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INDEPENDENT AUDITORS’ REPORT

Governing Board
STEM Preparatory Schools
Los Angeles, California

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying financial statements of STEM Preparatory Schools Inc. (STEM
Prep), a California nonprofit public benefit corporation, which comprise the consolidated statement of
financial position as of June 30, 2023, and the related consolidated statements of activities, functional

expenses, and cash flows for the year then ended, and the related notes to the consolidated financial
statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of STEM Prep as of June 30, 2023, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of STEM Prep and to meet our
other ethical responsibilities in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Change in Accounting Principle

As discussed in Note 1 to the consolidated financial statements, in 2023 STEM Prep adopted new
accounting guidance for leases. The guidance requires lessees to recognize a right-of-use asset and
corresponding liability for all operating and finance leases with lease terms greater than one year. Our
opinion is not modified with response to this matter.

Responsibilities of Management 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; and for
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.

CLAglobal.com/disclaimer
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Governing Board
STEM Preparatory Schools

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about STEM Prep's ability to
continue as a going concern for one year after the date the financial statements are available to be
issued.

Auditors’ Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 STEM Prep’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about STEM Prep’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.
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Governing Board
STEM Preparatory Schools

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on STEM Prep’s consolidated financial
statements as a whole. The supplementary information (as identified in the table of contents)
accompanying supplementary schedules, and the accompanying schedule of expenditures of federal
awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, which are the
responsibility of management, are presented for purposes of additional analysis and are not a required
part of the financial statements. Such information, except for the portion marked “unaudited”, was
derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated, in all material respects, in relation to the financial statements as a whole.
The Local Education Agency Organization Structure, which is marked “unaudited”, has not been
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly,
we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated
January 16, 2024 on our consideration of STEM Prep’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 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 STEM Prep’s internal control over financial reporting and compliance.

WM”% L7

CliftonLarsonAllen LLP

Glendora, California
January 16, 2024
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STEM PREPARATORY SCHOOLS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
JUNE 30, 2023

ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 14,352,698
Accounts Receivable - Federal and State 3,553,913
Accounts Receivable - Other 433,996
Note Receivable 19,535
Prepaid Expenses and Other Assets 328,665
Total Current Assets 18,688,807
NONCURRENT ASSETS
Deposits 61,005
Restricted Cash and Cash Equivalents 675,396
Note Receivable 556,727
Operating ROU Asset 6,192,544
Property and Equipment, Net 14,123,878
Total Noncurrent Assets 21,609,550
Total Assets 40,298,357
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable and Accrued Liabilities 2,061,324
Deferred Revenue 4,779,019
Bonds Payable, Current Portion 75,000
Operating Lease Liability, Current Portion 269,417
Total Current Liabilities 7,184,760
LONG-TERM LIABILITIES
Operating Lease Liability, Less Current Portion 5,981,104
Grant Reserve Funds 675,396
Notes Payable, Less Current Portion 4,413,103
Bonds Payable, Less Current Portion 10,252,504
Total Long-Term Liabilities 21,322,107
Total Liabilities 28,506,867
NET ASSETS
Without Donor Restrictions 11,586,555
With Donor Restrictions 204,935
Total Net Assets 11,791,490
Total Liabilities and Net Assets 40,298,357

See accompanying Notes to Financial Statements.
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STEM PREPARATORY SCHOOLS
CONSOLIDATED STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2023

REVENUES

State Revenue:
Local Control Funding Formula
Other State Revenue
Federal Revenue:
Grants and Entitlements
Local Revenue:
Contributions
Interest Income
Other Revenue
Net Assets Released from Restrictions
Total Revenues

EXPENSES
Program Services
Management and General
Fundraising
Total Expenses

CHANGE IN NET ASSETS
Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

See accompanying Notes to Financial Statements.

Without Donor With Donor

Restrictions Restrictions Total
$ 16,901,518 $ - $ 16,901,518
4,452,186 4,628 4,456,814
2,918,170 - 2,918,170
440,365 - 440,365
37,401 - 37,401
43,563 - 43,563
274,702 (274,702) -
25,067,905 (270,074) 24,797,831
20,095,184 - 20,095,184
5,074,205 - 5,074,205
2,220 - 2,220
25,171,609 - 25,171,609
(103,704) (270,074) (373,778)
11,690,259 475,009 12,165,268
$ 11,586,555 $ 204,935 $ 11,791,490
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STEM PREPARATORY SCHOOLS

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

Salaries

Pension Expense

Other Employee Benefits
Payroll Taxes

Legal Expenses
Accounting Expenses
Other Fees for Services
Advertising and Promotions
Office Expenses
Information Technology
Occupancy

Travel

Interest

Depreciation

Insurance

Other Expenses
Noncapitalized Equipment

Nutrition Program Food & Supplies

Special Education Fees
Instructional Materials
District Oversight Fees

Total Functional Expenses

YEAR ENDED JUNE 30, 2023

Program Management

Services and General Fundraising Total
$ 10,639,521 $ 2,242,769 $ - $ 12,882,290
1,680,663 95,996 - 1,776,659
1,032,953 262,369 - 1,295,322
315,995 166,933 - 482,928
- 35,000 - 35,000
- 40,046 - 40,046
2,146,822 678,403 - 2,825,225
- 81,115 - 81,115
241,724 370,707 - 612,431
- 86,025 - 86,025
796,512 112,786 - 909,298
80,644 - - 80,644
(33,349) 592,882 - 559,533
863,089 - - 863,089
(125) 271,598 - 271,473
259,775 37,576 2,220 299,571
338,145 - - 338,145
725,323 - - 725,323
281,418 - - 281,418
557,871 - - 557,871
168,203 - - 168,203

$ 20,095,184

See accompanying Notes to Financial Statements.

$ 5074205

(6)
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STEM PREPARATORY SCHOOLS

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2023

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
Change in Operating Assets:
Accounts Receivable
Accounts Receivable - Other
Prepaid Expenses
Operating ROU Lease Asset
Change in Operating Liabilities:
Accounts Payable and Accrued Liabilities
Deferred Revenue
Operating Lease Liability
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment
Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Debt Issued
Repayment of Long-Term Debt
Net Cash Provided by Financing Activities

NET CHANGE IN CASH, CASH EQUIVALENTS AND RESTRICTED CASH
Cash, Cash Equivalents and Restricted Cash - Beginning of Year

CASH, CASH EQUIVALENTS AND RESTRICTED CASH - END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash Paid for Interest

RECONCILIATION TO STATEMENT OF FINANCIAL POSITION
Cash and Cash Equivalents
Restricted Cash and Cash Equivalents
Total Cash and Cash Equivalents

See accompanying Notes to Financial Statements.

()

$ (373,778)

863,089

748,639
158,701
(46,202)

(36,766,582)

1,002,684
3,017,694
36,813,557
5,417,802

(111,092)
(111,092)

11,002,900
(10,674,635)
328,265

5,634,975

9,393,119

$ 15028,094

$ 562,885

$ 14,352,698
675,396
$ 15028094




NOTE 1

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

STEM Preparatory Schools (STEM Prep) previously known as Crown Preparatory Academy,
Inc., was formed in 2008 as a California nonprofit organization. STEM Prep operates three
schools Crown Preparatory Academy, Math and Science College Preparatory School, and
STEM Preparatory Elementary School.

Mission

The mission of STEM Prep is to operate a small network of high performing schools, in a
targeted area of Los Angeles and to develop TK through twelfth grade scholars into
successful college graduates and professionals, through equal access and inspiration,
rigorous curriculum, and a commitment to STEM Prep’s core values.

Vision

The vision of STEM Prep is to create a kindergarten through college pipeline of individuals
who will transform their community by closing the socio-economic, ethnic, and gender gaps
in STEM fields, and serving as role models who exhibit scholarliness, advocacy,
perseverance, and kindness.

STEM Preparatory Home Office

STEM Preparatory Home Office (the Home Office) performs administrative support provided
to the individual schools and accounted for separately within the consolidating financial
statements. the Home Office uses an allocation of cost based on student enrollment to
calculate expenses to be charged out on each charter school.

Crown Preparatory Academy

Crown Preparatory Academy petitioned for a charter through Los Angeles Unified School
District and was approved on May 6, 2010. The charter term expires in June 2028.

Charter school number authorized by the State: 1187

Crown Preparatory Academy is located at 2055 West 24th Street, Los Angeles, California
90018, and opened on August 23, 2010. Crown Preparatory Academy currently serves 417
students in grades fifth through eighth. Crown Preparatory Academy is a California public
charter school, organized to provide an underserved area of Los Angeles with a standards-
aligned STEM-themed educational program to develop scholars into successful college
graduates and professionals, through equal access and inspiration, rigorous curriculum, and
a commitment to our Core Values.

