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September 28, 2018

Board of Directors
Providence Creek Academy Charter School, Inc.
Clayton, Delaware

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities and each maijor
fund of Providence Creek Academy Charter School, Inc. ("the School"), Clayton, Delaware (a component
unit of the State of Delaware), as of and for the year ended June 30, 2018, and the related notes to the
financial statements, which collectively comprise the School's basic financial statements, as listed in the
table of contents.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

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

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

We belleve thal the audit evidence we have obtalned Is sufficlent and appropriate 1o provide a basis for
our audit opinions.

Oplnions

In our opinion, the financlal statements referred fo dbove present falrly, In all material respects, the
respective financial position of the governmeantal activities and each major fund of Providence Craelk
Academy Charter School, Inc. 05 of June 30, 2018, and the respective changes In lis financlal position for
the year then ended ih conformity with accounting principles generally accepted in the United States of
Ametica, ‘

Emphgasls of g Matter

As discussed In Note 1 to the financial statements, Providence Creek Academy Charter School, Inc. has
adopted the recuirements of GASB Stafement No. 75, "Accounting and Financial Reporting for
Postemployment Benefils Other than Pensions.” This statement madifles the accounting for the School's
other posiemployment benefits. As ¢ result, the beginning govemmental activilies net position has been
restated, Qur epinion Is nol medified with respect o this matter.

Repott on Summaitzed Comparative Information

We have previously aucdlited Providence Creek Academy Charter School, Inc.'s 2017 financlal statements,
and we expressed unmodifled oplnlons on the respective financial statements of The govermnmental
activities and ecich major fund in our report dated September 22, 2017, In our opinlon, the summaltized
comparative information presented hereln as of and for the year ended June 30, 2017 Is consistent, in all
material respects, with the audlied financidl staiftements from which it has been derivad.

QOther Matiers

Roquired Supplemenitary information

Accounting piinciples generally accepted in the United States of Ametica require that the management's
discusslon and analysis on pages 41hrough 10, and the budgetary comparison schedule - general fund,
schedule of the School's proportionate share of the net penslon liabllity, schedule of School pension
contributlons, schedule of the School's proporilonate share of the net OPER llabllity, and schedule of
School OPEB contributions on pages 34 through 40 be presented to supplement the basie finanoial
statements. Such Information, aithough not a part of the basle financlal statements, Is required by the
Governmental Accounting Standards Board, who considers Iif o be an essential part of financial reporting
for placing the basle financial siaterents In an appropriate operational, economic, or historleal context.
We have applied certain Imited procedures to the required supplementary information In accordance
with auditing standards generafly accepted in the United States of America, which conslsted of inquities of
management about the methods of preparing the Information and comparing the Information for
conslstency with mancgement's responses to our inguiries, the basic financlal statements, and other
knowledge we obidined durlng our audlt of the basic financial statements. We do not exprass an opinion
or provide any assurance on the information becauss the limited procedures do not provide us wiih
sufficient evidence fo express an opinlon of provide any assurance.




Board of Blrectors
Providence Creelk Academy Charier School, Inc.

Other Information

Our audit was conductad for the purpose of forming oplnions on the financial statements that collectively
comptise the School's basic finoncial stalements.  The combining beitince sheat - genstal fund,
combining statement of revenues, expenditures, and changes In fund balances - general fund, and
schedule of expendltures by natural classification - governmental funds cre presented for purposes of
additional analysls and are not a required part of the baslc financial statements.

The combining balance sheet - general fund, combining statement of revenuas, expendituras, and
changes In fund balances - general fund, and schedule of expenditures by natural classification -
govermnmental funds are the responsibliity of management and were derived from and relate directly o
the underlying accounting and other records used to prepare the basle financial statements.  Such
information has been subjected to the gudifing procadures applled in the audlt of the basic financidl
stettements and certain addltional procedures, including comparing and reconciing such Information
directiy to the underlying accounting and other records used to prepare the basic financlal statements or
to the basle financlal statements themselves, and other addiflonal procedures in accordance with
audifing standards generally accepled In the Unlted Stales of America. In our opinion, the combining
Ixtlance sheet - general fund, combining siafement of revenues, expenditures, and changes in fund
batances - general funci, and schedule of expenditures by naiural classification - govemmental funds are
falrly stated In all material respects In relation fo the basic financlal statements as o whole.

