the special education program and $ I 41 ,840 of the increase is from 
bringing the afterschool program back in-house, which was outsourced in 2016. The increases were 
mitigated by a decrease in revenues from the food program and athletics with the closing of the high 
school. 

General revenues received by the Academy are generated mostly rhrough rhe support of the State of 
evada based on per pupil allocations and general donations. The decrea e in our funding allocation from 

the State of evada was $1, I 74,058 wh ich was primarily the result of a decline in enrollment and a 
decrease in the per pupil allocation rate paid by the State. 

Expenditures: For the fiscal year ended June 30, 2017, expenses were lower rhan prior year's expenses by 
$2,612,0 18 primari ly due to the closure of the high school. lnstructional and support services decreased 
$2,12 1,274 with a reduction in workforce, supplies and technology need and food services decreased 
$149,60 I due to fewer students served. General and administration decreased $286,274 due to a reduction 
in staffing, office expenses and upplies, partially mitigated by the upfront cost of the re-location of the 
Rancho campus. 

Analysis of General Fund 

As of June 30, 20 I 7 the Academy's genera l fund reported a fund balance of $921.986, an increase of 
$1,559, 108 in comparison wirh the prior year. The Academy's general fund revenues decreased 
$1,191,787 and expenses decreased $2, 144,670. The Academy's revenues and expenses were reduced with 
the closure of the high school at the end of the 20 15/2016 school year. 

Budgetary Highlights 

Revenues of the general fund were under budget by $233,72 1. Consequently. general fund expenditures 
were under budget by $521.943. Revenues of the special education fund were over budget by $214,005 
and special education fund expenditures were under budget $256,435. Food service fund revenues were 
under budget by $68,964 and expenses were over budget $67 354 for the year ended June 30, 2017. The 
special education and food service funds excess expenditures over revenues were funded th.rough transfers 
from the general fund. 
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QUESTPREPARATORYACADEMY 

MANAGEME T'S DISCUS IO AND A AL YSIS (CO TINUED) 

FOR FISCAL YEAR ENDED JUNE 30, 2017 

Capital Assets 

As of June 30, 2017, the Academy had capital assets, net of accumu lated depreciation of$739,433. Capital 
assets included land, buildings, equipment, furniture and fixtures, and building improvements. For 
governmem-wide fi nancial statement presentation, all depreciable capital assets were depreciated from 
acquisition date to the end of the current fiscal year. Fund financial statements report capital asset 
purchases as expenditures. 

During fiscal year 20 17, capital a ets, net of accumulated depreciation decreased 334,128 due to 
depreciation of $132,173 and disposal of net asset of $2 18,455 associated with the clo ure of the high 
school mitigated by additions of$16,500. Most of the furniture and equipment disposed of was returned to 
the secured lender in satisfaction of the outstanding capital lease obligation. 

In April 2017, the Academy entered into a purchase agreement to purchase improved real property in 
southern evada for $2,150 000. The property is currently under an operating lease for the Rancho 
campus. ln connection with the agreement, the Academy made an earnest money deposit in the amount of 
$ 164,404 which will be credited to the purchase price at closing. l f the purchase is not completed, the 
earnest money will be forfeited. The SPCSA needs to approve the purcha e. Under evada Revised 
Statutes 386.550 ( 1 )(k), a charter school cannot use public funds to purchase real property without sponsor 
approval. 

Long-Term Debt 

The Academy's long-term debt consists of compen ated absence liabilities, a note payable ecured by a 
deed of trust, and the net pen ion liability. 

Economic Outlook 

The Academy recognizes the impact of the existing economic climate which impact the limitations on 
both public and private funding. Management conrinuously analyzes the impact of State budget and other 
factors that impact per pupil funding for current and subsequent fiscal years. The Academy expects a 
decrease i.n enrollment with the re-location to the Rancho campus, continued uncertainty with the Bridger 
campus lease and a decline in academic performance results. Now that most of the leasing disputes and 
capital leases have been resolved, management is turning its focus on improving academic performance and 
is developing a turnaround plan. The Plan wi ll increase expenditures with the retention of consultants to 
assist with assessing the current program, strategic planning and training staff. 

Requests for Inform ation 

Questions concerning any of the information provided in this report or requests for additional financial 
information should be addressed to: Quest Preparatory Academy Business Office, 4025 N. Rancho Drive, 
Las Vegas, NV 89130. Contact number is (702) 63 1-4751. 
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QUESTPREPARATORYACADEMY 

STATEME T OF NET POSITIO 

JUNE 30 2017 

ASSETS 
Current assets: 

Cash 
Accounts receivable 
Prepaid items, current portion 
Deposits 

Total current a sets 

oncurrent assets: 
Prepaid items, net of current portion 
Capital assets (net of accumulated depreciation of $433,353) 

Total noncurrent assets 

Total a sets 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred outflows relating to pensions 

LIABILITIE 
Current liabiJities: 

Accounts payable 
Accrued expenses 
Other current liabilities 
Note payable, current portion 

Total current liabi li ties 

oncurrent liabilities: 

Compensated absences, net of current portion 
Note payable, net of current portion 
Net pens ion liability 

Total noncurrent liabil ities 

Total liabilities 

DEFERRED INFLOWS OF RESO RCES 
Deferred in flows relating to pension 

ET POSITJO 
Invested in capital assets 
Unrestricted 

Total net position 

T he otes to Financial Statements are an integral pait of this tatement. 

Governmental 
activities 

$ 1,529,503 
554,900 

99,923 
194,077 

2,378,403 

2,9 16 
739,433 

742,349 

3,120,752 

8,892,535 

550,698 
400,457 
327,262 

8,065 

l ,286,482 

108,703 
191 ,032 

10,520,783 

I 0,820,518 

12,l 07,000 

1.562,896 

704,740 
(2,36 1,349) 

$ (1,656,609) 
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QUEST PREPARATORY ACADEMY 

STATEME T OF ACTIVITIES 

FOR THE YEAR E DED JU E 30, 2017 

E.xpen es 

Governmental activities: 

Instruction: 

Regu lar instruction $ (3,968,966) $ 
Special instruction (455,417) 

Total instruction (4,424,383) 

Suppo1i services: 

General administration (2,660.738) 

Facilities (1,062,876) 

Support (165,202) 

Total support services (3,888,816) 

Operation of non- instructional 
services: 

Food service (620,066) 

Before and after care ( 122.269) 

Athletics/other (18,000) 

Total non-ins tructional 
services (760,335) 

Total governmental activities $ (9,073,534) $ 

General revenues: 

Prooram revenues 
Operating 

Charges for grants and 
services contributions 

$ 

440,586 

440,586 

I 02.148 2,795 

102.148 2.795 

42.648 133,461 

141 ,893 

18.080 

202,621 133,461 

304,769 $ 576,842 

Federal aid not restricted to specific purposes 
State aid not restricted to specific purposes 
Other local sources 

Total general revenues 

Change in net position 

Net position - beginning of the year (as restated) 

Net position - end of the year 

Capital 
grants and 

contributions 

$ 

$ 

The Notes to Financial Sta tements are an integral pat1 of this statement. 

'et (expense) 
revenues and 

changes in 
net assets 

Governmental 
activities 

$ (3,968,966) 

(14,83 1) 

(3,983,797) 

(2,660,738) 

( 1,062,876) 

(60,259) 

(3,783,873) 

(443,957) 

19,624 

80 

(424,253) 

(8,19 1,923) 

8,173,19 1 
13 

8,173.204 

(18,719) 

(1,637,890) 

$ (1 ,656,609) 
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QUEST PREPARATORY ACADEMY 

GOVERN IE T AL FUND BALA CE SHEET 

JUNE 30 2017 

General 
ASSETS 

Cash and cash equivalents $ 1,495,367 
Accounts receivable. 

net of allowance 554,900 
Prepaid items 99,629 
Deposits 29,673 
Due from other funds 

Total assets $ 2,179,569 

LIABILITIES Al D FU DBALANCE 

Liabilities: 
Accounts payable $ 540,763 
Accrued expenses 344,703 
Other current liabili ties 327,262 
Notes payable 8,065 
Due to other funds 36,790 

Total liabilities 1,257,583 

Fund balance: 
Nonspendable (prepaids and 

security and purchase deposits) l 29,302 
Restricted for: 

Scholarship 
Unassigned 792,684 

Total fund balance 92 1,986 

Total liabilities and 
fu nd balance $ 2, 179,569 

Special Other 
education go era mental 

$ -- $ 34,136 

2.087 l , 123 

36,790 

$ 38,877 $ 35,259 

$ 4,880 $ 5,055 
3 1.9 10 23.844 

36,790 28,899 

2,087 1,123 

450 
4,787 

2,087 6,360 

$ 38,877 $ 35,259 

The otes to Financial Statements are an integral part of this statement. 

Total 
funds 

$ 1,529,503 

554,900 
102,839 
29,673 
36,790 

$ 2.253,705 

$ 550,698 
400,457 
327,262 

8,065 
36,790 

1,323,272 

132,5 12 

450 
797,471 

930,433 

$ 2 253,705 
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QUESTPREPARATORYACADEMY 

RECO CILIATION OF THE GOVERN IE TAL FUNDS B LA CE SHEET 
TO THE STATEMENT OF ET POSlTIO 

JUNE 30 2017 

Total fund balances - governmental fund and balance sheet 

Amounts repo1ted for governmental activities in the statement of 
net position are different because: 

Capital a ets used in governmental activities are not financial 
resources and, therefore, are not reported in the funds. The 

Lota I co t of capital asseLS is $1, l 72,786 plus a deposit on real 

property of$164,404 and the related accumulated 
depreciation is $433,353 

Some liabilities are not due and payable in the current period and 
therefore, are not reported in the funds: 

Compensated absences 
et pension liability 
ote payable 

Deferred outflows and inflows of resources related to pensions are 
applicable to future periods and, therefore, are not repo1ied in the 
fund : 

Deferred outflows of resources related to pension expense 
Deferred inflows of resources related to pension expense 

Net position of governmental activities - statement of net position 

The Notes to Financial Statement are an integral part of this statement. 