(8)



NOTE 1

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Math and Science College Preparatory School

Math and Science College Preparatory School petitioned through Los Angeles Unified
School District (LAUSD) for a charter and was approved by the State of California
Department of Education in 2012. The charter term expires in June 2025.

Charter school number authorized by the State: 1412

Math and Science College Preparatory School is located at 3200 West Adams Boulevard,
Los Angeles, California 90018 and first opened on August 8, 2013. Math and Science
College Preparatory School currently serves 497 students in grades nine through twelve.
Math and Science College Preparatory School is a California public charter school,
organized to provide an underserved area of Los Angeles with a standards-aligned STEM-
themed educational program to develop scholars into successful college graduates and
professionals through equal access and inspiration, rigorous curriculum, and a commitment
to our Core Values.

STEM Preparatory Elementary School

STEM Preparatory Elementary School petitioned through Los Angeles Unified School
District (LAUSD) for a charter and was approved by the State of California Department of
Education in 2018. The charter term expires in June 2026.

Charter school number authorized by the State: 1925

STEM Preparatory Elementary School is located at 1374 West 35th Street, Los Angeles,
California 90007 and opened in August 2018. STEM Preparatory Elementary School
currently serves 280 students in grades Transitional kindergarten through fifth. STEM
Preparatory Elementary School is a California public charter school, organized to provide an
underserved area of Los Angeles with a standards-aligned STEM-themed educational
program to develop scholars into successful college graduates and professionals, through
equal access and inspiration, rigorous curriculum and a commitment to our Core Values.

Other Related Entities
3200 Adams, Holding Corp

During 2016, 3200 Adams, Holding Corp (the Holding Corp) was formed (exclusively for the
benefit of, to perform the functions of, and to carry out the purposes of STEM Prep) for
charitable purposes as specified in Internal Revenue Code (IRC) Section 501(c)(3). There
was no activity during the current year.

3200 Adams, LLC.

During 2016, 3200 Adams, LLC, (the Adams LLC) was formed (exclusively for the benefit of,
to perform the functions of, and to carry out the purposes of STEM Prep), for charitable
purposes as specified in IRC Section 501(c)(3). Math and Science College Preparatory
School makes lease payments to the Adams, LLC, in accordance with the lease agreement.

9)



NOTE 1

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Other Related Entities (Continued)

1374 W. 35th St, LLC.

During 2018, 1374 W. 35th St, LLC, (the 35th St. LLC) was formed (exclusively for the
benefit of, to perform the functions of, and to carry out the purposes of STEM Prep), for

charitable purposes as specified in IRC Section 501(c)(3). STEM Preparatory Elementary
School makes lease payments to the 35th St. LLC, in accordance with the lease agreement.

Principles of Consolidation

The consolidated financial statements include the accounts of the Home Office, STEM
Preparatory Elementary School, Crown Preparatory Academy, and Math and Science
College Preparatory School, because they are divisions of STEM Prep and the Adams LLC,
and the 35th St. LLC, because STEM Prep has both control and an economic interest in the
LLCs. All significant intracompany accounts and transactions have been eliminated in
consolidation. Unless otherwise noted, these consolidated entities are hereinafter referred to
as STEM Prep.

Basis of Accounting

The financial statements have been prepared on the accrual method of accounting and
accordingly reflect all significant receivables and liabilities.

Basis of Presentation

The accompanying financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America as prescribed by the Financial
Accounting Standards Board.

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, liabilities, and disclosures.
Accordingly, actual results could differ from those estimates.

Net Assets

Net assets, revenues, gains, and losses are classified based on the existence or absence of
donor- or grantor-imposed restrictions. Accordingly, net assets and changes therein are
classified and reported as follows:

Net Assets Without Donor Restrictions — Net assets available for use in general
operations and not subject to donor (or certain grantor) restrictions.

(10)



NOTE 1

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Net Assets (Continued)

Net Assets With Donor Restrictions — Net assets subject to donor (or certain grantor)
restrictions. Some donor-imposed (or grantor) restrictions are temporary in nature, such
as those that will be met by the passage of time or other events specified by the donor.
Other donor restrictions are perpetual in nature, where the donor stipulates that
resources be maintained in perpetuity. STEM Prep reports contributions restricted by
donors as increases in net assets with donor restrictions if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires,
that is, when a stipulated time restriction ends, or purpose restriction is accomplished,
net assets with donor restrictions are reclassified to net assets without donor restrictions
and reported in the statement of activities as net assets released from restrictions.

Cash and Cash Equivalents

STEM Prep defines its cash and cash equivalents to include only cash on hand, demand
deposits, and liquid investments with original maturities of three months or less.

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents includes certain cash and cash equivalent balances
that are maintained according to debt reserve requirements.

Accounts Receivable and Credit Policies

Accounts receivable consist primarily of noninterest-bearing amounts due for educational
programs. Management determines the allowance for uncollectable accounts receivable
based on historical experience, an assessment of economic conditions, and a review of
subsequent collections. Accounts receivable are written off when deemed uncollectable. No
allowance for doubtful accounts has been established, as STEP Prep deems all amounts to
be fully collectible. Substantially all outstanding accounts receivable as of June 30, 2023,
are due from state and/or federal sources related to grant contributions and are expected to
be collected within a period of less than one year.

Intercompany Receivable/Payable

Intercompany receivable/payable results from a net cumulative difference between
resources provided by the LLCs accounts to each charter school and reimbursement for
those resources from each charter school to the LLCs. Operating transfers include certain
costs of shared liabilities and shared assets between STEM Prep.

Capital Contribution

Math and Science College Preparatory School invested $535,433 in a capital contribution to
the Adams LLC as an investment for the building improvement located at 3200 W. Adams
Blvd. in the city of Los Angeles, CA 90018 for its campus location.

STEM Preparatory Elementary School invested $310,082 in a capital contribution to the
35th St. LLC as an investment for the building improvement located at 1374 W 35th Street in
the city of Los Angeles, CA 90007 for its campus location.
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NOTE 1

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and Equipment

Property and equipment additions over $1,000 are recorded at cost, or if donated, at fair
value on the date of donation. Depreciation is computed using the straight-line method over
the estimated useful lives of the assets ranging from 3 to 30 years, or in the case of
capitalized leased assets or leasehold improvements, the lesser of the useful life of the
asset or the lease term. When assets are sold or otherwise disposed of, the cost and related
depreciation are removed from the accounts, and any remaining gain or loss is included in
the statement of activities. Cost of maintenance and repairs that do not improve or extend
the useful lives of the respective assets are expensed currently.

STEM Prep reviews the carrying values of property and equipment for impairment whenever
events or circumstances indicate that the carrying value of an asset may not be recoverable
from the estimated future cash flows expected to result from its use and eventual
disposition. When considered impaired, an impairment loss is recognized to the extent
carrying value exceeds the fair value of the asset. There were no indicators of asset
impairment during the year ended June 30, 2023.

Revenue and Revenue Recoqgnition

Revenue is recognized when earned. Operating funds for STEM Prep are derived principally
from state and federal sources. STEM Prep receives state funding based on each of the
enrolled student’'s average daily attendance (ADA) in its school. Contributions are
recognized when cash or notification of an entitlement is received. Conditional contributions,
that is, those with a measurable performance or other barrier, and a right of return, are not
recognized until the conditions on which they depend have been substantially met. The
majority of STEM Prep’s federal and state contracts and grants are conditioned upon certain
performance requirements and the incurrence of allowable qualifying expenses.

Contributions

All contributions are considered to be available for use unless specifically restricted by the
donor. Amounts received that are restricted to specific use or future periods are reported as
contributions with donor restrictions. Restricted contributions that are received and released
in the same period are reported as promises to give without donor restrictions. Unconditional
promises to give expected to be received in one year or less are recorded at net realizable
value. Unconditional promises to give expected to be received in more than one year are
recorded at fair value at the date of the promise. Conditional promises to give (those with a
measurable performance or other barrier and a right of return) are not recognized until they
become unconditional, that is, when the conditions on which they depend are substantially
met.

12)



NOTE 1

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Conditional Grants

Grants and contracts that are conditioned upon the performance of certain requirements or
the incurrence of allowable qualifying expenses (barriers) are recognized as revenues in the
period in which the conditions are met. Amounts received are recognized as revenue when
STEM Prep has incurred expenditures in compliance with specific contract or grant
provisions. Amounts received prior to incurring qualifying expenditures are reported as
deferred revenues in the consolidated statement of financial position. As of June 30, 2023,
STEM Prep has conditional grants of $7,794,961 of which $4,779,019 is recognized as
deferred revenue in the consolidated statement of financial position.

