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SER-NINOS, INC.
(Federal Employer Identification Number 76-0511534)
101-802

CERTIFICATION OF BOARD
August 31, 2016

We, the undersigned, certify that the attached Annual Financial and Compliance Report of SER-Ninos, Inc. was
reviewed and -+ approved disapproved for the year ended August 31, 2016, at a meeting of the
governing body of said charter school onthe 5  day of &W ,20(7 .
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Signature of Board Presi%ent
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INDEPENDENT AUDITOR'S REPORT

To The Board of Directors of
SER-Ninos, Inc.
Houston, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of SER-Ninos, Inc. (SER, Inc.) (a nonprofit
organization), which comprise the statement of financial position as of August 31, 2016, and the related
statements of activities, functional expenses, and cash flows for the year then ended, and the related notes to
the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’ s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s interna
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

In our opinion, the financial statements referred to above present fairly, in al material respects, the financial
position of SER, Inc. as of August 31, 2016, and the changes in its net assets and its cash flows for the year
then ended in accordance with accounting principles generally accepted in the United States of America



Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards, is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the information isfairly stated, in all material respects, in relation to
the financial statements as awhole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 12,
2016, on our consideration of SER, Inc.’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financia reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Sandards in considering SER, Inc.’s internal control over financia reporting and
compliance.
Loy
Houston, TX

December 12, 2016



SER NINOS, INC.
STATEMENT OF FINANCIAL POSITION

AUGUST 31, 2016

ASSETS
Current Assets.
Cash
Restricted Cash
Grants Receivable
Other Receivables
Total Current Assets

Property & Equipment
Land
Buildings
Construction in Progress
Equipment and Furniture

Less: Accumulated Depreciation

Other Assets
Bond Issuance Cost

Tota Assets

LIABILITIESAND NET ASSETS
Current Liabilities:

Accounts Payable

Accrued Liabilities

Wages Payable

Interest Payable

Current Portion of Notes Payable

Current Portion of Bonds Payable
Total Current Liabilities

Long-term Liabilities:
Notes Payable Net of Current Portion
Bonds Payable Net of Discount and Current Portion

Total Liabilities

Net Assets:
Unrestricted
Temporarily Restricted

Total Net Assets
Total Liabilities and Net Assets

See accompanying notes to financial statements.
-3-

$ 4,870,402
531,757

88,789

48,036
5,538,984

3,470,943
19,219,410

432,848

364,548
23,487,749
(4,361,851)
19,125,898

370,161
$ 25,035.043

$ 219,296
133,249
202,109

19,477
240,084
310,000

1,124,215

4,737,149
8,065,122

13,926,486

4,365,302
6,743,255

11,108,557
$ 25,035,043




SER NINOS. INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED AUGUST 31, 2016

REVENUES
Local Support:
5740 Other Revenues from Local Sources
5750 Revenue from Curricular
Total Loca Support

State Program Revenues
5810 Foundation School Program Act Revenues
5820 State Program Revenues Distributed by
Texas Education Agency
Total State Program Revenues

Federal Program Revenues:
5910 Federal Revenues Distributed Through
5920 Federal Revenues Distributed by
Texas Education Agency
Total Federal Program Revenues

Net assets released from restrictions:
Restrictions satisfied by payments
Total Revenues

EXPENSES

11 Instruction

12 Instructional Resources and Media Services

13 Curriculum Development and Instructional
Staff Devel opment

23 School Leadership

31 Guidance, Counseling, and Evaluation
Services

33 Headth Services

35 Food Service

36 Cocurricular/Extracurricular Activities

41 Genera Administration

51 Facilities Maintenance and Operations

52 Security and Monitoring Services

53 DataProcessing Services

61 Community Services

71 Debt Services

81 Fund Raising

Total Expenses

Changein Net Assets
Net Assets, Beginning of Year As Restated
Net Assets, End of Year

See accompanying notes to financial statements.