$ 930,433 

903,837 

( l 08,703) 
( I 0.520,783) 

(191,032) 

8,892,535 
(1,562,896) 

$ ( 1,656,609) 
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QUEST PREPARATORY ACADEMY 

STATE 1E T OF GOVERJ"\TMENTAL FUNDS REVENUES, EXPE DITURES, 
AND CHA GES IN FUND BALANCES 

FOR THE YEAR ENDED JUNE 30, 201 7 

Total 
Special Other governmental 

General education governmental funds 
Revenues: 

Local sources $ 104,956 $ $ 202.621 307,577 
State sources 8, 173,19 1 359,154 8,532,345 
Federal sources 8 1,433 133,461 21 4,894 
Other financing sources 

8,278, 147 440,587 336,082 9,054,8 16 
Expenditures: 

Instruction: 
Regular 3,083,662 3,083,662 
Special 346,722 346,722 

Support services: 
General administration 2,094,475 2,094,475 
Facilities 1,028,474 17,950 1,046,424 
Support 86,945 78.130 165,075 

Operation of non-
instructional services: 

Food service 527,486 527,486 
Before and after care 98,454 98,454 
Athletics/other 18.000 18,000 

Expenditures prior to debt service 6,293,556 442,802 643 ,940 7,380,298 

Debt service 11 2,833 112,833 

Total expenditures 6,406,389 442,802 643.940 7,493,131 

Excess of revenues over 
(under) expenditures 1,87 1,758 (2,2 15) (307,858) 1,561,685 

Other financing sources (uses): 
Transfers in 4,302 308,348 312,650 
Transfers out (312,650) (31 2,650) 

(312,650) 4,302 308,348 

Net change in fund balances 1,559,108 2,087 490 1,561,685 

Fund ba lance: 
Beginning of year, as restated (637,122) 5,870 (63 1,252) 

End of year $ 921 ,986 $ 2,087 $ 6,360 $ 930,433 

The Notes to Financial Statements are an integral part of this statement. 15 



QUESTPREPARATORYACADEMY 

RECONCILIATION OF THE STATEMENT OF GOVERNME TAL FUNDS 
REYE UES, EXPENDITURES, AND CHA GES lN FUND BALANCES 
TO THE STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2017 

Net change in governmental fund balance 

Amount reported for governmental acti vities in the statement of 
activities ("SOA ") are d ifferent because: 

The acqui ition of capital assets are reported i11 the governmental funds 
as expenditures. However, for governmental activities those costs are 
shown as capital assets in the statement of net position and allocated 
over their estimated useful live a annual depreciation expense in the 
statement of activities. This is the amount that the current year's 
capital as et purchases of$16.500 plus deposit on real property of$164,404 
exceeded depreciation expense of $ 132,173 and gain on disposal of $23,463 
in the cun-ent period. 

Settlement fee earned but not available is not repon ed as revenue in the fund. 
This is the related bad deb write-off o f amounts deemed uncollectible in the 
current year. 

Compensated absences are not reported in the fund unless due and payable 
Governmental funds report rent as expenditures as due. However. in the 

SOA, rent is reported on the straight-line basis. 
Deferred inflows and outflows of resources and net pen ion liability are 

applicable to future periods and therefore are not reported in the governmental 
fund. The net change is as follows: 

Deferred outflows related to pensions 
De ferred inflows related to pensions 
Net pension liability 

Long-term liabili ties are not due and payable in the cutTent period and are not 
reported in the fund fin ancial statements. This is the amount that principal 
payments exceed proceed from new loans during the year. 

Changes in net posi tion of governmental activities - statement of activities 

The Notes to Financial Statements are an integral part of this statement. 

S 1.561 ,685 

72,194 

(6,600) 
(35,239) 

(445,7 16) 
( I 03,345) 

(1 , 174,53 1) 

I I 2,833 

$ (18,7 19) 
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QUEST PREPARATORY ACADEMY 

OTES TO FINA CIAL T TEMENTS 

JUNE 30, 2017 

I. Reporting entity and summary of signifi cant accounting policies: 

The financia l statements of Quest Preparatory Academy (the "Academy") have been prepared in 
conformity with accounting principles generally accepted in the United States of America as applied 
to local governmental units. The Governmental Accounting Standards Board ("GASB'') is the 
accepted tandard-setting body for establishing governmental accounting and financial reporting 
principles. The more sign ifican t accounting policies of the Academy are described below. 

Reporting entity: 

The Academy is a charter school established in 2008 under Nevada Revised Statutes ("NRS''). The 
Academy' major operation is to offer academic programs for grades kindergarten through eighth 
grade for studen ts in Clark County. 

Under the approval by the evada Department of Education to operate as a charter school, the Academy 
entered into agreements with the State Public Charter School Authority. The charter renewal contract 
is effective for the period July 1, 20 14 through June 30, 2020. Under the agreements, the Academy 
agrees to comply with the current statutes and regulations regarding the creation and operation of the 
Academy, including but not limited to RS 386.509 to 386.6 l 0 and 388A and evada Administrative 
Code ("N AC") 286.2 10. The Academy receives funding from state and government sources and must 
comply with the reqttirement of these funding sources. 

Basis of presentation: 

The accompanying financial tatements have been prepared in accordance with the model defined by 
GASB Codification (previou ly referred to as GASB Statement o. 34, Basic Financial Statements -
and Management's Discussion and Analysis - for State and Local Governments ("GASB 34")). 

Accounting principles generally accepted in the United States of America require the Academy to apply 
all applicable pronouncements of the GASB. The Academy is also required to follow the Financial 
Accounting Standards Board ("FASB") Accounting Stru1dards Codification ("ASC") issued on or 
before ovember 30, l 989, unless those pronouncements conflict with or contradict GASB 
pronow,cements. T he Academy is given the option of whether to apply al l FASB ASC issued after 
November 30 1989, except for those that confl ict with or contradict GASB pronouncements. 
Accordingly, the Academy has elected to implement non-conflicting FASB ASC issued after 
November 30. 1989. 

Government-wide and fund financial statements: 

The statement of activities demonstrates the degree to which the direct expenses of a given program are 
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific 
program. Program revenues include ( 1) charges to students who purchase, use, or directly benefit 
from goods and services provided and (2) grants and contr ibutions that ru·e restricted to meeting the 
operational or capital requirements of a paiiicular funct ion. Grants and other revenue received for 
general purposes and not included among program revenues are reponed instead a general revenues. 

17 



QUEST PREPARATORY ACADEMY 

OTES TO FINANClAL ST TEME TS (CO TI UED) 

JUNE 30, 2017 

I. Reporting entity and summary of significant accounting policies (continued): 

Measurement focus, basis of accounting and financial statement presentation: 

The government-wide financial tatements are reported using the economic re ources mea urement 
focus and the accrual basis of accounting. Revenue is recorded when earned and expenses are 
recorded when a liabili ty is incurred, regardless of the timing of related cash flows. Revenues from 
the evada Department of Education are recognized as revenues in the year for which they are 
aUocated. Grants and similar items are recognized as revenue a soon as all eligibility requirements 
imposed by the provider have been met. For the most part, the effect of inter-fund activity has been 
removed from these tatements. 

The governmental fund financial statements are reported using the current financial resources 
measurement foc us and the mod ified accrual basis of accounting. Revenues are recognized as soon as 
they are both measurable and available. Revenues are considered to be available when they are 
collectible within the current period or soon enough thereafter to pay liabilities of the current period. 
For this purpose, the Academy considers revenues to be available if they are collected within 60 days 
of the end of the current fiscal year period. Expenditures generaJly are recorded when a liability is 
incurred, as under accrual accounting. However. debt service expenditures are recorded only when 
payment is due. 

The general fund is the Academy's primary operating fund. It accounts for all financial resources of tbe 
Academy relating to regular education and for resources used in the acquisition of capital assets. The 
food service, athletic, before and after school care and other activities have been combined and are 
presented as non-major funds. The food service, athletic, and other activities funds are not considered 
enterprise funds as the pricing policies are not high enough to recover the related costs. Special 
revenue funds are used to account for the specific proceeds of revenue sources that are legally 
restricted for pecified purposes. The Academy's financial statements present the special education 
and food service funds as special revenue funds. The special education fund is used to account for 
funds restricted for use for financia l resources relating to special education. The food service fund is 
used to account for fund restricted for use of providing meals to student . Transfers between the 
general fund and the other funds are performed regulaTly as the activity flows through the general 
fund initially. 

Under the terms of grant agreements, the Academy funds certain progran1s by a combination of specific 
cost-reimbursement grants and general revenues. Thus, when program expenses are incurred, there 
are both restricted and unrestricted net assets available to finance the program. 1t is the Academy's 
policy to first apply cost-reimbursement grant re ources to such program and then general revenues. 

18 



QUEST PREPARATORY ACADEMY 

OTES TO FlJ~A CIAL STATEME TS (CO TINUED) 

JUNE 30, 2017 

I. Reporting entity and summary of significant accounting policies (continued): 

Casi, and cash equivalents: 

The Academy defines cash and cash equivalents as cash and inve tments with an initial maturity of 
three months or less. The Academy's cash and cash equivalents are categorized in these three 
categories of credit risk: 

Category I Insured or collateralized with securitie held by entity or by its agent in the Ac.ademy's 
name. 

Category 2: Collateralized with securities held by the pledging financial institution's trust department 
or agent in the Academy's name. 

Category 3: Uncollateralized. 

Accoums receivable: 

The account receivable balance consists mainly of amounts due from grants. For the amounts that are 
not collected within 60 days after year end and relate to the current fiscal year, the balance is not 
recorded on the governmental fund of the Academy. The accounts receivable balance on the 
government-wide financial tatements includes an allowance of $0 for the amount deemed 
uncollectible. 

Capital asse1.s: 

The Academy's capitaJ assets are recorded at original cost. Donated assets are listed at their estimated 
fair value at the date of donation. It is the Academy's policy to capitalize individual a sets costing 
more than $5,000 with an e ti mated useful life of three or more years. Improvements are capitalized 
and depreciated over the remaining useful lives of the related capital assets. The cost of nonnal 
repairs and maintenance that does not add to the value of the asset or materially extend the life of the 
asset is not capitalized. All assets are depreciated using the st-raight-line method. For furniture and 
equipment. the useful life is three to five years. For buildings and improvements the useful life is 
thirty nine (39) years and for tenant improvements, the li fe is the term of the applicable lease which 
range from ten ( I 0) to twenty five (25) years. Acquisitions of fixed assets are considered expenditures 
in the year of purchase and are not reflected on the governmental fund balance sheet. 
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QUESTPREPARATORYACADEMY 

NOTES TO FI ANCIAL ST. TEMENTS (CO TI UED) 

JUNE 30, 2017 

J. Reporting entity and summary of significant accounting policies (continued): 

Compensated absences: 

Compensated absences are accounted for in accordance with GASB Codification. which requires that a 
liability for compensated absences relating to services al ready rendered and that are not contingent on 
a specified event, be accrued as employees earn the right to the benefits. Compensated absences 
relating to future services or that are contingent on a specified event will be accounted for in the 
period those services are rendered or those events take place. 