Functional Allocation of Expenses

Costs of providing STEM Prep’s programs and other activities have been presented in the
consolidated statement of functional expenses. During the year, such costs are accumulated
into separate groupings as either direct or indirect. Indirect or shared costs are allocated
among program and support services by a method that best measures the relative degree of
benefit. The expenses that are allocated include salaries, pension expense, other employee
benefits, payroll taxes, and occupancy which are allocated on the basis of estimates of time
and effort.

Income Taxes

STEM Prep is organized as a California nonprofit corporation and has been recognized by
the Internal Revenue Service (IRS) as exempt from federal income taxes under Section
501(a) of the IRC as an organization described in Section 501(c)(3), and qualifies for the
charitable contribution deduction under Section 170(b)(1)(A)(vi). It is also exempt from State
franchise and income taxes under Section 23701(d) of the California Revenue and Taxation
Code. STEM Prep is annually required to file a Return of Organization Exempt from Income
Tax (Form 990) with the IRS. In addition, STEM Prep is subject to income tax on net income
that is derived from business activities that are unrelated to its exempt purposes. STEM
Prep determined that it is not subject to unrelated business income tax and has not filed an
Exempt Organization Business Income Tax Return (Form 990-T) with the IRS. Management
believes that STEM Prep has appropriate support for any tax positions taken affecting its
annual filing requirements, and as such, does not have any uncertain tax positions that are
material to the financial statements. STEM Prep would recognize future accrued interest and
penalties related to unrecognized tax benefits and liabilities in income tax expense if such
interest and penalties are incurred.

Financial Instruments and Credit Risk

Deposit concentration risk is managed by placing cash, money market accounts, and
certificates of deposit with financial institutions believed by management to be creditworthy.
At times, amounts on deposit may exceed insured limits or include uninsured investments in
money market mutual funds. To date, no losses have been experienced in any of these
accounts. Credit risk associated with accounts receivable is considered to be limited due to
high historical collection rates and because substantial portions of the outstanding amounts
are due from governmental agencies supportive of STEM Prep’s mission.

(13)



NOTE 1

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Compensated Absences

Accumulated unpaid employee vacation benefits are recognized as a liability of STEM Prep.
Full-time employees accrue paid vacation based on rates as stated in the employee
handbook. A maximum of 16 days of vacation may be accrued.

Leases

STEM Prep leases certain school facilities and equipment and determines if an arrangement
is a lease at inception. Operating leases are included in operating lease right-of-use (ROU)
assets, and operating lease liabilities on the statement of financial position. Finance leases
are included in financing ROU assets, and lease liabilities — financing on the statement of
financial position.

ROU assets represent STEM Prep’s right to use an underlying asset for the lease term and
lease liabilities represent STEM Prep’s obligation to make lease payments arising from the
lease. ROU assets and liabilities are recognized at the lease commencement date based on
the present value of lease payments over the lease term. As most of leases do not provide
an implicit rate, STEM Prep uses its incremental borrowing based on the information
available at commencement date in determining the present value of lease payments. The
operating lease ROU asset also includes any lease payments made and excludes lease
incentives. The lease terms may include options to extend or terminate the lease when it is
reasonably certain that STEM Prep will exercise that option. STEM Prep has elected to
recognize payments for short-term leases with a lease term of 12 months or less as expense
as incurred and these leases are not included as lease liabilities or ROU assets on the
statement of financial position.

STEM Prep has elected not to separate nonlease components from lease components and
instead accounts for each separate lease component and the nonlease component as a
single lease component.

In evaluating contracts to determine if they qualify as a lease, STEM Prep considers factors
such as if STEM Prep has obtained substantially all of the rights to the underlying asset
through exclusivity, if STEM Prep can direct the use of the asset by making decisions about
how and for what purpose the asset will be used and if the lessor has substantive
substitution rights. This evaluation may require significant judgment.

Adoption of New Accounting Standards

In February 2016, the FASB issued Accounting Standards Update 2016-02, Leases
(ASC 842). The new standard increases transparency and comparability among
organizations by requiring the recognition of ROU assets and lease liabilities on the
statement of financial position. Most prominent of the changes in the standard is the
recognition of ROU assets and lease liabilities by lessees for those leases classified as
operating leases. Under the standard, disclosures are required to meet the objective of
enabling users of financial statements to assess the amount, timing, and uncertainty of cash
flows arising from leases.
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NOTE 1

NOTE 2

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Adoption of New Accounting Standards (Continued)

STEM Prep adopted the requirements of the guidance effective July 1, 2022 and has
elected to apply the provisions of this standard to the beginning of the period of adoption
with certain practical expedients available.

STEM Prep has elected to adopt the package of practical expedients available in the year of
adoption. STEM Prep has elected to adopt the available practical expedient to use hindsight
in determining the lease term and in assessing impairment of STEM Prep’s ROU assets.

STEM Prep elected the available practical expedients to account for existing capital leases
and operating leases as finance leases and operating leases, respectively, under the new
guidance, without reassessing (a) whether the contracts contain leases under the new
standard, (b) whether classification of capital leases or operating leases would be different
in accordance with the new guidance, or (¢) whether the unamortized initial direct costs
before transition adjustments would have met the definition of initial direct costs in the new
guidance at lease commencement.

As a result of the adoption of the new lease accounting guidance, STEM Prep recognized
on July 1, 2022 a ROU asset at the carrying amount of the lease asset of $6,264,578. STEM
Prep also recognized on July 1, 2022 a lease liability of $6,264,578, which represents the
present value of the remaining lease payments discounted using incremental borrowing
rates ranging from of 2.86% to 3.14%.

Evaluation of Subsequent Events

STEM Prep has evaluated subsequent events through January 16, 2024, the date these
consolidated financial statements were available to be issued.

LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure, that is, without donor or other restrictions
limiting their use, within one year of the consolidated statement of financial position date,
comprise the following:

Cash and Cash Equivalents $ 14,352,698
Accounts Receivable 3,553,913
Less: Net Assets With Donor Restrictions (204,935)

Total $ 17,701,676

As part of its liquidity management plan, STEM Prep monitors liquidity required and cash
flows to meet operating needs on a monthly basis. STEM Prep structures its financial assets
to be available as general expenditures, liabilities and other obligations come due.
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NOTE 3

NOTE 4

NOTE 5

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

LONG-TERM RECEIVABLE

On May 17, 2016, STEM Prep on behalf of Math and Science College Preparatory School,
entered into a promissory note agreement with Twain Investment Fund 164, LLC in the
amount of $576,262, and bearing an interest rate of 1%. From commencement through
May 19, 2023, the note is interest only, with payments due monthly. Beginning
May 20, 2023, borrower will make payment of principal and interest totaling $2,098 monthly.
All unpaid principal and interest are due and payable on the note maturity date,
May 20, 2049.

PROPERTY AND EQUIPMENT

Property and equipment in the accompanying consolidated financial statements are
presented net of accumulated depreciation. Depreciation expense was $863,089 for the
year ended June 30, 2023. Property and equipment consist of the following as of
June 30, 2023:

Land $ 1,564,000
Building 15,054,307
Computer Equipment 906,057
Furniture 186,681
Work in Progress 1,819,269

Total 19,530,314
Less: Accumulated Depreciation (5,406,436)

Property and Equipment, Net $ 14,123,878

NOTES PAYABLE

Low Income Investment Fund

The 35th St. LLC entered into an improvement loan with Low Income Investment Fund for a
loan up to $1,000,000 at an interest rate of 5.92% and a 60-month terms including five
months construction term. As of June 30, 2023, the remaining balance was $922,320. The
entire balance was paid off during the year ended June 30, 2023.

Pacific Charter School Development, Inc.

35th St., LLC entered into a promissory note with Pacific Charter School Development, Inc.
(PCSD) in the amount of $1,500,000 at an interest rate of 3% and matures June 30, 2023.
Interest payments begin at the signing of the promissory note from the date of disbursement
up to the sixth full month during the construction phase. Monthly installments of principal will
begin after the first full month of occupancy of the facility located at 1374 W 35th Street.
During 2019-2020, the note was revised to include an additional $140,000 with the same
terms as the original amount. The entire balance was paid off during the year ended
June 30, 2023.
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STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

NOTE S5 NOTES PAYABLE (CONTINUED)

Facilities Loans — Adams LLC

On May 17, 2016, the Adams LLC entered into a loan agreement with EXED Facilities XV,
LLC in the amount of $3,626,976. The loan expires on May 20, 2023, and bears an interest
rate of 4.0655%. The entire balance was paid off during the year ended June 30, 2023.

On May 17, 2016, the Adams LLC entered into a loan agreement with EXED Facilities XV,
LLC in the amount of $439,862. The loan expires on May 20, 2049, and bears an interest
rate of 4.0655%. The entire balance was paid off during the year ended June 30, 2023.