Temporarily
Unrestricted Restricted Total

$ 278,262 $ $ 278,262
65,311 65,311
343,573 343,573
8,971,577 8,971,577
18,589 18,589
8,990,166 8,990,166
1,406,052 1,406,052
1,406,052 1,406,052

9,347,050 (9,347,050) -
9,690,623 1,049,168 10,739,791
5,181,791 5,181,791
574 574
27,139 27,139
408,245 408,245
17,815 17,815
68,326 68,326
762,316 762,316
38,436 38,436
576,998 576,998
1,639,207 1,639,207
180,461 180,461
47 447 47 447
51,518 51,518
679,473 679,473
10,877 10,877
9,690,623 9,690,623
1,049,168 1,049,168
4,365,302 5,694,087 10,059,389
$ 4,365,302 $ 6.743.255 $11,108,557



SER NINOS, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED AUGUST 31, 2016

Cash Flows From Operating Activities

Changein Net Assets $ 1,049,168
Adjustments to Reconcile Change in Net Assetsto Net
Cash provided (used) by Operating Activities:

Depreciation 694,776
Amortization 18,399
(Increase) decrease in Other Receivable 25,223
(Increase) decrease in Grants Receivable 350,884
Increase (decrease) in Accounts Payable 61,966
Increase (decrease) in Interest Payable (810)
Increase (decrease) in Accrued Liabilities (30,171)
Increase (decrease) in Wages Payable 9,337
Total Adjustments 1,129,604
Net Cash Provided (Used) by Operating Activities 2,178,772

Cash Flows From Investing Activities

Purchase of Fixed Assets (178,379)
Net Cash Provided (Used) by Investing Activities (178,379)
Cash Flows From Financing Activities

Repayment of Long-Term Debt (225,982)

Repayment of Bonds (305,000)
Net Cash Provided (Used) by Financing Activities (530,982)

NET INCREASE ( DECREASE ) IN CASH 1,469,411

CASH AT BEGINNING OF YEAR 3,932,748

CASH AT END OF YEAR $ 5402159

Supplemental Disclosures
Cash Paid During the Y ear for:
Interest $ 679,473

See accompanying notes to financial statements.
-5-



SER-NINOS, INC.
NOTESTO FINANCIAL STATEMENTS

AUGUST 31, 2016

Organization

SER-Ninos, Inc. (Ser, Inc.)(Corporation), a nonprofit organization, was incorporated in the State of
Texasin 1996, under the Texas Non-Profit Corporation Act. The Internal Revenue Service determined
that the organization was exempt from federal income tax under section 501(a) of the Internal Revenue
Code as an organization described in Section 501(c)(3).

Pursuant to its charter granted by the State Board of Education in accordance with Texas Education
Code Section 12, Subchapter D, Open-Enrollment Charter School, the organization operates as part of
the state public school system subject to all federal and state laws and rules governing public schools.
The organization is also subject to all laws and rules pertaining to open-enrollment charter schoolsin
section 12 of the Texas Education Code.

The organization was formed to provide elementary education to approximately 1,039 children with
half-day programsfor three year old students and full day programsfor pre-kindergarten through eighth
grade. Itismanaged by an eight member Board of Directors that has the exclusive power and duty to
direct the supervision, management, and administration of the organization’s activities.

The charter holder, SER-Ninos, Inc., only operates a single charter school and does not conduct any
other charter or non-charter activities.

Summary of Significant Accounting Policies

BASIS OF PRESENTATION

SER-Ninos, Inc. reportsits financia information based on the Financial Accounting Standards Board
Accounting Standards Codification 958 Not-for-Profit Entities-205 Presentation of Financial
Satements. Under FASB ASC 958-205, an organization is required to report information regarding its
financial position and activities according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets.

Unrestricted net assets

Unrestricted net assets include unrestricted resources which represent the portion of funds that are
availablefor the operating objectives of the corporation. Board-designated net assets represent amounts
the corporation has set aside for a specific purpose.

Temporarily restricted net assets

Temporarily restricted net assets consist of donor restricted contributions and grants. Amounts
restricted by donors for a specific purpose are deemed to be earned and reported as temporarily
restricted revenue, when received, and such unexpended amounts are reported as temporarily restricted
net assets at year-end. When the donor restriction expires, that is, when a stipulated time or purpose
restriction is accomplished, temporarily restricted net assets are reclassified to unrestricted net assets
and reported in the statement of activities as “ net assets released from restrictions.”

Permanently restricted net assets

Permanently restricted net assets consist of donor restricted contributions, which are required to be held
in perpetuity. Income from the assetsheld isavailable for either general operations or specific purposes,
in accordance with donor stipulations.