The Academy's employees earn personal time off (PTO), depending on the job classification and other 
factors. Jn the event that PTO is not used by the end of the chool year, employee may rol lover 
unused PTO time up to a maximum of thiny (30) days to be used in future year of service. Upon 
termination of service, unused PTO, up to 30 days will be paid out. The Academy accrues a liabi lity 
for compensated absences reported in the government-wide financial statements. A liability for 
compensated absences is reported in the governmental fu nd financial statement only if the liability has 
matured, for example, as a result of employee resignations and terminations. 

Long-term liabilities: 

Long-term liabili ties to be repaid from governmental resources are reported as liabil ities in the 
government-wide statements. Long-tenn liabil ities consist primarily of notes payable and net pension 
liability. Long-term liabilities for governmental funds are not reported as liabilities in the fund 
financiaJ tatements. Debt proceeds are reported as other fin ancing ources and payment of p1incipal 
and interest is reported as expenditures. 

Deferred rent expense: 

The Academy has entered into several lease agreements to lease facil ities for school campuses. Some of 
the lease agreements contain escalated base rental payments. In the government-wide financial 
statements. the lease agreements are being amortized over the life of the respective lease on a straight­
line method. 

Pension expense and related liabilities, deferred inflows and deferred outflows: 

For purposes of measuring the net pens ion liabili ty, deferred outflows of resources and deferred inflows 
of resources related to the pension, and pen ion expense, information about the fiduciary net position 
of the Public Employees' Retirement System of evada ("PER ") and additions to/deductions from 
P ERS fiduciary net position have been determined on the same basis as they are reported by PERS. 
For this purpo e, benefit payments, including refunds of employee contributions, are recognized when 
due and payable in accordance with the benefit terms. 
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QUEST PREPARATORY ACADEMY 

NOTES TO FINANClAL ST TEMENTS (CO TINUED) 

JUNE 30, 2017 

1. Reporting entity and summary of significant accounting poHcies (continued): 

Fund balance: 

In the governmental fund financial statements, the fund balance is classified as nonspendable. restricted, 
committed. assigned, or una signed. onspendable fund balance cannot be spent because they are 
either (a) not in spendable form - prepaid items or inventories; or (b) legally or contractually requ ired 
to be maintained intact. Restricted fund balance has limitations imposed by creditors, grantors, or 
contributors or by enabling legislation or constitutional provision . Committed fund balance is a 
limitation imposed by the Govern ing Board through approval. Assigned fund balances reflect 
amounts constrained by the Board's intent to be used for speci fic purposes, but are neither restricted 
nor committed. These constraints are imposed by the Governing Board or a designee appointed by the 
Board. Unassigned fund balance in the General Fund is the net resources in exces of what can be 
properly classified in one of the above four categories. 

Net position in the government-wide financ ial statements is classified as net investment in capital assets, 
restricted and unrestricted. Net investment in capital assets represents capital assets, net of 
accumulated depreciation and reduced by the outstanding balances of any mortgages, notes or other 
borrowings attributable to the acqui ition, construction or improvement of those assets. Restricted net 
position represents constraints on resources that are either externally imposed by creditors, grantors, 
contributors. or laws or regulation of other governments or imposed by the law through state statute. 
Unrestricted net position repre ems all other net position that does not meet the definition of net 
investment in capital assets or restricted. 

When both restricted and unrestricted fund balances are available for use. it is the Academy's policy to 
use restricted fund balance first, then unresrricted fund balance. Furthermore, committed fund 
balances are reduced firs t, followed by assigned amounts, and then unassigned amounts when 
expenditures are incurred for purposes fo r wh ich amounts in any of those unrestricted fund balance 
classifications can be used. 

Budget data: 

The Academy prepares an annual budget. The annual budget is prepared on a basis similar to generally 
accepted accounting principles under the modified accrual basis of accounting. All annual 
appropriations lapse at fiscal year end. The budget does not include capital outlay. 
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QUEST PREPARATORY ACADEMY 

OTES TO FINANCIAL ST ATEME TS (CO TINUED) 

JUNE 30, 2017 

1. Reporting entity and summary of significant accounting policies (continued): 

Use of estimates: 

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

Pension: 

The Academy pruticipates in a cost sharing deferred benefit plan and reports their proportionate share of 
the plan's net pension liability or asset, defe1Ted outflows of resources, and deferred inflows of 
resources in their statement of net position. 

2. Going concern: 

The accompanying financial statements have been prepared assuming the Academy will continue as a 
going concern. The Academy has resolved all but one of the lease disputes and has settled the capital 
leases with a return of the furniture and equipment. T he Academy is in the proces of developing an 
academic tum around program. The ability to continue as a going concern is dependent upon the 
Academy's successfu l negotiation with the landlord and/or relocation of the Bridger campus, 
improvement of academic performance, and satisfaction of the requirements mandated by the SPCSA. 
The financial statements do not include any adjustments that might be necessary if the Academy is 
unable to continue as a going concern. 
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QUEST PRE PARATORY CADEMY 

OTES TO Fl ANCIAL ST A TEMENTS (CO TI UED) 

JUNE 30, 2017 

3. Prior period ad,justment: 

Net position and fund balance as of July I, 2016 have been adjusted to correct errors relating to an under 
reporting of deferred outflows from PERS of $8,448,390 and an overstatement of payroll liabil ities of 
$248,356. Had the errors not been made. change in net position would have increa ed $2,347,980 
along with a change in beginning net position a of July I , 20 15 of$6,348,766 and change in fund 
balance would have increa ed $248,356 for the year ended June 30, 2016. The correction of the 
error increased net position and fund balance as of June 30, 20 16 as follows: 

Restatement of net position 

Beginning net position as previously reported, June 30, 2016 

Prior period adjustment for GASB 68 deferred outflows for 

the Academy as of June 30, 20 16 

Prior period adjustment for the overstatement of payroll 

liabil ities as of June 30, 2016 

Total prior period adjustments 

et position, as restated. July I , 2016 

Restatement of fund balance 

Fund balance as previously reported, June 30. 2016 

Prio r period adjustment for the overstatement of payroll 

liabilities as of June 30, 20 16 

Fund balance, as restated, July 1, 20 16 

4. Deposits: 

$ 

s 

$ 

s 

( I 0,334,636) 

8,448,390 

248,356 

8,696,746 

( 1,637,890) 

(879,608) 

248,356 

(631,252) 

The Academy is required by evada Statute to deposit funds into an account with a bank. credit union, 
o r other financial institution in Nevada. The Academy maintains bank accounts in financ ial 
institutions located in Nevada. Custodial credit risk is the risk that. in the event of a bank failure, the 
Academy's deposits may not be available to the Academy . The Federal Deposit Insurance 
Corporation ("FDIC') offers the standard maximum deposit insurance amount of $250,000 per 
depositor at each FDIC insured depository institution. As of June 30, 2017. the Academy·s deposits 
exceeded the FDIC insured limit by $1,560,850 but were collateralized by securities in the name of 
the Office of the State Treasurer. 

23 



QUEST PREPARATORY CADEMY 

OTES TO FINANCIAL ST TEME TS (CO TINUED) 

JUNE 30, 2017 

5. TnterfllDd receivables, payable and transfers: 

Due to/from other funds: 

General fund 
Special education fund 
Other governmental fund 

s 

Receivables Payable 

36,790 
36,790 

36,790 $ 36,790 

These balances result from the time lag between the dates that reimbursable expenditures occur and 
payments between funds are made. 

1n the fund financial statements. interfund transfers are shown as other financial source or uses. 

Transfers between funds during the year ended June 30, 20 17 are as follows: 

Transfers in 
Special on-major 

education governmental Total 

Transfers out of general fund $ (I 3,648) $ 308,348 S 294,700 
========= 

Transfers are u ed to move unassigned revenues collected in the general fund to finance various 
programs accounted for in other funds. All significant transfers during the fiscal year were either 
routine in nature or consistent with the activities of the fund making the transfer. 
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QUEST PREPARATORY CADEMY 

OTES TO FINANCIAL STATEMENTS (CO TINUED) 

JUNE 30, 2017 

6. Capital assets: 

Capital as et activity for the year ended June 30, 2017 is as follows: 

Balance 
July l, 
2016 dditions Deductions 

Capital assets not being 
depreciated: 

Land (a) $ 50,000 $ $ 

Capital assets being depreciated: 

Buildings (a) 407.0 16 

Equipment 231 ,401 11 ,500 

Furniture 70 1,807 5,000 (349.968) 

Buildings and improvements I 16,030 

1.506.254 16,500 (349,968) 

Less accumulated depreciation: 432,692 132,173 (131.512) 

$ l ,073,562 $ (115,673) $ (218,456) 

Balance 
June 30, 

Transfers 2017 

$ $ 50,000 

407,0 16 

242,90 1 

356,839 

116,030 

l,172,786 

433,353 

$ $ 739,433 

(a) TI1e land and building purchased in July 20 12 without prior approval of the tate of 
Nevada, as required by Nevada Revised Statute 386.550( I )(k), is subject to a lien 
by the state of evada in addition to the first trust deed held by the lender. 

Depreciation expense was charged to function programs of the Academy as fo llows: 

Regular instruction 
Special instruction 
Student support 
Facilities 
General administration 
Food ervice 

Go ernmental 
activities 

$ 

$ 

46,798 
5,173 
2,453 

16,393 
33.077 
28,279 

132, 173 

25 



QUEST PREPARATORY ACADEMY 

OTES TO FINANCIAL ST TEMENTS (CO TINUED) 

JUNE 30, 2017 

7. Accrued expenses: 

As of June 30, 2017, accrued expenses cons isted of the fo llowing: 

Accrued payroll and tai<e 
PERS payable 
Credit card payables 

$ 21 6,075 
176,535 

7,847 

$ 400,457 

Payrol l obligations are recognized in the period i_n which they are incurred. Teachers and staff work ten 
months from August to May but are paid over twelve months. Accrued payroll and taxes incl udes 
amounts owed to employees for services prio r to June 30, 2017. Accrued payroll includes U1e payroll 
liabilities for the ten month employees for the pay dates including July 25. 20 17 and Augu t I 0, 20 17. 