On May 17, 2016, the Adams LLC entered into a loan agreement with EXED Facilities XV,
LLC in the amount of $282,427. The loan expires on May 20, 2049, and bears an interest
rate of 4.0655%. As of June 30, 2023, the remaining balance was $282,427.

On May 17, 2016, the Adams LLC entered into a loan agreement with EXED Facilities XV,
LLC in the amount of $1,814,279. The loan expires on May 20, 2049, and bears an interest
rate of 4.0655%. As of June 30, 2023, the remaining balance was $1,814,279.

On May 17, 2016, the Adams LLC entered into a loan agreement with U.S. Bancorp
Community Development Corporation, in the amount of $3,773,475. The loan expires on
May 20, 2023, and bears an interest rate of 4.1451%. The entire balance was paid off during
the year ended June 30, 2023.

On May 17, 2016, the Adams LLC entered into a loan agreement with U.S. Bancorp
Community Development Corporation, in the amount of $457,628. The loan expires on
May 20, 2049, and bears an interest rate of 4.1451%. The entire balance was paid off during
the year ended June 30, 2023.

On May 17, 2016, the Adams LLC entered into a loan agreement with U.S. Bancorp
Community Development Corporation, in the amount of $2,022,562. The loan expires on
May 20, 2049, and bears an interest rate of 4.1451%. As of June 30, 2023, the remaining
balance was $2,022,562.

On May 17, 2016, the Adams LLC entered into a loan agreement with U.S. Bancorp
Community Development Corporation, in the amount of $293,835. The loan expires on
May 20, 2049, and bears an interest rate of 4.1451%. As of June 30, 2023, the remaining
balance was $293,835.

The repayment schedule of notes payable is as follows:

Year Ending June 30, Amount
2024 $ -
2025 -
2026 9,580
2027 117,552
2028 122,472
Thereafter 4,163,499
Total $ 4413,103
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NOTE 6

NOTE 7

NOTE 8

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

BONDS PAYABLE

In May 2023 the Adams LLC obtained bond financing in the amount of $11,135,000 (the
Series 2023 Bonds), proceeds from which were used to refinance existing debt and fund
certain charter school educational facilities project expenses. Interest is paid semi-annually
at coupon rates ranging from 5.00% to 6.50%.

The Series 2023 bonds are divided into $10,625,000 Series 2023A and $510,000 Series
2023B (taxable). The Series 2023 bonds mature between June 2029 and 2063 (Series
2023A) and between 2024 and 2029 (Series 2023B).

Future maturities of bonds payable is as follows:

Year Ending June 30, Amount

2024 $ 75,000

2025 90,000

2026 95,000

2027 100,000

2028 110,000
Thereafter 10,665,000
Subtotal 11,135,000

Bond Costs (807,496)
Total $ 10,327,504

CHARTER SCHOOL REVOLVING LOAN PROGRAM

During the 2018-2019 fiscal year, STEM Preparatory Elementary School applied for and
was accepted into the California School Finance Authority Charter School Revolving Loan
program. STEM Preparatory Elementary School received a loan in the amount of $250,000.
The loan bears an interest rate of 2.27% and will be repaid during the months of September,
October, November, December, January, and February of each year. The loan is scheduled
to be repaid over a period of four years and the repayments will be withheld from the
apportionment payments due to STEM Preparatory Elementary School. The entire balance
was paid off during the year ended June 30, 2023.

GRANT RESERVE FUNDS

The grant reserve balance of $675,396 at June 30, 2023 represents the balance of the
project acceleration notes and credit enhancement alternatives program funds deposited
with the trustee to maintain Adams LLC bond reserve requirement. The project acceleration
notes and credit enhancement alternatives program is funded by a federal award from the
U.S. Department of Education to serve as credit enhancement for charter school facilities.
The proceeds from the program are to be used only if 3200 Adams LLC does not have any
other legally available funds for debt service. The grant funds are to be returned to the
California School Finance Authority upon the refinance or maturity of the bonds. There were
no amounts used from this program during the year ended June 30, 2023.
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NOTE 9

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

LEASES - ASC 842

STEM Prep leases equipment and school facilities from unrelated parties for various terms
under long-term, non-cancelable lease agreements. The leases expire at various dates
through 2057 and provide for renewal options ranging from 1 month to 5 years. In the
normal course of business, it is expected that these leases will be renewed or replaced by
similar leases. Certain facility leases provide for increases in future minimum annual rental
payments based on defined increases in the Consumer Price Index, subject to certain
minimum increases. Additionally, the agreements generally require STEM Prep to pay real
estate taxes, insurance, and repairs. Some lease agreements also require STEM Prep to
comply with certain covenants and to maintain certain financial ratios. As of June 30, 2023,
STEM Prep believes it was in compliance with all ratios and covenants.

The following table provides quantitative information concerning STEM Prep’s lease for the
year ended June 30, 2023:

Amount
Operating Lease Costs $ 327,393
Total Lease Costs $ 327,393

Other Information:
Operating Cash Flows from Operating Leases 269,416
Right-Of-Use Assets Obtained in Exchange for

New Operating Lease Liabilities 6,323,264
We|ght.ed—Average Remaining Lease Term - 34 Years
Operating Leases

Weighted-Average Discount Rate - Operating 3.14%

STEM Prep classifies the total undiscounted lease payments that are due in the next 12
months as current. A maturity analysis of annual undiscounted cash flows for lease liabilities
as of June 30, 2023, is as follows:

Operating

Year Ending June 30, Leases
2024 $ 269,416
2025 261,806
2026 246,587
2027 255,386
2028 259,785
Thereafter 9,259,744
Total Lease Payments 10,552,724
Less: Interest (4,302,203)
Present Value of Lease Liability $ 6,250,521
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NOTE 10

NOTE 11

NOTE 12

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

FACILITIES USE AGREEMENT

Crown Preparatory Academy has a facilities use agreement with Los Angeles Unified
School District (the District) in which the school occupies 24" Street Elementary School for
its campus location. The term of this agreement expires in June of 2024. The total paid to
the District under this agreement for the year ended June 30, 2023 was $327,967.
Payments expected to be made during the following fiscal year ending June 30, 2024 total
$289,653.

NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are restricted for the following purposes or periods as of
June 30, 2023:

Subject to Expenditure for Specified Purpose:

Child Nutrition $ 149,584
SNP COVID-19 (ECR) 55,351
Total Net Assets With Donor Restrictions $ 204,935

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purpose or by occurrence of the passage of time or other events specified by the
donors as follows for the years ended June 30:

Release of Net Assets
By Satisfying Purpose Restriction $ 274,702

EMPLOYEE RETIREMENT

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 multiemployer defined benefit pension plans are different
from single- employer plans because: (a) assets contributed to the multiemployer 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 STEM Prep chooses to stop participating in the
multiemployer plan, it may be required to pay a withdrawal liability to the plan. STEM Prep
has no plans to withdraw from this multiemployer plan.
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NOTE 12

NOTE 13

STEM PREPARATORY SCHOOLS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2023

EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

California State Teachers’ Retirement System (CalSTRS)
Plan Description

STEM Prep contributes to the State Teachers’ Retirement System (STRS), a cost-sharing
multi-employer public employee retirement system defined benefit pension plan
administered by STRS. The plan provides retirement, disability and survivor benefits to
beneficiaries. 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, 2022 total STRS plan net assets are $300 billion, the total actuarial present value
of accumulated plan benefits is $434 billion, contributions from all employers totaled $6.513
billion, and the plan is 74.4% funded. STEM Prep did not contribute more than 5% of the
total contributions to the plan.

Copies of the STRS annual financial reports may be obtained from STRS, 7667 Folsom
Boulevard, Sacramento, CA 95826 and www.calstrs.com.

Funding Policy

Active plan members hired before January 1, 2013 are required to contribute 10.25% of their
salary and those hired after are required to contribute 10.21% of their salary. STEM Prep is
required to contribute an actuarially determined rate. The actuarial methods and
assumptions used for determining the rate are those adopted by the STRS Teachers’
Retirement Board. The required employer contribution rate for year ended June 30, 2023
was 19.10% of annual payroll. The contribution requirements of the plan members are
established and may be amended by state statute.

STEM Prep’s contributions to STRS for the past three years are as follows:

Required
Year Ended June 30, Contribution Contributed
2021 $ 1,070,568 100%
2022 $ 1,313,637 100%
2023 $ 1,673,900 100%

Defined Contribution Plan

STEM Prep offers an Internal Revenue Code Section 403(b) retirement plan to its qualifying
employees. Permanent salaried employees who work over 30 hours per week and who are
ineligible to participate in CalSTRS will receive a matching contribution up to 3% of their
compensation. For the year ended June 30, 2023 the total employer contributions to the
plan were $102,759.