SER-NINOS, INC.
NOTESTO FINANCIAL STATEMENTS

AUGUST 31, 2016

Summary of Significant Accounting Palicies (continued)

SUPPORT AND REVENUE
Support and revenue are recorded based on the accrual method.
CASH DONATIONS AND DONATED SERVICES

Cash donations are considered to be available for unrestricted use unless specifically restricted by the
donor. No amounts have been reflected in the financial statements for donated services since no
objective basis is available to measure the value of such donations. Nevertheless, a substantial number
of volunteers have donated their time in connection with the program service and administration of the
organization.

CONTRIBUTIONS

In accordance with Financial Accounting Standards Board Accounting Standards Codification 958
Not-for-Profit Entities-605 Revenue Recognition, contributions received are recorded as unrestricted,
temporarily restricted, or permanently restricted support depending on the existence or nature of any
donor restrictions.

PROPERTY AND EQUIPMENT

Property and equipment purchased by SER-Ninos, Inc. are recorded at cost. Donations of property and
equipment are recorded at their fair value at the date of the gift. All purchases and donationsin excess
of $5,000 are capitalized. Depreciation is provided on the straight-line method based upon estimated
useful lives of five years for equipment, seven years for furniture, fifteen years for building and land
improvements, and thirty yearsfor buildings. Gains or losses on retired or sold property and equipment
are reflected in income for the period. The proceeds from such sales which are not legally required or
expected to be reinvested in property and equipment are transferred to unrestricted net assets.

PLEDGES AND ACCOUNTS RECEIVABLE

Contributions are recognized when the donor makes a promise to give a contribution to SER-Ninos,
Inc. that is in substance, unconditional. Contributions that are restricted by the donor are reported as
increases in unrestricted net assets if the restrictions expire in the year in which the contributions are
recognized. All other donor-restricted contributions are reported as increases in temporarily or
permanently restricted net assets depending on the nature of the restrictions. When arestriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets.

No provision has been made for uncollectible promises to give and accounts receivable as of the
statement of financial position date, given that none have been identified.



SER-NINOS, INC.
NOTESTO FINANCIAL STATEMENTS

AUGUST 31, 2016

Summary of Significant Accounting Palicies (continued)

FUNCTIONAL EXPENSES

Expenses are charged to each program based on direct expenditures incurred. Functional expenses
which cannot readily be related to a specific program are charged to the various programs based upon
hours worked, square footage, number of program staff, or other reasonable methods for alocating the
organization's multiple function expenditures.

INCOME TAXES

SER-Ninos, Inc. qualifies as atax-exempt organization under section 501(c) (3) of the Internal Revenue
Code and, therefore, has no provision for income taxes.

CASH AND CASH EQUIVALENTS

SER-Ninos, Inc. considers al highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents. Cash is held in demand accounts at a bank. The accounts at this
institution are insured by the Federal Deposit Insurance Corporation up to $250,000. The bank
accounts, at times, exceeded federally insured limits. Even though the organization has not experienced
any losses on such accounts, arrangements should be made to avoid potential, future losses.

INVESTMENTS

Investments in marketable securities with readily determinable fair values and al investments in debt
securities are reported at their fair values on the statement of financial position. Unrealized gains and
losses are included in the change in net assets.

ESTIMATES

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

Pension Plan Obligations

Plan Description

The charter school contributes to the Teacher Retirement System of Texas (“TRS’), a cost sharing,
multiple-employer defined benefit pension plan with one exception; all risks and costs are not shared
by the charter school, but are the liability of the State of Texas. TRS administers the retirement and
disahility employer defined benefit pension plan with one exception; all risks and costs are not shared
by the annuities, and death and survivor benefits to employees and beneficiaries of employees of the
public school systems of Texas.



SER-NINOS, INC.
NOTESTO FINANCIAL STATEMENTS

AUGUST 31, 2016

Pension Plan Obligations (continued)

The plan operates primarily under the provisions of the Texas Constitution, Article XVI, Sec. 67, and
Texas Government code, Title 8, Chapters 803 and 805 respectively. The Texas State legidature has
the authority to establish and amend benefit provisions of the pension plan and may, under certain
circumstances, grant special authority to the TRS Board of Trustees. TRS issues a publicly available
financial report that includes financial statements and required supplementary information for the
defined benefit plan. That report may be obtained by writing to the TRS Communi cations Department,
1000 Red River Street, Austin, Texas 78701 or by calling the TRS Communications Department at 1-
800- 223-8778, or by downloading the report form the TRS Internet website, www.trs.state.tx.us, under
the TRS Publications Heading.