8. Other current liabilitie : 

As of June 30, 20 17 other current liabilities consisted of the following: 

Bridger settlement in excess of rents accrued in accounts payable $ 76.200 
Reserve for claims being litigated and negotiated and legal costs 2 15,234 
Other payables which are in dispute 35,438 
Other liabilities 390 

327,262 

9. Note payable: 

As of June 30, 20 17 note payable consisted of the fol lowing: 

Note payable to a bank, secured by trust deed on real estate, 
bearing in terest at the index plus 3.50% (3.00% if minimum 
deposit maintained) with a floor of 6.25% (5.75% if minimum 
deposit mai_ntained), with monthly principal and interest 
payments of $ 1,652 and a balloon paymem due at maturity 
in July 2022. The minimum deposit of $ 100,000 was not 
maintained during fiscal year 20 17 resulting i.n the increased 
rate. $ 199,097 

Less current maturities (8,065) 

Long-term portion $ 191 ,032 
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QUEST PREPARATORY ACADEMY 

OTES TO FINANCIAL ST A TEMENTS (CO TINUED) 

JUNE 30, 2017 

9. ote payable (continued) : 

Scheduled principal payments on the note payable as of June 30,2017. including current maturities are 
as follows: 

Year ending 
June 30. 

20 18 
2019 
2020 
202 1 
2022 

Thereafter 

Interest expense was charged to functions/programs of the Academy as follows: 

Regular instruction 
Special instruction 
Student support 
Facilities 
General administration 
Food service 

$ 8,065 
8,652 
9, 185 
9,8 15 

I 0,456 
152,924 

$ 199,097 

Governmental 
activities 

$ 

13,169 

$ 13,169 
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QUEST PREPARATORY ACADEMY 

NOTES TO FINANCIAL STATEMENTS (CO Tl UED) 

JUNE 30, 2017 

10. Long term obligations: 

The following is a summary of changes in the Academy's long term obligations for the year ended 
June 30, 2017: 

Balance Balance Amounts 
J uly I , June 30 Due Within 
2016 dditions Reductions 2017 One Year 

G overnmental activities: 

Compensated absences $ 73,630 $ 35,073 $ $ 108.703 $ 

ote - Kinder facility 207,408 (8,3 11) 199,097 8.065 
Obligations under capital leases 338.376 (338,376) 

et pension liability 9,346,250 1,174,533 I 0,520.783 

$ 9,965,664 $ 1,209,606 $ (346,687) $ 10,828,583 $ 8,065 

11. Pension plan: 

The Academy is a public employer participating in the Public Employees' Retirement System of the 
State of evada (PERS), a defined benefit cost-sharing multiple-employer pension plan for employees 
of state governmental employers. There were I 05.167 covered employees in all of PERS on June 30. 
20 16. The Academy has no liability for unfunded obligation of the system as provided by NRS 
286. 110. 

Benefits provided: 

Benefits, as required by the Nevada Revised Statutes ("NRS" or " tatute"), are determined by the 
number of years of accredited service at the time of reti rement and the member's highest average 
compensation in any 36 consecutive months with special provisions for members entering the system 
on or after January I, 20 IO and July 1, 20 15. Benefit payments to which participants or their 
beneficiaries may be entitled under the plan include pension benefits. disabili ty benefits, and urv1vor 
benefits. 

Monthly benefit allowances for members are computed at 2.5% of average compensation for each 
accredited year of service prior to July I , 200 1. For service earned on or after July 1, 2001, this 
multipl ier is 2.67% of average compensation. For members entering the System on or after January 1, 
20 I 0, t11e multiplier is 2.5% for all years of service. Regular members entering the System on or after 
July I , 20 15 have a 2.5% multiplier. The System offers several alternatives to the unmodified ervice 
retirement allowance which, in general, allow the retired employee to accept a reduced service 
retirement allowance payable monthly du1ing hi or her lifetime and various optional monilily 
payments to a named beneficiary after his or her. Post-retirement increa es are provided by authority 
of RS 286.575-.579. 
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QUEST PREPARATORY ACADEMY 

OTES TO Fl ANCIAL ST TEME TS (CO TINUED) 

JUNE 30, 2017 

J 1. Pension plan (continued): 

Contributions: 

Member contribution rates, wh ich are actuarially detennined, are established by NRS 286.421 for public 
employees enrol led in the contribution plan. Two contribution plans are offered to eligible 
employees, the employee/employer contribution plan and the employer-pay contribution plan. The 
employee/employer plan increased the employee's salary by 14.36% for fiscal years 20 I 7 and 2016. 
Under the employee/employer contribution plan, a contribution is deducted from the employee and a 
matching contribution is paid by the employer. The employer-pay contribution plan requires the 
employer to pay a contribution on a lower salary schedule. The rates for the employer-pay 
contribution plan for the years ended June 30, 2017, 20 16, and 20 15 were 28.00%, 28.00% and 
25.75%. respectively. The rates for the employee/employer contribution plan for the years ended 
June 30, 2017, 20 16 and 20 15 were 14.50%, 14.50% and 13.25%. re pectively. The Academy's 
required contribution for the years ended June 30, 20 I 7, 20 16 and 20 15 was $988,339. 889,861 and 
$933,871, respectively. 

Pension liabilities. expense and deferred outflows and inflows of resources related to pension : 

As of June 30, 20 17, the Academy reported a liability of $10,520,783 for its proportionate share of the 
net pens ion liability. The net pension liab ility was measured as of June 30, 20 16 and the total pension 
liabi lity used to calculate the net pension liabi li ty was detennined by an actuarial valuation as of that 
date. The Academy's proportion of the net pension liability of PERS was based on the total 
contributions due on wages paid during the measurement period, which includes combined employer 
and member contributions relative to the total combined employer and member contributions for all 
employers participating in PERS for the period ended June 30. 2016. The Academy's proportion was 
.07818% for the mea urement period ended June 30, 20 16. 
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QUEST PREPARATORY CADEMY 

NOTES T O FINANCIAL ST TEME TS (CO TTJ UED) 

JUNE 30, 2017 

11. Pension plan (continued): 

Pension liabilities, expense and deferred outflows and inflows o_{ resources related to pensions: 

For the year ended June 30. 20 17. the Academy recognized pension expense of $2.385.930. As of 
June 30, 2017, the Academy reported deferred outflows of resources and deferred inflows of resources 
related to the pension from the fo llowing sources: 

Difference between expected and actual experience 

Changes in assumption 
Net difference between projected and actual earnings 

on pension plan investments 

Changes in proponion and differences between Academy 
contributions and proportionate share of contributions 

Academy contributions subsequent to the measurement date 

$ 

Deferred 

outflows of 
resources 

978,038 

6,926,158 
988,339 

$ 

Deferred 
inflows of 
resources 

704,499 

858,397 

S 8,892,535 $ 1,562,896 

Deferred ourflows of resources included $988,339 related to academy contributions Lo PERS subsequent 
to the measurement date wi II be recognized a a reduction of the net pension I iabi Ii ty in the year ended 
June 30, 20 18. 

Other amounts reported as deferred outflows of resource and deferred inflows of resources related to 
pensions will be recognized in pension as fo llows: 

Year ending 
June 30, 

2018 $ 1,271,310 

2019 1.271,310 

2020 1,560,2 19 

202 1 1,494,876 

2022 816,408 

Thereafter (72,823) 

s 6.341 ,300 
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QUEST PREPARATORY AC DEMY 

NOTES TO FI ANCIAL ST A TEMENTS (CO TINUED) 

JUNE 30, 2017 

11. Pension plan (continued): 

Actuarial assumptions: 

PERS net pension liabili ty was measured as of June 30, 20 16 and the total pension liability used to 
calculate the net pension liability was detem1ined by an actuarial valuation as of that date. The total 
pension liability was determined using the following actuarial assumptions, applied to all periods 
included in the measurement: 

I ntlation rate 
Payroll growth 
Investment rate of return 
Productivity pay increase 
Projected salary increases 

Consumer price index 

3.50% 
5.00% (including inflation) 
8.00% 
0.75% 
Regular 4.60%-9.75%, police/fire 5.25%-14.50%, depending on 
service 
3.50% 

The actuarial assumption used in the June 30. 2016 valuation were based on the results of an 
experience study for the period from July I , 2006 through June 30, 2012. 

Mortality rates for healthy members were based on the RP-2000 Combined Healthy Mortality Table 
projected to 20 I 3, a appropriate, with adjustments for mortality improvements ba ed on Scale AA. 
Healthy female ages were set back one year and police/fire were set forward one year. Disabled 
employees mortality rate were based on the RP-2000 Disabled Retiree Mortality Table projected to 
2013 and were set forward three years. 

Investment returns: 

The target asset allocation for investments wa adopted by the PERS Board, i reviewed by the PERS 
Board annually, and is designed to meet the future risk and return needs of PERS. The following was 
the target asset aUocalion policy as of June 30, 2016: 

Domestic equity 
International equity 
Domestic fixed income 
Private markets 

Target 
allocation 

42.00% 
18.00% 
30.00% 
10.00% 

* As of June 30, 2016, PERS' long-term inflation assumption was 3.50% 

Long-term 
geometric 

expected real 
rate of return* 

5.50% 
5.75% 
0.25% 
6.80% 
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QUEST PREPARATORY ACADEMY 

OTES TO FINANCIAL ST TEME TS (CO TINUED) 

JUNE 30, 2017 

11. Pension plan (continued): 

Discount rate: 

The discount rate used to mea ure the total pension liability o f PERS wa 8.00% as of June 30, 2016. 
The projection of cash fl ows u ed to detennine the discount rate assumed that employee and employer 
contributions will be made at the rate specified in statute. Based on that assumption, the pension 
plan 's fidu ciary net position at June 30, 20 16 was projected to be available to make all proj ected 
future benefit payments of current active and inactive employees. Therefore, the long-term expected 
rate of return on pension plan investments was applied to all periods of projected benefit payments to 
determine the total pension liability as of June 30, 2016. 