CONTINGENCIES, RISKS AND UNCERTAINTIES

STEM Prep 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, it is believed that any reimbursement, if required,
would not be material.
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STEM PREPARATORY SCHOOLS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2023

Federal Pass-Through
Assistance Entity Math & Science STEM Prep Federal
Federal Grantor/Pass through Grantor/ Listing Identifying Crown Prep College Prep Elementary Expenditure
Program or Cluster Title Number Number Academy School School Total
U.S. Department of Education
Pass-Through California Department of Education (CDE):
Coronavirus Aid, Relief, and Economic Security Act (CARES Act):

Elementary and Secondary School Emergency Relief Il (ESSER Il) Fund 84.425D 15547 186,210 $ 238,079 40,759 $ 465,048

Elementary and Secondary School Emergency Relief IIl (ESSER 1) Fund 84.425U 15559 415,748 100,701 - 516,449

BElementary and Secondary School Emergency Relief Il

(ESSER Il1) Fund: Learning Loss 84.425U 10155 80,911 71,971 - 152,882
Total CARES Act (COVID-19): 682,869 410,751 40,759 1,134,379
Special Education Cluster:

IDEA Basic Local Assistance Entittement, Part B, Section 611 84.027 13379 94,457 119,745 69,325 283,527
Title I, Part A, Basic Grants Low-Income and Neglected 84.010 14329 154,677 199,118 126,215 480,010
Title II, Part A, Supporting Effective Instruction 84.367 14341 17,141 23,892 15,755 56,788
Title Ill, English Learner Student Program 84.365 14346 32,831 - - 32,831
Title IV, Part A, Student Support and Academic Enrichment 84.424 15396 24,823 15,617 10,000 50,440

Total U.S. Department of Education 1,006,798 769,123 262,054 2,037,975
U.S. Department of Agriculture
Pass-Through CDE:
Child Nutrition Cluster:
Especially Needy Breakfast 10.553 13526 57,801 40,988 47,719 146,508
National School Lunch Program 10.555 13524 164,175 116,418 135,537 416,130
Total Child Nutrition Cluster 221,976 157,406 183,256 562,638
Child and Adult Care Food Program 10.558 13393 59,144 15,320 77,143 151,607
Continuing Appropriations Act and Other Extensions Act:
Pandemic Electronic Benefit Transfer (P-TBT) Administrative Costs Grant 10.649 15644 614 614 614 1,842
Total U.S. Department of Agriculture 281,734 173,340 261,013 716,087
U.S. Department of Health and Human Services
Pass-Through Los Angeles County Office of Education:
Epidemiology and Laboratory Capacity for Infectious Diseases (ELC) 93.323 N/A 68,160 33,998 61,950 164,108
Total U.S. Department of Health and Human Services 68,160 33,998 61,950 164,108
Total Federal Programs 1,356,692 _$ 976,461 585,017 _$ 2,918,170

N/A - Pass-Through Entity Identifying Number not available.
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STEM PREPARATORY SCHOOLS
LOCAL EDUCATION AGENCY ORGANIZATION STRUCTURE

JUNE 30, 2023
(SEE INDEPENDENT AUDITORS’ REPORT)
UNAUDITED

Crown Preparatory Academy (Charter Number 1187) was granted on May 6, 2010, by the Los Angeles
Unified School District and expires on June 30, 2028. Crown Preparatory Academy serves grades five
through eight. Math and Science College Preparatory Schools (Charter Number 1412) was granted on
February 7, 2012, by the Los Angeles Unified School District and expires on June 30, 2025. Math and
Science College Preparatory School serves grades nine through twelve. STEM Preparatory Elementary
School (Charter Number 1925) was granted on November 17, 2017, by the Los Angeles Unified School
District and expires on June 30, 2026. STEM Preparatory Elementary School opened in August 2018.
Stem Preparatory Elementary School serves grades transitional kindergarten through fifth.

The board of directors and the administrators as of the year ended June 30, 2023 were as follows:

GOVERNING BOARD

Member Office 2-Year Term Expires
Carmen Vazquez Chair May 2025
Andrew Kubasek Treasurer May 2025
Dale Henry Member May 2025
Desmond Lovell Member May 2025
Brad Zutaut Member May 2025

ADMINISTRATION

Emilio Pack Chief Executive Officer
Eric Barlow Chief Operating Officer
Janette Rodriguez Chief Academic Officer
Daniel Moreno Principal
Lisa Marcelino Principal
Yvonne Carillo Principal
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STEM PREPARATORY SCHOOLS
SCHEDULE OF INSTRUCTIONAL TIME

YEAR ENDED JUNE 30, 2023

Traditional
Instructional Minutes Calendar
Requirement Actual Days Status

Crown Preparatory Academy

Grade 5 54,000 66,270 182 In compliance

Grade 6 54,000 65,110 182 In compliance

Grade 7 54,000 65,110 182 In compliance

Grade 8 54,000 65,110 182 In compliance
Math and Science College Preparatory School

Grade 9 64,800 70,325 182 In compliance

Grade 10 64,800 70,325 182 In compliance

Grade 11 64,800 70,325 182 In compliance

Grade 12 64,800 70,325 182 In compliance
Stem Preparatory Elementary School

Grade TK and K 36,000 58,199 182 In compliance

Grade 1 50,400 58,199 182 In compliance

Grade 2 50,400 58,199 182 In compliance

Grade 3 50,400 62,419 182 In compliance

Grade 4 54,000 62,419 182 In compliance

Grade 5 54,000 62,419 182 In compliance

See accompanying Notes to Supplementary Information
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STEM PREPARATORY SCHOOLS
SCHEDULE OF AVERAGE DAILY ATTENDANCE
YEAR ENDED JUNE 30, 2023

Second Period Report Annual Report
Classroom Classroom
Based Total Based Total
Crown Preparatory Academy
Grades 4-6 190.47 191.65 190.13 191.27
Grades 7-8 192.08 196.37 193.59 197.76
Totals 382.55 388.02 383.72 389.03
Math and Science College Preparatory School
Grades 9-12 488.47 493.26 487.27 491.46
Totals 488.47 493.26 487.27 491.46
STEM Preparatory Elementary School
Grades TK/K-3 179.91 183.31 179.28 182.43
Grades 4-6 99.58 101.64 99.14 101.19
Totals 279.49 284.95 278.42 283.62
ADA Totals 1,150.51 1,166.23 1,149.41 1,164.11

See accompanying Notes to Supplementary Information
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STEM PREPARATORY SCHOOLS
RECONCILIATION OF ANNUAL FINANCIAL REPORT WITH
AUDITED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2023

June 30, 2023 Annual Financial Report
Fund Balances (Net Assets)

Adjustments and Reclassifications:

Increase (Decrease) of Fund Balance
(Net Assets):
Cash and Cash Equivalents
Accounts Receivable - Federal and State
Accounts Receivable - Other
Accounts Payable and Accrued Liabilities
Deferred Revenue
Operating Lease Liability
Net Adjustments and Reclassifications

June 30, 2023 Audited Financial Statement
Fund Balances (Net Assets)

See accompanying Notes to Supplementary Information

Math & Science STEM Prep
Crown Prep College Prep Elementary
Academy School School
$ 6,014,493 $ 6,602,192 % 2,902,177
4,729 (14,401) 9,601
- (19,050) -
- 33,349 -
69 8,583,704 6,489,628
- 101,032 18,924
- (8,747,304) (6,528,714)
4,798 (62,670) (10,561)
$ 6,019291 $ 6,539,522 $ 2,891,616
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STEM PREPARATORY SCHOOLS
CONSOLIDATING STATEMENT OF FINANCIAL POSITION
JUNE 30, 2023