Charter schools are legally separate entities from the State and each other. Assets contributed by one
charter or independent school district (“1SD”) may be used for the benefit of an employee of another
ISD or charter. The risk of participating in multi-employer pension plans is different from single-
employer plans. Assets contributed to a multi-employer plan by one employer may be used to provide
benefits to employees of other participating employers. If a participating employer stops contributing
to the plan, the unfunded obligations of the plan may be borne by the remaining participating employers.
There is no withdrawal penadty for leaving the TRS system. There is no collective-bargaining
agreement. The latest TRS Comprehensive Annual Financial Report available dated August 31, 2016
indicated the following:

Pension Total Plan Assets ABO Percent
Fund 2016 2016 Funded
TRS $ 152,925,647,000 $171,797,150,000 78.00%

Funding Policy

Contribution requirements are not actuarially determined but are established and amended by the Texas
State legislature. The state funding policy isasfollows: (1) the state constitution requires the legislature
to establish a member contribution rate of not less than 6.0% and not more than 10% of the aggregate
annual compensation of all members of the system; (2) A state statute prohibits benefit improvements
or contribution reductions if, as a result of a particular action, the time required to amortize TRS
unfunded actuarial liabilities would be increased to a period that exceeds 31 years, or, if the
amortization period aready exceeds 1 year, the period would be increased by such action. State law
provides for amember contribution rate of 7.2% for fiscal year 2016. The state’ s contribution rate as a
non-employer contributing entity was 6.8% for fiscal year 2016. The charter school’s employee
contributions to the system for the year ended August 31, 2016 were $345,289 equal to the required
contributions for the year.

Other contributions made from federal and private grants and from the charter school for salaries above
the statutory minimum were contributed at a rate of 6.8% totaling $36,489 for the year ending August
31, 2016. The charter school’s contributions into this plan do not represent more than 5% of the total
contributions to the plan and the charter school was not assessed a surcharge.

-O-



SER-NINOS, INC.
NOTESTO FINANCIAL STATEMENTS

AUGUST 31, 2016

Budget

Theofficia school budget is prepared for adoption for required Governmental Fund Types. The annual
budget is adopted on a basis consistent with generally accepted accounting principles and is formally
adopted by the Board of Directors.

Operating Lease Commitment

SER-Ninos, Inc. is currently leasing its copy machines on a non-cancellable operating | ease agreement.
The organization’ s minimum annual lease commitment is as follows:;

Twelve months ending

August 31, Amount
2017 $ 31,616
2018 18,405
2019 5,321
Totd $ 98717

Operating |ease expense amounted to $41,256 for the twelve months ended August 31, 2016.

Health Care Coverage

During the year ended August 31, 2016, employees of the organization were covered by a Health
Insurance Plan (the Plan). The organization contributed $ 324 per month per employee to the Plan.
Employees, at their option, authorized payroll withholdings to pay premiums for dependents. All
premiums were paid to licensed insurers.

Commitments and Contingencies

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

-10-
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SER-NINOS, INC.
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2016

Notes Payable
SER-Ninos, Inc.'s abligations under notes payable consists of the following:
Construction Loan from Amegy Bank. Theloan is dated

December 7, 2010, has a 4.40% interest rate, and a face amount of
$ 6,000,000, secured by land and building. Date of maturity is

December 7, 2020. $ 4,977,233
Total Notes Payable 4,977,233
Less Current Portion of Notes Payable (240,084)
L ong-term Portion of Notes Payable $ 4,737,149
Maturities of notes payable over the next five years are as follows:
Y ear Ending August 31, Principal Interest Totd
2017 $ 240,084 $ 214,028 $ 454,112
2018 250,863 203,249 454,112
2019 262,127 191,986 454,113
2020 273,895 180,217 454,112
2021 3,950,264 57,366 4,007,630
Total $ 4,977,233 $ 846,846 $ 5,824,079
Restricted Cash

Restricted cash at August 31, 2016 consisted of debt service and debt service reserve fund bond cash
accounts. These funds are to be solely used in the repayment of bond liabilities and cannot be used

for normal operating expenditures.