The Academy's proportionate share of the net pension liabi lity is sensitive to changes in the discount 
rate. The following presents the Academy's proportional share of the net pension liability calculated 
using the discount rate of 8.00%. as well as what the Academy's proportional share of the net pension 
liabili ty would be if it were calculated using a discount rate that is l percentage point lower (7.00%) 
and 1 percentage point higher (9.00%) than the current discount rate: 

Academy's propo11ionate share of the net 
pension liability 

Pension plan fiduciary net position: 

1% Decrea e 
(7.00%) 

Discount rate 
(8.00%) 

$ 15,421 ,417 $ 10,520,783 

I% Increase 
(9.00%) 

6,443,522 

PERS issues a publicly available ftnancial report that includes financial statements and required 
supplemental information as well as a GASB 68 repott. These reports may be obtained at 
www.nvpers.org. TI1e plan 's fiduciary net posi tion has been determined on the same basis as that used 
by the plan. 

12. Operating leases: 

In March 20 l 7, the Academy entered into everal lease agreements 10 lease space for the Rancho 
campus. The leases commenced in July and August 2017 and expire through July 2027. Monthly 
base rental payments are $48,268 fo r the fi rst twelve months and increase thereafter based on an 
annual 1 % increase for one of the leases and based on a percentage of the DSA revenue increase for 
the other leases. 
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JlJNE 30, 2017 

12. Operating leases (continued): 

The Academy igned a sublease agreement with the Chartered for Excellence Foundation to sublease 
property on which the Bridger campus is located. The 25 year lease commenced on August I, 20 14, 
with an initial monthly lease payment of $4 1.778, with annual 3% increases through July 31 , 2039. 
The Academy detennined the agreement was not entered into in good faith and di continued honoring 
the agreement. The Academy has been litigating the lease and in October 2017, the court issued a 
preliminary injunction requiring payment of past due amount calculated at $13,650 per month and set 
a monthly rental rate of $13,650 through July 2018. Trial is currently scheduled for July I 0, 2018. 

The Academy leases copy machines from Revco Leasing under a lease agreement with montll ly 
payments of $1,993 through January 20 18. 

The Academy leases electronic science textbooks under a lease with annual payments of $5,832 
expiring in August 2020. 

The fo llowing is a schedule of future minim um lease payments under these operating leases for fi scal 
years ending June 30: 

Year ending 
June 30. 

2018 $ 73 1,471 
20 19 591 ,855 
2020 574,184 
202 1 576,014 

2022 577,862 

Thereafter 2,559,053 

$ 5,6 10,439 

Lease expense under the operating leases totaled $208,654 during the year ended June 30. 2017. 

13. Risk management: 

The Academy purchased commercial insurance policies for various risks of loss related to torts; theft of, 
damage to, or destruction of assets; errors or omissions; or injuries to employees. Payments of 
premiums for these policies are recorded as expenses of the Academy. 

14. Restrictions: 

Net po ition: 

Restricted net assets fo r the year ended June 30, 20 17 consist of $450 restricted for scholarship . 

33 



QUEST PREPARATORY AC DEMY 

NOTES TO FI ANCIAL ST A TEMENTS (CO TI UED) 

JUNE 30, 2017 

15. Commitments and contingencies: 

Conce111ra1ions: 

The Academy received funding support o f $8,532,745 from the State of evada during the year ended 
June 30, 2017 which represents approx imately 94% of total revenue. 

The accounts receivable balance at June 30, 2017 includes $549,049 due from the State of evada. This 
amount represents approximately 99% of the accounts receivable balance. 

lien on real estate: 

ln July 2012. the Academy purchased real property on which the kindergarten campus is operating. The 
property was purchased without prior approval of the State. The down payment was paid with DSA 
grant funds. Under Nevada Revised Statutes 386.550 ( I )(k), a charter chool cannot use public funds 
to purchase real property without sponsor approval. The State of Nevada, through the SPCSA has 
placed a lien on the subject property and may require repayment upon the sale of such property. As of 
June 30, 2017, the property, including land and building, reported a net book value of $405,480 in the 
government-wide financial statements. 

Employment matters: 

In the ordinary course of business, claims have been fi led with the U.S. Equal Employment Oppo1tunity 
Commission and the Nevada Equal Rights Commission. The Academy is defending the matters. 
Although the outcome of these claims is not presently determinable, in the opinion of management, 
the resolution of these maners will not have a material adverse effect on the financial condition of the 
Academy. 

Chartered for Excellence Foundation and.f,nancial mismanagemem : 

A forensic analysis ordered by the SPCSA detem1ined a pattern of self-dealing amongst past board 
members of the Academy, financial mismanagement and lack of appropriate approval or pre-approval 
of significant contracts and agreements entered into by the Academy. As a result of concerns of the 
SPCSA and the result of the forens ic analysis, the SPCSA installed a receiver at the Academy in 
October 20 15 and is continuing to evaluate the status of the Academy·s Cha1ter Agreement. 

Per Nevada Administrative Code 386.345, the board of an organization that conducts business with a 
charter school cannot have more than one common board member. As noted below, in prior years 
more than one common board member erved on the boards of the Academy and Chartered for 
Excellence Foundation (the "Foundation''). Management has not determined the legal or financial 
impact. if any, resulting from the relationship between the Foundation and the Academy. 
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JUNE 30, 2017 

15. Commitments and contiugencies (continued): 

The Academy entered into everal transactions with the Foundation. The Foundation was incorporated 
on January 3 I, 20 14 as a non-profit corporation under Section 50 I ( c )(3) of the J ntemal Revenue Code 
as a public charity. The mission of the Foundation was to support evada State cha1ter schools in 
their dai ly operations, grant applications, and faci lities management. During the year ended June 30, 
20 15, the Board of Trustees of the Foundation was controlled by members of the Academy's Board of 
Trustees and employees of the Academy. The President of both Boards of Trustees was the same 
individual, and the Superintendent of the Academy was on the Foundation Board of Trustees as were 
other Academy Board of Trustee member and employees. During the year ended June 30, 2016 the 
SPSCA mandated a receiver to govern the Academy and the Academy's Board was disbanded in 
October 2015. 

On March I, 2014, the Academy entered into an independent contractor agreement with the Foundation 
through the earlier of the chartered contract period or December 31, 2020. Under the agreement, the 
Foundation was to provide services for the purchase and acquisition of one or more pennanent real 
estate sites, lease transportation vehicles, develop educational curriculum, develop a system of 
instruction, provide facili ties management, facil itate forens ic accounting services, apply for and 
prepare grants for the benefit of the Academy, develop a system of fundraising, and collect monies on 
behalf of the Academy for computer expenses. The Foundation was to be compensated for its 
services equal to 20% of the gross amount of any services or goods obtained on behalf of the 
Academy. except that ubleasing arrangements with the Foundation which will be contracted for on a 
case by ca e basis. During the year ended June 30, 20 J 6, the Academy determined the agreements 
were not entered into in good fai th, discontinued honoring such agreement . and wrote-off any 
amounts potentially due under contracts. The Academy did not make any payments to the Foundation 
during the year ended June 30, 2017. 

T he Academy signed a sublease agreement with the Foundation to sublease property on which the 
Bridger campus is located. The 25 year lease commenced on August I, 2014, with an initial monthly 
lease payment of $41.778, with annual 3% increases through July 31 , 2039. The Academy 
determined the agreement was not entered into in good faith and di continued honoring the 
agreement. During the year ended June 30, 2016, the Academy wrote-off any amounts potentially due 
under the lease agreement and has not paid nor accrued rental expense on the Bridger property. The 
Academy is in the process of negotiating a fair and equitable lease directly with the landlord of the 
Bridger campus and, as disclosed in Note 16, a p relimimuy inj unction was ordered by the Court for a 
temporary resolution. 

Management has detennined the Foundation is no longer in operation and does not believe it has an 
obligation to pay any amounts due under the agreements with the Foundation. 
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15. Commitments and contingencies (continued): 

lawsuirs: 

Jn Ju ly 2016, the landlord of the Torrey Pines campus attempted to summarily evict Quest based on a 
number of alleged breaches of the lease, including non-payment of rent. In response, Quest filed an 
action in District Court against the land lord and its manager for injunctive re lief to stop the eviction 
efforts and enforcement of the lease. On A ugust 15, 2016 the Justice Court denied the Land lord 's 
request to summari ly evict Quest. Tn October 20 17, the parties entered into a settlement agreement as 
d isclosed in ote 16. 

As previously disclosed under Chartered for Excellence Foundation and financia l management, Quest 
subleased the Bridger campus from the Foundation. In late 2015 early 2016, the Foundation 
attempted to summarily evict Quest based on a number of alleged breaches of the lease, including 
non-payment of rent. In response, Quest fi led an action in District Court against the Foundation for 
injunctive relief to stop the eviction efforts. On April 28, 20 16, the Justice Court denied the 
Foundation 's request to summar ily evict Quest. On June l , 2016 the D istrict Court entered a 
preliminary injunctio n against the Foundation, preventing the Foundation from attempti ng to evict 
Quest to wnich the Foundation failed to respond. Subsequently, the Foundation dissolved and is no 
longer a legal entity. In September 20 16, the Landlord attempted to summarily evict the Foundation 
and Quest based on a number of a lleged breaches of the lease, including non-payment of rent. ln 
response, Quest fi led an amended complaint on ovember 4 , 2016 adding the Landlord as a 
defendant. In October 20 l 7, the court ordered a pre liminary injunction for a temporary resolution as 
disclo ed in Note 16. 

The Academy leased space for the Roberson campus and the Centennial Office Suites under long term 
lease agreements. ln association with the Roberson campus lease, the Academy had entered into 
fi nancing arrangements for the construction of tenant improvements. In June 20 I 6, the Academy 
entered into a ettlement agreement with the les or for $35,000 in atisfaction of the lease agreements 
and related fi nanc ing agreements. The lessor signed the settlement, but as of the report date has not 
cashed the settlement check from the Academy. 

Tn November 2015, the Academy was named in a lawsuit for a lleged non-payment of outstanding legal 
invoices total ing approximately $35,000. In September 20 I 7, Quest fi led a counterclaim against the 
attorney for malpractice. A hearing on the matter is scheduled for January 29, 2018. 
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15. Commitments and contingencies (continued): 

Capital asset purchase: 

In April 20 I 7 the Academy entered into an agreement to purchase improved real property in outhem 
Nevada for $2, I 50,000. The property is currently under an operating lease for the Rancho campu . In 
connection with the agreement, the Academy made an earnest money deposit in the amount of 
$ 164,404 which will be credited to the purchase price at closing. I f the purchase is not completed, the 
earne t money will be forfeited. The SPCSA needs to approve the purchase. Under evada Revised 
Statutes 386.550 ( I )(k), a chan er school cannot use pub I ic funds to purchase real property without 
sponsor approval. 

