Kinetic Academy

Huntington Beach, CA

Board of Directors
Minutes of the Regular Meeting

November 14, 2018

l. Call to Order

The meeting was called to order by Mr, Jeff Ball at 5:36 pm in the Multi-Purpose Room,
721 Utica Avenue, Huntington Beach, California

Members Present: Chair Jeffrey Ball, Vice Chair Michele Asay, Executive Director Bre
Lionetti, Secretary Kalman Hutchens, Treasurer Christine Shewbridge, Curriculum
Charlene Reed, Campus Life Bret McCarroll

L. Agenda Adoption
A motion to adopt the November 14, 2018 agenda.

On the motion made by Mr. McCarroll seconded by Ms. Shewbridgel and carried 7-0, the
motion passes.

Il Procedural Overview

Kinetic Academy is a public entity subject to the Brown Act and meetings are conducted
accordingly using Robert’s Rules of Orders.

V. Oral Communication

Mr. Bali called upon any attendees who would like to make public comments regarding any
item on the closed agenda. There were no requests for public comment.

V. Closed Session
Mr. Ball called the Board into Closed Session at 5:38pm
1. Public Employee Performance Evaluation, all positions (Government Code Section 54957)

2. Conference with Real Property Negotiators, 19231 Harding Lane, Huntington Beach,
representing Kinetic Academy, Price and Terms in Potential Negotiation

VI Reconvene Regular Session
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Regular Session was reconvened by Chair Mr. Jeff Ball at 6:04pm

Preliminary Actions

i. Motion to approve the minutes from the regularly scheduled board meeting of October
24, 2018.

On the motion made by Mr. McCarroll, seconded by Ms. Shewbridge and approved 7-0, the
motion passes.

ii. Motion to approve the Audited Financial Statements issued by Vavrinek, Trine, Day &
Co., LLP for the Fiscal Year ending June 30, 2018.

On the motion made by Mr. Hutchens, seconded by Ms. Asay and approved 7-0, the motion
passes.

iii. Motion to approve the contract with Bugman for Termite Fumigation in the amount
$12,975.00

On the motion made by Ms. Lionetti, seconded by Ms. Shewbridge and approved 6-0 with
absention by Ms. Reed, the motion passes.

Motion to engage a broker to explore retirement services for non-credentialed employees.

On a motion made by Ms. Reed, seconded by Ms. Lionetti and carried 7-0, the motion
passes.

iv. Review of costs, benefits and responsibilities relating to the establishment of an
employee retirement plan for full time non-credentialed employees

Mr. Ball reported that more research needs to be done. We are getting further information
from Vavrinek, Trine, Day & Co., LLP.

Reports

Executive Director Report - Lionetti

PCSGP audit complete. We got very high scores but it was noted that we have not yet met our target
enrolliment. We have a staffing change and Miss Lawson will be leaving at the end of the week. Ms.
Cambare will move over from intervention to take over Miss Lawson’s class until a first grade teacher is
hired. The process is well underway and there are strong candidates being seriously considered.

Staff Presentation - 1st grade



Postponed for a later date.
iii. Enroliment report - Lionetti

Enrollment remains unchanged. Ms. Asay reported that dates are being established for
opening 2019-2020 enroliment.

iv. Financials - Shewbridge
Financials are consistent with the budget and are in good shape.
2 Facilities - Ball/Lionetti
Mr. Ball is continuing meetings regarding properties in FVSD and HBSCD.
vi. Curriculum - Reed
Nothing to report.
vii. Campus Life - McCarroll
There was an anti-bullying assembly for the students that was very well received.
viii. Local Site Counsel - McCoy

Still one open parent position. Continuing conversation with after school enrichment
programs. Ms. Lionetti shared information regarding utilization of Independent Study Program. The
program may need to be fine tuned to reduce the work load on teachers. Feedback from the teachers
regarding Independent Study was provided to the Local Site Counsel for their advice.

ix. Kinetic Parent Organization - Nehrig

Monster mash event happened. Much younger students attended this year. Financial
summary was provided to the board. A mom’s night out event occurred and raised $531.50. The student
council had their first student store during lunch with a loved one. Snowflake shop is being planned for
the holiday season. WAVES of Kindness has received many requests for community service for TK/K/1.
Gala set for February 22 at Meadowlark. Save the dates are going out soon.