Other Reporiing Requlred by Government Audifing Standqrds

In accordance with Government Audifing Sfandards, we have also Issued our report dated September 28,
2018, on our considercition of the School's Internal conirol over financial reporting and on our tests of its
compliance with certalin provisions of laws, regulations, contracts, and grant agreements and other
mertters. The purpose of thot report s fo describe the scope of our festing of intemal control over financlal
reporting and compllance and the results of that festing, and not fo provide an oplnlon on infemai control
over findncial reporting or on compllancs. That report is an integral part of an audlt performed in
accordance with Government Audifing Standords In considering the School's infernal control over
fincncial repotting and complianga,

Ondmonos: Tt f Gopy LLP
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.
MANAGEMENT'S DISCUSSION AND ANALYSIS — UNAUDITED
YEAR ENDED JUNE 30, 2018

Our discusslon and ancalysis of the School's financial perfordhce provides an overview of the
financial activitles for the year ended June 30, 2018, Please read it in cenjunction with the
Independent Audlicr's Report on pages 1 - 3, and the School's financial staiements, which begin on
page 11. o .

FINANCIAL HIGHLIGHTS

The net posifion of the School decreased by §950,904, or 7.33 percent, Program revenues
accounted for $572,395, or 8.30 percent of total revenues, and the general revenues accounted for
$6,321,725, or 21.70 percent. of total revenues. Also, the general fund reported o posiiive fund
balance of §1,851,936. '

The school Implemented Governmenial Accounting Slandards Board ["GASE") Statement No. 75,
‘Accounting and Financlal Reporting for Postemployment Benefits Other Than Pensions.” The purpose
of this slatement is fo Improve transparency, conslstency, and comparabillly of pestemnployment
benefits other than pensions reported by stale and local governments (e.g. charter schools and
school districts}. The Implemeniation of GASB Statement No. 75 has had an Impact on the entity-wide
statements. The School Is now required to report its propottionate share of the het other post-
employment benefits {"OPEB’Z liability. This pertion of the net OPEBR llability was o major foctor in the
total deficit In net position of $13,219,208. The net QPEB liability reporied In these financlal stalements
at June 30, 2018 totals §11,999,194. While the net OPEB liabillty Is sighificant fo the School's financlal
staterments, It &5 a labilly that the School has limifed control over.  This llabillly s onlicipated to
conftinue fo Increase in fulure years as medical costs Increase. Reporling In the governmental fund Is
not affectad by the implementation of this stafement,

The largest changes In the School's statement of net position compared to FY 2017 can be seen In the
deferred inflows of resources. Deferred inflows Increased by 51,406,851, This Inctease was mainly
driven by the implementation of GASE Statement No. 75 duting the fiscal year.

USING THE ANNUAL FINANCIAL REFORT

This annual flnancial report consists of ¢ serles of financlal statements and related notes 1o those
statements, The stofements are organized so the tedder can understand the School as a whole, and
then to provide an increasingly detalled look ¢t spacific financial activiiles.

REPORTING THE SCHOOL AS A WHOLE

The Statement of Nef Pasition cnd Statement of Activities

One of the most impottant questlons asked about School finances Is, “Is the Schoot better or worse off
as o result of the vear's activities?" The statement of net position and the statement of aclivitles report

information aboul the School as a whole and akout its activities in a manner that helps fo answer this
guestion. These statements Include all assets, deferred outflows of resources, liablities, and defetred




PROVIDENCE CREEK ACADEMY CHARTER SCHOOQL, INC.
MANAGEMENT'S DISCUSSION AND ANALYSIS — UNAUDITED (CONT'D)" -
YEAR ENDED JUNE 30, 2018

Inflows of resources using the accrual basls of accounting which Is similar o the accounting used by
private sector corporations.  All of the year's revenues and expenses are taken info censlideration
regardless of when the cash Is recelved or pald. These iwo statements report the School's net position
and changes thereof. The change in net posilon provides the readear with a tool to assist in
determlining whether the School’s financlal health is Improving ot deteriorating. The reader will need
to consider othet nonfinancial factors such as student enroliment and facility condltions in armiving of
their conclusion regarding the overall health of the School.

REPORTING THE SCHOOL'S MOST SIGNIFICANT FUNDS
Fund Financial Statements

Our anclysis of the School's major funds and fund financlal statements begins on puge 13. These
statements provide detailad Information about the most significant funds and not the School as o
whole, Cerialn funds ars required to be esiablished by State statute, while meany other funds may be
astablished by the School to help manage money for partlcular purposes and compllonce with
vaiious grant provisions.