Math & Science STEM Prep

Home Crown Prep College Prep Elementary 35th Street
Office Academy School School Adams LLC LLC Eliminations Total
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 277931 $ 4,513,020 $ 5951532 $ 3,387,670 $ 304,963 $ -3 (82,418) $ 14,352,698
Accounts Receivable - Federal and State - 1,790,040 923,884 839,989 - - - 3,553,913
Accounts Receivable - Other 9,644 628 336,381 7,008 41,250 39,085 - 433,996
Intercompany Receivables - - 33,349 - 2,194,923 - (2,228,272) -
Note Receivable, Current - - 19,535 - - - - 19,535
Prepaid Expenses and Other Assets 80,418 90,013 112,899 44,386 - 949 - 328,665
Total Current Assets 367,993 6,393,701 7,377,580 4,279,053 2,541,136 40,034 (2,310,690) 18,688,807
NONCURRENT ASSETS
Deposits - 10,339 31,939 16,227 - 2,500 - 61,005
Restricted Cash and Cash Equivalents - - - - 675,396 - - 675,396
Capital Contribution - - 535,433 310,082 - - (845,515) -
Note Receivable, Net of Current - - 556,727 - - - - 556,727
Operating ROU Asset 37,201 - 8,756,998 6,530,021 - 6,155,343 (15,287,019) 6,192,544
Property and Equipment, Net 54,290 1,859,464 530,892 114,913 9,052,218 2,512,101 - 14,123,878
Total Noncurrent Assets 91,491 1,869,803 10,411,989 6,971,243 9,727,614 8,669,944 (16,132,534) 21,609,550
Total Assets $ 459484 _$ 8263504 _$ 17789569 _$ 11250296 _$ 12268750 _$ 8,709,978 _$ (18443224) _$ 40,298,357
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable and Accrued Liabilities $ 152,497 % 748,433 % 598,834 $ 450,636 $ 110,924  $ - $ - $ 2,061,324
Intercompany Payables - - - - 33,349 2,194,923 (2,228,272) -
Deferred Revenue - 1,495,780 1,903,909 1,379,330 82,418 - (82,418) 4,779,019
Bonds Payable, Current Portion - - - - 75,000 - - 75,000
Operating Lease Liability, Current Portion 22,829 - 575,185 400,777 - 246,587 (975,961) 269,417
Total Current Liabilities 175,326 2,244,213 3,077,928 2,230,743 301,691 2,441,510 (3,286,651) 7,184,760
LONG-TERM LIABILITIES
Operating Lease Liability, Less Current Portion 14,372 - 8,172,119 6,127,937 - 5,966,732 (14,300,056) 5,981,104
Deferred Rent Liability - - - - 9,695 1,307 (11,002) -
Grant Reserve Funds - - - - 675,396 - - 675,396
Notes Payable, Less Current Portion - - - - 4,413,103 - - 4,413,103
Bonds Payable, Net - - - - 10,252,504 - - 10,252,504
Total Long-Term Liabilities 14,372 - 8,172,119 6,127,937 15,350,698 5,968,039 (14,311,058) 21,322,107
Total Liabilities 189,698 2,244,213 11,250,047 8,358,680 15,652,389 8,409,549 (17,597,709) 28,506,867
NET ASSETS
Without Donor Restrictions 269,786 5,968,323 6,539,522 2,737,649 (3,383,639) 300,429 (845,515) 11,586,555
With Donor Restrictions - 50,968 - 153,967 - - - 204,935
Total Net Assets 269,786 6,019,291 6,539,522 2,891,616 (3,383,639) 300,429 (845,515) 11,791,490
Total Liabilities and Net Assets $ 450484 _$ 8263504 _$ 17789569 _$ 11250296 _$ 12268750 _$ 8709978 _$ (18443224) _$ 40,298,357

See accompanying Notes to Supplementary Information
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REVENUES, WITHOUT DONOR RESTRICTION
State Revenue:
Local Control Funding Formula
Other State Revenue
Federal Revenue:
Grants and Entitlements
Local Revenue:
Contributions
Interest Income
Other Revenue
Net Assets Released from Restrictions
Total Revenues

EXPENSES

Program Services

Management and General

Fundraising

Total Expenses

Change in Net Assets Without Donor Restriction
NET ASSETS WITH DONOR RESTRICTION

Other State Revenue

Net Assets Released from Restriction
Change in Net Assets With Donor Restrictions
CHANGE IN NET ASSETS

Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

STEM PREPARATORY SCHOOLS

CONSOLIDATING STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2023

Math & Science  STEM Prep
Home Crown Prep College Prep Elementary 35th Street

Office Academy School School Adams LLC LLC Eliminations Total
$ - $ 5199411 $ 7,781,340 $ 3,920,767 $ - $ -3 - $ 16,901,518
- 1,223,453 1,442,674 1,786,059 - - - 4,452,186
- 1,356,692 976,461 585,017 - - - 2,918,170
334,082 9,033 74,575 22,675 - - - 440,365
27,161 - 5,651 - 4,589 - - 37,401
4,216,879 14,613 2,705 26,245 485,305 467,717 (5,169,901) 43,563
269,236 5,466 - - - - - 274,702
4,847,358 7,808,668 10,283,406 6,340,763 489,894 467,717 (5,169,901) 25,067,905
2,176,969 6,183,354 8,020,992 5,391,123 566,063 504,200 (2,747,517) 20,095,184
2,348,373 1,581,543 2,184,860 938,775 375,067 67,971 (2,422,384) 5,074,205
- - 2,220 - - - - 2,220
4,525,342 7,764,897 10,208,072 6,329,898 941,130 572,171 (5,169,901) 25,171,609
322,016 43,771 75,334 10,865 (451,236) (104,454) - (103,704)
- - - 4,628 - - - 4,628
(269,236) (5,466) - - - - - (274,702)
(269,236) (5,466) - 4,628 - - - (270,074)
52,780 38,305 75,334 15,493 (451,236) (104,454) - (373,778)
217,006 5,980,986 6,464,188 2,876,123 (2,932,403) 404,883 (845,515) 12,165,268
$ 269786 _$ 6019291 _$ 6539522 _$ 2891616 _$ (3383639 _$ 300429 _$ (845515 _$ 11791490

See accompanying Notes to Supplementary Information
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STEM PREPARATORY SCHOOLS
CONSOLIDATING STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED JUNE 30, 2023

Home Office Crown Preparatory Academy
Program Management Program Management
Services and General Fundraising Subtotal Services and General Fundraising Subtotal

Salaries $ 1,434,503 $ 1,031,804 $ $ 2,466,307 $ 3,243,798 $ 361,462 $ $ 3,605,260
Pension Expense 273,800 87,607 361,407 512,192 1,762 513,954
Other Employee Benefits 214,881 154,559 369,440 280,261 31,230 311,491
Payroll Taxes 29,534 65,732 95,266 92,942 30,665 123,607
Legal Expenses - 32,807 32,807 - 1,583 1,583
Accounting Expenses - 39,311 39,311 - - -
Other Fees for Services 60,337 504,899 565,236 417,780 68,657 486,437
Advertising and Promotions - 39,800 39,800 - 8,000 8,000
Office Expenses 57,651 46,748 104,399 34,178 66,705 100,883
Information Technology - 52,476 52,476 - 5,884 5,884
Occupancy 3,379 3,899 7,278 296,319 45,245 341,564
Travel 62,220 - 62,220 3,620 - 3,620
Interest - - - - - -
Depreciation 18,063 - 18,063 15,796 - 15,796
Insurance - 271,598 271,598 - - -
Other Expenses 4,687 17,133 21,820 43,332 34,345 77,677
Noncapitalized Equipment - - - 44,210 - 44,210
Nutrition Program Food & Supplies - - - 297,615 - 297,615
Special Education Fees - - - 93,754 - 93,754
Instructional Materials 17,914 - 17,914 164,339 - 164,339
Intra-Agency fees - - - 592,035 926,005 1,518,040
District Oversight Fees - - - 51,183 - 51,183

Total Expenses by Function _$ 2,176,969 $ 2,348,373 $ $ 4,525,342 $ 6,183,354 $ 1581543 $ $ 7,764,897

See accompanying Notes to Supplementary Information
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Salaries

Pension Expense
Employee Benefits
Payroll Taxes

Legal Expenses
Accounting Expenses
Other Fees for Services
Advertising and Promotions
Office Expenses
Information Technology
Occupancy

Travel

Interest

Depreciation

Insurance

Other Expenses
Noncapitalized Equipment

Nutrition Program Food & Supplies

Special Education Fees
Instructional Materials
Intra-Agency fees
District Oversight Fees

Total Expenses by Function

Math & Science College Preparatory School

STEM PREPARATORY SCHOOLS
CONSOLIDATING STATEMENT OF FUNCTIONAL EXPENSES (CONTINUED)
YEAR ENDED JUNE 30, 2023

STEM Preparatory Elementary School

See accompanying Notes to Supplementary Information

(1)

Program Management Program Management

Services and General Fundraising Subtotal Services and General Fundraising Subtotal
$ 3,710,204 $ 509,510 $ - $ 4,219,714 $ 2,251,016 $ 339,993 $ $ 2,591,009
571,199 2,697 - 573,896 323,472 3,930 327,402
339,147 46,574 - 385,721 198,664 30,006 228,670
112,380 42,626 - 155,006 81,139 27,910 109,049
- 610 - 610 - - -
- - - - - 735 735
548,907 1,776 - 550,683 1,119,798 77,756 1,197,554
- 24,000 - 24,000 - 9,315 9,315
27,999 143,033 - 171,032 121,896 114,221 236,117
- 18,876 - 18,876 - 8,789 8,789
564,688 106,228 - 670,916 419,479 77,386 496,865
14,115 - - 14,115 689 - 689
(33,349) 33,349 - - - 7,066 7,066
87,262 - - 87,262 17,277 - 17,277
151,088 74,861 2,220 228,169 60,668 45,981 106,649
243,768 - - 243,768 50,167 - 50,167
173,052 - - 173,052 254,656 - 254,656
118,854 - - 118,854 68,810 - 68,810
179,446 - - 179,446 196,172 - 196,172
1,134,419 1,180,720 - 2,315,139 188,013 195,687 383,700
77,813 - - 77,813 39,207 - 39,207
$ 8,020,992 $ 2,184,860 $ 2,220 $ 10,208,072 $ 5,391,123 $ 938775 $ $ 6,329,898