X. Board Member Reports -

Mes. Lionetti - 5th grade is hosting its very first space night. All proceeds will support their Astro
Camp Fund.

IX. Oral Communication

Mr. Ball called upon any attendees who would like to make public comments regarding any
item on the closed agenda.

Beth Kubin - Attended a meeting at FVSD regarding the Finch property. Was there anyone
from Kinetic attending? Inquired when a formal decision about the Perry property was going
to occur. Is there a plan to do high school charter?



Christie Young - Excited to hear that the Board is exploring the Perry site

Peggy Ferguson - Question about Independent Study. Could a parent reimburse the school
for attendance money lost in lieu of competing work assigned?

Zoli Kubin'- Inquired about what Independent Study is.
Christie Young - Offered support to help the school to open a middle school.

Amy Nehrig - Wanted the board to know that the expectations of the 5th grade parents are
that the Board is doing its best to open a middle school but they are aware it may not

happen this year.

X. New Business
No new business proposed
X Adjournment
A motion to adjourn the meeting at 7:03 pm.

On the motion made by Ms. Asay, seconded by Ms. Shewbridge and approved 7-0 , the motion passes.



Minutes approved on December 19, 2018
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VAVRINEK, TRINE, D/ VALUE THE
Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

Governing Board

Kinetic Academy

(A California Nonprofit Public Benefit Corporation)
Huntington Beach, California

Report on the Financial Statements

We have audited the accompanying financial statements of Kinetic Academy (the Charter School) (a California
Nonprofit Public Benefit Corporation), which are comprised of the statement of financial position as of
June 30,2018, and the related statements of activities 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 financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and the 2017-2018 Guide Jor Annual Audits of K-12 Local Education Agencies and State
Compliance Reporting, issued by the California Education Audit Appeals Panel as regulations. 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 Charter School'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 Charter School's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of si gnificant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Charter School, as of June 30, 2018, and the changes in its net assets, and its cash flows
thereof 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 supplementary information as listed on the table of contents are presented for purposes of
additional analysis and are not a required part of the financial statements.

The accompanying supplementary information, as referenced in the previous paragraph, 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. Such 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 accompanying supplementary information
is fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 31, 2018, on
our consideration of the Charter School'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 solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Charter
School's internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Charter School's internal control
over financial reporting and compliance.

\/w.n_aakf?r‘-.ne,,\)m, 3, LLP

Rancho Cucamonga, California
October 31, 2018



KINETIC ACADEMY

(A California Nonprofit Public Benefit Corporation)

STATEMENT OF FINANCIAL POSITION

JUNE 30,2018

ASSETS
Current Assets
Cash and cash equivalents
Accounts receivable
Prepaid expenses
Total Current Assets

Non-Current Assets
Fixed assets
Less: accumulated depreciation
Total Non-Current Assets

Total Assets

LIABILITIES
Current Liabilities
Accounts payable
Current portion of long-term obligations
CDE revolving loan
Total Current Liabilities

Long-Term Obligations
Non-current portion of long-term obligations
Total Liabilities

NET ASSETS
Unrestricted

Total Net Assets
Total Liabilities and Net Assets

The accompanying notes are an integral part of these financial statements.

484,155
361,940
21,260

867,355

25,260
(8,078)

17,182

884,537

112,238

204,948

317,186

150,004

467,190

417,347

417,347

884,537




KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

STATEMENT OF ACTIVITIES
JUNE 30,2018

REVENUES
Local Control Funding Formula
Federal revenue
Other State revenue
Local revenues
Interest income
Total Revenues

EXPENSES
Program services
Teacher salaries and benefits
District supervisory fee
Educational programs
Occupancy
Student supplies
Operating expenses
Depreciation
Insurance
Debt interest expense
Total Program Services
Fundraising
Fundraising expense
Management and general
Administrative salaries and benefits
Clerical salaries and benefits
District supervisory fee
Educational programs
Student supplies
Occupancy
Depreciation
Insurance
Operating expenses
Debt interest expense
Total Management and General
Total Expenses

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR
NET ASSETS, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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$ 2,241,979
169,442
340,040
107,111