Governmenial Funds

All of the School's activitles are repotted In the govetnmental funds, which focus on how rmoney flows
inte and out of those funds ond the balances left at year end cvallable for spending [n future periods.
These funds are reported using an accounting method called modified dectual accounting, which
measures cash and other financlal assets that can reddily be converted to cash. The statement of the
govemnmental funds provides a defailed short-term view of the School's general government
operations and the baslc services it provides. Governmental fund informallon helps one determine
whether there are more of less flnancla! resources available 1o spend in the near future fo finance the
School's programs. The differenice between governmental actlvities (reported In the statlement of net
position and jhe statement of aclivities) and the governmental funds s reconclled in the basic
financlal statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earller, net position may serve over fime as a useful indicator of a government's financial
position. In the case of the School, liabilitles and deferred inflows of resources exceeded assels and
deterad outflows of resources by §13,919,208 ot the close of the fiscal year. The School's total assets
are comptised of cash and equivatenis (20.04 percent), accounts recelvable (0.37 percent), and
caphal assets net of depreciation (79.69 percent). The School uses capltal cassets to provide senvices;
consequently, capital assets ara not avallable for future spendling.  Although the School's Investment
in Its capital assets 15 reporfed net of related debt, it should be noted that the resources needed fo
repay such debt must be provided from ofher sources, since the capifal assets themselves cannct be
usad to ligukiate the debt obligations.

A summearized comparative analysis for the flscdl year 2018 1o 2017 follows:




PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.
MANAGENMENT'S DISCUSSION AND ANALYSIS — UNAUDITED (CONTD)
YEAR ENDER JUNE 30, 2018

TABLE 1
NET POSITION
June 30, 2018 and 2017
2018 2017

Current and Other Assets
Current assets $ 2509613 $ 2,778,462
Capital assets, net of depreciation 10,136,673 10,497,290

Total Assots : 12,736,186 13,275,742
Deferred Outflows of Resources 1,716,624 1,691,487

Total Assets and Deferred Cutflows of Resources 14,462,810 14,007,229
L.labilities
Current liabilities 975,804 899,203
Long-term liabilities 25,008 663 26,865,230

Total Liabilities 26,884,367 27,794,433
Deferred Inflows of Resources 1,487 651 81,100

Total Liabilitles and Deferred Inflows of Resources 28,372,018 27,875,533
Net Deficit
Net investment in capital assets (1,642,290) {1,421,076)
Restrictad 52,560 26,280
Unrestricted (deficit) (12,320,478) (11,573,608)

Total Net Deficit $(13,915,208) $(12,868,304)

Table 2, which foliows, teflects the School’s revenues received by funding source and how the funding
recelved was expendead by function.

TABLE 2
CHANGE 1N NET POSITION
Fiscal Years Ended Jung 30, 2018 and 2017

2018 2017
General Revenues
Charges to school districts § 838,606 5 884,678
State aid not restricted to specific purposes 5,238,106 5,349,815
Earnings on cash and cash equivalents 13,1086 167,081
Ofther revenues 231,907 328,044
Total General Revenues 6,321,728 8,730,015
Program Revenues
Federal ald 338,671 381,432
Facllities rental . 5,649 5,645
School cafeteria fees 123,752 181,083
Summer camp fess 104,323 104,089
Total Revenues 6,804,120 7,402 244




PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.
MANAGEMENT'S DISCUSSION AND ANALYSIS — UNAUDITED {CONT'D)
: YEAR ENDED JUNE 30, 2018

TABLE 2
CHANGE IN NET POSITION
Figcal Years Ended June 30, 2018 and 2017

2018 2017

Expenses
Instructional services 5,802,336 5,872,481
Suppott services:

Operation and maintenance of faclittes 571,270 575,720

Transpertation 723,959 743,501
School food services 310,659 259,508
Interest on long-term debt 436,500 534,933

Total Expenses 7,845,024 7,686,143

Change in Net Deficit $  (850,904) $ (283,899
Government Aclivitles

The net poslilon of the School's governmental activitles decreased by $§950,904, and unresiricted net
position feflects a negalive balance of $12,329,478. The decredase in net position is aitributable o
the Incraegse in Instructional services expenses and decrease In overall revenue.

The statement of activitles shows the cost of program services and the charges for services, and girants
and conttlbutions offsetting those services. The table below reflacts the cost of program sesvices and
the net cost of those seivices aflter taking into account the program revenues for the govemmental
aciivitles, General revenuss which Include charges to school districts, State did not restricted for
specific purposes, cash and investment exarnings, and other local revenues must support the net cost
of the programs.