16. Subsequent events: 

On October 12, 20 17 Quest received a modification to the preliminary injunction in the matter with CSP­
Bridger Avee, LL C and Chartered for Excellence Foundation. Under the modified preliminary 
injunction, Quest can continue to occupy the Bridger campus with a monthly lease rate o f $ 13,650 
through July 2018. In satisfaction of unpaid rents, Quest was ordered to pay 19 1,100 by 

ovember 30, 20 17 for retroactive rental payments calculated at the rate of $ I 3,650 per month for the 
period from October I. 2016 through ovember I , 2017. As additional securi ty, the preliminary 
injunction was increased by 551 ,700, representing the difference between the sum of $ 16,000 per 
mont11 that CSP-Bridger maintains is the cost of maintaining tl1e premises and the $ 13,650 per month 
that Quest has been ordered to pay. T1ial for thi matter is presently scheduled for July 10, 2018. 

On October 19, 20 17, the lea e di pute with Tower Distribution Center, LLC, landlord of the Torrey 
Pines Campus, was settled and Quest agreed to pay $ 103,306 for past due rental payments. Quest 
vacated the property in June 20 17. 

The Academy's management has evaluated subsequent events for po ible accounting recognition or 
disclosure through December I. 20 17, the date the financial statements were available for issuance. 
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QUEST PREPARATORY ACADEMY 

REQUIRED SUPPLEME TAL INFORMATIO 
BUDGETARY COMPARISO SCHEDULE - GENERAL FUND 

FOR THE YEAR ENDED JUNE 30, 2017 

Budgeted Amounts 
Original Final 

Revenue: 
Local sources $ 404,5 13 $ 404,5 13 
State sources 8,107,355 8,107,355 
Federal sources 
OU1er financing sources 

Total revenue 8,511,868 8,511,868 

Expenditures: 
Tnstruction: 

Regular instruction 3,340,934 3,340,934 
Support services: 

General administration 1,530,559 1,530,559 
Facilities 1,386,880 1,386,880 
Support 669,959 669,959 
Debt service 

Total expenditures 6,928,332 6,928,332 

Exces of revenues over 
ex penditures 1,583,536 l ,583,536 

Other financing uses: 
Transfers out (682,294) (682,294) 

et change in fund balance 901,242 90 l.242 

Beginning fund balance (637,122) (637, 122) 

Ending fund balance $ 264,120 $ 264,120 

Actual 

$ l 04,956 
8,173,191 

8,278,147 

3,083,662 

2,094,475 
1,028,474 

86,945 
112,833 

6,406,389 

1,871,758 

(3 12,650) 

1,559,108 

(637,122) 

$ 921,986 

The otes to this schedule are an integral part of this schedule. 

Variance with 
Final Budget 

Positive 
(Negative) 

(299,557) 
65,836 

(233,72 1) 

257,272 

(563,9 16) 
358,406 
583,014 

( 11 2,833) 

521,943 

288,222 

369,644 

657,866 

$ 657,866 
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Q EST PREPARATORY CADEMY 

REQUIRED SUPPLEME TAL INFORMA TIO 1 

BUDGETARY COMPARISO SCHEDULE 
SPECIAL REVENUE FUND - SPECIAL EDUCATION 

FOR THE YEAR ENDED JU E 30, 2017 

Budgeted Amounts 
Original Final 

Revenue: 
State sources $ 110,282 $ 110,282 
Federal sources 11 6,300 11 6,300 

Total revenue 226.582 226,582 

Expenditures: 
Instruction: 

Special instrnction 661.537 661,537 
Support services: 

Facilities 
Support 37,700 37,700 

Total expenditures 699.237 699,237 

Exce of revenues over 
expenditures (472.655) (472.655) 

Other financing uses: 
Transfers in 472.655 472,655 

Net change in fund balance 
Beginning fund balance 

Ending fund balance $ -- $ --

Actual 

$ 359,154 
81,433 

440,587 

346,722 

17,950 
78, 130 

442,802 

(2,215) 

4 ,302 

2,087 

$ 2,087 

The Notes to this schedul e are an integral part of this schedule. 

ariaoce with 
Final Budget 

Positive 
( egative) 

$ 248,872 
(34,867) 

214,005 

314,8 15 

(17,950) 
(40,430) 

256,435 

470,440 

(468,353) 

2,087 

$ 2,087 
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QUEST PREPARATORYACAD EMY 

REQUIRED SUPPLEME TAL INFORMATIO 
BUDGETARY COMP ARISO SCHEDULE 
SPECIAL REVENUE FUND - FOOD SERVICE 

FOR THE YE R ENDED J E 30, 201 7 

Budgeted Amounts 
Original F inal 

Revenue: 
Local sources $ 245,073 $ 245,073 

Expenditures: 
Operation of non-instructional 

services: 
Food services 460, 132 460, 132 

Excess of expend itures over 
revenue (2 15,059) (215,059) 

Other financing uses: 
Transfers in 209,639 209,639 

Net change in fund balance (5,420) (5,420) 

Beginning fund balance 5,420 5,420 

Ending fund balance $ -- $ --

ctual 

s 176,109 

527,486 

(351,377) 

346.386 

(4,99 1) 

5,420 

$ 429 

The otes to this schedule are an integral part of thi schedule. 

ariance with 
Final Budget 

Positive 
( egative) 

$ {68,964) 

(67,354) 

(136,3 18) 

136,747 

429 

$ 429 
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QUEST PREPARATORY ACADEMY 

NOTES TO TffE BUDGETARY COMPARISO SCHEDULES 

FOR THE YEAR ENDED JUNE 30, 2017 

Budgetary information: 

The Academy is required by the State of Nevada Department of Education ("Department") to adopt a final 
budget no later than June 8 of each year under AC 386.370 but is not required by the Department to 
augment the budget during the year. The annual budgets for all fund are adopted on a basi consistent 
with accounting principles generally accepted in the United States. 

Additional budgetary info nnation can be fo und within ote 1 to the Academy's basic financial statements on 
page 2 1 of this report. 

Any deficiencie of revenues under expenditures in the special education and food ervice funds are 
compensated for through a transfer from the general fund . Any deficiencies of revenues under 
expenditures in the general fund are compensated through a use of the general funds unrestricted cash 
reserves. 
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QUESTPREPARATORYACADEMY 

REQUIRED SUPPLEMENTARY INFORMATION 
SCHEDULE OF ACADEMY'S PROPORTIONATE SHARE OF THE NET 

PENSION LIABILITY 

JUNE 30, 2017 

Public Employees' Retirement System of Nevada 

Last 10 Fiscal Years* 

Academy's proporfon of the net 
pension liability 

Academy's proportion of the net 
pension liability 

Cont1ibution deficiency ( excess) 

Academy's covered - employee payroll 

Academy's proportion of the net 
pension liability as a percentage of its 
covered - employee payroll 

Plan's proportion o f the net 
pension liability as a percentage of its 
plan's total pension liability 

2015 

0.05279% 

5,501 ,949 

4,958,337 

111.0% 

76.3% 

* Tbe amounts presented for each fiscal year were determined as of June 30. 

2016 

0.08156% 

9,346,250 

4,685,061 

199.5% 

75.1% 

* Fiscal year 2015 was the first year of implementation, therefore only three years are shown. 

The Notes to this schedule are an integral part of this schedule. 

2017 

0.078 18% 

10,520,783 

3,732,463 

28 1.9% 

72.2% 
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QUEST PREPARATORY ACADEMY 

REQUIRED SUPPLEME TAL I FORMATIO 
SCHEDULE OF CONTRIBUTIONS TO PUBLIC EMPLOYEES' 
RETIREMENT SYSTEM OF NEV ADA 

JUNE 30, 2017 

Public Employees' Retirement System of evada 

Last l O Fiscal Years* 

2014 2015 

Contractually required contributions $ 534,263 $ 933,871 s 
Contributions in relation to the contractually 

required contribution (534,263) (933,871) 

Contribution deficiency (excess) $ -- $ -- $ 

Academy's covered - employee payroll $ 3,059,762 $ 4,958,337 $ 

Contribution as a percentage of covered-

employee payroll 17% 19% 

2016 2017 

889,861 988,339 

(889,861) (988,339) 

$ 

4 ,685,061 $ 3,732,463 

19% 26% 

* Schedule is intended to show information for IO years. Data is not available for fiscal years prior to 2014. 
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QUEST PREP RATORY ACADEMY 

NOTES TO THE SCHEDULES OF THE ACADEMY'S PROPORTIO ATE 
SHARE OF THE NET PENSION LIABILITY AND PENSJON CONTRIBUTIO S 

JUNE 30, 201 7 

Changes of benefit terms: 

Benefit terms for partic ipants in Public Employees Retirement System of Nevada ('·PERS'') 
changed for regular members entering the System on or after July 1, 20 15 to have a 2.25% 
multiplier of the average compensation for each accredited year of services. Other member 
benefit terms remain unchanged. 

Changes of assump1ions: 

There have been no changes in actuarial assumptions or methods since the last valuation. 

Method and assumptions used in calculations of actuarially determined contributions: 

The actuarially detem1ined contribution rates in the schedule of contributions are determined on an 
annual basis by PERS. The following actuarial methods and assumptions were used to detennine 
actuaria l contribution rates: 

Actuarial cost method: 
Amortization method: 
Amortization period: 

Asset val uation method: 
Inflation rate: 
Payroll growth: 
Investment rate of return: 

Covered employee payroll: 

Entry age nonnal 
Level percentage 
30 years through June 30, 201 I and thereafter a period equal to the 
truncated average remaining amortization period of all prior UAAL 
layers unti l average is less than 20 years, and thereafter a period o f 20 
years would be used 
5 year smoothed market 
3.50% 
6.50% per year for reg11lar employee and 7.5% for police/fire 
8.00% including 3.50% for inflation 

Covered employee payroll includes salaries and wages for Academy employees that are provided 
with a pension through PERS. 
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INDEPENDE T AUDITOR'S REPORT O INTERNAL CO TROL O ER 
FINANCIAL REPORTING AND O 1 COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENTAUDITINGSTANDARDS 

To the Receiver of 
Quest Preparatory Academy 

We have audited, in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, the financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund infonnation of Quest Preparatory Academy, as of and for the year 
ended June 30, 20 17, and the related notes to the financial statements, which collectively comprise Quest 
Preparatory Academy's basic financial statements and have issued our report thereon dated December 1, 
2017. 