1,469

2,860,041

1,465,728
21,637
40,356

285,509
205,451
443 435
4,846
24,690
18,881

2,510,533

21,493

11,656
47,032
918
238
216
12,061
206
1,048
10,649
769
84,793

2,616,819

243,222
174,125

$ 417,347




KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by operating activities
Depreciation expense
Changes in operating assets and liabilities
Decrease in accounts receivable
Decrease in prepaid expenses and other assets, net
Decrease in accounts payable
Net Cash Provided by Operating Activities

CASH FLOWS USED FOR FINANCING ACTIVITIES
Loan payments

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

Supplemental cash flow disclosure
Cash paid during the period for interest

The accompanying notes are an integral part of these financial statements.
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243,222

5,052

284,638
24,488
(109,181)

448,219

(227,845)

220,374
263,781

484,155

16,511




KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1 - ORGANIZATION AND MISSION

Kinetic Academy (the Charter School) was formed during 2015 as a California nonprofit organization. On
September 1, 2016, the Charter School welcomed its first students in grades transitional kindergarten through
fifth. The Charter School is a nonprofit public benefit corporation. The Charter School petitioned, and was
approved by Huntington Beach Unified School District for a charter for a period of five years ending on
June 30,2021. The Charter School was numbered by the State of California Department of Education during

2016.
Charter school number authorized by the State: 1812

The Charter School is located at 721 Utica Avenue, Huntington Beach, California, and provides a first rate
education to students in grades transitional kindergarten through sixth grade. The Charter School mission:
"Through an interdisciplinary educational experience, Kinetic Academy seeks to prepare students for 21% century
careers as members of a democratic society through an interdisciplinary educational experience that provides
them with a foundation for their lifetime."

Other Related Entities

Joint Powers Agency - The Charter School is associated with the North State Charter Joint Powers Authority
(NSC-JPA). NSC-JPA does not meet the criteria for inclusion as a component unit of the Charter School.
NSC-JPA provided special education ancillary and/or related services. Total expenses for year ended
June 30,2018, was $50,000.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Statement Presentation

The significant policies followed by the Charter School are described below to enhance the financial statements.

The Charter School is required to report information about its financial position and activities in three classes of
net assets: unrestricted, temporarily restricted, and permanently restricted net assets. The Charter School has no
temporarily or permanently restricted net assets, as of June 30, 2018. In addition, the Charter School is required to

present a Statement of Cash Flows.

Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of measurement made, regardless of the
measurement focus applied.

The Charter Schools' financial statements are prepared utilizing the accrual basis of accounting. Support and
revenues are recorded in the period earned. Expenditures are recognized in the period the liability is incurred.



KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

Income Taxes

The Charter School is a nonprofit public benefit corporation that is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and classified by the Internal Revenue Service as other than a private
foundation. It is also exempt from state franchise and income taxes under Section 23701(d) of the California
Revenue and Taxation Code. Accordingly, no provision for income taxes has been reflected in these financial
statements. Income tax returns for 2014 and forward may be audited by regulatory agencies; however, the Charter
School is not aware of any such actions at this time.

The Charter School has adopted Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC) Topic 740 that clarifies the accounting for uncertainty in tax positions taken or expected to be
taken on a tax return and provides that the tax effects from an uncertain tax position can be recognized in the
financial statements only if, based on its merits, the position is more likely than not to be sustained on audit by the
taxing authorities. Management believes that all tax positions taken to date are highly certain, and, accordingly,
no accounting adjustment has been made to the financial statements.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Charter School considers all cash on hand, in banks, county
treasury, and highly liquid investments with an initial maturity of three months or less to be cash equivalents.

Accounts Receivable

The Charter School considers accounts receivable to be fully collectible; accordingly, no allowance for doubtful
accounts is required. If amounts become uncollectible, they will be charged to operations when that determination
is made.

Prepaid Expenses / Security Deposit

Prepaid expenses represent amounts paid in advance of receiving goods or services. The Charter School has
reported prepaid items either when purchased or during the benefiting period. Security deposits represent amounts
paid per the rental agreement of facilities that will not be returned within one year and are recorded as non-current
assets.

Fixed Assets

It is the Charter School's policy to capitalize individual property and equipment purchases over $2,500. Lesser
amounts are expensed. Purchased property and equipment is capitalized at cost. Donations of property and
equipment are recorded as contributions at their estimated fair value. Such donations are reported as unrestricted
contributions unless the donor has restricted the donated asset to a specific purpose. Furniture and equipment are
depreciated using the straight-line method, over 3 to 5 years. Depreciation expense for the year ended
June 30,2018, was $5,052.



KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30,2018

Donated Services, Goods, and Facilities

A few volunteers have donated their time and experience to the Charter Schools' program setvices and fundraising
campaigns during the year. However, these donated services are not reflected in the financial statements since
there is no readily determined method of valuing the services.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, and disclosure of contingent assets and liabilities, at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

New Accounting Pronouncements

In February 2016, the FASB issued Accounting Standards Update (ASU) 2016-02, Leases (ASU 2016-02),
ASU 2016-02 requires a lessee to recognize a lease assel representing its right to use the underl ying assel for the lease
term, and a lease liability for the payments to be made to lessor. on its balance sheet for all operating leases greater
than 12 months. ASU 2016-02 will be effective for fiscal years, and interim periods within those fiscal years,
beginning after December 15, 2019. The Charter School has not vet assessed the potential impact of this guidance on
its financial statements.

In August 2016, the FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial
Statements of Not-for-Profit Entities (ASU 2016-14). ASU 2016-14 changes how a not-for-profit organization
classifies its net assets, as well as the information it presents in financial statements and notes about its liquidity.
financial performance, and cash flows. ASU 2016-14 requires amended presentation and disclosures 1o help
not-for-profits provide more relevant information about their resources (and the changes in those resources) to donors,
grantors, creditors, and other users. These include qualitative and quantitative requirements in the following areas:
(1) net asset classes: (2) investment return; (3) expenses; (4) liquidity and availability of resources; and
(5) presentation of operating cash flows. ASU 2016-14 will be effective for annual financial statements issued for
fiscal years beginning after December 15, 2017, and for interim periods within fiscal years beginning after
December 15, 2018. Application (o interim financial statements is permitted. but not required in the initial year of
application. Early application of the amendments is permitted. The Charter School has not yel assessed the
potential impact of this guidance on its financial statements.



KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 3 - CASH
Cash at June 30, 2018, consisted of the following:

Deposits Reported Amount  Bank Balance
Cash on hand and in banks $ 198,817 $ 229,543

Cash balances held in banks are insured up to $250,000 by the Federal Depository Insurance Corporation (FDIC).
The Charter School maintains its cash in bank deposit accounts that at times may exceed federally insured limits.
The Charter School has not experienced any losses in such accounts. At June 30, 2018, the Charter School had no
balance in excess of FDIC insured limits. Management believes that the Charter School is not exposed to any
significant risk related to cash.

NOTE 4 - INVESTMENTS

'The Charter School maintains cash in the County Treasury as part of the common investment pool ($285,338 as
of June 30, 2018). The fair value of the Charter School's portion of this pool as of that date, as provided by the
pool sponsor, was $284,110. Assumptions made in determining the fair value of the pooled investment portfolios
are available from the County Treasurer.

The county is restricted by Government Code Section 53635 pursuant to Section 53601 to invest in time deposits,
U.S. Government securities, state registered warrants, notes or bonds, State Treasurer's investment pool, bankers'
acceptances, commercial paper, negotiable certificates of deposit, and repurchase or reverse repurchase
agreements.

Investments at June 30, 2018, consisted of the following:

Reported Weighted Average
Investment Type Amount Days to Maturity
Orange County Investment Pool $ 285,338 302

NOTE 5 - FAIR MARKET VALUE

The Charter School determines the fair market values of certain financial instruments based on the fair value
hierarchy established in FASB ASC 820-10-50, which requires an entity to maximize the use of observable inputs
and minimize the use unobservable inputs when measuring fair value. The standard describes three levels of
inputs that may be used to measure fair value.



KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

The following provides a summary of the hierarchical levels used to measure fair value:

Level 1 - Quoted prices in active markets for identical assets or liabilities that the reporting entity has the
ability to access at the measurement date. Level 1 asset and liabilities may include debt and equity securities
that are traded in an active exchange market and that are highly liquid and are actively traded in over-the-

counter markets.