SERVICES
2018 . 2017
Net Cost Net Cost
“Total Cost (Revenue) Total Cost {(Revenue)

Governmental Activities
Instructional services $ 5,802,336 $ 5,491,037 $ 5,672,481 $ 5,223,659
Support services:

Qperation and maintenance

of faciliies 571,270 565,621 575,720 670,078
Transportation 723,959 723,889 743,601 743,501
School food services 310,959 65,612 269,508 (58,254)
Interest on long-term debt 436,500 436,500 534,933 634,933

Total Expenses $ 7,845,024 $ 7272629 $ 7,686,143 $ 7,013,914

The rellance on generdl revenuas to support the governmenial activities 15 reflected by the net cost
servicas' columns, which basically indicate the need for general suppott to fund School operations.
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.,

MANAGEMENT'S DISCUSSION AND ANALYSIS — UNAUDITED {CONT'D)
YEAR ENDED JUNE 30, 2018

THE SCHOOL'S FUNDS

The governmental funds [as presented on the balance sheet on page 13) reported o fund balance of
41,904,496, which is o dectease from the prior year's amount by $234,132, The schedule below
indicates the fund bealance and the fotal changes in fund balance from June 30, 2017 fo June 30,

2078.

Governmental Fund Balance
Restricted - debt service
Unassigned - general fund

Total Fund Balance

General Fund

increase

2018 2017 {Dacreasg)

$ 52,660 $ 26,280 $ 26280
1,861,036 2,112,348 (260,412)
$ 1,004,496 $ 2,138,628 $ (234,132)

The decrease in the School's fund balance of the general fund I8 dus malnly to increases n
expenditures for food selvice and capltal ouflay. This was furthered by decreases in the level of
funding from charges fo school districts, state sources, federal sources, food sevices, Investments,
contributions, and miscellaneous revenues, Expendiiures for food services Incteased as well; however,
they Increased at a lower level than the increase In revenues.

The tables thai follow will assist the reader In evaluating the financlal activitles «s compared to the

prior yaar,

Revenles

Chargoes to schoo! districts

State sources

Fedzral sources

Food service revenue

Earnings on cash and cash investments
Facilltles rental

Summer camp

Contributions

Miscellaneous revenue

Total Revenues

Amounts Percentage

2018 2017 (%) Change
$ 838,608 $ 884878 -5.24%
5,238,106 5,340,915 -2.09%
338,671 381,432 ~11.21%
123,752 181,063 -31.65%
13,106 27,701 -52,69%
5,649 5645 0.07%
104,323 104,099 0.22%
1,956 17,674 -88.87%
229 651 310,487 -25.93%
$ 6,894,120 $ 7,262,864 -5.08%
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PROVIDENCE CREEK ACADEMY CHARTER SCHQOL, INC.
MANAGEMENT'S DISCUSSION AND ANALYS!S —~ UNAUDITED (CONT'D)
YEAR ENDED JUNE 30, 2018

The largest portions of genaral fund expenditures are for personnel costs, which Include salaries and
related employment costs. The School is a service-oriented organization and, as such, is very labor
Intensive.

Amounis Percentage
2018 2017 (%) Ghange

Expenditures by Object
instructional services $ 5,306,082 $ 5,531,348 -4 07%

Support servicas:

Operation and maintenance of facilities 278,247 299,828 -7.86%
Transportation 548,985 568,827 -3.49%
School food services 310,859 256,060 21.44%
Capital outiay 109,280 7,149 1428.61%
Debt services 344,340 430,832 -20.08%
Total Expenditures by Object ' $ 6,805,892 $ 7,084,012 -2.78%

GENERAL FUND BUDGET INFORMATION

The Schools budget Is prepared on the modified accrual basis of accounting.  The most signiflcant
hudgeted fund is the general fund. The School may amend lts revenue and sxpendiure esiimartes
perlodically due to changing conditions. The original budgst was not amended during flscal year
2018.

For the fiscal year ended June 30, 2018, actual revenues came in under anticlpated amounts by
558,662 and acfual expenditures came in under budget by $97.590.

CAPITAL ASSETS

The School has §10,136,573 nvested In capltal assels, net of depreciation. Durng the current year,
the School purchased d new school bus for $83,000 and incurred depreclation of $443,717.

DEBT ADMINISTRATION

As of June 30, 2018, the School had total oulstanding debt of $11,778,863 In the form of bonds, o
loan, and a note payable. Detalled Information regarding long-term debt activity Is Included in Note
4 io the financlal statements. A new loan was issued In the 2017 - 2018 year In the amount of
$83,000.

Other abligations Inciude the net pension llability, net OPEB llability, accrued vacation pay, and slicle
laave for School employees. More detailed information about long-term llabllifles Is Included in Notes
4, 6, and 7 fo the financlal stotemants.




PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.
MANAGEMENT'S DISCUSSION AND ANALYSIS — UNAUDITED (CONT'D)
YEAR ENDED JUNE 30, 2018

FACTORS EXPECTED TO HAVE AN EFFECT ON FUTURE OPERATIONS

The School Is primarily funded by the Stafe of Delaware and local municipalitles, and thus Is offected
by the economic outlook for the State and municlpalities. The State and municipalitles continue fo
support the funding of education.

The financlkil modsi the School has developed s based on the funding formula currently in effect
under the Delaware Charter School Law. I the funding formula for charer schools changes,
adjustments fo the underlying assumptions of the model will have to be made.

CONTACTING THE SCHOOL'S FINANCIAL MANAGEMENT

This fingnclal report Is designad to provide out fellow cllizens, customers, Invesiors, and creditors with a
general overview of the School's finances and to show the School's cecountabllity for the funding
recelved. If you have questions about this report or need additionai financial information, contaci the
School's Finance Offlce at (302) 653-62746 or by willing to 273 West Duck Creek Road, Clayton, DE
16934,

-10-
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL., ING.
STATEMENTS OF NET POSITION
JUNE 30, 2018 AND 2017

2018 2017
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
CURRRENT ASSETS:
Cash and cash equivalents § 2,662,812 $ 2716452
Accounts recaivahble 46,801 83,000
Total Current Assets 2 599,673 2,778,452
NONCURRENT ASSETS:
Land 1,685,806 1,565,906
Depreclable capltal nssets, net 8,550,667 8,911,584
Total Nencurrent Assats 10,136,573 10,497,290
TOTAL ASSETS 12,736,188 13,275,742
DEFERRED QUTFLOWS OF RESOURCES:
Defarred pension contributions 293,402 277,590
Defarrad pension 818,809 1,000,067
Deferrad QPER contributions 310,491 344, 7M
Deferrad OPEB 202,832 -
TOTAL DEFERRED OUTFLOWS OF RESQURCES 1,716,624 1,631,487
TOTAL ASSETS AND DEFERRED QUTFLOWS OF RESOURGES $ 14,452,810 $ 14,807,229
LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND
NET POSITION (DEFICIT)
CURRENT LIABILITIES:
Accounis payable $ 26,497 $ 20,018
Accrued salaries 668,620 618,906
Accrued Interest 37,588 38,285
Current pottlon bonds, lean, and note payable 243,008 221,004
Tatal Current Liabllities 975,804 899,203
NONCURRENT LIABILITIES:
Bonds, loan, and note payabls 11,635,764 11,607,271
Compensated ahsences 192,968 145,068
Net pension liabiltty 2,180,637 2,200,079
Neat OPEB liability 11,809,104 12,851,912
Total Nancurrent Liabilities 25,008,563 26,585,230
TOTAL LIABILITIES 26,884,387 27,194,433
DEFERRED INFLOWS OF RESQURCES! :
Deferrad penslon 63,077 81,100
Deferred OPER 1,424,574 -
Total Deterred Inflows of Resources 1,487 851 81,100
TOTAL LIABILITIES AND DEFERRED INFLOWS QF RESOURGES 28,372,018 27,675,533
NET POSITION (DEFICIT):
MNet Investment in capital assets (1,642,200) (1,424,075)
Restricted 52,580 26,280
Unrestricted (defislt) (12,320,478) {11,573,509)
TOTAL NET POSITION (DEFICIT} l 13,91 9,2085 {12,268,304)

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES,
AND NET POSITION (DEFICIT)

$ 14,452,810

The accompanying notes are an integral part of these financial statsments,

w11 -

$ 14,807,229
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PROVIDENCE CREEK ACADEMY CHARTER SCH60L, INC.

BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2018

'{With Summarized Comparative Data for June 30, 2017)

ASSETS:

Cash and cash equivalents
Accounts receivable
TOTAL ASBETS

LIABILITIES AND FUND BALANCES
LIABILITIES:

Accounts payable

Accrued salaries and benefits
TOTAL LIABILITIES

FUND BALANCES:
Restricted

Unassigned

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

General Deht Servica Total Governmental Funds
Fund Fund 2018 2017

$ 2,500,252 $ 52,680 $ 2,652,812 $ 2,715,452
48,801 ‘ - 46,801 63,000
$ 2,547,063 $ B2560 $ 2,600,813 $ 2,778,452
$ 26,497 3 - $ 26497 $ 20918
‘668,820 - 668,620 618,808
605,117 - 695,117 636,824
- 52,560 52,560 26,280
1,861,938 - 1,851,936 2,112,348
1,851,836 52,560 1,804,486 2,138,628
$ 2,547,053 $ 562,580 $ 2,509,613 $ 2778462