Bonds Payable

SER-Ninos, Inc. has secured bond financing pursuant to Chapter 53 of the Texas Education Code,
$4,475,000 of Tax-Exempt Education Revenue Bonds, Series 2012A and $5,110,000 Qualified Schaool
Construction Bonds, Series 2012Q. The bonds are limited obligations of the issuer payable solely from
revenues received by theissuer pursuant to aloan agreement between the issuer and the borrower. None
of the state, the city, nor any political corporation, subdivision, or agency of the state is pledged to the

payment of the principal of premium, or interest on the bonds.

-11-



SER-NINOS, INC.
NOTES TO FINANCIAL STATEMENTS

AUGUST 31, 2016

Bonds Payabl e (continued)

Bonds payable at August 31, 2016 consist of the following:

2012A Bonds, 5.79% interest; principle and interest duein
semi-annual installments, commencing August 15, 2012;
Maturity dates range from 2012 to 2041. $ 4,015,000

2012Q Bonds, 4.50% interest; principle and interest duein
semi-annual installments, commencing August 15, 2012;

Maturity dates range from 2013 to 2030. 4,385,000
Total $ 8,400,000
Less current portion of bonds payable (310,000)
L ess unamortized discount (24,878)
Long-term portion of bonds payable net of discount $ 8,065,122

Future maturities of long-term debt at August 31, 2016 are as follows:

Y ear Ending August 31, Principal Interest Total
2017 $ 310,000 $ 438,225 $ 748,225

2018 310,000 424,275 734,275

2019 310,000 410,325 720,325

2020 310,000 396,375 706,375

2021 310,000 382,425 692,425

Theresfter 6,850,000 4,389,075 11,239,075

Tota $ 8,400,000 $ 6,440,700 $ 14,840,700

SER-Ninos, Inc. must maintain a debt service fund which is required to maintain a minimum balance
of $510,900. At August 31, 2016, the debt service fund had a balance of $511,643.

-12-



SER-NINOS, INC.
NOTESTO FINANCIAL STATEMENTS

AUGUST 31, 2016

Temporarily Restricted Net Assets

Temporarily restricted net assets at August 31, 2016, are available for the following periods:

Periods after August 31, 2016

State TEA funds $ 6,387,216
Capital Campaign funds 356,039
Total restricted funds $6,743,255

Net assets were released from restrictions by incurring expenses satisfying the restricted purposes or
by occurrence of other events specified by donors as follows:

State Funds $ 7,940,998
Federal Funds 1,406,052
Total restrictions released $9,347,050

SER Ninos, Inc. Houston Special Education Cooperative

SER Ninos, Inc. Houston Special Education Cooperative received $236,216 and $1,124 in IDEA-B
Formula and IDEA-B Preschool funds respectively for the year ended August 31, 2016. The
cooperative has a TEA approved Shared Services Arrangement (SSA) with the following member
schoold entities, member revenue and member expense for the year ended August 31, 2016:

Member/ Entity Revenue Expense
Alief Montessori $ 28,047 $ 28,047
GIS Houston 113,494 113,494
Heights Charter 36,545 47,152
U of H Charter 8,956 8,956
SER Ninos 108,706 108,706
Two Dimensions Charter 49,174 49,174
Total IDEA-B Formula Funds $ 344,922 $ 344,922
M ember/ Entity Revenue Expense
Alief Montessori $ 449 $ 449
Two Dimensions Charter 675 675
SER Ninos 200 200
Total IDEA-B Preschool Funds $1,324 $1,324
Total IDEA-B Federal Funds $ 346,246 $ 346,246

-13-



SER-NINOS, INC.
NOTESTO FINANCIAL STATEMENTS

AUGUST 31, 2016

Prior Y ear Adjustment

During the year ended August 31, 2016, an adjustment was made to SER Ninos, Inc. net assets to
capitalized $ 90,315 of construction cost that was expensed in prior year. The adjustment increase fixed
assets and increase net assets by the same amount.

Evauation of Subsequent Events

SER Ninos, Inc. has evaluated subsequent events through December 12, 2016, the date which the
financia statements were available to be issued.