Level 2 - Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or liabilities. Level 2 assets and liabilities
may include debt securities with quoted prices that are traded less frequently than exchange-traded instruments
and other instruments whose value is determined using a pricing model with inputs that are observable in the
market or can be derived principally from or corroborated by observable market data. This category generally
includes U.S. Government and agency mortgage-backed debt securities, corporate debt securities, derivative
contracts, residential mortgage, and loans held-for-sale.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities. Level 3 assets and liabilities include financial instruments whose value is
determined using pricing models, discounted cash flow methodologies, or similar techniques, as well as
instruments for which the determination of fair value requires significant management judgment or estimation.
This category generally includes certain private equity investments, retained residual interests in
securitizations, residential MSRs, asset-backed securities (ABS), highly structured or long-term derivative
contracts and certain collateralized debt obligations (CDO) where independent pricing information was not
able to be obtained for a significant portion of the underlying assets.

Uncategorized - Investments in the Orange County Investment Pool are not measured using the input levels above
because the District's transactions are based on a stable net asset value per share. All contributions and
redemptions are transacted at $1.00 net asset value per share.

The Charter's fair value measurements are as follows at June 30, 2018:

Reported
Amount Uncategorized

Investment Type
$ 285,338 $ 285,338

Orange County Investment Pool
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KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 6 - ACCOUNTS RECEIVABLE

Receivables at June 30, 2018, consisted of the following:

Local Control Funding Formula $ 149,678
Federal receivables 88,261
Other State receivables 52,685
Lottery 22,468
Local receivables 48,848

Total Accounts Receivable $ 361,940

NOTE 7 - PREPAID EXPENSES/DEPOSITS

Prepaid expenses at June 30, 2018, consisted of the following:

Security deposits $ 21,260

NOTE 8 - FIXED ASSETS

The fixed assets at June 30, 2018, consisted of the following:

Furniture and equipment $ 25,260
Less: accumulated depreciation (8,078)
Total Fixed Assets $ 17,182

During the year ended June 30, 2018, $5,052 was charged for depreciation expense.

NOTE 9 - ACCOUNTS PAYABLE

Accounts payable at June 30, 2018, consisted of the following:

Salaries and benefits $ 60,829
Vendor payables 28,854
Huntington Beach City School District Oversight Fee 22,555

Total Accounts Payable $ 112,238

-11-



KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 10 - LONG-TERM OBLIGATIONS

Summary

The changes in the Charter Schools long-term obligations during the year consisted of the following:

Balance Additions/ Balance Due in
July 1, 2017 _Adjustments  Deductions June 30, 2018 One Year
Line of credit - Community Bank $ 177,847 $ - $177847 % - % -
Personal loans 154,950 - - 154,950 154,950
Charter school revolving loan program 250,000 - 49,998 200,002 49,998
$ 582,797 $ - $227845 $ 354952  $204,948

Personal and Related Party Loans

On July 11, 2016, the Charter School entered into two (2) loan agreements for the total amount of $154,950. The
loans had an interest rate of eight percent with a maturity date of June 30, 2017. Per mutual agreement, the
maturity dates were extended to June 30, 2019. A balance of $100,000 is outstanding and due to a private lender.
Total interest accrued was $4,033; however, the total amount in lieu of payment was donated to the Charter
School. A balance of $54.950 is outstanding and due to the Board Chair. Total interest accrued was $2.216;
however, the total amount in lieu of payment was donated to the Charter School: therefore, no interest was paid.

Future payments are as follows:

Fiscal Year Ended
June 30, Principal
2019 $ 154,950

California School Finance Authority Revolving Loan Fund Program

During the 2016-2017 fiscal year, the Charter School applied for, and was accepted into the California School
Finance Authority Revolving Loan Fund Program. The Charter School received a loan in the amount of $250,000.
The loan bears an interest rate of 0.60 percent and will be repaid during the months of September, October,
November, December, January, and March of each year.

Future payments are as follows:

Repayment Year Principal Interest Total
2019 $ 49998 § 1,06 § 51,094
2020 49,998 805 50,803
2021 49,998 510 50,508
2022 50,008 216 50,224
Total $ 200,002 $ 2627 $ 202,629
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KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 11 - OPERATING LEASE

On May 10, 2016, Kinetic Academy entered into a lease agreement with Dionysus Investments, LLC for the
properties located at 719-721 Utica Avenue, Huntington Beach, California. The terms of the lease were for
one year commencing on July 1, 2016 and ending on June 30, 2017. Per the agreement, the Charter School was
required to pay base rent in the amount of $20,000 per month, with payments due on the first day of each month.
During 2017, Kinetic Academy extended their current lease agreement for five years, with an option to extend an
additional five years. Total rent expense for the year ended June 30, 2018, was $247,200.

