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Finding 2020-001  

Statement of condition  
During the 2020 audit, we noted the Fiscal Policies and Procedures (“FPP”) were not always followed in 
practice. Our testing identified one instance where a contract for services in excess of $25,000 was 
entered into by the Executive Director, but was not approved by the Board of Trustees. This contract was 
then paid with a check signed by the Executive Director and did not have a second signature as all checks 
over $10,000 require.  

Criteria and effect of conditions  
The Charter School entered into a contract agreement without proper approval and the services were paid 
for without proper authorization.  

Recommendation  
We recommend the proper procedures are followed as documented in the FPP to ensure effective controls 
are in place with respect to contracts and check signing. If the current procedures are not workable, 
alternative procedures should be designed and implemented and the FPP updated accordingly.  

Management’s response  
We concur with the finding. This finding has been reviewed with the School management and finance 
staff. Corrective action has been taken to review upcoming procurement needs on a weekly basis to 
ensure that contracts in excess of $25,000 are approved by the Board of Trustees prior to a contract 
agreement or purchase order. In addition, adoption of the online payment processing system for accounts 
payable will ensure that payments over $10,000 will require the approval of the school leader and 
Treasurer for payment. 
 
 
 
 
  



SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES  

Finding 2018-002  

Statement of condition  
During the 2018 audit, the prior auditors noted that due to the vacancy in the controller position, many 
accounts were not reconciled during the school year.  
 
Criteria and effect of conditions  
The Charter School should update and reconcile all material accounts on an ongoing basis.  

At year end, the general ledger required significant entries to be recorded to reconcile many of the general 
ledger balances. This also delayed the audit process.  

Recommendation  
We recommend that the Charter School establish procedures to ensure that all material general ledger 
accounts be reconciled and reviewed on a monthly basis.  

Management’s response  
We concur with the finding. The finding has been reviewed with management and staff. Corrective action 
has been taken and new procedures have already been implemented to reconcile all accounts on a monthly 
basis.  
 
Prior year status  
During our 2019 audit, we noted through the hiring of a new Chief Financial Officer and an outside 
accountant material general ledger accounts were reconciled, with the exception of accrued expenses 
which required a significant audit adjustment. We recommend the Charter School keep appropriate details 
regarding what accrued expenses consist of and ensure that this is reconciled and reviewed on a monthly 
basis.  

Management’s response  
We concur with the finding. The finding has been reviewed with the School management and staff. 
Corrective action and new procedures have been implemented to keep the detailed expenses by vendor of 
the accrued expenses separate, and to ensure they are reconciled and reviewed on a monthly basis.  

Current status  
During our 2020 audit, we noted a significant number of general ledger accounts were not reconciled and 
required a significant number of adjusting entries throughout the audit process. We also noted all revenue 
was not recorded, which required a significant audit adjustment. We recommend the Charter School 
ensure all general ledger accounts are reconciled and reviewed on a monthly basis. We consider this 
finding to be a significant deficiency which also delayed the audit process.  

Management’s response  
We concur with the finding. This finding has been reviewed with the School management and finance 
staff. Corrective action has been taken so that general ledger accounts are reviewed and reconciled on a 
monthly basis. Specific focus will be given to the revenue and accrued expense accounts. 
 
 
  



SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES  

Finding 2018-003  

Statement of condition  
 
During the 2018 audit, the prior auditors noted that rent expense was recorded based on actual rent 
payments.  

Criteria and effect of conditions  
 
Rent expense should be recorded on the straight-line basis over the term of the lease. Management did not 
analyze the impact to the general ledger.  

A journal entry for $132,419 was required to correct rent expense.  

Recommendation  
We recommend that rent should be recorded based on the straight-line basis in the future.  

Management’s response  
We concur with the finding. The finding has been reviewed with management and staff. Corrective action 
has been taken and the rent is going to be recorded on the straight-line basis on a monthly basis.  

Prior year status  
During our 2019 audit, we noted that the outside accountant made adjustments to record the rent expense 
on a straight- line basis. However, additional adjustments were required to account for fixed operating 
expenses included in the lease agreements. We recommend the Charter School incorporate these fixed 
expenses into their calculation of deferred rent going forward.  

Management’s response  
We concur with the finding. The finding has been reviewed with the School management and staff. 
Corrective action and new procedures have been implemented to incorporate fixed operating expenses of 
the lease into the deferred rent calculation. This account will be reviewed and reconciled monthly.  

Current status  
During our 2020 audit, we noted the adjustments to record the rent expense on a straight line basis, 
includes the additional adjustments to account for fixed operating expenses included in the lease 
agreements were made. However, we noted an adjustment made to rent expense for $19,250 that needed 
to be reversed. We recommend the Charter School reconcile the accounts to ensure proper account 
balances.  

Management’s response  
We concur with the finding. This finding has been reviewed with the School management and finance 
staff. Corrective action has been taken so that rent, which is recorded on a straight-line basis with 
adjustments for fixed operating expenses included in the lease agreement, will be rereviewed and 
reconciled on a monthly basis by the finance team to ensure proper account balances.  
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:H KDYH DXGLWHG WKH DFFRPSDQ\LQJ ILQDQFLDO VWDWHPHQWV RI *UHDW 2DNV &KDUWHU 6FKRRO� ZKLFK FRPSULVH WKH VWDWHPHQW
RI ILQDQFLDO SRVLWLRQ DV RI -XQH ��� ����� DQG WKH UHODWHG VWDWHPHQWV RI DFWLYLWLHV DQG FKDQJHV LQ QHW DVVHWV� IXQFWLRQDO
H[SHQVHV� DQG FDVK IORZV IRU WKH \HDU WKHQ HQGHG� DQG WKH UHODWHG QRWHV WR WKH ILQDQFLDO VWDWHPHQWV�

Management’s Responsibility for the Financial Statements 

0DQDJHPHQW LV UHVSRQVLEOH IRU WKH SUHSDUDWLRQ DQG IDLU SUHVHQWDWLRQ RI WKHVH ILQDQFLDO VWDWHPHQWV LQ DFFRUGDQFH ZLWK
DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD� WKLV LQFOXGHV WKH GHVLJQ� LPSOHPHQWDWLRQ�
DQG PDLQWHQDQFH RI LQWHUQDO FRQWURO UHOHYDQW WR WKH SUHSDUDWLRQ DQG IDLU SUHVHQWDWLRQ RI ILQDQFLDO VWDWHPHQWV WKDW DUH
IUHH IURP PDWHULDO PLVVWDWHPHQW� ZKHWKHU GXH WR IUDXG RU HUURU�

Auditor’s Responsibility  

2XU UHVSRQVLELOLW\ LV WR H[SUHVV DQ RSLQLRQ RQ WKHVH ILQDQFLDO VWDWHPHQWV EDVHG RQ RXU DXGLW� :H FRQGXFWHG RXU DXGLW
LQ DFFRUGDQFH ZLWK DXGLWLQJ VWDQGDUGV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD DQG WKH VWDQGDUGV DSSOLFDEOH
WR ILQDQFLDO DXGLWV FRQWDLQHG LQ Government Auditing Standards LVVXHG E\ WKH &RPSWUROOHU *HQHUDO RI WKH 8QLWHG
6WDWHV� 7KRVH VWDQGDUGV UHTXLUH WKDW ZH SODQ DQG SHUIRUP WKH DXGLW WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH
ILQDQFLDO VWDWHPHQWV DUH IUHH IURP PDWHULDO PLVVWDWHPHQW�

$Q DXGLW LQYROYHV SHUIRUPLQJ SURFHGXUHV WR REWDLQ DXGLW HYLGHQFH DERXW WKH DPRXQWV DQG GLVFORVXUHV LQ WKH ILQDQFLDO
VWDWHPHQWV� 7KH SURFHGXUHV VHOHFWHG GHSHQG RQ WKH DXGLWRU¶V MXGJPHQW� LQFOXGLQJ WKH DVVHVVPHQW RI WKH ULVNV RI
PDWHULDO PLVVWDWHPHQW RI WKH ILQDQFLDO VWDWHPHQWV� ZKHWKHU GXH WR IUDXG RU HUURU� ,Q PDNLQJ WKRVH ULVN DVVHVVPHQWV�
WKH DXGLWRU FRQVLGHUV LQWHUQDO FRQWURO UHOHYDQW WR WKH HQWLW\¶V SUHSDUDWLRQ DQG IDLU SUHVHQWDWLRQ RI WKH ILQDQFLDO
VWDWHPHQWV LQ RUGHU WR GHVLJQ DXGLW SURFHGXUHV WKDW DUH DSSURSULDWH LQ WKH FLUFXPVWDQFHV� EXW QRW IRU WKH SXUSRVH RI
H[SUHVVLQJ DQ RSLQLRQ RQ WKH HIIHFWLYHQHVV RI WKH HQWLW\¶V LQWHUQDO FRQWURO� $FFRUGLQJO\� ZH H[SUHVV QR VXFK RSLQLRQ�
$Q DXGLW DOVR LQFOXGHV HYDOXDWLQJ WKH DSSURSULDWHQHVV RI DFFRXQWLQJ SROLFLHV XVHG DQG WKH UHDVRQDEOHQHVV RI
VLJQLILFDQW DFFRXQWLQJ HVWLPDWHV PDGH E\ PDQDJHPHQW� DV ZHOO DV HYDOXDWLQJ WKH RYHUDOO SUHVHQWDWLRQ RI WKH ILQDQFLDO
VWDWHPHQWV�
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:H EHOLHYH WKDW WKH DXGLW HYLGHQFH ZH KDYH REWDLQHG LV VXIILFLHQW DQG DSSURSULDWH WR SURYLGH D EDVLV IRU RXU DXGLW
RSLQLRQ�

Opinion 

,Q RXU RSLQLRQ� WKH ILQDQFLDO VWDWHPHQWV UHIHUUHG WR DERYH SUHVHQW IDLUO\� LQ DOO PDWHULDO UHVSHFWV� WKH ILQDQFLDO SRVLWLRQ
RI *UHDW 2DNV &KDUWHU 6FKRRO DV RI -XQH ��� ����� DQG WKH FKDQJHV LQ LWV QHW DVVHWV� IXQFWLRQDO H[SHQVHV DQG LWV FDVK
IORZV IRU WKH \HDU WKHQ HQGHG� LQ DFFRUGDQFH ZLWK DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI
$PHULFD�

Report on Summarized Comparative Information 

:H KDYH SUHYLRXVO\ DXGLWHG *UHDW 2DNV &KDUWHU 6FKRRO¶V -XQH ��� ���� ILQDQFLDO VWDWHPHQWV� DQG ZH H[SUHVVHG DQ
XQPRGLILHG RSLQLRQ RQ WKRVH DXGLWHG ILQDQFLDO VWDWHPHQWV LQ RXU UHSRUW GDWHG 2FWREHU ��� ����� ,Q RXU RSLQLRQ� WKH
VXPPDUL]HG FRPSDUDWLYH LQIRUPDWLRQ SUHVHQWHG KHUHLQ DV RI DQG IRU WKH \HDU HQGHG -XQH ��� ���� LV FRQVLVWHQW� LQ DOO
PDWHULDO UHVSHFWV� ZLWK WKH DXGLWHG ILQDQFLDO VWDWHPHQWV IURP ZKLFK LW KDV EHHQ GHULYHG�

2WKHU 5HSRUW 5HTXLUHG E\ Government Auditing Standards

,Q DFFRUGDQFH ZLWK Government Auditing Standards� ZH KDYH DOVR LVVXHG RXU UHSRUW GDWHG 2FWREHU ��� ���� RQ RXU
FRQVLGHUDWLRQ RI *UHDW 2DNV &KDUWHU 6FKRRO¶ LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DQG RQ RXU WHVWV RI LWV
FRPSOLDQFH ZLWK FHUWDLQ SURYLVLRQV RI ODZV� UHJXODWLRQV� FRQWUDFWV� DQG JUDQW DJUHHPHQWV DQG RWKHU PDWWHUV� 7KH
SXUSRVH RI WKDW UHSRUW LV WR GHVFULEH WKH VFRSH RI RXU WHVWLQJ RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DQG FRPSOLDQFH
DQG WKH UHVXOWV RI WKDW WHVWLQJ� DQG QRW WR SURYLGH DQ RSLQLRQ RQ LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ RU RQ
FRPSOLDQFH� 7KDW UHSRUW LV DQ LQWHJUDO SDUW RI DQ DXGLW SHUIRUPHG LQ DFFRUGDQFH ZLWK Government Auditing Standards
LQ FRQVLGHULQJ *UHDW 2DNV &KDUWHU 6FKRRO¶ LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DQG FRPSOLDQFH�

(PSKDVLV RI 0DWWHUV

$V GLVFXVVHG LQ 1RWH $ WR WKH ILQDQFLDO VWDWHPHQWV� LQ ����� *UHDW 2DNV &KDUWHU 6FKRRO DGRSWHG QHZ DFFRXQWLQJ
JXLGDQFH IRU UHFRJQLWLRQ RI UHYHQXH� FRQWULEXWLRQV UHFHLYHG DQG VWDWHPHQW RI FDVK IORZV SUHVHQWDWLRQ� 2XU RSLQLRQ LV
QRW PRGLILHG ZLWK UHVSHFW WR WKHVH PDWWHUV�

5RFKHVWHU� 1HZ <RUN
2FWREHU ��� ����
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&DVK LQ HVFURZ ������ ������

7RWDO FDVK DQG UHVWULFWHG FDVK VKRZQ
LQ WKH VWDWHPHQW RI FDVK IORZV ���������� ��������

<HDU HQGHG -XQH ���

7KH DFFRPSDQ\LQJ QRWHV DUH DQ LQWHJUDO SDUW RI WKH ILQDQFLDO VWDWHPHQWV�
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7KH &KDUWHU 6FKRRO
*UHDW 2DNV &KDUWHU 6FKRRO �WKH ³&KDUWHU 6FKRRO´� LV DQ HGXFDWLRQDO FRUSRUDWLRQ WKDW RSHUDWHV DV D FKDUWHU VFKRRO
LQ0DQKDWWDQ� 1HZ<RUN� 2Q 1RYHPEHU �� ����� WKH %RDUG RI 5HJHQWV DQG WKH %RDUG RI 7UXVWHHV RI WKH 8QLYHUVLW\
RI WKH 6WDWH RI 1HZ <RUN� IRU DQG RQ WKH EHKDOI RI WKH 6WDWH 'HSDUWPHQW RI (GXFDWLRQ JUDQWHG WKH &KDUWHU 6FKRRO
D FKDUWHU YDOLG IRU D WHUP RI ILYH \HDUV DQG UHQHZDEOH XSRQ H[SLUDWLRQ� ,Q -DQXDU\ ����� WKH &KDUWHU 6FKRRO ZDV
DZDUGHG D IRXU�\HDU UHQHZDO WKURXJK -XQH ��� ����� 7KH &KDUWHU 6FKRRO ZDV JUDQWHG D FKDUWHU IURP JUDGHV �����
7KH &KDUWHU 6FKRRO ZDV RUJDQL]HG WR FUHDWH D ULJRURXV� VXSSRUWLYH PLGGOH DQG KLJK VFKRRO SURJUDP WKDW HQVXUHV
LWV JUDGXDWHV KDYH WKH UHTXLVLWH NQRZOHGJH DQG KDELWV RI PLQG WR HDUQ D GHJUHH IURP D FRPSHWLWLYH IRXU�\HDU
FROOHJH RU 8QLYHUVLW\� 'XULQJ WKH ILVFDO \HDUV ���� DQG ����� WKH &KDUWHU 6FKRRO RSHUDWHG FODVVHV IRU ��� DQG
��� VWXGHQWV� UHVSHFWLYHO\� LQ JUDGHV � WKURXJK ��

%DVLV RI DFFRXQWLQJ
7KH &KDUWHU 6FKRRO PDLQWDLQV LWV ERRNV DQG UHFRUGV RQ WKH DFFUXDO EDVLV RI DFFRXQWLQJ LQ FRQIRUPLW\ ZLWK
DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD �*$$3��

&ODVVLILFDWLRQ RI QHW DVVHWV
7R HQVXUH REVHUYDQFH RI OLPLWDWLRQV DQG UHVWULFWLRQV SODFHG RQ WKH XVH RI UHVRXUFHV DYDLODEOH WR WKH &KDUWHU 6FKRRO�
WKH DFFRXQWV RI WKH &KDUWHU 6FKRRO DUH PDLQWDLQHG LQ DFFRUGDQFH ZLWK WKH SULQFLSOHV RI DFFRXQWLQJ IRU QRW�IRU�SURILW
&KDUWHU 6FKRROV� 7KLV LV WKH SURFHGXUH E\ ZKLFK UHVRXUFHV DUH FODVVLILHG IRU UHSRUWLQJ SXUSRVHV LQWR QHW DVVHW JURXSV�
HVWDEOLVKHG DFFRUGLQJ WR WKHLU QDWXUH DQG SXUSRVH� $FFRUGLQJO\� DOO ILQDQFLDO WUDQVDFWLRQV KDYH EHHQ UHFRUGHG DQG
UHSRUWHG E\ QHW DVVHW JURXS�

1HW DVVHWV� UHYHQXHV� JDLQV� DQG ORVVHV DUH FODVVLILHG EDVHG RQ WKH H[LVWHQFH RU DEVHQFH RI GRQRU RU JUDQWRU�LPSRVHG
UHVWULFWLRQV� $FFRUGLQJO\� QHW DVVHWV DQG FKDQJHV WKHUHLQ DUH FODVVLILHG DQG UHSRUWHG DV IROORZV�

Net Assets Without Donor Restrictions 
1HW DVVHWV DYDLODEOH IRU XVH LQ JHQHUDO RSHUDWLRQV DQG QRW VXEMHFW WR GRQRU �RU FHUWDLQ JUDQWRU� UHVWULFWLRQV� 7KH
%RDUG RI 7UXVWHHV KDV GLVFUHWLRQDU\ FRQWURO WR XVH WKHVH LQ FDUU\LQJ RQ RSHUDWLRQV LQ DFFRUGDQFH ZLWK WKH
JXLGHOLQHV HVWDEOLVKHG E\ WKH &KDUWHU 6FKRRO�

Net Assets With Donor Restrictions 
1HW DVVHWV VXEMHFW WR GRQRU �RU FHUWDLQ JUDQWRU� LPSRVHG UHVWULFWLRQV� 6RPH GRQRU�LPSRVHG UHVWULFWLRQV DUH
WHPSRUDU\ LQ QDWXUH� VXFK DV WKRVH WKDW ZLOO EH PHW E\ WKH SDVVDJH RI WLPH RU RWKHU HYHQWV VSHFLILHG E\ WKH GRQRU�
2WKHU GRQRU�LPSRVHG UHVWULFWLRQV DUH SHUSHWXDO LQ QDWXUH� ZKHUH WKH GRQRU VWLSXODWHV WKDW UHVRXUFHV EH
PDLQWDLQHG LQ SHUSHWXLW\� 'RQRU�LPSRVHG UHVWULFWLRQV DUH UHOHDVHG ZKHQ D UHVWULFWLRQ H[SLUHV� WKDW LV� ZKHQ WKH
VWLSXODWHG WLPH KDV HODSVHG� ZKHQ WKH VWLSXODWHG SXUSRVH IRU ZKLFK WKH UHVRXUFH ZDV UHVWULFWHG KDV EHHQ IXOILOOHG�
RU ERWK� 7KH &KDUWHU 6FKRRO KDG QR QHW DVVHWV ZLWK GRQRU UHVWULFWLRQV DW -XQH ��� ���� RU �����
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5HYHQXH UHFRJQLWLRQ
5HYHQXH IURP ([FKDQJH 7UDQVDFWLRQV� 7KH &KDUWHU 6FKRRO UHFRJQL]HV UHYHQXH LQ DFFRUGDQFH ZLWK )LQDQFLDO
$FFRXQWLQJ 6WDQGDUGV %RDUG �)$6%� $FFRXQWLQJ 6WDQGDUGV 8SGDWH �$68� �������� 5HYHQXH IURP &RQWUDFWV
ZLWK &XVWRPHUV� DV DPHQGHG� $68 ������� DSSOLHV WR H[FKDQJH WUDQVDFWLRQV ZLWK FXVWRPHUV WKDW DUH ERXQG E\
FRQWUDFWV RU VLPLODU DUUDQJHPHQWV DQG HVWDEOLVKHV D SHUIRUPDQFH REOLJDWLRQ DSSURDFK WR UHYHQXH UHFRJQLWLRQ�

7KH &KDUWHU 6FKRRO UHFRUGV VXEVWDQWLDOO\ DOO UHYHQXHV RYHU WLPH DV IROORZV�

3XEOLF VFKRRO GLVWULFW UHYHQXH
7KH &KDUWHU 6FKRRO UHFRJQL]HV UHYHQXH DV HGXFDWLRQDO SURJUDPPLQJ LV SURYLGHG WR VWXGHQWV WKURXJKRXW WKH \HDU�
7KH &KDUWHU 6FKRRO HDUQV SXEOLF VFKRRO GLVWULFW UHYHQXH EDVHG RQ WKH DSSURYHG SHU SXSLO WXLWLRQ UDWH RI WKH SXEOLF
VFKRRO GLVWULFW LQ ZKLFK WKH SXSLO UHVLGHV� 7KH DPRXQW UHFHLYHG HDFK \HDU IURP WKH UHVLGHQW GLVWULFW LV WKH SURGXFW
RI WKH DSSURYHG SHU SXSLO WXLWLRQ UDWH DQG WKH IXOO�WLPH HTXLYDOHQW VWXGHQW HQUROOPHQW RI WKH 6FKRRO� (DFK 1<6
VFKRRO GLVWULFW KDV D IL[HG SHU SXSLO WXLWLRQ UDWH ZKLFK LV FDOFXODWHG DQQXDOO\ E\ 1<6(' LQ DFFRUGDQFH ZLWK 1<6
(GXFDWLRQ /DZ� $PRXQWV DUH ELOOHG LQ DGYDQFH HYHU\ RWKHU PRQWK DQG SD\PHQWV DUH W\SLFDOO\ UHFHLYHG LQ VL[
LQVWDOOPHQWV GXULQJ WKH \HDU� $W WKH HQG RI HDFK VFKRRO \HDU� D UHFRQFLOLDWLRQ RI DFWXDO HQUROOPHQW WR ELOOHG
HQUROOPHQW LV SHUIRUPHG DQG DQ\ DGGLWLRQDO DPRXQWV GXH RU H[FHVV IXQGV UHFHLYHG DUH DJUHHG XSRQ EHWZHHQ WKH
&KDUWHU 6FKRRO DQG WKH GLVWULFW�V� DQG DUH SDLG RU UHFRXSHG� $GGLWLRQDO IXQGLQJ LV DYDLODEOH IRU VWXGHQWV UHTXLULQJ
VSHFLDO HGXFDWLRQ VHUYLFHV� 7KH DPRXQW RI DGGLWLRQDO IXQGLQJ LV GHSHQGHQW XSRQ WKH OHQJWK RI WLPH DQG W\SHV RI
VHUYLFHV SURYLGHG E\ WKH &KDUWHU 6FKRRO WR HDFK VWXGHQW� VXEMHFW WR D PD[LPXP DPRXQW EDVHG XSRQ D VHW UDWH IRU
HDFK GLVWULFW DV FDOFXODWHG E\ 1<6('�

5HQWDO DVVLVWDQFH
)DFLOLWLHV UHQWDO DVVLVWDQFH IXQGLQJ LV SURYLGHG E\ WKH 1HZ<RUN &LW\ 'HSW RI (GXFDWLRQ �1<&'2(� WR TXDOLI\LQJ
FKDUWHU VFKRROV ORFDWHG LQ WKH ILYH ERURXJKV RI 1<&� ,Q RUGHU WR UHFHLYH UHQWDO DVVLVWDQFH IXQGLQJ� D FKDUWHU VFKRRO
PXVW KDYH FRPPHQFHG LQVWUXFWLRQ RU DGGHG JUDGH OHYHOV LQ WKH ������� VFKRRO \HDU RU WKHUHDIWHU� DQG JR WKURXJK
D VSDFH UHTXHVW SURFHVV ZLWK WKH 1<&'2(� ,I 1<&'2( LV QRW DEOH WR SURYLGH DGHTXDWH VSDFH� WKH FKDUWHU VFKRRO
FDQ EHFRPH HOLJLEOH IRU UHQWDO DVVLVWDQFH� 5HQWDO DVVLVWDQFH LV FDOFXODWHG DV WKH OHVVHU RI ��� RI WKH SHU�SXSLO
WXLWLRQ UDWH IRU 1<& WLPHV WKH QXPEHU RI VWXGHQWV HQUROOHG� RU DFWXDO WRWDO UHQWDO FRVWV� $V UHQWDO DVVLVWDQFH LV
EDVHG RQ WKH QXPEHU RI VWXGHQWV HQUROOHG� UHYHQXH LV UHFRJQL]HG WKURXJKRXW WKH \HDU DV HGXFDWLRQDO SURJUDPPLQJ
LV SURYLGHG WR VWXGHQWV�

7KH IROORZLQJ WDEOH VXPPDUL]HV FRQWUDFW EDODQFHV DW WKHLU UHVSHFWLYH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ GDWHV�

���� ���� ����

*UDQWV DQG FRQWUDFWV UHFHLYDEOHV ������� ������ �������

-XQH ���



*5($7 2$.6 &+$57(5 6&+22/

127(6 72 ),1$1&,$/ 67$7(0(176� &RQW¶G

-81( ��� ����
�:LWK &RPSDUDWLYH 7RWDOV IRU �����

� �� �

127( $� 7+( &+$57(5 6&+22/ $1' 6800$5< 2) 6,*1,),&$17 $&&2817,1* 32/,&,(6� &RQW¶G

&RQWULEXWLRQV
7KH &KDUWHU 6FKRRO UHFRJQL]HV FRQWULEXWLRQV ZKHQ FDVK� VHFXULWLHV RU RWKHU DVVHWV� DQ XQFRQGLWLRQDO SURPLVH WR
JLYH� RU D QRWLILFDWLRQ RI D EHQHILFLDO LQWHUHVW LV UHFHLYHG� &RQGLWLRQDO SURPLVHV WR JLYH� WKDW LV� WKRVH ZLWK D
PHDVXUDEOH SHUIRUPDQFH RU RWKHU EDUULHU� DQG D ULJKW RI UHWXUQ� DUH QRW UHFRJQL]HG XQWLO WKH FRQGLWLRQV RQ ZKLFK
WKH\ GHSHQG KDYH EHHQ VXEVWDQWLDOO\ PHW�

&RQWULEXWLRQV DQG XQFRQGLWLRQDO SURPLVHV WR JLYH DUH UHFRUGHG DV UHYHQXH LQ WKH DSSURSULDWH FODVV RI QHW DVVHWV
GHSHQGLQJ RQ WKH H[LVWHQFH RI DQ\ GRQRU UHVWULFWLRQV� $ FRQWULEXWLRQ WKDW LV UHFHLYHG DQG H[SHQGHG LQ WKH VDPH
SHULRG IRU D VSHFLILF SXUSRVH LV FODVVLILHG DV UHYHQXH ZLWKRXW GRQRU UHVWULFWLRQV�

*UDQW UHYHQXH
6RPH RI WKH &KDUWHU 6FKRRO¶V UHYHQXH LV GHULYHG IURP FRVW�UHLPEXUVDEOH IHGHUDO DQG VWDWH FRQWUDFWV DQG JUDQWV�
ZKLFK DUH FRQGLWLRQHG XSRQ FHUWDLQ SHUIRUPDQFH UHTXLUHPHQWV DQG�RU WKH LQFXUUHQFH RI DOORZDEOH TXDOLI\LQJ
H[SHQVHV� $PRXQWV UHFHLYHG DUH UHFRJQL]HG DV UHYHQXH ZKHQ WKH &KDUWHU 6FKRRO KDV LQFXUUHG H[SHQGLWXUHV LQ
FRPSOLDQFH ZLWK VSHFLILF FRQWUDFW RU JUDQW SURYLVLRQV� &HUWDLQ JUDQWV DUH VXEMHFW WR DXGLW DQG UHWURDFWLYH
DGMXVWPHQWV E\ LWV IXQGHUV� $Q\ FKDQJHV UHVXOWLQJ IURP WKHVH DXGLWV DUH UHFRJQL]HG LQ WKH \HDU WKH\ EHFRPH
NQRZQ� 4XDOLI\LQJ H[SHQGLWXUHV WKDW KDYH EHHQ LQFXUUHG EXW DUH \HW WR EH UHLPEXUVHG DUH UHSRUWHG DV JUDQWV
UHFHLYDEOH LQ WKH DFFRPSDQ\LQJ VWDWHPHQW RI ILQDQFLDO SRVLWLRQ� $PRXQWV UHFHLYHG SULRU WR LQFXUULQJ TXDOLI\LQJ
H[SHQGLWXUHV DUH UHSRUWHG DV GHIHUUHG UHYHQXH LQ WKH DFFRPSDQ\LQJ VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DQG DPRXQWHG
WR ������� DW -XQH ��� ����� 7KH 2UJDQL]DWLRQ UHFHLYHG FRVW�UHLPEXUVHPHQW JUDQWV RI DSSUR[LPDWHO\ �������
DQG ������� WKDW KDYH QRW EHHQ UHFRJQL]HG DW -XQH ��� ���� DQG ����� UHVSHFWLYHO\� EHFDXVH TXDOLI\LQJ
H[SHQGLWXUHV KDYH QRW \HW EHHQ LQFXUUHG�

&DVK
&DVK EDODQFHV DUH PDLQWDLQHG DW ILQDQFLDO LQVWLWXWLRQV ORFDWHG LQ 1HZ <RUN DQG DUH LQVXUHG E\ WKH )HGHUDO 'HSRVLW
,QVXUDQFH &RUSRUDWLRQ XS WR �������� DW HDFK LQVWLWXWLRQ� ,Q WKH QRUPDO FRXUVH RI EXVLQHVV� WKH FDVK DFFRXQW
EDODQFHV DW DQ\ JLYHQ WLPH PD\ H[FHHG LQVXUHG OLPLWV� +RZHYHU� WKH &KDUWHU 6FKRRO KDV QRW H[SHULHQFHG DQ\
ORVVHV LQ VXFK DFFRXQWV DQG GRHV QRW EHOLHYH LW LV H[SRVHG WR VLJQLILFDQW ULVN LQ FDVK�

&DVK LQ HVFURZ
7KH &KDUWHU 6FKRRO PDLQWDLQV FDVK LQ DQ HVFURZ DFFRXQW� SXUVXDQW WR LWV &KDUWHU $JUHHPHQW� WR SD\ RII H[SHQVHV
LQ WKH HYHQW RI GLVVROXWLRQ RI WKH &KDUWHU 6FKRRO� 7KH DPRXQW LQ HVFURZ ZDV DSSUR[LPDWHO\ ������� DW -XQH ���
���� DQG �����

*UDQWV DQG FRQWUDFWV UHFHLYDEOHV
*UDQWV DQG FRQWUDFWV UHFHLYDEOHV DUH VWDWHG DW WKH DPRXQW PDQDJHPHQW H[SHFWV WR FROOHFW IURP RXWVWDQGLQJ EDODQFHV�
0DQDJHPHQW SURYLGHV IRU SUREDEOH XQFROOHFWLEOH DPRXQWV EDVHG RQ LWV DVVHVVPHQW RI WKH FXUUHQW VWDWXV RI LQGLYLGXDO
UHFHLYDEOHV IURP JUDQWV� DJHQFLHV DQG RWKHUV� %DODQFHV WKDW DUH VWLOO RXWVWDQGLQJ DIWHU PDQDJHPHQW KDV XVHG
UHDVRQDEOH FROOHFWLRQ HIIRUWV DUH ZULWWHQ RII DJDLQVW WKH DOORZDQFH IRU GRXEWIXO DFFRXQWV� 7KHUH ZDV QR DOORZDQFH
IRU GRXEWIXO DFFRXQWV DW -XQH ��� ���� DQG �����
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3URSHUW\ DQG HTXLSPHQW
3URSHUW\ DQG HTXLSPHQW DUH UHFRUGHG DW FRVW� 'HSUHFLDWLRQ DQG DPRUWL]DWLRQ DUH FRPSXWHG XVLQJ WKH VWUDLJKW�OLQH
PHWKRG RQ D EDVLV FRQVLGHUHG DGHTXDWH WR GHSUHFLDWH WKH DVVHWV RYHU WKHLU HVWLPDWHG XVHIXO OLYHV� ZKLFK UDQJH
IURP WKUHH WR VHYHQ \HDUV� ,WHPV ZLWK D FRVW RI ������ RU PRUH DQG DQ HVWLPDWHG XVHIXO OLIH RI PRUH WKDQ RQH \HDU
DUH FDSLWDOL]HG� /HDVHKROG LPSURYHPHQWV DUH EHLQJ DPRUWL]HG RYHU WKH WHUP RI WKH OHDVH RU WKH XVHIXO OLIH RI WKH
LPSURYHPHQW� ZKLFKHYHU LV VKRUWHU�

'HIHUUHG OHDVH OLDELOLW\
7KH &KDUWHU 6FKRRO OHDVHV LWV IDFLOLW\� 7KH OHDVH FRQWDLQV SUH�GHWHUPLQHG IL[HG HVFDODWLRQV RI WKH EDVH UHQW� ,Q
DFFRUGDQFH ZLWK *$$3� WKH &KDUWHU 6FKRRO UHFRJQL]HV WKH UHODWHG UHQW H[SHQVH RQ D VWUDLJKW�OLQH EDVLV DQG
UHFRUGV WKH GLIIHUHQFH EHWZHHQ WKH UHFRJQL]HG UHQWDO H[SHQVH DQG WKH DPRXQWV SDLG XQGHU WKH OHDVH DV D GHIHUUHG
OHDVH OLDELOLW\�

7D[ H[HPSW VWDWXV
7KH &KDUWHU 6FKRRO LV D WD[�H[HPSW RUJDQL]DWLRQ XQGHU VHFWLRQ ����F���� RI WKH ,QWHUQDO 5HYHQXH &RGH DQG
DSSOLFDEOH VWDWH UHJXODWLRQV DQG� DFFRUGLQJO\� LV H[HPSW IURP IHGHUDO DQG VWDWH WD[HV RQ LQFRPH�

7KH &KDUWHU 6FKRRO ILOHV )RUP ��� WD[ UHWXUQV LQ WKH 8�6� IHGHUDO MXULVGLFWLRQ� 7KH WD[ UHWXUQV IRU WKH \HDUV HQGHG
-XQH ��� ���� WKURXJK -XQH ��� ���� DUH VWLOO VXEMHFW WR SRWHQWLDO DXGLW E\ WKH ,56� 0DQDJHPHQW RI WKH &KDUWHU
6FKRRO EHOLHYHV LW KDV QR PDWHULDO XQFHUWDLQ WD[ SRVLWLRQV DQG� DFFRUGLQJO\ LW ZLOO QRW UHFRJQL]H DQ\ OLDELOLW\ IRU
XQUHFRJQL]HG WD[ EHQHILWV�

0DUNHWLQJ FRVWV
7KH &KDUWHU 6FKRRO H[SHQVHV PDUNHWLQJ FRVWV DV WKH\ DUH LQFXUUHG� 7RWDO PDUNHWLQJ DQG UHFUXLWLQJ FRVWV
DSSUR[LPDWHG ������� DQG ������� IRU WKH \HDUV HQGHG -XQH ��� ���� DQG ����� UHVSHFWLYHO\�

&RQWULEXWHG VHUYLFHV
7KH &KDUWHU 6FKRRO UHFHLYHV WUDQVSRUWDWLRQ VHUYLFHV� PHWUR FDUGV� FHUWDLQ VSHFLDO HGXFDWLRQ VHUYLFHV DQG SK\VLFDO�
RFFXSDWLRQDO� YLVLRQ� KHDULQJ� DQG VSHHFK WKHUDS\ IRU VWXGHQWV IURP WKH ORFDO GLVWULFW� 7KH &KDUWHU 6FKRRO ZDV
XQDEOH WR GHWHUPLQH D YDOXH IRU WKHVH VHUYLFHV�

,Q�NLQG FRQWULEXWLRQV
*LIWV DQG GRQDWLRQV RWKHU WKDQ FDVK DUH UHFRUGHG DW IDLU PDUNHW YDOXH DW WKH GDWH RI FRQWULEXWLRQ� ,Q�NLQG
FRQWULEXWLRQV FRQVLVW RI VHUYLFHV RI WXWRUV SDLG IRU E\ *UHDW 2DNV )RXQGDWLRQ� ,QF� 7KH &KDUWHU 6FKRRO UHFHLYHG
DSSUR[LPDWHO\ �������� DQG �������� RI LQ�NLQG VHUYLFHV GXULQJ WKH \HDUV HQGHG -XQH ��� ���� DQG �����
UHVSHFWLYHO\� ,Q DGGLWLRQ� WKH &KDUWHU 6FKRRO UHFHLYHG GRQDWHG WH[W ERRNV YDOXHG DW ������� GXULQJ WKH \HDU HQGHG
-XQH ��� �����

8VH RI HVWLPDWHV LQ WKH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWV
7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWV LQ FRQIRUPLW\ ZLWK DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG
6WDWHV RI $PHULFD UHTXLUHV PDQDJHPHQW WR PDNH HVWLPDWHV DQG DVVXPSWLRQV WKDW DIIHFW WKH UHSRUWHG DPRXQWV RI
DVVHWV DQG OLDELOLWLHV DQG GLVFORVXUH RI FRQWLQJHQW DVVHWV DQG OLDELOLWLHV DW WKH GDWH RI WKH ILQDQFLDO VWDWHPHQWV DQG
WKH UHSRUWHG DPRXQWV RI UHYHQXH DQG H[SHQVHV GXULQJ WKH UHSRUWLQJ SHULRG� $FWXDO UHVXOWV FRXOG GLIIHU IURP WKRVH
HVWLPDWHV�
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&RPSDUDWLYHV IRU \HDU HQGHG -XQH ��� ����
7KH ILQDQFLDO VWDWHPHQWV LQFOXGH FHUWDLQ SULRU \HDU VXPPDUL]HG FRPSDUDWLYH LQIRUPDWLRQ LQ WRWDO EXW QRW E\ QHW
DVVHW FODVV RU IXQFWLRQDO FODVVLILFDWLRQ� 6XFK LQIRUPDWLRQ GRHV QRW LQFOXGH VXIILFLHQW GHWDLO WR FRQVWLWXWH D
SUHVHQWDWLRQ LQ FRQIRUPLW\ ZLWK DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD�
$FFRUGLQJO\� VXFK LQIRUPDWLRQ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK WKH &KDUWHU 6FKRRO¶V ILQDQFLDO VWDWHPHQWV IRU
WKH \HDU HQGHG -XQH ��� ����� IURP ZKLFK WKH VXPPDUL]HG LQIRUPDWLRQ ZDV GHULYHG�

$GRSWLRQ RI QHZ DFFRXQWLQJ VWDQGDUGV

5HYHQXH IURP FRQWUDFWV ZLWK FXVWRPHUV
,Q 0D\ ����� WKH )LQDQFLDO $FFRXQWLQJ 6WDQGDUGV %RDUG �³)$6%´� LVVXHG D QHZ VWDQGDUG UHODWHG WR UHYHQXH
UHFRJQLWLRQ� 8QGHU WKH VWDQGDUG� UHYHQXH LV UHFRJQL]HG ZKHQ D FXVWRPHU REWDLQV FRQWURO RI SURPLVHG JRRGV
RU VHUYLFHV LQ DQ DPRXQW WKDW UHIOHFWV WKH FRQVLGHUDWLRQ WKH HQWLW\ H[SHFWV WR UHFHLYH LQ H[FKDQJH IRU WKRVH
JRRGV RU VHUYLFHV� )RU QRQSXEOLF HQWLWLHV� WKH JXLGDQFH LQ WKLV QHZ VWDQGDUG LV HIIHFWLYH IRU DQQXDO UHSRUWLQJ
SHULRGV EHJLQQLQJ DIWHU 'HFHPEHU ��� ����� DQG LQWHULP UHSRUWLQJ SHULRGV ZLWKLQ DQQXDO UHSRUWLQJ SHULRGV
EHJLQQLQJ DIWHU 'HFHPEHU ��� ����� 7KH &KDUWHU 6FKRRO DGRSWHG $6& ��� ZLWK WKH GDWH RI LQLWLDO DSSOLFDWLRQ
RI -XO\ �� �����

7KH &KDUWHU 6FKRRO DSSOLHG $6& ��� XVLQJ WKH FXPXODWLYH HIIHFW PHWKRG� ZKLFK JHQHUDOO\ UHTXLUHV WKH
UHFRJQLWLRQ RI WKH FXPXODWLYH HIIHFW RI LQLWLDOO\ DSSO\LQJ WKH QHZ JXLGDQFH DV DQ DGMXVWPHQW WR WKH RSHQLQJ
EDODQFH RI QHW DVVHWV� DW -XO\ �� ����� 7KHUH ZDV QR DGMXVWPHQW WR WKH RSHQLQJ EDODQFH RI QHW DVVHWV DW -XO\ ��
����� DV D UHVXOW RI WKLV QHZ DFFRXQWLQJ VWDQGDUG� ,Q DGGLWLRQ� WKH FRPSDUDWLYH LQIRUPDWLRQ KDV QRW EHHQ
DGMXVWHG DQG FRQWLQXHV WR EH UHSRUWHG XQGHU H[LVWLQJ UHYHQXH JXLGDQFH� 7KH &KDUWHU 6FKRRO GRHV QRW H[SHFW
WKH DGRSWLRQ RI WKH QHZ UHYHQXH VWDQGDUG WR KDYH D PDWHULDO LPSDFW RQ LWV LQFRPH RQ DQ RQJRLQJ EDVLV�

$V SDUW RI WKH DGRSWLRQ RI $6& ���� WKH &KDUWHU 6FKRRO HOHFWHG WR XVH WKH IROORZLQJ WUDQVLWLRQ SUDFWLFDO
H[SHGLHQWV� ��� DOO FRQWUDFW PRGLILFDWLRQV WKDW RFFXUUHG SULRU WR WKH GDWH RI LQLWLDO DSSOLFDWLRQ ZKHQ LGHQWLI\LQJ
WKH VDWLVILHG DQG XQVDWLVILHG SHUIRUPDQFH REOLJDWLRQ� GHWHUPLQLQJ WKH WUDQVDFWLRQ SULFH� DQG DOORFDWLQJ WKH
WUDQVDFWLRQ SULFH KDYH EHHQ UHIOHFWHG LQ WKH DJJUHJDWH� DQG ��� $6& ��� LV DSSOLHG RQO\ WR FRQWUDFWV WKDW DUH
QRW FRPSOHWHG DW WKH LQLWLDO GDWH RI DSSOLFDWLRQ� %HFDXVH FRQWUDFW PRGLILFDWLRQV DUH PLQLPDO� WKHUH LV QRW D
VLJQLILFDQW LPSDFW DV D UHVXOW RI HOHFWLQJ WKHVH SUDFWLFDO H[SHGLHQWV�

&RQWULEXWLRQV UHFHLYHG DQG FRQWULEXWLRQV PDGH
,Q -XQH ����� )$6% LVVXHG $FFRXQWLQJ 6WDQGDUGV 8SGDWH �$68� �������� ³&ODULI\LQJ WKH 6FRSH DQG WKH
$FFRXQWLQJ *XLGDQFH IRU &RQWULEXWLRQV 5HFHLYHG DQG &RQWULEXWLRQV 0DGH´� $68 ������� DVVLVWV HQWLWLHV
LQ HYDOXDWLQJ ZKHWKHU WUDQVDFWLRQV VKRXOG EH DFFRXQWHG IRU DV FRQWULEXWLRQV RU H[FKDQJH WUDQVDFWLRQV DQG
GHWHUPLQLQJ ZKHWKHU D FRQWULEXWLRQ LV FRQGLWLRQDO� )RU PRVW UHVRXUFH UHFLSLHQWV� WKLV VWDQGDUG LV HIIHFWLYH IRU
DQQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ DIWHU 'HFHPEHU ��� ����� 7KH &KDUWHU 6FKRRO DGRSWHG WKH SURYLVLRQV RI
$68 ������� DSSOLFDEOH WR FRQWULEXWLRQV UHFHLYHG ZLWK D GDWH RI LQLWLDO DSSOLFDWLRQ RI -XO\ �� ���� XQGHU D
PRGLILHG SURVSHFWLYH EDVLV� $FFRUGLQJO\� WKHUH LV QR HIIHFW RQ QHW DVVHWV�
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6WDWHPHQW RI FDVK IORZV
,Q 1RYHPEHU ����� WKH )$6% LVVXHG QHZ JXLGDQFH UHODWHG WR WKH VWDWHPHQW RI FDVK IORZV �$6& ����� ZKLFK
UHTXLUHV HQWLWLHV WR LQFOXGH UHVWULFWHG FDVK LQ WKH UHFRQFLOLDWLRQ RI WKH EHJLQQLQJ�RI�\HDU WR WKH HQG�RI�\HDU RI
FDVK LQ WKH VWDWHPHQW RI FDVK IORZV� $6& ��� LV HIIHFWLYH IRU DQQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ DIWHU
'HFHPEHU ��� ����� DQG LQWHULP SHULRGV ZLWKLQ ILVFDO \HDUV EHJLQQLQJ DIWHU 'HFHPEHU ��� ����� 7KH &KDUWHU
6FKRRO DGRSWHG WKLV VWDQGDUG DV RI -XO\ �� ���� XVLQJ WKH UHWURVSHFWLYH WUDQVLWLRQ PHWKRG�

1HZ DFFRXQWLQJ SURQRXQFHPHQW � OHDVHV
,Q )HEUXDU\ ����� WKH )$6% LVVXHG D QHZ VWDQGDUG UHODWHG WR OHDVHV WR LQFUHDVH WUDQVSDUHQF\ DQG FRPSDUDELOLW\
DPRQJ HQWLWLHV E\ UHTXLULQJ WKH UHFRJQLWLRQ RI ULJKW�RI�XVH �³528´� DVVHWV DQG OHDVH OLDELOLWLHV RQ WKH EDODQFH
VKHHW� 0RVW SURPLQHQW DPRQJ WKH FKDQJHV LQ WKH VWDQGDUG LV WKH UHFRJQLWLRQ RI 528 DVVHWV DQG OHDVH OLDELOLWLHV
E\ OHVVHHV IRU WKRVH OHDVHV FODVVLILHG DV RSHUDWLQJ OHDVHV XQGHU FXUUHQW 8�6� *$$3� )RU QRQSXEOLF HQWLWLHV� WKH
)$6% YRWHG RQ 0D\ ��� ����� WR H[WHQG WKH JXLGDQFH LQ WKLV QHZ VWDQGDUG WR EH HIIHFWLYH IRU ILVFDO \HDUV
EHJLQQLQJ DIWHU 'HFHPEHU ��� ����� DQG LQWHULP SHULRGV ZLWKLQ ILVFDO \HDUV EHJLQQLQJ DIWHU 'HFHPEHU ��� �����
7KH VWDQGDUG LV FXUUHQWO\ HIIHFWLYH IRU WKH &KDUWHU 6FKRRO¶V ILVFDO \HDU HQGLQJ -XQH ��� ����� 7KH &KDUWHU 6FKRRO
LV FXUUHQWO\ HYDOXDWLQJ WKH SURYLVLRQV RI WKLV VWDQGDUG WR GHWHUPLQH WKH LPSDFW WKH QHZ VWDQGDUG ZLOO KDYH RQ WKH
&KDUWHU 6FKRRO¶V ILQDQFLDO SRVLWLRQ RU UHVXOWV RI RSHUDWLRQV�

5HFODVVLILFDWLRQV
&HUWDLQ SULRU \HDU DPRXQWV KDYH EHHQ UHFODVVLILHG WR FRQIRUP ZLWK WKH FXUUHQW \HDU SUHVHQWDWLRQ�

6XEVHTXHQW HYHQWV
7KH &KDUWHU 6FKRRO KDV FRQGXFWHG DQ HYDOXDWLRQ RI SRWHQWLDO VXEVHTXHQW HYHQWV RFFXUULQJ DIWHU WKH VWDWHPHQW RI
ILQDQFLDO SRVLWLRQ GDWH 2FWREHU ��� ����� ZKLFK LV WKH GDWH WKH ILQDQFLDO VWDWHPHQWV DUH DYDLODEOH WR EH LVVXHG� 1R
VXEVHTXHQW HYHQWV UHTXLULQJ GLVFORVXUH ZHUH QRWHG�

127( %� /,48,',7< $1' $9$,/$%,/,7<

7KH &KDUWHU 6FKRRO UHJXODUO\ PRQLWRUV OLTXLGLW\ UHTXLUHG WR PHHW LWV RSHUDWLQJ QHHGV DQG RWKHU FRQWUDFWXDO
FRPPLWPHQWV� 7KH &KDUWHU 6FKRRO¶V PDLQ VRXUFH RI OLTXLGLW\ LV LWV FDVK DFFRXQWV�

)RU SXUSRVHV RI DQDO\]LQJ UHVRXUFHV DYDLODEOH WR PHHW JHQHUDO H[SHQGLWXUHV RYHU D ���PRQWK SHULRG� WKH &KDUWHU
6FKRRO FRQVLGHUV DOO H[SHQGLWXUHV UHODWHG WR LWV RQJRLQJ DFWLYLWLHV RI WHDFKLQJ� DQG SXEOLF VHUYLFH DV ZHOO DV WKH
FRQGXFW RI VHUYLFHV XQGHUWDNHQ WR VXSSRUW WKRVH DFWLYLWLHV WR EH JHQHUDO H[SHQGLWXUHV�

,Q DGGLWLRQ WR ILQDQFLDO DVVHWV DYDLODEOH WR PHHW JHQHUDO H[SHQGLWXUHV RYHU WKH QH[W �� PRQWKV� WKH &KDUWHU 6FKRRO
RSHUDWHV ZLWK D EDODQFHG EXGJHW DQG DQWLFLSDWHV FROOHFWLQJ VXIILFLHQW UHYHQXH WR FRYHU JHQHUDO H[SHQGLWXUHV QRW
FRYHUHG E\ GRQRU�UHVWULFWHG UHVRXUFHV� 5HIHU WR WKH VWDWHPHQW RI FDVK IORZV ZKLFK LGHQWLILHV WKH VRXUFHV DQG XVHV
RI WKH &KDUWHU 6FKRRO¶V FDVK DQG VKRZV SRVLWLYH FDVK JHQHUDWHG E\ RSHUDWLRQV IRU ILVFDO \HDUV ���� DQG �����
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)LQDQFLDO DVVHWV DYDLODEOH IRU JHQHUDO H[SHQGLWXUH� WKDW LV� ZLWKRXW GRQRU RU RWKHU UHVWULFWLRQV OLPLWLQJ WKHLU XVH�
ZLWKLQ RQH \HDU RI WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ GDWH� FRPSULVH WKH IROORZLQJ DW -XQH ��� ���� DQG �����

���� ����

&DVK �������� ��������
*UDQWV DQG FRQWUDFWV UHFHLYDEOHV ������ ������

7RWDO ILQDQFLDO DVVHWV DYDLODEOH WR PDQDJHPHQW
IRU JHQHUDO H[SHQGLWXUHV ZLWKLQ RQH \HDU ���������� ��������

-XQH ���

127( &� 3523(57< $1' (48,30(17

3URSHUW\ DQG HTXLSPHQW FRQVLVW RI WKH IROORZLQJ�

���� ����

(TXLSPHQW �������� ��������
)XUQLWXUH DQG IL[WXUHV ������� �������
6RIWZDUH ������ ������
/HDVHKROG LPSURYHPHQWV ��������� ���������

��������� ���������
/HVV DFFXPXODWHG GHSUHFLDWLRQ ��������� ���������

�������� ��������

-XQH ���
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2Q -XQH ��� ����� WKH &KDUWHU 6FKRRO HQWHUHG LQWR D VXEOHDVH IRU WKH WKLUG IORRU LQ WKHLU ORFDWLRQ DW 'HODQFH\
6WUHHW� 1HZ <RUN� 7KH OHDVH FRPPHQFHG RQ -XO\ �� ���� DQG H[SLUHV RQ )HEUXDU\ ��� ����� 2Q 0D\ �� ����� WKH
&KDUWHU 6FKRRO HQWHUHG LQWR D OHDVH IRU WKH VHFRQG IORRU LQ WKHLU ORFDWLRQ DW 'HODQFH\ 6WUHHW� 1HZ <RUN� 7KH UHQW
FRPPHQFHPHQW GDWH ZDV -XO\ �� ����� 5HQW H[SHQVH IRU WKH \HDUV HQGHG -XQH ��� ���� DQG ���� ZDV
DSSUR[LPDWHO\ ���������� DQG ���������� UHVSHFWLYHO\�

7KH &KDUWHU 6FKRRO DOVR OHDVHV VHYHUDO DSDUWPHQW XQLWV WR SURYLGH WXWRUV ZLWK KRXVLQJ� /HDVHV DUH UHQHZHG
DQQXDOO\ DQG UHQW H[SHQVH IRU WXWRU KRXVLQJ IRU WKH \HDUV HQGHG -XQH ��� ���� DQG ���� ZDV DSSUR[LPDWHO\
�������� DQG �������� UHVSHFWLYHO\�

7KH IXWXUH PLQLPXP SD\PHQWV UHTXLUHG XQGHU WKHVH DJUHHPHQWV DUH DSSUR[LPDWHO\ DV IROORZV�

<HDU HQGLQJ -XQH ��� $PRXQW

���� ����������
���� �������

����������

127( (� &217,1*(1&<

&HUWDLQ JUDQWV DQG FRQWUDFWV PD\ EH VXEMHFW WR DXGLW E\ IXQGLQJ VRXUFHV� 6XFK DXGLWV PLJKW UHVXOW LQ GLVDOORZDQFH
RI FRVWV VXEPLWWHG IRU UHLPEXUVHPHQW E\ WKH &KDUWHU 6FKRRO� 0DQDJHPHQW LV RI WKH RSLQLRQ WKDW VXFK
GLVDOORZDQFHV� LI DQ\� ZLOO QRW KDYH D PDWHULDO HIIHFW RQ WKH DFFRPSDQ\LQJ ILQDQFLDO VWDWHPHQWV� $FFRUGLQJO\� QR
DPRXQWV KDYH EHHQ SURYLGHG LQ WKH DFFRPSDQ\LQJ ILQDQFLDO VWDWHPHQWV IRU VXFK SRWHQWLDO FODLPV�

127( )� &21&(175$7,216

)RU WKH \HDUV HQGHG -XQH ��� ���� DQG ����� DSSUR[LPDWHO\ ��� DQG ��� RI WRWDO RSHUDWLQJ UHYHQXH DQG VXSSRUW
FDPH IURP SHU�SXSLO IXQGLQJ SURYLGHG E\ 1HZ <RUN 6WDWH WKURXJK WKH 1HZ <RUN &LW\ 'HSDUWPHQW RI (GXFDWLRQ�
UHVSHFWLYHO\� 7KH SHU�SXSLO UDWH LV VHW DQQXDOO\ E\ WKH 6WDWH EDVHG RQ WKH VFKRRO GLVWULFW LQ ZKLFK WKH &KDUWHU
6FKRRO¶V VWXGHQWV DUH ORFDWHG�
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7KH &KDUWHU 6FKRRO HQWHUHG LQWR DQ DFDGHPLF� WXWRU DQG EXVLQHVV VHUYLFH DJUHHPHQW ZLWK *UHDW 2DNV )RXQGDWLRQ�
,QF� �³*2)´�� D QRW�IRU�SURILW RUJDQL]DWLRQ GHGLFDWHG WR KHOS VWDUW DQG UXQ FKDUWHU VFKRROV� 7KH DJUHHPHQW
SURYLGHV DFDGHPLF� PDQDJHPHQW DQG RWKHU DGPLQLVWUDWLYH VXSSRUW VHUYLFHV WR WKH &KDUWHU 6FKRRO� 3XUVXDQW WR WKH
WHUPV RI WKH DJUHHPHQW� WKH &KDUWHU 6FKRRO VKDOO SD\ *2) D VHUYLFH IHH HTXLYDOHQW WR ���� RI WKH EXGJHWHG
QRQFRPSHWLWLYH SXEOLF UHYHQXH RI WKH VFKRRO IRU WKH \HDU� $GGLWLRQDOO\� LQ ���� WKH DJUHHPHQW ZDV DPHQGHG WR
LQFOXGH DQ DGGLWLRQDO VHUYLFH IHH IURP WKH &KDUWHU 6FKRRO IRU HDFK WXWRU� VWDII DQG WHDFKHU WR WKH &KDUWHU 6FKRRO�
7KH FXUUHQW DJUHHPHQW LV HIIHFWLYH WKURXJK -XQH ��� ����� KRZHYHU� WKH DJUHHPHQW DXWRPDWLFDOO\ UHQHZV IRU
VXFFHVVLYH RQH \HDU SHULRGV XQWLO WKH H[SLUDWLRQ RI WKH &KDUWHU XQOHVV WKH %RDUG RI 7UXVWHHV� E\ PDMRULW\ YRWH� RU
WKH )RXQGDWLRQ GHFOLQHV WR UHQHZ WKH DJUHHPHQW� 6HUYLFH IHHV ZHUH �������� DQG �������� IRU WKH \HDUV HQGHG
-XQH ��� ���� DQG ����� UHVSHFWLYHO\� 7KHVH DPRXQWV DUH LQFOXGHG LQ SURIHVVLRQDO IHHV LQ WKH DFFRPSDQ\LQJ
VWDWHPHQW RI IXQFWLRQDO H[SHQVHV�

$SSUR[LPDWHO\ ������� DQG ������� RI WKHVH VHUYLFH IHHV ZHUH DFFUXHG LQ DPRXQWV GXH WR UHODWHG SDUW\ RQ WKH
DFFRPSDQ\LQJ VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DW -XQH ��� ���� DQG ����� UHVSHFWLYHO\ �

,Q DGGLWLRQ WR WKH VHUYLFH IHHV GHVFULEHG� WKH &KDUWHU 6FKRRO ZLOO SD\ *2) IRU H[SHQVHV LQFXUUHG RQ WKH &KDUWHU
6FKRRO¶V EHKDOI� $SSUR[LPDWHO\ ������� DQG ������� RI UHLPEXUVDEOH H[SHQVHV ZHUH DFFUXHG LQ DPRXQWV GXH WR
UHODWHG SDUW\ RQ WKH DFFRPSDQ\LQJ VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DW -XQH ��� ���� DQG ����� UHVSHFWLYHO\�

$SSUR[LPDWHO\� �������� DQG �������� RI JUDQW IXQGLQJ LV GXH IURP *2) WR WKH &KDUWHU 6FKRRO DW -XQH ��� ����
DQG ����� UHVSHFWLYHO\� 7KLV DPRXQW LV LQFOXGHG LQ GXH IURP UHODWHG SDUW\ RQ WKH DFFRPSDQ\LQJ VWDWHPHQW RI
ILQDQFLDO SRVLWLRQ�

127( +� /21*�7(50 '(%7

,Q FRQQHFWLRQ ZLWK WKH OHDVH DJUHHPHQW� WKH &KDUWHU 6FKRRO REWDLQHG DQ XQFROODWHUDOL]HG ���������� SURPLVVRU\
QRWH IURP .XQVNDSVVNRODQ 86$� ,QF� IRU WKH OHDVHKROG LPSURYHPHQWV DVVRFLDWHG ZLWK WKHLU VFKRRO VSDFH� 7KH
ORDQ KDV DQ LPSXWHG LQWHUHVW UDWH RI �� SHU DQQXP� 7KH LPSXWHG IDLU YDOXH RI WKH ORDQ DW -XO\ �� ���� ZDV
��������� ,QWHUHVW H[SHQVH IRU WKH \HDUV HQGHG -XQH ��� ���� DQG ���� ZDV DSSUR[LPDWHO\ ������� DQG �������
UHVSHFWLYHO\� 7KH ORDQ PDWXUHV RQ -XO\ �� �����

3ULQFLSDO SD\PHQWV RQ WKH ORDQ DUH GXH DV IROORZV�

<HDU HQGLQJ -XQH ��� $PRXQW

���� ��������
���� ������

�������
/HVV LPSXWHG LQWHUHVW ��������

��������
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,Q UHVSRQVH WR WKH &29,'��� RXWEUHDN� LQ $SULO ����� WKH &KDUWHU 6FKRRO DSSOLHG IRU DQG ZDV DSSURYHG E\ D
EDQN IRU D ORDQ RI �������� WKURXJK WKH 3D\FKHFN 3URWHFWLRQ 3URJUDP HVWDEOLVKHG E\ WKH 6PDOO %XVLQHVV
$GPLQLVWUDWLRQ� 7KH ORDQ KDV D PDWXULW\ RI � \HDUV DQG DQ LQWHUHVW UDWH RI ��� 7KH ORDQ KDV WKH SRWHQWLDO IRU
IRUJLYHQHVV SURYLGHG FHUWDLQ UHTXLUHPHQWV DUH PHW E\ WKH &KDUWHU 6FKRRO� 7KH ORDQ ZDV IXQGHG RQ 0D\ �� �����
'XH WR WKH SRWHQWLDO IRUJLYHQHVV� UHSD\PHQW WHUPV KDYH QRW EHHQ ILQDOL]HG DV RI WKH UHSRUW GDWH� WKHUHIRUH� WKH
HQWLUH EDODQFH LV FODVVLILHG DV ORQJ�WHUP DV RI -XQH ��� �����

127( -� 23(5$7,1* /($6(

7KH &KDUWHU 6FKRRO OHDVHV RIILFH HTXLSPHQW XQGHU D QRQ�FDQFHODEOH OHDVH DJUHHPHQW DW D PRQWKO\ FRVW RI
DSSUR[LPDWHO\ ������ WKURXJK 1RYHPEHU �����

7KH IXWXUH PLQLPXP SD\PHQWV RQ WKH OHDVH DJUHHPHQW DUH DSSUR[LPDWHO\ DV IROORZV�

<HDU HQGLQJ -XQH ��� $PRXQW

���� �������
���� ������
���� ������

�������

127( .� 5(7,5(0(17 3/$1

7KH &KDUWHU 6FKRRO VSRQVRUV D GHILQHG FRQWULEXWLRQ ����E� SODQ FRYHULQJ DOO HOLJLEOH HPSOR\HHV� 7KH &KDUWHU
6FKRRO PDWFKHV ��� RI WKH SRUWLRQ RI WKH HOHFWLYH HPSOR\HH GHIHUUDOV ZKLFK GRHV QRW H[FHHG �� RI WKH
SDUWLFLSDQW¶V DQQXDO FRPSHQVDWLRQ� 7KH &KDUWHU 6FKRRO PD\ DOVR HOHFW WR PDNH DGGLWLRQDO FRQWULEXWLRQV WR WKH
SODQ RQ D GLVFUHWLRQDU\ EDVLV� 7KH &KDUWHU 6FKRRO PDGH FRQWULEXWLRQV RI DSSUR[LPDWHO\ ������ DQG ������ IRU
WKH \HDUV HQGHG -XQH ��� ���� DQG ����� UHVSHFWLYHO\�
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7KH ILQDQFLDO VWDWHPHQWV UHSRUW FHUWDLQ FDWHJRULHV RI H[SHQVHV WKDW DUH DWWULEXWHG WR PRUH WKDQ RQH SURJUDP RU
VXSSRUWLQJ IXQFWLRQ� 7KHUHIRUH� H[SHQVHV UHTXLUH DOORFDWLRQ RQ D UHDVRQDEOH EDVLV WKDW LV FRQVLVWHQWO\ DSSOLHG� $OO
H[SHQVHV WKDW DUH DOORFDWHG WR PRUH WKDQ RQH SURJUDP RU VXSSRUWLQJ IXQFWLRQ DUH DOORFDWHG RQ WKH EDVLV RI HVWLPDWHV
RI WLPH DQG HIIRUW�

127( 0� $&&2817,1* ,03$&7 2) &29,'��� 287%5($.