Salaries

Pension Expense
Employee Benefits
Payroll Taxes

Legal Expenses
Accounting Expenses
Other Fees for Services
Advertising and Promotions
Office Expenses
Information Technology
Occupancy

Travel

Interest

Depreciation

Insurance

Other Expenses
Noncapitalized Equipment

Nutrition Program Food & Supplies

Special Education Fees
Instructional Materials
Intra-Agency fees
District Oversight Fees

Total Expenses by Function

STEM PREPARATORY SCHOOLS
CONSOLIDATING STATEMENT OF FUNCTIONAL EXPENSES (CONTINUED)
YEAR ENDED JUNE 30, 2023

Adams LLC 35th Street LLC

Program Management Program Management
Services and General Subtotal Services and General Subtotal

Eliminations Total

$ - 8 - 8 -8 - 8 - 8 -

- - - 345,697 - 345,697
- 468,331 468,331 - 84,136 84,136
566,188 - 566,188 158,503 - 158,503

(125) - (125) - - -
- (118,579) (118,579) - (16,165) (16,165)

$ - $12,882,290
- 1,776,659

- 1,295,322

- 482,928

- 35,000

- 40,046

- 2,825,225

- 81,115

- 612,431

- 86,025
(953,022) 909,298
- 80,644

- 559,533

- 863,089

- 271,473

- 299,571

- 338,145

- 725,323

- 281,418

- 557,871
(4,216,879) -
- 168,203

$ 566,063 $ 375,067 $ 941130 $ 504,200 $ 67,971 $ 572171

See accompanying Notes to Supplementary Information
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CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to Reconcile Change in Net Assets
to Net Cash Provided (Used) by Operating Activities:
Depreciation Expense
Change in Operating Assets:
Accounts Receivable - Federal and State
Accounts Receivable - Other
Intercompany Receivables
Prepaid Expenses and Other Assets
Operating ROU Lease Asset
Change in Operating Liabilities:
Accounts Payable and Accrued Liabilities
Intercompany Payables
Deferred Revenue
Deferred Rent Liability
Operating Lease Liability
Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment
Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Debt Issued
Repayment of Long-Term Debt
Net Cash Provided (Used) by Financing Activities

NET CHANGE IN CASH, CASH EQUIVALENTS
AND RESTRICTED CASH

Cash, Cash Equivalents and Restricted
Cash - Beginning of Year

CASH, CASH EQUIVALENTS AND RESTRICTED
CASH - END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH
FLOW INFORMATION
Cash Paid for Interest

RECONCILIATION TO STATEMENT OF
FINANCIAL POSITION
Cash and Cash Equivalents
Restricted Cash and Cash Equivalents
Cash and Cash Equivalents

STEM PREPARATORY SCHOOLS
CONSOLIDATING STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2023

Math & Science STEM Prep
Home Crown Prep College Prep Elementary 35th Street
Office Academy School School Adams LLC LLC Eliminations Total
$ 52,780 $ 38,305 $ 75,334 $ 15,493 $ (451,236) $ (104,454) $ - (373,778)
18,063 15,796 87,262 17,277 566,188 158,503 - 863,089
- 8,347 (198,694) 886,365 - 52,621 - 748,639
(2,316) 12 241,041 299 (41,250) (39,085) - 158,701
230 - 90,546 22,002 (2,184,148) - 2,071,370 -
(24,659) (26,235) (23,488) 29,129 - (949) - (46,202)
(37,201) - (8,756,998) (6,530,021) - (6,155,343) (15,287,019) (36,766,582)
16,155 440,390 337,995 186,880 67,426 (46,162) - 1,002,684
- - - - (90,741) 2,162,111 (2,071,370) -
- 1,015,482 1,207,622 822,673 82,418 (39,085) (71,416) 3,017,694
- - - - 9,695 1,307 (11,002) -
37,201 - 8,747,304 6,528,714 - 6,213,319 15,287,019 36,813,557
60,253 1,492,097 1,807,924 1,978,811 (2,041,648) 2,202,783 (82,418) 5,417,802
(17,286) (68,857) (18,177) (6,772) - - - (111,092)
(17,286) (68,857) (18,177) (6,772) - - - (111,092)
- - - - 11,002,900 - - 11,002,900
- - - (62,494) (8,297,941) (2,314,200) - (10,674,635)
- - - (62,494) 2,704,959 (2,314,200) - 328,265
42,967 1,423,240 1,789,747 1,909,545 663,311 (111,417) (82,418) 5,634,975
234,964 3,089,780 4,161,785 1,478,125 317,048 111,417 - 9,393,119
$ 277,931 $ 4513020 $ 5951532 $ 3387670 $ 980,359 $ - $ (82,418) 15,028,094
$ 3,352 $ - $ - $ 7,066 $ 468,331 $ 84,136 $ - 562,885
$ 277,931 $ 4,513,020 $ 5,951,532 $ 3,387,670 $ 304,963 $ - $ (82,418) 14,352,698
- - - - 675,396 - - 675,396
$ 277931 $ 4513020 $ 5951532 $ 3,387,670 $ 980,359 $ - $ (82,418) 15,028,094

See accompanying Notes to Supplementary Information
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STEM PREPARATORY SCHOOLS
NOTES TO SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2023

PURPOSE OF SCHEDULES

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 5

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the schedule) includes the
federal award activity of STEM Prep under programs of the federal government for the year
ended June 30, 2023. The information 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 operations of STEM Prep, it is not
intended to and does not present the financial position, changes in net assets, or cash flows
of STEM Prep.

Summary of Significant Accounting Policies

Expenditures reported in the schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform
Guidance. No federal financial assistance has been provided to a subrecipient.

Indirect Cost Rate
STEM Prep has not elected to use the ten percent de minimis cost rate.

LOCAL EDUCATION AGENCY ORGANIZATION STRUCTURE

This schedule provides information about STEM Prep’s operations, members of the
governing board, and members of the administration.

SCHEDULE OF INSTRUCTIONAL TIME

This schedule presents information on the amount of instructional time offered by STEM
Prep and whether STEM Prep complied with the provisions of California Education Code.

SCHEDULE OF AVERAGE DAILY ATTENDANCE

Average daily attendance is a measurement of the number of pupils attending classes of
STEM Prep. The purpose of attendance accounting from a fiscal standpoint is to provide the
basis on which apportionments of state funds are made to charter schools. This schedule
provides information regarding the attendance of students at various grade levels.

RECONCILIATION OF ANNUAL FINANCIAL REPORT WITH AUDITED FINANCIAL
STATEMENTS

This schedule provides the information necessary to reconcile the net assets reported on
the unaudited actual financial report to the audited financial statements for the charter
schools.
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STEM PREPARATORY SCHOOLS
NOTES TO SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2023

NOTE6 CONSOLIDATING STATEMENTS

The accompanying consolidating financial statements report the individual programs of
STEM Prep and the Holding Corp are presented on the accrual basis of accounting.
Eliminating entries in the consolidated financial statements are due to activities between
STEM Prep and the Holding Corp.
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INDEPENDENT AUDITORS’ 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

Governing Board
STEM Preparatory Schools
Los Angeles, California

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 consolidated financial statements of STEM
Preparatory Schools (STEM Prep), a honprofit California public benefit corporation, which comprise the
consolidated statement of financial position as of June 30, 2023, and the related consolidated
statements of activities, functional expenses, and cash flows for the year then ended, the related notes
to the financial statements, and have issued our report thereon dated January 16, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered STEM
Prep s internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the
consolidated financial statements, but not for the purpose of expressing an opinion on the effectiveness
of STEM Prep’s internal control. Accordingly, we do not express an opinion on the effectiveness of
STEM Prep’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal 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 or significant deficiencies may exist that have not been identified.

CLAglobal.com/disclaimer
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Governing Board
STEM Preparatory Schools

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether STEM Prep’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 financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

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

WM‘”"% L7

CliftonLarsonAllen LLP

Glendora, California
January 16, 2024
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM, AND REPORT ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Governing Board
STEM Preparatory Schools
Los Angeles, California

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited STEM Preparatory Schools, Inc.’s (STEM Prep) compliance with the types of
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could
have a direct and material effect on each of STEM Prep’s major federal programs for the year ended
June 30, 2023.STEM Prep’s major federal programs are identified in the summary of auditors’ results
section of the accompanying schedule of findings and questioned costs.