The accompanying notes are an integral part of these financial statements.
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.
RECONCILIATION OF BALANCE SHEET - GOVERNWMENTAL FUNDS

TO STATEMENT OF NET POSITION
JUNE 30, 2018

TOTAL FUND BALANGE - GOVERNMENTAL FUNDS

The total nat deficit reported for govemmental activities in the statement of net position
1a different because:

Capltal assets used In governmental : activitios are not financial resources and,
therefore, are not reporied in the funds. Capital assefs net of accumulated
depreciation as detalled in the footnotes are Included in the statements of net position.

Some llablitles are not due and payable In the current perlod and, therefore, are not
reported in the funds, Those llabllities conslst of:

Bond, loan and note payable
Accruad interest
Compensated absences

Net pension liability

Net OPER lability

Defaired Inflows of resources and outflows of resources related to the School's net
penslon labilily are based on the differences between actuarially determined actual
and expsected investment returns, changes in the actuarally determined proportion of
the School's amount of the total penslon Habllity, and pension contributlons made after
the measurement date of the net pansion llability. These amounts will be amortlzed
over the estimated remeatning average service life of he employees.

Deferred outflows - pansion contributions
Deferrad outflows - pension
Defarred inflows - penslon

Deferred inflows of resources and outflows of resources related to the School's net
OPEB labillly are based on the differances batween actuarlally deterrmined actual and
expeoted investment returha, changes in the actuarially determined proportion of the
School's amount of the total OPEB llabllity, and OPEB contributions made after the
measurement <ate of the net OPEB tabllity. These amounts will be amortized over the
astimated remaining average service life of the employses.

Deferrad oulflows - OPER contributions
Deferred oulflows - OPER
Dsferred inflows - OPEB

TOTAL NET DEFICIT OF GOVERNMENTAL ACTIVITIES

The accompanying hotes are an Integral part of these financial statements.
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${11,778,863)
(37,588)

- {192,068)
{2,180,657)

{11,890,194)

293,402
619,899

{63,077)

310,491
292,832
(1,424,574)

$ 1,004,496

10,136,673

(26,189,260)

1,050,224

{821,251)

$ {13,919,208)




PROVIDENGCE CREEK ACADEMY CHARTER SCHOOL, INC.
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2018
(With Summarized Comparative Data for the Year Ended June 3{, 2017)

REVENUES

Charges to school districts

State sources

Federal sources

Food service revenue

Earnings on cash and cash investments

- Fagllities rental

Summer camp
Contributions
Miscallaneous revenus
TOTAL REVENUES

EXPENDITURES
Current:
Instructional services
Qperation and maintenance of facilitles
Transportation
Food services
Capltal outlays
Debt service;
Principal
Intarest
TOTAL EXPENDITLRES

DEFICIENCY OF REVENUES
UNDER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Proceeds from lasuance of debt
Transfers in

Transfers out

TOTAL OTHER FINANGING SOURCES (USES)

NET CHANGE IN FUND BALANGES
FUND BALANCES, BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

General Debt Service Total Governmental Funds
Fund Fund 2018 207
$ 838,508 $ - $ 838,608 $ 884,978
5,238,108 - 5,238,106 5,349,915
338,871 - 338671 381,432
123,762 - 123,762 181,053
13,108 - 13,106 27,701
5,649 - 5,649 5,645
104,323 - 104,323 104,099
1,086 - 1,066 17,574
229,951 - 229,951 310,467
6,884,120 - 6,884,120 7,262,864
5,308,082 - 5,308,082 5,531,348
276,247 “ 276,247 200,828
548,985 - 548,985 568,827
310,959 - 310,959 266,060
109,278 - 109,279 7,145
141,390 81,112 222,502 207,743
202,950 234,248 A37,198 538,449
6,805,892 315,360 7,211,262 7,409,404
{1,772) {315,380) (317,132) (146,540)
83,000 - 83,000 -
- 341,640 341,640 315,392
(341,840) - (341,640) {315,392)
{258,640) 341,640 83,000 -
(260,412) 26,280 {234,132) {146,540)
2,112,348 26,280 2,138,628 2,285,168
$ 1,851,936 $ 62,560 $ 1,904,496 $ 2,138,628

The accompanying notes are an integral part of these financial statements.
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PROVIDENCE CREEK ACADEMY CHARTER 3CHOOL, INC,
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
N FUND BALANCES - GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2018