2Q -DQXDU\ ��� ����� WKH :RUOG +HDOWK 2UJDQL]DWLRQ �³:+2´� DQQRXQFHG D JOREDO KHDOWK HPHUJHQF\ EHFDXVH
RI D QHZ VWUDLQ RI FRURQD YLUXV �WKH ³&29,'��� RXWEUHDN´� DQG WKH ULVNV WR WKH LQWHUQDWLRQDO FRPPXQLW\ DV WKH
YLUXV VSUHDGV JOREDOO\ EH\RQG LWV SRLQW RI RULJLQ� ,Q 0DUFK ����� WKH :+2 FODVVLILHG WKH &29,'��� RXWEUHDN DV
D SDQGHPLF� EDVHG RQ WKH UDSLG LQFUHDVH LQ H[SRVXUH JOREDOO\� 7KH IXOO LPSDFW RI WKH &29,'��� RXWEUHDN
FRQWLQXHV WR HYROYH DV RI WKH GDWH RI WKLV UHSRUW� $V VXFK� LW LV XQFHUWDLQ DV WR WKH IXOO PDJQLWXGH WKDW WKH SDQGHPLF
ZLOO KDYH RQ WKH &KDUWHU 6FKRRO¶V ILQDQFLDO FRQGLWLRQ� OLTXLGLW\� DQG IXWXUH UHVXOWV RI RSHUDWLRQV� 0DQDJHPHQW LV
DFWLYHO\ PRQLWRULQJ WKH JOREDO VLWXDWLRQ RQ LWV ILQDQFLDO FRQGLWLRQ� OLTXLGLW\� RSHUDWLRQV� VXSSOLHUV� LQGXVWU\� DQG
ZRUNIRUFH� *LYHQ WKH GDLO\ HYROXWLRQ RI WKH &29,'��� RXWEUHDN DQG WKH JOREDO UHVSRQVHV WR FXUE LWV VSUHDG� WKH
&KDUWHU 6FKRRO LV QRW DEOH WR HVWLPDWH WKH HIIHFWV RI WKH &29,'��� RXWEUHDN RQ LWV UHVXOWV RI RSHUDWLRQV� ILQDQFLDO
FRQGLWLRQ� RU OLTXLGLW\ IRU ILVFDO \HDU �����
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3(5)250(' ,1 $&&25'$1&( :,7+ GOVERNMENT AUDITING STANDARDS

%RDUG RI 7UXVWHHV
*UHDW 2DNV &KDUWHU 6FKRRO

:H KDYH DXGLWHG� LQ DFFRUGDQFH ZLWK DXGLWLQJ VWDQGDUGV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD DQG WKH
VWDQGDUGV DSSOLFDEOH WR ILQDQFLDO DXGLWV FRQWDLQHG LQ Government Auditing Standards LVVXHG E\ WKH &RPSWUROOHU
*HQHUDO RI WKH 8QLWHG 6WDWHV� WKH ILQDQFLDO VWDWHPHQWV RI *UHDW 2DNV &KDUWHU 6FKRRO� ZKLFK FRPSULVH WKH VWDWHPHQW
RI ILQDQFLDO SRVLWLRQ DV RI -XQH ��� ���� DQG WKH UHODWHG VWDWHPHQWV RI DFWLYLWLHV DQG FKDQJHV LQ QHW DVVHWV� IXQFWLRQDO
H[SHQVHV DQG FDVK IORZV IRU WKH \HDU WKHQ HQGHG� DQG WKH UHODWHG QRWHV WR WKH ILQDQFLDO VWDWHPHQWV� DQG KDYH LVVXHG
RXU UHSRUW WKHUHRQ GDWHG 2FWREHU ��� �����

,QWHUQDO &RQWURO RYHU )LQDQFLDO 5HSRUWLQJ

,Q SODQQLQJ DQG SHUIRUPLQJ RXU DXGLW RI WKH ILQDQFLDO VWDWHPHQWV� ZH FRQVLGHUHG *UHDW 2DNV &KDUWHU 6FKRRO¶ LQWHUQDO
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ �LQWHUQDO FRQWURO� WR GHWHUPLQH WKH DXGLW SURFHGXUHV WKDW DUH DSSURSULDWH LQ WKH
FLUFXPVWDQFHV IRU WKH SXUSRVH RI H[SUHVVLQJ RXU RSLQLRQV RQ WKH ILQDQFLDO VWDWHPHQWV� EXW QRW IRU WKH SXUSRVH RI
H[SUHVVLQJ DQ RSLQLRQ RQ WKH HIIHFWLYHQHVV RI *UHDW 2DNV &KDUWHU 6FKRRO¶ LQWHUQDO FRQWURO� $FFRUGLQJO\� ZH GR QRW
H[SUHVV DQ RSLQLRQ RQ WKH HIIHFWLYHQHVV RI *UHDW 2DNV &KDUWHU 6FKRRO¶ LQWHUQDO FRQWURO�

$ deficiency in internal control H[LVWV ZKHQ WKH GHVLJQ RU RSHUDWLRQ RI D FRQWURO GRHV QRW DOORZ PDQDJHPHQW RU
HPSOR\HHV� LQ WKH QRUPDO FRXUVH RI SHUIRUPLQJ WKHLU DVVLJQHG IXQFWLRQV� WR SUHYHQW� RU GHWHFW DQG FRUUHFW�
PLVVWDWHPHQWV RQ D WLPHO\ EDVLV� $ material weakness LV D GHILFLHQF\� RU D FRPELQDWLRQ RI GHILFLHQFLHV� LQ LQWHUQDO
FRQWURO� VXFK WKDW WKHUH LV D UHDVRQDEOH SRVVLELOLW\ WKDW D PDWHULDO PLVVWDWHPHQW RI WKH HQWLW\¶V ILQDQFLDO VWDWHPHQWV ZLOO
QRW EH SUHYHQWHG� RU GHWHFWHG DQG FRUUHFWHG RQ D WLPHO\ EDVLV� $ significant deficiency LV D GHILFLHQF\� RU D
FRPELQDWLRQ RI GHILFLHQFLHV� LQ LQWHUQDO FRQWURO WKDW LV OHVV VHYHUH WKDQ D PDWHULDO ZHDNQHVV� \HW LPSRUWDQW HQRXJK WR
PHULW DWWHQWLRQ E\ WKRVH FKDUJHG ZLWK JRYHUQDQFH�

2XU FRQVLGHUDWLRQ RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ ZDV IRU WKH OLPLWHG SXUSRVH GHVFULEHG LQ WKH ILUVW
SDUDJUDSK RI WKLV VHFWLRQ DQG ZDV QRW GHVLJQHG WR LGHQWLI\ DOO GHILFLHQFLHV LQ LQWHUQDO FRQWURO WKDW PLJKW EH PDWHULDO
ZHDNQHVVHV RU VLJQLILFDQW GHILFLHQFLHV� DQG WKHUHIRUH� PDWHULDO ZHDNQHVVHV RU VLJQLILFDQW GHILFLHQFLHV PD\ H[LVW WKDW
ZHUH QRW LGHQWLILHG� *LYHQ WKHVH OLPLWDWLRQV� GXULQJ RXU DXGLW ZH GLG QRW LGHQWLI\ DQ\ GHILFLHQFLHV LQ LQWHUQDO FRQWURO
RYHU ILQDQFLDO UHSRUWLQJ WKDW ZH FRQVLGHU WR EH PDWHULDO ZHDNQHVVHV� :H GLG LGHQWLI\ D FHUWDLQ GHILFLHQF\ LQ LQWHUQDO
FRQWURO� GHVFULEHG LQ WKH DFFRPSDQ\LQJ VFKHGXOH RI ILQGLQJV DQG UHVSRQVHV DV LWHP ��������� WKDW ZH FRQVLGHU WR EH
D VLJQLILFDQW GHILFLHQF\�



� �� �

&RPSOLDQFH DQG 2WKHU 0DWWHUV
 
$V SDUW RI REWDLQLQJ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU *UHDW 2DNV &KDUWHU 6FKRRO ILQDQFLDO VWDWHPHQWV DUH IUHH
IURP PDWHULDO PLVVWDWHPHQW� ZH SHUIRUPHG WHVWV RI LWV FRPSOLDQFH ZLWK FHUWDLQ SURYLVLRQV RI ODZV� UHJXODWLRQV�
FRQWUDFWV� DQG JUDQW DJUHHPHQWV� QRQFRPSOLDQFH ZLWK ZKLFK FRXOG KDYH D GLUHFW DQG PDWHULDO HIIHFW RQ WKH
GHWHUPLQDWLRQ RI ILQDQFLDO VWDWHPHQW DPRXQWV� +RZHYHU� SURYLGLQJ DQ RSLQLRQ RQ FRPSOLDQFH ZLWK WKRVH SURYLVLRQV
ZDV QRW DQ REMHFWLYH RI RXU DXGLW� DQG DFFRUGLQJO\� ZH GR QRW H[SUHVV VXFK DQ RSLQLRQ� 7KH UHVXOWV RI RXU WHVWV
GLVFORVHG LQVWDQFHV RI QRQFRPSOLDQFH RU RWKHU PDWWHUV WKDW DUH UHTXLUHG WR EH UHSRUWHG XQGHU Government Auditing 
Standards DQG ZKLFK DUH GHVFULEHG LQ WKH DFFRPSDQ\LQJ VFKHGXOH RI ILQGLQJV DQG UHVSRQVHV�

*UHDW 2DNV &KDUWHU 6FKRRO¶V 5HVSRQVH WR )LQGLQJV

*UHDW 2DNV &KDUWHU 6FKRRO¶V UHVSRQVH WR WKH ILQGLQJV LGHQWLILHG LQ RXU DXGLW DUH GHVFULEHG LQ WKH DFFRPSDQ\LQJ
VFKHGXOH RI ILQGLQJV DQG UHVSRQVHV� *UHDW 2DNV &KDUWHU 6FKRRO¶V UHVSRQVH ZDV QRW VXEMHFWHG WR WKH DXGLWLQJ
SURFHGXUHV DSSOLHG LQ WKH DXGLW RI WKH ILQDQFLDO VWDWHPHQWV DQG� DFFRUGLQJO\� ZH H[SUHVV QR RSLQLRQ RQ LW�

3XUSRVH RI 7KLV 5HSRUW

7KH SXUSRVH RI WKLV UHSRUW LV VROHO\ WR GHVFULEH WKH VFRSH RI RXU WHVWLQJ RI LQWHUQDO FRQWURO DQG FRPSOLDQFH DQG WKH
UHVXOWV RI WKDW WHVWLQJ� DQG QRW WR SURYLGH DQ RSLQLRQ RQ WKH HIIHFWLYHQHVV RI WKH HQWLW\¶V LQWHUQDO FRQWURO RU RQ
FRPSOLDQFH� 7KLV UHSRUW LV DQ LQWHJUDO SDUW RI DQ DXGLW SHUIRUPHG LQ DFFRUGDQFH ZLWK Government Auditing Standards 
LQ FRQVLGHULQJ WKH HQWLW\¶V LQWHUQDO FRQWURO DQG FRPSOLDQFH� $FFRUGLQJO\� WKLV FRPPXQLFDWLRQ LV QRW VXLWDEOH IRU DQ\
RWKHU SXUSRVH�

5RFKHVWHU� 1HZ <RUN 
2FWREHU ��� ����
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)LQGLQJ ��������

Statement of condition 
'XULQJ WKH ���� DXGLW� ZH QRWHG WKH )LVFDO 3ROLFLHV DQG 3URFHGXUHV �³)33´� ZHUH QRW DOZD\V IROORZHG LQ SUDFWLFH�
2XU WHVWLQJ LGHQWLILHG RQH LQVWDQFH ZKHUH D FRQWUDFW IRU VHUYLFHV LQ H[FHVV RI ������� ZDV HQWHUHG LQWR E\ WKH
([HFXWLYH 'LUHFWRU� EXW ZDV QRW DSSURYHG E\ WKH %RDUG RI 7UXVWHHV� 7KLV FRQWUDFW ZDV WKHQ SDLG ZLWK D FKHFN VLJQHG
E\ WKH ([HFXWLYH 'LUHFWRU DQG GLG QRW KDYH D VHFRQG VLJQDWXUH DV DOO FKHFNV RYHU ������� UHTXLUH�

Criteria and effect of conditions 
7KH &KDUWHU 6FKRRO HQWHUHG LQWR D FRQWUDFW DJUHHPHQW ZLWKRXW SURSHU DSSURYDO DQG WKH VHUYLFHV ZHUH SDLG IRU ZLWKRXW
SURSHU DXWKRUL]DWLRQ�

Recommendation 
:H UHFRPPHQG WKH SURSHU SURFHGXUHV DUH IROORZHG DV GRFXPHQWHG LQ WKH )33 WR HQVXUH HIIHFWLYH FRQWUROV DUH LQ SODFH
ZLWK UHVSHFW WR FRQWUDFWV DQG FKHFN VLJQLQJ� ,I WKH FXUUHQW SURFHGXUHV DUH QRW ZRUNDEOH� DOWHUQDWLYH SURFHGXUHV VKRXOG
EH GHVLJQHG DQG LPSOHPHQWHG DQG WKH )33 XSGDWHG DFFRUGLQJO\�

Management’s response 
:H FRQFXU ZLWK WKH ILQGLQJ� 7KLV ILQGLQJ KDV EHHQ UHYLHZHG ZLWK WKH 6FKRRO PDQDJHPHQW DQG ILQDQFH VWDII�
&RUUHFWLYH DFWLRQ KDV EHHQ WDNHQ WR UHYLHZ XSFRPLQJ SURFXUHPHQW QHHGV RQ D ZHHNO\ EDVLV WR HQVXUH WKDW FRQWUDFWV
LQ H[FHVV RI ������� DUH DSSURYHG E\ WKH %RDUG RI 7UXVWHHV SULRU WR D FRQWUDFW DJUHHPHQW RU SXUFKDVH RUGHU� ,Q
DGGLWLRQ� DGRSWLRQ RI WKH RQOLQH SD\PHQW SURFHVVLQJ V\VWHP IRU DFFRXQWV SD\DEOH ZLOO HQVXUH WKDW SD\PHQWV RYHU
������� ZLOO UHTXLUH WKH DSSURYDO RI WKH VFKRRO OHDGHU DQG 7UHDVXUHU IRU SD\PHQW�
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Statement of condition 
'XULQJ WKH ���� DXGLW� WKH SULRU DXGLWRUV QRWHG WKDW GXH WR WKH YDFDQF\ LQ WKH FRQWUROOHU SRVLWLRQ� PDQ\ DFFRXQWV ZHUH
QRW UHFRQFLOHG GXULQJ WKH VFKRRO \HDU�

Criteria and effect of conditions 
7KH &KDUWHU 6FKRRO VKRXOG XSGDWH DQG UHFRQFLOH DOO PDWHULDO DFFRXQWV RQ DQ RQJRLQJ EDVLV�

$W \HDU HQG� WKH JHQHUDO OHGJHU UHTXLUHG VLJQLILFDQW HQWULHV WR EH UHFRUGHG WR UHFRQFLOH PDQ\ RI WKH JHQHUDO OHGJHU
EDODQFHV� 7KLV DOVR GHOD\HG WKH DXGLW SURFHVV�

Recommendation 
:H UHFRPPHQG WKDW WKH &KDUWHU 6FKRRO HVWDEOLVK SURFHGXUHV WR HQVXUH WKDW DOO PDWHULDO JHQHUDO OHGJHU DFFRXQWV EH
UHFRQFLOHG DQG UHYLHZHG RQ D PRQWKO\ EDVLV�

Management’s response 
:H FRQFXU ZLWK WKH ILQGLQJ� 7KH ILQGLQJ KDV EHHQ UHYLHZHG ZLWK PDQDJHPHQW DQG VWDII� &RUUHFWLYH DFWLRQ KDV EHHQ
WDNHQ DQG QHZ SURFHGXUHV KDYH DOUHDG\ EHHQ LPSOHPHQWHG WR UHFRQFLOH DOO DFFRXQWV RQ D PRQWKO\ EDVLV�

Prior year status 
'XULQJ RXU ���� DXGLW� ZH QRWHG WKURXJK WKH KLULQJ RI D QHZ &KLHI )LQDQFLDO 2IILFHU DQG DQ RXWVLGH DFFRXQWDQW
PDWHULDO JHQHUDO OHGJHU DFFRXQWV ZHUH UHFRQFLOHG� ZLWK WKH H[FHSWLRQ RI DFFUXHG H[SHQVHV ZKLFK UHTXLUHG D VLJQLILFDQW
DXGLW DGMXVWPHQW� :H UHFRPPHQG WKH &KDUWHU 6FKRRO NHHS DSSURSULDWH GHWDLOV UHJDUGLQJ ZKDW DFFUXHG H[SHQVHV
FRQVLVW RI DQG HQVXUH WKDW WKLV LV UHFRQFLOHG DQG UHYLHZHG RQ D PRQWKO\ EDVLV�

Management’s response 
:H FRQFXU ZLWK WKH ILQGLQJ� 7KH ILQGLQJ KDV EHHQ UHYLHZHG ZLWK WKH 6FKRRO PDQDJHPHQW DQG VWDII� &RUUHFWLYH DFWLRQ
DQG QHZ SURFHGXUHV KDYH EHHQ LPSOHPHQWHG WR NHHS WKH GHWDLOHG H[SHQVHV E\ YHQGRU RI WKH DFFUXHG H[SHQVHV VHSDUDWH�
DQG WR HQVXUH WKH\ DUH UHFRQFLOHG DQG UHYLHZHG RQ D PRQWKO\ EDVLV�

Current status 
'XULQJ RXU ���� DXGLW� ZH QRWHG D VLJQLILFDQW QXPEHU RI JHQHUDO OHGJHU DFFRXQWV ZHUH QRW UHFRQFLOHG DQG UHTXLUHG D
VLJQLILFDQW QXPEHU RI DGMXVWLQJ HQWULHV WKURXJKRXW WKH DXGLW SURFHVV� :H DOVR QRWHG DOO UHYHQXH ZDV QRW UHFRUGHG�
ZKLFK UHTXLUHG D VLJQLILFDQW DXGLW DGMXVWPHQW� :H UHFRPPHQG WKH &KDUWHU 6FKRRO HQVXUH DOO JHQHUDO OHGJHU DFFRXQWV
DUH UHFRQFLOHG DQG UHYLHZHG RQ D PRQWKO\ EDVLV� :H FRQVLGHU WKLV ILQGLQJ WR EH D VLJQLILFDQW GHILFLHQF\ ZKLFK DOVR
GHOD\HG WKH DXGLW SURFHVV�

Management’s response 
:H FRQFXU ZLWK WKH ILQGLQJ� 7KLV ILQGLQJ KDV EHHQ UHYLHZHG ZLWK WKH 6FKRRO PDQDJHPHQW DQG ILQDQFH VWDII�
&RUUHFWLYH DFWLRQ KDV EHHQ WDNHQ VR WKDW JHQHUDO OHGJHU DFFRXQWV DUH UHYLHZHG DQG UHFRQFLOHG RQ D PRQWKO\ EDVLV�
6SHFLILF IRFXV ZLOO EH JLYHQ WR WKH UHYHQXH DQG DFFUXHG H[SHQVH DFFRXQWV�
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Statement of condition 

'XULQJ WKH ���� DXGLW� WKH SULRU DXGLWRUV QRWHG WKDW UHQW H[SHQVH ZDV UHFRUGHG EDVHG RQ DFWXDO UHQW SD\PHQWV�

Criteria and effect of conditions 

5HQW H[SHQVH VKRXOG EH UHFRUGHG RQ WKH VWUDLJKW�OLQH EDVLV RYHU WKH WHUP RI WKH OHDVH� 0DQDJHPHQW GLG QRW DQDO\]H
WKH LPSDFW WR WKH JHQHUDO OHGJHU�

$ MRXUQDO HQWU\ IRU �������� ZDV UHTXLUHG WR FRUUHFW UHQW H[SHQVH�

Recommendation 
:H UHFRPPHQG WKDW UHQW VKRXOG EH UHFRUGHG EDVHG RQ WKH VWUDLJKW�OLQH EDVLV LQ WKH IXWXUH�

Management’s response 
:H FRQFXU ZLWK WKH ILQGLQJ� 7KH ILQGLQJ KDV EHHQ UHYLHZHG ZLWK PDQDJHPHQW DQG VWDII� &RUUHFWLYH DFWLRQ KDV EHHQ
WDNHQ DQG WKH UHQW LV JRLQJ WR EH UHFRUGHG RQ WKH VWUDLJKW�OLQH EDVLV RQ D PRQWKO\ EDVLV�

Prior year status 
'XULQJ RXU ���� DXGLW� ZH QRWHG WKDW WKH RXWVLGH DFFRXQWDQW PDGH DGMXVWPHQWV WR UHFRUG WKH UHQW H[SHQVH RQ D VWUDLJKW�
OLQH EDVLV� +RZHYHU� DGGLWLRQDO DGMXVWPHQWV ZHUH UHTXLUHG WR DFFRXQW IRU IL[HG RSHUDWLQJ H[SHQVHV LQFOXGHG LQ WKH
OHDVH DJUHHPHQWV� :H UHFRPPHQG WKH &KDUWHU 6FKRRO LQFRUSRUDWH WKHVH IL[HG H[SHQVHV LQWR WKHLU FDOFXODWLRQ RI
GHIHUUHG UHQW JRLQJ IRUZDUG�

Management’s response 
:H FRQFXU ZLWK WKH ILQGLQJ� 7KH ILQGLQJ KDV EHHQ UHYLHZHG ZLWK WKH 6FKRRO PDQDJHPHQW DQG VWDII� &RUUHFWLYH DFWLRQ
DQG QHZ SURFHGXUHV KDYH EHHQ LPSOHPHQWHG WR LQFRUSRUDWH IL[HG RSHUDWLQJ H[SHQVHV RI WKH OHDVH LQWR WKH GHIHUUHG
UHQW FDOFXODWLRQ� 7KLV DFFRXQW ZLOO EH UHYLHZHG DQG UHFRQFLOHG PRQWKO\�

Current status 
'XULQJ RXU ���� DXGLW� ZH QRWHG WKH DGMXVWPHQWV WR UHFRUG WKH UHQW H[SHQVH RQ D VWUDLJKW OLQH EDVLV� LQFOXGHV WKH
DGGLWLRQDO DGMXVWPHQWV WR DFFRXQW IRU IL[HG RSHUDWLQJ H[SHQVHV LQFOXGHG LQ WKH OHDVH DJUHHPHQWV ZHUH PDGH�
+RZHYHU� ZH QRWHG DQ DGMXVWPHQW PDGH WR UHQW H[SHQVH IRU ������� WKDW QHHGHG WR EH UHYHUVHG� :H UHFRPPHQG WKH
&KDUWHU 6FKRRO UHFRQFLOH WKH DFFRXQWV WR HQVXUH SURSHU DFFRXQW EDODQFHV�

Management’s response 
:H FRQFXU ZLWK WKH ILQGLQJ� 7KLV ILQGLQJ KDV EHHQ UHYLHZHG ZLWK WKH 6FKRRO PDQDJHPHQW DQG ILQDQFH VWDII�
&RUUHFWLYH DFWLRQ KDV EHHQ WDNHQ VR WKDW UHQW� ZKLFK LV UHFRUGHG RQ D VWUDLJKW�OLQH EDVLV ZLWK DGMXVWPHQWV IRU IL[HG
RSHUDWLQJ H[SHQVHV LQFOXGHG LQ WKH OHDVH DJUHHPHQW� ZLOO EH UHYLHZHG DQG UHFRQFLOHG RQ D PRQWKO\ EDVLV E\ WKH ILQDQFH
WHDP WR HQVXUH SURSHU DFFRXQW EDODQFHV�





2020 2019

CURRENT ASSETS
Cash and cash equivalents  $                    927,985  $                    186,352 
Grants and contracts receivable 80,098                         98,301                         
Accounts receivables -                                    -                                    
Prepaid Expenses                         112,624                         121,926 
Contributions and other receivables                         242,577                         123,999 
Other current assets                                     -                                     - 

TOTAL CURRENT ASSETS                     1,363,284                         530,578 

NON-CURRENT ASSETS
Property, Building and Equipment, net  $                    511,918  $                    764,642 
Restricted Cash                           75,223                           75,192 
Security Deposits                         312,144                         259,444 
Other Non-Current Assets                                     -                                     - 

TOTAL NON-CURRENT ASSETS                         899,285                     1,099,278 

TOTAL ASSETS 2,262,569                    1,629,856                    

CURRENT LIABILITIES
Accounts payable and accrued expenses  $                       77,993  $                       62,199 
Accrued payroll, payroll taxes and benefits                         316,975                         193,855 
Current Portion of Loan Payable                         100,000                         150,000 
Due to Related Parties                         114,364                         116,960 
Refundable Advances                                     -                                     - 
Deferred Revenue                           20,000                                     - 
Other Current Liabilities                                     -                                     - 

TOTAL CURRENT LIABILITIES                         629,332                         523,014 

LONG-TERM LIABILITIES
Loan Payable; Due in More than One Year  $                       16,790  $                    142,235 
Deferred Rent                         136,858                         174,500 
Due to Related Party                                     -                                     - 
Other Long-Term Liabilities                         425,000                                     - 

TOTAL LONG-TERM LIABILITIES                         578,648                         316,735 

TOTAL LIABILITIES                     1,207,980                         839,749 

NET ASSETS
Unrestricted  $                 1,054,589  $                    790,107 
Temporarily restricted                                     -                                     - 
Permanently restricted                                     -                                     - 