-14-



GOMEZ & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
5177 RICHMOND AVE. SUITE 1100
HOUSTON, TX 77056
TEL: (713) 666-5900
FAX: (713) 666-1049
http://www.gomezandco.com

INDEPENDENT AUDITOR’'S REPORT ON SUPPLEMENTARY INFORMATION

To The Board of Directors of
SER-Ninos, Inc.
Houston, Texas

We have audited the financial statements of SER-Ninos, Inc. (SER, Inc.) as of and for the year ended August
31, 2016, and our report thereon dated December 12, 2016, which expressed an unmodified opinion on those
financial statements, appears on page 1. Our audit was conducted for the purpose of forming an opinion on
the financial statements as a whole. The Schedules for Individual Charter School are presented on pages 16 to
20 for purposes of additional analysis and is not arequired part of the financial statements. Such information
is the responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional proceduresin
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information isfairly stated in al material respectsin relation to the financial statements as awhole.

A%;_} Lo,

Houston, Texas
December 12, 2016
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SER NINOS, INC.
SCHEDULE OF EXPENSES
FOR THE YEAR ENDED AUGUST 31, 2016

Expenses
6100 Payroll Costs $ 5,501,582
6200 Professional and Contracted Services 1,839,814
6300 Supplies and Materials 659,619
6400 Other Operating Costs 991,736
6500 Debt 697,872
Total Expenses $ 9690623

See accompanying notesto financia statements.
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SER NINOS, INC.
SCHEDULE OF CAPITAL ASSETS
FOR THE YEAR ENDED AUGUST 31, 2016

Ownership Interest

Loca State Federal
1110 Cash $ $ 5402159 $
1510 Land and Improvements 1,521,471 1,949,472
1520 Buildings and Improvements 19,015,014 204,396
1539 Furniture and Equipment 31,953 332,595
1580 Construction in Progress 432,848
Total Property and Equipment $20568438 $ 8321470 $

See accomanying notes to financial statements.
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SER NINOS, INC.
BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED AUGUST 31, 2016

Budgeted Amounts Variance
Actual from Final
Original Fina Amounts Budget
REVENUES
Local Support:
5740 Other Revenues from Loca Sources $ 16900 $ 314975 $ 278262 $ (36,713)
5750 Food Service Sales 28,000 55,000 65,311 10,311
Total Loca Support 44,900 369,975 343,573 (26,402)
State Program Revenues:
5810 Foundation School Program Act Revenues 8,856,000 9,248,800 8,971,577 (277,223)
5820 State Program Revenues Distributed by
Texas Education Agency 48,274 18,638 18,589 (49)
Total State Program Revenues 8,904,274 9,267,438 8,990,166 (277,272)
Federal Program Revenues:
5910 Federal Revenues Distributed Through
5920 Federal Revenues Distributed by
Texas Education Agency 1,316,952 1,316,952 1,406,052 89,100
5930 Federal Revenues Distributed by
From the Federal Government 15,987 15,987 0 -15,987
Total Federal Program Revenues 1,332,939 1,332,939 1,406,052 73,113
Total Revenues 10,282,113 10,970,352 10,739,791 (230,561)
EXPENSES
11 Instruction 5,408,911 5,408,911 5,181,791 227,120
12 Instructional Resources and Media Services 31,730 1,000 574 426
13 Curriculum Development and Instructional
Staff Devel opment 9,920 9,920 27,139 (17,219)
23 School Leadership 449,400 449,400 408,245 41,155
31 Guidance, Counseling, and Evaluation
Services 14,158 17,858 17,815 43
33 Health Services 103,089 103,089 68,326 34,763
35 Food Service 590,859 590,859 762,316 (171,457)
36 Cocurricular/Extracurricular Activities 12,000 27,100 38,436 (11,336)
41 General Administration 396,900 396,900 576,998 (180,098)
51 Facilities Maintenance and Operations 1,205,600 1,302,383 1,639,207 (336,824)
52 Security and Monitoring Services 190,295 190,295 180,461 9,834
53 DataProcessing Services 70,000 48,000 47,447 553
61 Community Services 61,338 61,338 51,518 9,820
71 Debt Services 508,300 698,400 679,473 18,927
81 Fund Raising 223,000 10,100 10,877 (777)
Total Expenses 9,275,500 9,315,553 9,690,623 (375,071)
Change in Net Assets 1,006,613 1,654,799 1,049,168 (605,631)
Net Assets, Beginning of Year 10,059,389 10,059,389 10,059,389
Net Assets, End of Year $11.066,002  $11.714.188  $11.108557 $ (605.631)

See accompanying notes to financial statements.
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SER-NINOS, INC.
BUDGETARY VARIANCE EXPLANATION

FOR THE YEAR ENDED AUGUST 31, 2016

MATERIAL BUDGET VARIANCE REVENUE

(1) Thefollowingisan explanation of the 10% variancesfrom original budget to final revenue reported
on the Budgetary Comparison Schedule for the year ending August 31, 2016.