NET CHANGE iN FUND BALANCES - GOVERNMENTAL FUNDS

Amounts reported for governmental acivities in the statement of activities are different -

bacause:

Tha governmental fund reporte ocapltal outlays as expendlivres, However, In the
statement of actlvities, assets with an Initlal, individual cost of more than $26,000 are
capitalized, and the cost Is alioceted over thelr estimated useful lives and reported as
depraciation expense. This Is the amount by which depreciation excoeded capltal outlays
in the current perlod. :

Caplat outlays
Depreclatlon expense

The lssuance of long-tarm debt (a.g., notes, (eases) provides current financial resourcas
te governmental funds, while the rapayment of the principal of long-term delst consumes
the current financlal resourcas of govarnmental funds, Naither transaction, however, has
zny effect on net posltien. '

Principal payments oh bands, loan, and note payable
Issuance of loan payabla

Inferast on long-term debt in the statement of activities differs from the amount reported
in tha governmental funds because interest is recognized as an expenditure in the funds
when It Is due and, thus, requires the use of current financial resources, [n the statement
of activities, howaver, interesi expense [s recognized as the intarest acorues, regardless
of when It Is due,

Soma expenaes reported n the stafement of activities do not require the use of current
resources and, therafore, are not reported as axpenditures In the governmental funds.

Compensated absences

Panslon expenses In the statement of activilles differ frem ihe amount reported in the
govemnmental funds because pension expenges are recognized on the statement of
aclivities based on the School's proportiohate share of the expenses of the costsharing
penslon plan, whereas penslon expanditures are recognized in the governmental funds
when a requirement to remit contributions to the plan exists,

OPEB oxpanses In the statement of activities differ from the amcunt reported In the
govarnmental funds because OPEB expenses are recognized on the statement of
actlvitles based on the Schaal's proportionate share of the expenses of the cdst-sharing
plan, whereas OPEB expendiures are recognized in the governmental funds when a
requiremant to remit contributions to the plan exlsts,

CHANGE IN NET DEFICIT - GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financlal statemants.
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§ 83,000
(443,717}
222,502
{83,000

$ (284,132)

(360,717)

139,502
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(47,000)
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$ __ (950,004)




NOTE 1

PROVIDENCE CREEIC ACADEMY CHARTER SCHOOL, INC.,

! NOTES TO FINANCIAL STATEMENTS

- SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES

Desciiption of the Chartar School

Providence Creelk -Acaclemy Charter 5chool, Ine. (“the School") Is organized under Delaware
Code, Title 14, Chapter 5 of the State of Delaware. The Charter School Law grants cuthority for
independent public schools fo be created for the purposs of Increasing cholces for parenis of
public school students and Increqsing academle performance. A charter school is on
independent public school governed by an Independent board of directors. In Delawars,
charter schools have the same basic standing as a school district with some exceptions - most
nofably, they may not levy taxes. To encourage Innovation, charter schools operate free from a
number of state laws and regulations,  An Initlal charter is granted for a three-year perled,
renewable every five years thereafter.

Charter schools are funded similarly fo other public schools In that state and tocal funds are
allocated for each enfolled student, Publlc funds are not pravided for facliies. Charter schools
may charge for selected additional costs conslsient with those permitted by other school districts.
Because a chartet school recelves locdl, state, and federal funds, they may not charge tuition.

The financial statements of the School have been prepared In conformily with generally
accepted accouniing ptinciples as applied fo local governmenia! units, The Sovemnmenial
Accouniing Standards Board {"GASB") is the accepted standard-setting body for establishing
governmental accounting and financial reporting princlples. The mote signiticant accounting
policies of the School dre desctlbed below.

Reporting Entity

The School is o special purpose government and is considered o component unit of the State of
Delaware, A component unlf, although a legally separate entlty, Is, In substance, part of the
State of Delaware’s oparations. The Schoal has no component units for which it [s considerad fo
ba financially accountable,

Entity-wide and Fund Finanglal Statements

The entlty-wlde flnancial statements (the statement of net posifion and the statement of aciivities)
reporf information on ¢ll of the activilies of the School, For the mest part, the effect of interfund
actlvity has been remeoved from thess financlal statements,

The statement of uctivities demonstrates the degree to which the direct expenses of a glven
program dre offset by program revenues. Direct expenses are those that are clearly Identifiable
with a speciflc program. Program revenuss include grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function. Amaunts reported as
pregram revenues Include 1) charges fo siudents for speclal fees, supplies, food, or services
provided; 2) opetaing grants and contributions; and 3) capltal grants and confitbutions.
Internally dedicated rescurces are repotted as general revenues rather than as program
tevenues, Likewlse, general revenues include charges to school districts.
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NOTE 1

FROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING PQLICIES (cont'd)

separate financial statements are provided for the governmental funds.