Future payments are as follows:

Fiscal Year Lease
Ending June 30, Payments
2019 $ 254,616
2020 262,260
2021 270,132
2022 278,232
Total $ 1,065,240

NOTE 12 - NET ASSETS

Net assets at June 30, 2018, consisted of the following:

Unrestricted $ 417,347

NOTE 13 - EMPLOYEE RETIREMENT SYSTEMS

Qualified employees are covered under multiple-employer defined benefit pension plans maintained by agencies
of the State of California. Academic employees are members of the California State Teachers' Retirement System

(CalSTRS).

The risks of participating in these multi-employer defined benefit pension plans are different from single-
employer plans because: (a) assets contributed to the multi-employer plan by one employer may be used to
provide benefits to employees of other participating employers, (b) the required member, employer, and State
contribution rates are set by the California Legislature, and (c) if the Charter School chooses to stop participating
in the multi-employer plan, it may be required to pay a withdrawal liability to the plan. The Charter School has no
plans to withdraw from this multi-employer plan.
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KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

The details of the plan are as follows:

California State Teachers' Retirement System (CalSTRS)

Plan Description

The Charter School contributes to the State Teachers Retirement Plan (STRP) administered by the California
State Teachers' Retirement System (CalSTRS). STRP is a cost-sharing multiple-employer public employee
retirement system defined benefit pension plan. Benefit provisions are established by State statutes, as
legislatively amended, within the State Teachers' Retirement Law. According to the most recently available
Comprehensive Annual Financial Report and Actuarial Valuation Report for the year ended June 30, 2017, total
actuarial value of assets are $180 billion, the actuarial obligation is $287 billion, contributions from all employers
totaled $4.0 billion, and the plan is 62.6 percent funded.

A full description of the pension plan regarding benefit provisions, assumptions (for funding, but not accounting
purposes), and membership information is listed in the June 30, 2017, annual actuarial valuation report, Defined
Benefit Program Actuarial Valuation. This report and CalSTRS audited financial information are publically
available reports that can be found on the CalSTRS website under Publications at:

http://www calstrs.com/member-publications.

Benefits Provided

The STRP provides retirement, disability and survivor benefits to beneficiaries. Benefits are based on members'
final compensation, age, and years of service credit. Members hired on or before December 31, 2012, with
five years of credited service are eligible for the normal retirement benefit at age 60. Members hired on or after
January 1, 2013, with five years of credited service are eligible for the normal retirement benefit at age 62. The
normal retirement benefit is equal to 2.0 percent of final compensation for each year of credited service.

The STRP is comprised of four programs: Defined Benefit Program, Defined Benefit Supplement Program, Cash
Balance Benefit Program, and Replacement Benefits Program. The STRP holds assets for the exclusive purpose
of providing benefits to members and beneficiaries of these programs. CalSTRS also uses plan assets to defray
reasonable expenses of administering the STRP. Although CalSTRS is the administrator of the STRP, the State is
the sponsor of the STRP and obligor of the trust. In addition, the State is both an employer and nonemployer
contributing entity to the STRP.

The Charter School contributes exclusively to the STRP Defined Benefit Program, thus disclosures are not
included for the other plans.
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KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

The STRP provisions and benefits in effect at June 30, 2018, are summarized as follows:

STRP Defined Benefit Program

On or before On or after
Hire date December 31, 2012 January 1, 2013
Benefit formula 2% at 60 2% at 62
Benefit vesting schedule 5 years of service 5 years of service
Benefit payments Monthly for life Monthly for life
Retirement age 60 62
Monthly benefits as a percentage of eligible compensation 2.0% -2.4% 2.0% - 2.4%
Required employee contribution rate 10.25% 9.205%
Required employer contribution rate 14.43% 14.43%
Required state contribution rate 9.328% 9.328%

Contributions

Required member, Charter School, and State of California contributions rates are set by the California Legislature
and Governor and detailed in Teachers' Retirement Law. The contributions rates are expressed as a level
percentage of payroll using the entry age normal actuarial method. In accordance with AB 1469, employer
contributions into the CalSTRS will be increasing to a total of 19.1 percent of applicable member earnings phased
over a seven-year period. The contribution rates for each plan for the year ended June 30, 2018, are presented
above and the Charter School's total contributions were $149,002.