Object 5740-  The amount of the variance includes revenue from IRS subsidy, Special Education Co-
Op and E-rate reimbursement that was not included in original budget

Object 5750- The amount of the variance includes an under estimation of Food Service Activity.

Object 5820- The amount of the variance includes over estimation of Funds from State Program
Revenues distributed by TEA

(2) Thefollowing is an explanation of the 10% variancesfrom final budget to actual revenuereported on
the Budgetary Comparison Schedule for the year ending August 31, 2016.

Object 5740- The amount of the variance includes over estimation of funds from local sources

Object 5750-  The amount of the variance includes under estimation of Funds from food service
activities
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SER-NINOS, INC.
BUDGETARY VARIANCE EXPLANATION

FOR THE YEAR ENDED AUGUST 31, 2016

MATERIAL BUDGET VARIANCE EXPENDITURES

(1) Thefollowing isan explanation of the 10% variances from original budget to final expenses
reported on the Budgetary Comparison Schedule for the year ending August 31, 2016.

Function 12 —

Function 31 —

Function 36 —

Function 53 —
Function 71 —

Function 81 —

The amount of the variance includes over estimation of expenses related to Instructional
Resources and Media Services

The amount of the variance includes under estimation of expenses related to Guidance,
Counseling and Evaluation Services.

The amount of the variance includes under estimation of expenses related to
Cocurricular/Extracurricular Activities.

The amount of the variance includes over estimation of |T service activities

The amount of the variance includes under estimation of Funds from State Program
Revenues distributed by TEA

The amount of the variance includes over estimation Fund Development Activities and
Fund Development Staff which was not filled.

(2) Thefollowing is an explanation of the 10% variances from final budget to actual expensesreported
on the Budgetary Comparison Schedule for the year ending August 31, 2016.

Function 12 —

Function 13 —

Function 33 —
Function 35—

Function 36 —

Function 41 —

Function 51 —
Function 61 —

The amount of the variance includes budgeted library supplies expenses that was not
incurred.

The amount of the variance includesincrease in staff development expenses mainly due
to large purchase from Success For All Foundation for teachers training materials

The amount of the variance includes decrease in health related payroll cost

The amount of the variance includes increase in food service related expenses due to
increase in enrollment

The amount of the variance includes increase in Cocurricular/Extracurricular Activities
related expenses mainly due to large purchase from J. Harding and Co. for Uniforms

The amount of the variance includes under estimation and reclassification of General
Administrative related expenses

The amount of the variance includes under estimation of mainly of Depreciation expenses
The amount of the variance includes over estimation of community service related expenses
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GOMEZ & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
5177 RICHMOND AVE. SUITE 1100
HOUSTON, TX 77056
TEL: (713) 666-5900
FAX: (713) 666-1049
http://www.gomezandco.com

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

To The Board of Directors of
SER-Ninos, Inc.
Houston, Texas

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of SER-Ninos, Inc. (SER, Inc.) (a
nonprofit organization), which comprise the statement of financial position as of August 31, 2016, and the
related statements of activities and cash flows for the year then ended, and the related notes to the financia
statements, and have issued our report thereon dated December 12, 2016.

Internal Control Over Financial Reporting

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

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

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

Compliance and Other Matters
As part of obtaining reasonable assurance about whether SER, Inc.’s financial statements are free from

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the organization’s internal
control or on compliance. Thisreport isan integral part of an audit performed in accordance with Gover nment

Auditing Standards in considering the organization’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Houston, TX

December 12, 2016
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GOMEZ & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
5177 RICHMOND AVE. SUITE 1100
HOUSTON, TX 77056
TEL: (713) 666-5900
FAX: (713) 666-1049
http://www.gomezandco.com

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To The Board of Directors of
SER-Ninos, Inc.
Houston, Texas

Report on Compliance for Each Major Federal Program

We have audited SER-Ninos, Inc. (SER, Inc.) compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on each of SER,
Inc.’s major federal programs for the year ended August 31, 2016. SER, Inc.’s major federal programs are
identified in the summary of auditor’'s results section of the accompanying schedule of findings and
questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of
its federal awards applicable to itsfederal programs.