Internal Control over Financial Reporting 

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

Our consideration of internal control was for the limited purpose described in the preceding paragraph and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not 
identified. However, as described in the accompanying schedule of findings and responses, we identified 
certain deficiencies i_n internal control that we consider to be material weaknesses and signifi cant 
deficiencies. 
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A dejiciency iii internal control exists when the design or operation of a control does not allow management 
or employees, in the no1mal 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 i 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. We consider the 
deficiencies described io the accompanying schedule of findi ngs and responses as items 2017-001 and 20 17-
002 to be material weaknesses. 

A significant deficiency is a deficiency, or a combination of deficiencie . in internal control tJ1at is les evere 
than a material weakness, yet important enough to merit attention by those charged with governance. We 
consider the deficiencies described in the accompanying schedule of findings and responses as items 2017-
003 to 2017-004 lo be significant deficiencies. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whetber Quest Preparatory Academy's flnanciaJ 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 detern1ination 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 sucb an opinion. 
The resul ts of our tests disclosed instances of noncompliance or other matters Uiat are required to be reported 
under Government Auditing Standards and which are described in the accompanying schedule of findings 
and response as items 2017-00 I and 20 l 7-003. 

Quest Preparatory Academy's Response to Findings 

Quest Preparatory Academy's response to the findings identified in our audit is described in the 
accompanying schedule of finding and responses. Que t Preparatory Academy's 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 entity's internal control or 
on compl iance. The report is an integral patt of an audit performed in accordance with Government Auditing 
Standards in considering the entity's internal control and compliance. Accordingly, this communication is 
not suitable for any other purpose. 

Las Vegas, Nevada 
December I, 2017 
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QUEST PREPARATORY CADEMY 

SCHEDULE OF FINDI GS AND RESPO SES 

FOR THE YEAR ENDED J UNE 30, 2017 

2017-001 Reconciliations 

Condition: During the audit process, prepaid expenses and liabilities were adjusted. Although policies 
and procedures were implemented and significant improvements were made in relation to prior year 
audit findings there were still a few adjustments required during the audit process. 

Criteria: TI1e Nevada Revised Statutes ("NR '") and the Charter chool Contract (Charter Contract") 
with the State Public Charter School Authority ("S PCSA"), require Quest Preparatory Academy 
("Quest") to maintain the books and records on the accrua l basis of accounting. Per the Charter 
Contract section 4.1.7, accounts must be reconci led monthly. 

Cause: Prepaid expenses and accrued liabilitie were not reconciled on a monthly basi . 

Effect: As a result of audit adjustments, prepaid expenses were increased $97,007 accounts payable 
and accrued liabilities increased $93,146 and expenses decreased $3,86 1. 

Auditor ·s Recommendation: We recommend that policies and procedures be implemented to assure all 
asset and liability accounts are reviewed and reconciled on a monthly basis to assure proper accruals 
are made. 

Management ·s Corrective Action Plan: Quest Academy is continuing to in1plement its improved 
financial policies and procedures. We have created a new Financial Policies and Procedures Manual 
that requires accurate bookkeeping, including the processes of monthly accruals, timely and 
comprehensive entries, and internal audit controls to assure processes are being followed and data is 
correct. We have retained a fi nancial con ulting fi rm to assi t with the full and immediate 
implementation of our financial policies and procedures. 

2017-002 Capital assets 

Condition: Capital asset general ledger accounts were not adjusted to reflect all disposals and 
additions. Procedures were implemented to update the capital asset schedule but a few additions and 
disposals were not reflected in the schedule, primarily related to a disposal of assets related to a non­
recurring lease negotiation . 

Criteria: A capital asset schedule should be maintained and reconciled to the general ledger on a 
monthly basi . Acquisitions should be reviewed for proper capital ization and disposals of assets 
should be recorded in the general ledger. 

Cause: The fixed asset schedule was not adjusted to refl ect all disposals, and not all purchases 
meeting the capitalization threshold were recorded as additions. 
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Effect: Audit adjustments were recorded to decrease fixed assets $338 515, decrease accumulated 
depreciation $ 132,834 and to decrease gain on disposal of assets $205,681. 

Auditor 's Recommendation: The capital asset schedule should be updated and reconciled to the 
general ledger monthly. The schedule should be reviewed to verify additions meet the capitalization 
criteria established by management and, on an annual basis, the chedule should be compared and 
reconciled to the physical inventory of capital assets. 

Management ·s Correc1ive Action Plan: Quest Academy will fully implement its procedures to 
properly maintain a capital asset schedule that is reconciled, on a monthly bas is, to the general ledger. 
In addition. purchases wi ll be carefully evaluated to determine whether they meet the Academy 's 
cri teria for capita lization. 

2017-003 Control of signature stamp 

Condition: An individual responsible for approving and paying expenditures and maintaining the 
general ledger has unrestricted access to an authorized check signer's signature stamp. A sim ilar 
finding was noted in the prior year audit. 

Criteria: Assets should be safe guarded against theft and unauthorized u e. 

Cause: The Academy has two check signers and one of the check signers is not in the office on a 
regular basis. The primary check signer is in the office on a regular basis and manually signs checks. 
The primary purpose of the signature stamp is to allow, upon approval of the Receiver for the 
Controller to stamp his signature on document and, if the primary check signer is not avai lable, to 
have the ability to pay expenses. 

Effec1: Allowing the individual responsible for approving and paying expenditures and maintaining 

the general ledger to have unrestricted access to an authorized check signer' s signature stamp leaves 

the Academy susceptible to unauthorized cash disbursements. 

Audi1or ·s Recommendation: We recommend that tl1e signature stamp is removed from the Controller's 
possession and maintained under lock and key with a trusted individual who does not have access to 
the check writing program, bank accounts and the general ledger. 

Management 's Corrective Ac/ion Plan: T he signature stamp has been removed from the Controller 's 
possession and is being maintained by a trusted individual who does not have access to the check 
writing progran,, bank accounts and the general ledger. 
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2017-004 Payroll 

Condition: During the audit, errors were noted in payroll including paid time off paid at a rate in 
excess of the contracted hourly rate, exclusion of longevity pay in the PERS calcu lat ion and one 
employee paid an extra 86.67 hours on a paycheck. 

Criteria: Procedures should be in place to timely detect errors in payroll prior to submission to and 
payment by the payroll company. 

Cause: Rates used to pay paid time off were not compared ro contract rates, the Payroll Employee 
misunderstood PERS inclus ion of longevity pay and hours were entered for a salaried employee whose 
payroll is calculated under the manual option in the payroll system and the double payment was not 
detected through the pre-processing payroll review. 

Effect: Based on the incidences noted during testing of payroll, employees were overpaid $1,463 as a 
result of the hourly rate for paid time off exceeding the contract rate and for the excess hours paid to an 
employee. The PERS omi sion of longevity pay occurred in July 2016 and August 2016 payroll 
submissions and was noted during a PERS audit. As a result of the audit, PERS retroactively corrected 
the underpayments and the Academy properly adjusted future PERS calculations to include longevity 
pay. 

Auditor 's Recommendation: The payroll procedures should be enhanced to include verification of the 
rates utilized to calculated paid time off agree to contract rates and to insure employees payroll 
calculations under the manual option do not also included hours entered resulting in dupl icate 
payment. These procedures should be performed prior to finalizing payroll for processing. 
Additionally individuals responsible for preparing and reviewing payroll should be familiar with the 
policie of PERS and understand what items of pay are elig ible for PERS. 

Management 's Corrective Action Plan: Quest Academy has retained a financial consulting finn to 
provide another layer of oversight in the processing of payroll and reviewing the PERS calculations. 
The Academy will enhance pre-submission payroll review procedures to include verifying all pay rates 
to contract rates and double checking that the manual payroll option does not also include hours which 
leads to double payment. The Academy will also make sure the fmancial consulting firm and other 
individua ls with responsibility to review PERS calculations has a current copy of the PERS Plan 
document and understands the items that are included in covered payroll. 
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QUEST PREP RATORY ACADEMY 

SCHEDULE OF PRIOR FINDI GS 

FOR THE YEAR ENDED JUNE 30, 2017 

2016-001 Timely reconciliations and accrual basis of accounting 

Condition: The Nevada Revised Statutes (" RS") and the Charter School Contract ("Charter 
Contract'·) w ith the State Public Cha11er School A uthori ty ('" PC A·•), require Quest Preparatory 
Academy ("Quest") to majnrain the books and records on the accrual basis of accounting. Per the 
Charter Contract section 4.1.7, accounts must be reconciled monthly. Journal entries were required 
during the audit process to adjust the books to the accrual basis of accounting. Many of the accounts 
were not reconciled timely. Some of the items that were not properly recorded include prepaid 
expen es, loan payments, accounts receivable, and liabilities not reflecting all commitments. As a 
result, financial information relied on by management and the governing board is inaccurate which can 
lead to inappropriate managerial decisions. 1n addition, the quarterly financial reports submitted to the 
SPCSA were inaccurate. 

Status: Quest Academy developed a Financial Pol icies and Procedures Manual that reflects evada 
Revised Statutes tlu-ough the use of the Nevada Department of Education Suggested Model F inancial 
Polic ies for Nevada Charter Schools, and the SPCSA policies that govern the charter. ew policies and 
procedures include reconciliations of balance heel accounts. As noted in finding 2017-00 I there were 
stil l a few adj ustments required during the audit process. 

2016-002 Policies and procedures including segregation of duties 

Condition: Due to the limited number of per onnel in the accounting function. individuals are 
re ponsible for overlapping financial responsibilities without proper oversight. Additionally, a 
supervision and review process has not been established to allow for proper review procedures to be 
performed, including review and approval of bank reconciliations, journal entries, and monthly 
financial statements . The same individual that is responsible for the general ledger, including posti ng 
journal entries, is responsible for paying bills and reconciling the bank statements. The same 
individual has access to the check signor's signature stamp. Lack of segregation of dut ies and proper 
review and supervision limits Quest's ability to properly safeguard assets and increases the risk that 
errors or misappropriations occw- that are not detected and corrected on a timely basis. 