Social Security

As established by Federal law, all public sector employees who are not members of their employer's existing
retirement system (CalSTRS/CalPERS) must be covered by social security or an alternative plan. The Charter
School has elected to use the social security as its alternative plan.

On Behalf Payments

The State of California makes contributions to CalSTRS on behalf of the Charter Schools. These payments consist
of State General Fund contributions to CalSTRS in the amount of $62.268 (9.328 percent of salaries subject to
CalSTRS). Under accounting principles generally accepted in the United States of America, these amounts are to
be reported as revenues and expenditures. Accordingly, these amounts have been recorded in these financial

statements.
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KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 14 - CONTINGENCIES
The Charter School has received State and Federal funds for specific purposes that are subject to review and audit

by the grantor agencies. Although such audits could generate disallowances under terms of the grants, in the
opinion of management, any required reimbursements will not be material.

Litigation

The Charter School is not currently a party to any legal proceedings.

NOTE 15 - SUBSEQUENT EVENTS

The Charter School management has evaluated events or transactions that may occur for potential recognition or
disclosure in the financial statements from the balance sheet date through October 31, 2018, which is the date the
financial statements were available to be issued. Management has determined that there were no subsequent
events or transactions that would have a material impact on the current year financial statements.
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KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

LOCAL EDUCATION AGENCY ORGANIZATION STRUCTURE
JUNE 30, 2018

ORGANIZATION

Kinetic Academy (Charter Number 1812) was granted in 2015 by the Huntington Beach Unified School District.
Kinetic Academy operates one school providing classroom-based instruction to students in grades transitional
kindergarten through sixth.

GOVERNING BOARD

MEMBER OFFICE TERM EXPIRES
Jeffrey Ball Board Chair June 30,2019
Michele Asay Vice Chair June 30,2019
Christine Shewbridge Treasurer June 30,2020
Kalman Hutchens Secretary June 30, 2020
Bre Lionetti Member/Executive Director June 30,2019
Bret McCarroll Member June 30, 2020
Charlene Reed Member June 30,2019
ADMINISTRATION

Bre Lionetti Executive Director

See accompanying note to supplementary information.
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KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

SCHEDULE OF AVERAGE DAILY ATTENDANCE
FOR THE YEAR ENDED JUNE 30, 2018

Regular ADA
Transitional kindergarten through third
Fourth through sixth

Total Regular ADA

Classroom based ADA
Transitional kindergarten through third
Fourth through sixth

Total Classroom Based ADA

Final Report
Second Period Annual
Report Report
197.71 196.62
82.82 82.23
280.53 278.85
197.71 196.62
82.82 82.23
280.53 278.85

The Charter School did not operate a non-classroom based instruction program.

See accompanying note to supplementary information.
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KINETIC ACADEMY

(A California Nonprofit Public Benefit Corporation)

SCHEDULE OF INSTRUCTIONAL TIME
FOR THE YEAR ENDED JUNE 30, 2018

1986-87 2017-18 Number of Days
Minutes Actual Traditional Multitrack
Grade Level Regquirement Minutes Calendar Calendar Status
Transitional kindergarten 36,000 56.230 180 N/A Complied
Grades 1 - 3 50,400
Grade 1 57,160 180 N/A Complied
Grade 2 61,810 180 N/A Complied
Grade 3 61,810 180 N/A Complied
Grades 4 - 6 54,000
Grade 4 61,810 180 N/A Complied
Grade 5 61810 180 N/A Complied
Grade 6 61,810 190 N/A Complied

See accompanying note to supplementary information.
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KINETIC ACADEMY
(A California Nonprofit Public Benefit Corporation)

RECONCILIATION OF ANNUAL FINANCIAL REPORT WITH AUDITED
FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2018

Summarized below are the net assets balance reconciliations between the Unaudited Actual Financial Report and
the audited financial statements.

FUND BAL ANCE

Balance, June 30, 2018, Unaudited Actuals $ 380,758
Increase in:
Accounts receivable 36,589
Balance, June 30, 2018,
Audited Financial Statement $ 417,347

See accompanying note to supplementary information.
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