Auditor’ s Responsibility

Our responsihility is to express an opinion on compliance for each of SER, Inc.’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about SER, Inc.’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.

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

Opinion on Each Major Federal Program

In our opinion, SER, Inc. complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federa programs for the
year ended August 31, 2016.

Report on Internal Control Over Compliance

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

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

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

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, thisreport is not suitable for any other purpose.

&‘} * @*%“*g/

Houston, TX
December 12, 2016
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SER-NINOS, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED AUGUST 31, 2016

Summary of Audit Results

1. The auditor's report expresses an unmodified opinion on whether the financial statements were prepared in
accordance with GAAP.

2. No significant deficiencies or material weaknesses on internal control over financial statements.

3. Noinstances of noncompliance material to the financial statements, which would be required to be
reported in accordance with Government Auditing Standards, were disclosed during the audit.

4. No significant deficiencies or material weaknesses on internal control over major federal award
programs.

5. The auditor’ s report on compliance for the major federal award programs expresses an unmodified
opinion on al major federal programs.

6. The audit did not disclose any audit findings which are required to be reported in accordance with 2 CFR
section 200.516(a).

7. Mgjor programs:
U.S. Department of Education
Passed — Through Texas Education Agency
Titlel, Part A CFDA Number 84.010A
8. Thethreshold used for distinguishing between Type A and Type B programs was $750,000.

9. SER, Inc. qualifies as alow-risk auditee.

Questioned
Current Y ear Findings Costs
No audit findings were noted as per governmental auditing standards and 2 $ 0
CFR section 200.516(a).
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SER-NINOS, INC.
SCHEDULE OF PRIOR YEAR FINDINGS

FOR THE YEAR ENDED AUGUST 31, 2016

No audit findings were noted as per section .300 (f) of OMB A-133 for the
year ended August 31, 2015.
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SER NINOS, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED AUGUST 31, 2016

Federa Grantor/ Federd Pass - Through
Pass - Through Grantor/ CFDA Entity Identifying Federal
Program Title Number Number Expenditures
U.S. Department of Education
Passed - Through Texas Education Agency:
ESEA, Titlel, Part A 84.010A 16610101101802 $ 484,069
ESEA, Titlell, Part A Teacher and Principal 84.367A 16694501101802 63,495
ESEA, Titlelll, Part A - LEP 84.365A 16671001101802 92,616
ESEA, Title 111, LEP Summer School 84.369A 69551502 11,131
IDEA-B, Formula 84.027A  166600011018026000 108,706
IDEA-B, Preschool 84.173A  166610011018026000 200
Total U.S. Department of Education 760,217
U.S. Department of Agriculture
Passed - Through Texas Education Agency
Federal Food Service Reimbursement
Breakfast 10.553 71401501 10,619
Breakfast 10.553 71401601 85,785
Lunch 10.555 71301501 53,494
Lunch 10.555 71301601 440,743
590,641
Passed - Through Texas Department of Human Services
USDA Commodity Food Distribution 10.555 101201A 55,194
55,194
Total U.S. Department of Agriculture 645,835
Total Expenditures of Federal Awards $ 1,406,052
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SER-NINOS, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED AUGUST 31, 2016

NOTE 1- SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying schedule of federal awards (the Schedule) includes the federal grant activity of SER-Ninos,
Inc. (SER, Inc.) under programs of the federal government for the year ended August 31, 2016. Theinformation
in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Because the Schedule presents only a selected portion of the operation of SER, Inc., itis
not intended to and does not present the financial position, changes in net assets or cash flows of SER, Inc.
Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in the Uniform Guidance wherein certain types of
expenditures are not allowable or are limited as to reimbursement.

Pass-through entity identifying numbers are presented where available.

Indirect Cost Rate

SER, Inc. has elected not to use the 10-percent de minimis indirect cost rate as alowed under the Uniform
Guidance.
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