Status: Que t Academy developed a Financial Policies and Procedures Manual that reflects Nevada 
Revised Statutes through the u e of the evada Department of Education Suggested Model Financial 
Polic ies for Nevada Charter Schools, and the SPCSA policies that govern the chatter. ew policies and 
procedures include having bank reconcilia tions completed, on a timely basis, by an individual who is 
not re ponsible for the general ledger and adding a review process of the monthly financial statements. 
As noted in item 2017-003. the Controller still has unrestricted access to the ignarure stamp of an 
authorized signer. 
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2016-003 Capital assets 

Condition: A detailed capital asset schedule is not being properly maintained. T he asset schedule 
should include a detail listing of all capital assets, incl uding the tag number, location of the property, 
and whether the property was purchased with public funds. The asset schedule was not updated from 
the prior year, does not include the tag number, location of the propeny, or source of funds used, and 
depreciation was not recorded prior lo the commencement of the audit. Additionally. accumulated 
depreciation for some of the di posed items was not appropriately reflected in the loss on disposal of 
assets. 

Status: The Academy took a physical inventory of capital assets and created a comprehensive detailed 
capital asset schedule including a description of the asset, location, and identify if the asset was 
purchased wi th public funds. However, as noted in fi nding 20 17-002 a similar schedule with assets 
meeting the Academy's capitalization criteria was not updated, maintained and reconciled to the 
general ledger. 

2016-004 Deferred rent 

Condition: In accordance with the accrual basis of accounting leases are reported on a straight-line 
basis. Leases with rental escalations throughout the lease or that offer concessions during the lease 
term. require calculations of deferred rent reflecting the difference between rent expense on a straight­
line basis in comparison to the required monthly payments made under the lease term, with the 
difference repo1ted in deferred rent. Quest entered into a new lease during the year for which a 
deferred rent calculation was not made or recorded. 

Status: Quest Academy did not have ru1y qualifying leases as of June 30, 20 I 7. 

2016-005 Public Employee' Retirement System 

Condition: The amounts owed to the Public Employee's Retirement ystem ("PER ") were not 
properly tracked or recorded in the general ledger. The liability was significantly understated. 
Currently only the liability is recorded for the amount withheld from employee paychecks and the 
employer's portion of participants e lecting employer only deferrals. The employer's contribution for 
the 50/50 option is significant and should be calculated and reported each pay period. Payments to 
PERS were not timely submitted and the submission documentation contained errors. 

Status: There were no similar findings in the current year. Quest Academy corrected the procedUTes 
for reporting PERS in the general ledger and the past due payments to PERS were paid and as of 
June 30, 2017 payments are current. 

2016-006 Payroll 

Condition: Tbe pay rate schedule approved by the previous Board was not always adhered to and 
proper documentation was lacking in some instances. 

Status: For the employees selected for payroll testing, it was noted that the pay rate . chedule was 
adhered to for employment contracts covering the year ended June 30, 20 l 7 and documentation was 
available for all payroll transactions tested. 
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2016-007 Year End Closing of Accounting System 

Condition: The accounting system was not properly reconciled to the audited financial statements and 
closed after the completion of the audit for the year ended June 30. 2015. Some of the audit ent1ies 
were not properly posted to the accounts and a few dates were inadvertently changed from July I to 
June 30 which resulted in inaccurate fund balance canied forv,rard to fiscal year 20 16 and affected 
changes to the fund balance. 

Status: There were no similar findings in the current year. After reconciling QuickBooks for fi scal 
year 2016 to the audited financial statements, QuickBooks was locked to changes for fi scal years 20 16 
and prior. 

2016-008 Check signing 

Condition: The By-laws require hvo signatures on checks in excess of $2,500 and lists board members 
and officers, which the Academy currently does not have, as authorized check signers. During the year 
ended June 30, 2016, we noted several checks proces ed by the bank that were in excess o f $2,500 and 
did not contain two signatures. 

Status: With the appointment of a Receiver, Quest Academy does not have an active board of 
directors. The policy requiring two signature was al leviated by the Receiver and authorized check 
signers were reduced to two. The By-laws have not been updated to reflect the current organizational 
structure of the charter and due to the Academy being under receivership, the By-laws are not 
scheduled to be amended until a governing board is reinstated. 

2016-009 Credit card reconciJfations 

Condition: Establ ished policies require credit card statement to be reconciled monthly by a 
designated employee and support fo r each transaction should be attached to the reconciliation. During 
the audit we noted the reconciliation for the month we selected to test was re-reconciled eight months 
after the statement closing date and there was n o documentation noting when the original 
reconciliation was performed or the changes made to the reconciliation. Additionally, there was no 
upport or approval for three of the transactions. 

Status: No similar findings were noted in the cwTent year. 

2016-010 Contract rates 

Condition: The amount charged by the food vendor for breakfast was in excess of the amount per the 
signed and approved contract in the vendor fi le. There was no documentation as to why a higher 
amount was charged and paid. 

Status: o similar findings were noted in the current year. 
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2016-011 C hart of accounts 

Condi,ion: Per Nevada Administrative Code(" AC") 387-765 and the Charter Contract section 4.1.6, 
the organization must use a prescribed chart of accounts. The general ledger account numbers being 
utilized in the QuickBooks accounting software do not adl1ere to the prescribed format and the current 
chart of accounts does not folJow a logical pattern, e.g. asset numbers, liabilities, equity, revenue and 
expense accounts are not within a specified range. AdditionaJ1y, identifying numbers for departments, 
activities and funds are not established which makes tracking and categorizing activity in the proper 
fund more difficult. 

Status: Additional codes and subcategories were added in Qu ickBooks to identify department 
activities and funds. 

2016-012 Budgeting 

Condition: Per NAC 387.7 10 and the Charter Contract, policie must be established to ensure 
expenditures are con istent with the budget. Budget to actual comparisons were not performed 
monthly and the board approved budget submitted through Epicenter was in summary and not detailed 
and did not budget for all significant categories. 

S,atus: The 20 16/201 7 fiscal year budget was developed in a more detailed manner to provide 
budgetary guidance on expenditures and anticipated costs and periodic comparisons of budget to actual 
results are provided to the Receiver. 

2016-013 erification of vendors 

Condition: Regulation require vendors paid from federal funds are not su pended or disbarred and 
documentation of such verification must be maintained. Quest d id not verify if vendors were 
suspended or clisbarred and does not have a procedure in place to perform such verification prior to 
expendLng federal funds. 

Status: o similar findings were noted in the current year. 
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Bradshaw, Smith & Co., L1P 

December 1, 2017 

To the Receiver 
Quest Preparatory Academy 

CPAs, Business Advisors & Consultants 

5851 West Charleston 
Las Vegas. Nevada 89146 
(702) 878-9788 FAX (702) 878-4510 

We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of Quest Preparatory Academy for the year ended June 30, 2017. Professional 
standards require that we provide you with information about our responsibilities under generally accepted 
auditing standards and Government Auditing Standards, as well as certain information related to the planned 
scope and timing of our audit. We have communicated such information in our letter to you dated July 24, 2017. 
Professional standards also require that we communicate to you the following information related to our audit. 

Significant Audit Findings 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by Quest Preparatory Academy are described in Note 1 to the financial statements. No 
new accounting policies were adopted and the application of existing policies was not changed during the year. 
We noted no transactions entered into by Quest Preparatory Academy during the year for which there is a lack of 
authoritative guidance or consensus. All significant transactions have been recognized in the financial statements 
in the proper period. 

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

Management's estimate of other current liabilities is based on current negotiations. We evaluated 
the key factors and assumptions used to develop the accrual of other liabilities in determining that 
it is reasonable in relation to the financial statements taken as a whole. 

Management's estimates regarding net pension liability. The estimates are based on a schedule 
of employer allocations of the Employees' Retirement System of Nevada (PERS) which was 
audited by CliftonLarsonAllen LLP. The significant assumptions used in the estimates are 
disclosed in Note 11 to the financial statements. 

Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. The most sensitive disclosures affecting the financial statements were: 

• The disclosure of going concern in Note 2 to the financial statements 
• The disclosure of the prior period adjustment in Note 3 to the financial statements 
• The disclosure of the pension plan in Note 11 to the financial statements 
• The disclosures of commitments and contingencies in Note 15 to the financial statements 

The financial statement disclosures are neutral, consistent, and clear. 



Difficulties Encountered in Performing the Audit 

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

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are clearly trivial, and communicate them to the appropriate level of management. 
Management has corrected all such misstatements. The following material misstatements detected as a result of 
audit procedures were corrected by management: 

• Prior period adjustment to correct deferred outflows of resources related to PERS 

• Prior period adjustment to correct the overstatement of payroll accruals 

• Adjustments to prepaid expenses 

• Adjustments to accounts payable and accrued liabilities for unrecorded payables 

• To adjust capital assets for assets, disposals and depreciation expense 

• To adjust for the effect of the settlement agreement with Hertz regarding TEQ lease and equipment 
returned 

• Adjustment of deferred inflows, deferred outflows and net pension liability related to PERS and GASS 68 
reporting requirements 

Disagreements with Management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing 
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the 
auditor's report. We are pleased to report that no such disagreements arose during the course of our audit. 

Management Representations 

We have requested certain representations from management that are included in the management 
representation letter dated December 1, 2017. 

Management Consultations with Other Independent Accountants 

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

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as [Name of Governmental Unit] 's auditors. However, 
these discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention. 

Our Independent Auditor's Report includes an emphasis of matter paragraph regarding going concern due to the 
concerns the State Public Charter School Authority has raised regarding financial stability and academic 
performance. The financial statements do not include any adjustments that might result from the outcome of the 
uncertainty and our opinions were not modified with respect to the matter. 



Other Matters 

We applied certain limited procedures to management's discussion and analysis, the budgetary comparison 
information and the Public Employee's Retirement System of Nevada, which are required supplementary 
information (RSI) that supplements the basic financial statements. Our procedures consisted of inquiries of 
management regarding the methods of preparing the information and comparing the information for consistency 
with management's responses to our inquiries, the basic financial statements, and other knowledge we obtained 
during our audit of the basic financial statements. We did not audit the RSI and do not express an opinion or 
provide any assurance on the RSI. 

Restriction on Use 

This information is intended solely for the information and use of the Receiver of Quest Preparatory Academy, the 
State Public Charter School Authority and management of Quest Preparatory Academy and is not intended to be, 
and should not be, used by anyone other than these specified parties. 

Very truly yours, 