TOTAL NET ASSETS                     1,054,589                         790,107 

TOTAL LIABILITIES AND NET ASSETS                     2,262,569                     1,629,856 

Great Oaks Charter School
Statement of Financial Position

as of June 30



2019
 Unrestricted  Temporarily 

Restricted 
 Total  Total 

OPERATING REVENUE
 State and Local Per Pupil Revenue - Reg. Ed  $               4,809,436  $                               -  $               4,809,436  $               4,074,972 
 State and Local Per Pupil Revenue - SPED                   1,164,236                                   -                   1,164,236                      782,992 
 State and Local Per Pupil Facilities Revenue                      973,491                                   -                      973,491                      763,455 
Federal Grants                      325,213                                   -                      325,213                      341,401 

 State and City Grants                                   -                                   -                                   -                                   - 
 Other Operating Income                      301,430                                   -                      301,430                        21,608 
Food Service/Child Nutrition Program                                   -                                   -                                   -                                   - 

TOTAL OPERATING REVENUE                   7,573,806                                   -                   7,573,806                   5,984,428 

EXPENSES
Program Services

 Regular Education  $               4,587,257  $                               -  $               4,587,257  $               4,064,647 
 Special Education                   3,107,699                                   -                   3,107,699                   2,343,979 
 Other Programs                                   -                                   -                                   - 

Total Program Services                   7,694,956                                   -                   7,694,956                   6,408,626 
Management and general                      257,084                                   -                      257,084                      221,843 
Fundraising                                   -                                   -                                   -                                   - 
TOTAL EXPENSES                   7,952,040                                   -                   7,952,040                   6,630,469 

SURPLUS / (DEFICIT) FROM OPERATIONS                     (378,234)                                   -                     (378,234)                     (646,041)

SUPPORT AND OTHER REVENUE
Interest and Other Income  $                               -  $                               -  $                               -  $                               - 

 Contributions and Grants                                   -                                   -                                   -                                   - 
 Fundraising Support                                   -                                   -                                   -                                   - 
 Investments                                   -                                   -                                   -                                   - 
Donated Services                      642,716                                   -                      642,716                      609,530 
Other Support and Revenue                                   -                                   -                                   -                                   - 

TOTAL SUPPORT AND OTHER REVENUE                      642,716                                   -                      642,716                      609,530 

 Net Assets Released from Restrictions / Loss on Disposal of Assets  $                               -  $                               -  $                               -  $                               - 

CHANGE IN NET ASSETS                      264,482                                   -                      264,482                       (36,511)

NET ASSETS - BEGINNING OF YEAR  $                  790,107  $                               -  $                  790,107  $                  826,618 
PRIOR YEAR/PERIOD ADJUSTMENTS                                   -                                   -                                   -                                   - 

NET ASSETS - END OF YEAR  $               1,054,589  $                               -  $               1,054,589  $                  790,107 

2020
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2020 2019

CASH FLOWS - OPERATING ACTIVITIES
Increase (decrease) in net assets  $                                    264,482  $                                    (36,511)
Revenues from School Districts -                                                   -                                                   
Accounts Receivable -                                                   -                                                   
Due from School Districts -                                                   -                                                   
Depreciation 311,807                                      292,043                                      
Grants Receivable 18,203                                         76,072                                         
Due from NYS -                                                   -                                                   
Grant revenues                                                     -                                                     - 
Prepaid Expenses                                            9,302                                         (41,920)
Accounts Payable                                          15,794                                         (64,148)
Accrued Expenses                                                     -                                                     - 
Accrued Liabilities                                        123,120                                          73,345 
Contributions and fund-raising activities                                                     -                                                     - 
Miscellaneous sources                                      (121,174)                                           (7,039)
Deferred Revenue                                          20,000                                            2,371 
Interest payments                                          24,555                                          32,167 
Deferred Rent                                         (37,642)                                          42,081 

                                                    - 
NET CASH PROVIDED FROM OPERATING ACTIVITIES  $                                    628,447  $                                    368,461 

CASH FLOWS - INVESTING ACTIVITIES  $  $ 
Purchase of equipment                                         (59,083)                                      (364,201)
Other                                         (52,700)                                                     - 

NET CASH PROVIDED FROM INVESTING ACTIVITIES  $                                  (111,783)  $                                  (364,201)

CASH FLOWS - FINANCING ACTIVITIES  $  $ 
Principal payments on long-term debt                                      (200,000)                                      (200,000)
Other                                        425,000                                                     - 

NET CASH PROVIDED FROM FINANCING ACTIVITIES  $                                    225,000  $                                  (200,000)

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS  $                                    741,664  $                                  (195,740)
Cash at beginning of year                                        261,544                                        457,284 

CASH AND CASH EQUIVALENTS AT END OF YEAR  $                                 1,003,208  $                                    261,544 

Great Oaks Charter School
Statement of Cash Flows

as of June 30



2019

No. of Positions Regular 
Education

Special 
Education

Other Education Total Fundraising  Management and 
General

Total  Total

Personnel Services Costs  $  $  $  $  $  $  $  $  $
Administrative Staff Personnel 18.00                                 748,722                350,330                            -               1,099,052                              -                  122,117                  122,117               1,221,169                  770,796 
Instructional Personnel 23.00                                 849,227                832,367                            -               1,681,594                              -                              -                              -               1,681,594               1,208,842 
Non-Instructional Personnel -                                                 -                            -                            -                              -                              -                              -                              -                              -                              - 

Total Salaries and Staff                   41.00            1,597,949            1,182,697                            -               2,780,646                              -                  122,117                  122,117               2,902,763               1,979,638 
Fringe Benefits & Payroll Taxes                347,011                237,799                            -                  584,810                              -                    21,175                    21,175                  605,985                  436,823 
Retirement                            -                            -                            -                              -                              -                              -                              -                              -                              - 
Management Company Fees                            -                            -                            -                              -                              -                              -                              -                              -                              - 
Legal Service                            -                            -                            -                              -                              -                              -                              -                              -                              - 
Accounting / Audit Services                            -                            -                            -                              -                              -                              -                              -                              -                              - 
Other Purchased / Professional / 
Consulting Services

               515,919                337,614                            -                  853,533                              -                    32,986                    32,986                  886,519                  708,942 

Building and Land Rent / Lease            1,047,906                712,773                            -               1,760,679                              -                    54,278                    54,278               1,814,957               1,768,731 
Repairs & Maintenance                  51,891                  34,384                            -                    86,275                              -                      2,836                      2,836                    89,111                    32,127 
Insurance                  37,926                  25,990                            -                    63,916                              -                      2,314                      2,314                    66,230                    55,766 
Utilities                            -                            -                            -                              -                              -                              -                              -                              -                              - 
Supplies / Materials                  77,545                  42,027                            -                  119,572                              -                      1,531                      1,531                  121,103                    69,399 
Equipment / Furnishings                    5,795                    3,417                            -                      9,212                              -                         198                         198                      9,410                    10,987 
Staff Development                  91,163                  15,735                            -                  106,898                              -                      1,401                      1,401                  108,299                    50,967 
Marketing  / Recruitment                  29,279                  14,257                            -                    43,536                              -                         156                         156                    43,692                    16,260 
Technology                  77,409                  51,788                            -                  129,197                      4,370                      4,370                  133,567                  110,211 
Food Service                            -                            -                            -                              -                              -                              -                              -                              -                              - 
Student Services                  22,961                  80,128                            -                  103,089                              -                           20                           20                  103,109                  385,773 
Office Expense                            -                            -                            -                              -                              -                              -                              -                              -                              - 
Depreciation                178,553                122,358                            -                  300,911                              -                    10,896                    10,896                  311,807                  292,043 
OTHER                505,950                246,732                            -                  752,682                              -                      2,806                      2,806                  755,488                  712,802 
Total Expenses  $        4,587,257  $        3,107,699  $                        -  $          7,694,956  $                          -  $              257,084  $              257,084  $          7,952,040  $          6,630,469 

Program Services Supporting Services

Great Oaks Charter School
Statement of Functional Expenses

as of June 30

2020



GREAT OAKS CHARTER SCHOOL 

SCHEDULE OF FINDINGS AND RESPONSES 

YEAR ENDED JUNE 30, 2020 

 

Finding 2020-001  

Statement of condition  
During the 2020 audit, we noted the Fiscal Policies and Procedures (“FPP”) were not always followed in 
practice. Our testing identified one instance where a contract for services in excess of $25,000 was 
entered into by the Executive Director, but was not approved by the Board of Trustees. This contract was 
then paid with a check signed by the Executive Director and did not have a second signature as all checks 
over $10,000 require.  

Criteria and effect of conditions  
The Charter School entered into a contract agreement without proper approval and the services were paid 
for without proper authorization.  

Recommendation  
We recommend the proper procedures are followed as documented in the FPP to ensure effective controls 
are in place with respect to contracts and check signing. If the current procedures are not workable, 
alternative procedures should be designed and implemented and the FPP updated accordingly.  

Management’s response  
We concur with the finding. This finding has been reviewed with the School management and finance 
staff. Corrective action has been taken to review upcoming procurement needs on a weekly basis to 
ensure that contracts in excess of $25,000 are approved by the Board of Trustees prior to a contract 
agreement or purchase order. In addition, adoption of the online payment processing system for accounts 
payable will ensure that payments over $10,000 will require the approval of the school leader and 
Treasurer for payment. 
 
 
 
 
  



SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES  

Finding 2018-002  

Statement of condition  
During the 2018 audit, the prior auditors noted that due to the vacancy in the controller position, many 
accounts were not reconciled during the school year.  
 
Criteria and effect of conditions  
The Charter School should update and reconcile all material accounts on an ongoing basis.  

At year end, the general ledger required significant entries to be recorded to reconcile many of the general 
ledger balances. This also delayed the audit process.  

Recommendation  
We recommend that the Charter School establish procedures to ensure that all material general ledger 
accounts be reconciled and reviewed on a monthly basis.  

Management’s response  
We concur with the finding. The finding has been reviewed with management and staff. Corrective action 
has been taken and new procedures have already been implemented to reconcile all accounts on a monthly 
basis.  
 
Prior year status  
During our 2019 audit, we noted through the hiring of a new Chief Financial Officer and an outside 
accountant material general ledger accounts were reconciled, with the exception of accrued expenses 
which required a significant audit adjustment. We recommend the Charter School keep appropriate details 
regarding what accrued expenses consist of and ensure that this is reconciled and reviewed on a monthly 
basis.  

Management’s response  
We concur with the finding. The finding has been reviewed with the School management and staff. 
Corrective action and new procedures have been implemented to keep the detailed expenses by vendor of 
the accrued expenses separate, and to ensure they are reconciled and reviewed on a monthly basis.  

Current status  
During our 2020 audit, we noted a significant number of general ledger accounts were not reconciled and 
required a significant number of adjusting entries throughout the audit process. We also noted all revenue 
was not recorded, which required a significant audit adjustment. We recommend the Charter School 
ensure all general ledger accounts are reconciled and reviewed on a monthly basis. We consider this 
finding to be a significant deficiency which also delayed the audit process.  

Management’s response  
We concur with the finding. This finding has been reviewed with the School management and finance 
staff. Corrective action has been taken so that general ledger accounts are reviewed and reconciled on a 
monthly basis. Specific focus will be given to the revenue and accrued expense accounts. 
 
 
  



SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES  

Finding 2018-003  

Statement of condition  
 
During the 2018 audit, the prior auditors noted that rent expense was recorded based on actual rent 
payments.  

Criteria and effect of conditions  
 
Rent expense should be recorded on the straight-line basis over the term of the lease. Management did not 
analyze the impact to the general ledger.  

A journal entry for $132,419 was required to correct rent expense.  

Recommendation  
We recommend that rent should be recorded based on the straight-line basis in the future.  

Management’s response  
We concur with the finding. The finding has been reviewed with management and staff. Corrective action 
has been taken and the rent is going to be recorded on the straight-line basis on a monthly basis.  

Prior year status  
During our 2019 audit, we noted that the outside accountant made adjustments to record the rent expense 
on a straight- line basis. However, additional adjustments were required to account for fixed operating 
expenses included in the lease agreements. We recommend the Charter School incorporate these fixed 
expenses into their calculation of deferred rent going forward.  

Management’s response  
We concur with the finding. The finding has been reviewed with the School management and staff. 
Corrective action and new procedures have been implemented to incorporate fixed operating expenses of 
the lease into the deferred rent calculation. This account will be reviewed and reconciled monthly.  

Current status  
During our 2020 audit, we noted the adjustments to record the rent expense on a straight line basis, 
includes the additional adjustments to account for fixed operating expenses included in the lease 
agreements were made. However, we noted an adjustment made to rent expense for $19,250 that needed 
to be reversed. We recommend the Charter School reconcile the accounts to ensure proper account 
balances.  

Management’s response  
We concur with the finding. This finding has been reviewed with the School management and finance 
staff. Corrective action has been taken so that rent, which is recorded on a straight-line basis with 
adjustments for fixed operating expenses included in the lease agreement, will be rereviewed and 
reconciled on a monthly basis by the finance team to ensure proper account balances.  
 