In our opinion, STEM Prep complied, in all material respects, with the compliance requirements referred
to above that could have a direct and material effect on each of its major federal programs for the year
ended June 30, 2023.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); 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). Our responsibilities under
those standards and the Uniform Guidance are further described in the Auditors’ Responsibilities for the
Audit of Compliance section of our report.

We are required to be independent of STEM Prep and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each
major federal program. Our audit does not provide a legal determination of STEM Prep’s compliance
with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to
STEM Prep’s federal programs.

CLAglobal.com/disclaimer
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Governing Board
STEM Preparatory Schools

Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on STEM Prep’s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always detect
material noncompliance when it exists. The risk of not detecting material noncompliance resulting from
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that, individually
or in the aggregate, it would influence the judgment made by a reasonable user of the report on
compliance about STEM Prep’s compliance with the requirements of each major federal program as a
whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

e exercise professional judgment and maintain professional skepticism throughout the audit.

e dentify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding STEM Prep’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e obtain an understanding of STEM Prep’s internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances 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 STEM Prep’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

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

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

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, this report is not suitable for any other purpose.

%«ZW L7

CliftonLarsonAllen LLP

Glendora, California
January 16, 2024
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE AND
REPORT ON INTERNAL CONTROL OVER STATE COMPLIANCE

Governing Board
STEM Preparatory Schools
Los Angeles, California

Report on Compliance
Opinion on State Compliance

We have audited STEM Preparatory Schools, Inc.’s (STEM Prep) compliance with the types of
compliance requirements applicable to STEM Prep described in the 2022-2023 Guide for Annual Audits
of K-12 Local Education Agencies and State Compliance Reporting, published by the Education Audit
Appeals Panel for the year ended June 30, 2023. STEM Prep’s applicable State compliance
requirements are identified in the table below.

In our opinion, STEM Prep complied, in all material respects, with the compliance requirements referred
to above that are applicable to the School for the year ended June 30, 2023.

Basis for Opinion

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States; and 2022-2023 Guide for
Annual Audits of K-12 Local Education Agencies and State Compliance Reporting. Our responsibilities
under those standards and 2022-2023 Guide for Annual Audits of K-12 Local Education Agencies and
State Compliance Reporting, are further described in the Auditor's Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of STEM Prep and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion. Our audit does not
provide a legal determination of STEM Prep's compliance with the compliance requirements referred to
above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to STEM
Prep’s state programs.

CLAglobal.com/disclaimer
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Governing Board
STEM Preparatory Schools

Auditors’ Responsibility for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material honcompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on STEM Prep's compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, and 2022-2023 Guide for Annual Audits of
K-12 Local Education Agencies and State Compliance Reporting will always detect material
noncompliance when it exists. The risk of not detecting material noncompliance resulting from fraud is
higher than for that resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that, individually
or in the aggregate, it would influence the judgment made by a reasonable user of the report on
compliance about STEM Prep's compliance with the requirements of the government program as a
whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and 2022-2023
Guide for Annual Audits of K-12 Local Education Agencies and State Compliance Reporting we:

» Exercise professional judgment and maintain professional skepticism throughout the audit.

» Identify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding STEM Prep's compliance with the compliance requirements referred
to above and performing such other procedures as we considered necessary in the circumstances.

* Obtain an understanding of STEM Prep's internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with 2022-2023 Guide for Annual Audits of K-12
Local Education Agencies and State Compliance Reporting, published by the Education Audit
Appeals Panel, but not for the purpose of expressing an opinion on the effectiveness STEM Prep's
internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.
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Governing Board
STEM Preparatory Schools

Compliance Requirements Tested

In connection with the audit referred to above, we selected and tested transactions and records to
determine STEM Prep’s compliance with the laws and regulations applicable to the following items:

Procedures
Description Performed
School Districts, County Offices of Education, and Charter Schools:
California Clean Energy Jobs Act Not Applicable!
After/Before School Education and Safety Program Yes
Proper Expenditure of Education Protection Account Funds Yes
Unduplicated Local Control Funding Formula Pupil Counts Yes
Local Control and Accountability Plan Yes
Independent Study-Course Based Not Applicable?
Immunizations Yes
Educator Effectiveness Yes
Expanded Learning Opportunities Grant (ELO-G) Yes
Career Technical Education Incentive Grant (CTEIG) Not Applicable®
Transitional Kindergarten Yes
Charter Schools:
Attendance Yes
Mode of Instruction Yes
Nonclassroom-Based Instruction/Independent Study Yes
Determination of Funding for Nonclassroom-Based Instruction Not Applicable*
Annual Instructional Minutes — Classroom Based Yes
Charter School Facility Grant Program Yes

Not Applicable!: STEM Prep did not have any expenditures for California Clean Energy Jobs Act in the
year under audit or a completed project between 12 and 15 months prior to any month in the audit year.

Not Applicable?: STEM Prep did not report ADA pursuant to Education Code section 51749.5.
Not Applicable®: STEM Prep did not receive a CTEIG allocation for the audit year.

Not Applicable*: STEM Prep did not report more than 20% of its ADA as generated through
nonclassroom-based instruction (independent study).

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance on a timely basis. A material
weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that a material
noncompliance with a compliance requirement 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 that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention from those
charged with governance.
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Governing Board
STEM Preparatory Schools

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit, we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

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 2022-2023 Guide for Annual Audits of K-12 Local Education Agencies and State Compliance
Reporting. Accordingly, this report is not suitable for any other purpose.
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CliftonLarsonAllen LLP

Glendora, California
January 16, 2024
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STEM PREPARATORY SCHOOLS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2023

Section | — Summary of Auditors’ Results

Consolidating Financial Statements
1. Type of auditors’ report issued: Unmodified
2. Internal control over financial reporting:
e Material weakness(es) identified? yes
e Significant deficiency(ies) identified? yes
3. Noncompliance material to financial
statements noted? yes
Federal Awards
1. Internal control over major federal programs:
o Material weakness(es) identified? yes
e Significant deficiency(ies) identified? yes

2. Type of auditors’ report issued on
compliance for major federal programs: Unmodified

3. Any audit findings disclosed that are required
to be reported in accordance with

no

none reported

no

no

none reported

2 CFR 200.516(a)? yes no
Identification of Major Federal Programs
Assistance Listing Number(s) Name of Federal Program or Cluster
84.425D ESSER, ESSER, I
84.425U ESSER IlI
Dollar threshold used to distinguish between
Type A and Type B programs: $_750,000
Auditee qualified as low-risk auditee? X yes no
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STEM PREPARATORY SCHOOLS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

YEAR ENDED JUNE 30, 2023

Section | —= Summary of Auditors’ Results (Continued)

All audit findings must be identified as one or more of the following categories:

Five Digit Code

10000
20000
30000
40000
42000
43000
50000
60000
61000
62000
70000
71000
72000

Finding Types

Attendance

Inventory of Equipment

Internal Control

State Compliance

Charter School Facilities Program
Apprenticeship

Federal Compliance
Miscellaneous

Classroom Teacher Salaries
Local Control Accountability Plan
Instructional Materials

Teacher Misassignments

School Accountability Report Card

Section Il — Financial Statement Findings

Our audit did not disclose any matters required to be reported in accordance with Government Auditing

Standards.

Section Il — Findings and Questioned Costs — Major Federal Programs

Our audit did not disclose any matters required to be reported in accordance with 2 CFR 200.516(a).

Findings and Questioned Costs — State Compliance

There were no findings or questioned costs related to state awards for June 30, 2023.
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STEM PREPARATORY SCHOOLS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2023

The findings from the prior audit’s schedule of findings and questioned costs are discussed below. The
findings are numbered consistently with the numbers assigned in the prior year.

2022-001 Nonclassroom-Based Instruction/ Independent Study 40000

Crown Preparatory Academy (Charter Middle School) #1187
STEM Preparatory Elementary School (Charter Elementary School) #1925

Criteria: Per Education Code section 51747(c), every written independent study agreement must
contain signatures, no later than 30 days after the first day of independent study instruction or
October 15, whichever comes later by the pupil, the pupil’'s parent, legal guardian or caregiver, the
certificated employee who was designated as having responsibility for the general supervision of the
pupil’s independent study, and all other persons, if any, who had direct responsibility for providing
assistance to the pupil.

Condition: During nonclassroom-based/independent study pupil testing we found that 1 pupil in sixth
grade, 1 pupil in seventh grade, and 1 pupil in eighth grade at Crown Preparatory Academy did not sign
the independent study agreement and 1 pupil in third grade at STEM Preparatory Elementary did not
sign the independent study master agreement and ADA was claimed as generated through
independent study for these pupils.

Status: Implemented.
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