Measursment Focus, Basis of Accounting, gnd Financidl Statement Presentodion

Entity-wide financlal statements cire reported using the aconomic resources meaqsurament focus
ond the accrual basls of accounting. Revenuss are recorded when ecrmed and expenses cre
recorded when a liablilty Is ncurred, regardiess of the timing of related cash flows. Charges fo
the School are recognized as revenuas in the year for which they are billed. Grants and similar
ftems qrre recognized as revenue as soon as all eligibllity requirements Imposed by the provider
have been mef,

Govermnmental funds financlal stalements are reported using the current financlal resources
measurement focus and the modified accrual basls of aecounting. Revenues are recoghized ds
soon as they are both measurable and availoble. Revenues are considered to be avaiiable
when they are colleclible within the cunent periad of soon enough thereafier 1o pay llakiiities of
the current period. For this purpose, the School considers revenues fo be avallable if they are
collected within 60 days of the end of the current fiscal perlod, Expenditures generally are
recorcied when A llabliity Is Incurred, as undat accrual accounting, However, debit service
expendltures, as well s expendiiures related to compensated absences, dre recorded only

when payment is due. '

Charges to the school districts, state appropriations, and Interest assoclated with the curent flscal
petlod are all considered fo be susceplible to acerual and so have besh recognized asrevenues
of ihe current fiscal petlod. All ofher revenue iHems dre consideted to be mecasurdble and
avallabie only when the School receives cash,

The School reports the following major govemnmentdl funds:

General Fund — The general fund Is the Schocl's primary operating fund. It accounts for all
financial resourceas of the School, except those required to be accounted for in another fund.

Debt Service Fund — These funds are maintained to accumulate resources for the payment of
principal and Inferest on long-term general obligation debt.

Encumprance Accounting

Encumbtance accounting is employed by the School's governmental funds. Encumbrances (e,
purchase ordets and contracts) outstanding ot year end dre repotled as assigned fund balance
and do not constitute expendiiures or iabilities because the commitments will be reappropriated
and honored during the subsequent year,
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NOTE 1

PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING, POLICIES (cont'd)

Recslvables

The School considers alt accounts recelvable at yvear end to be collectible; therefore, no
cilowance for doubtful accounts has beaen recorded.

Capltal Assets

Copltal assets, which includs land improvements and furhifure and equipment, are reported in
the ertity-wide financial sictements. The School defines capltal assets as assets with an inlfial,
Individual cost of more than §$25,000 and an estimated useful life in excess of one year, Such
assets are recorcled of historical cost or estimated cost If purchased of construcied, Donated
capital assets are recorded af estimated falr value at the date of donatlon. The cost of normal
maintenance and repairs that do not add o the value of the asset or materlally extend lives of
the assets are not capitalized. Major cutlays for capital assets and Improvements cre capliciized
s projects are cohstructed. Intarest cost Incurred during construction Is not capltalized,

Capital assets of the School are depreciated using the straight-line method over the eslimated
useful lives of the related asssls. The School generally uses the following estimated useful lives:

Land improvements 15 years
Buildings ’ 40 years
Fumiture and egulprment 5- 7 years

Vehicles 5 yeqrs

Compensated Absencas

Vacation pay plus related payroll toxes are dccerued when Incurred in the entity-wlde financlal
statements. A llkabllity for these amounts is reporfad In the govemnmental fund only when the
liabillty maiures, for example, as d resull of amployee resignatlons and retirements.

Vacation - Twelve-monih employees can accumulate up fo 42 days of vacation, Any days in
excess of 42 are dropped as of July 1 of each year, Employess are pald for unused vacation
upon termination and retirement af the curtent rate of pay.

Slck Leave — Sick leave dllowances are s follows: teachers shall be allowed 10 days of sick
lecve per year, and annual employess earn one day of sick leava for each month worked, Any
unused sick days shall be accumulated o the employee’s credit, Compensalion for
accumulated sick days is recelved when employees (o) cuallfy and apply for state pension and
are pald of ¢ rate of 50 percent of the per diem rate of pay not to excesd 90 days; of (b} In the
case of death, when payment is made o the employes's estate of g rate of one day's pay for
ecch day of unused sick leave not to exceed 90 days.
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NOTE 1

PROVIDENCE CREEI ACADEMY CHARTER SCHOOL, INC.,

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Earned unused sick leave may be fransietred to another sidte agency If the employes remains o
sfate employee or is later rehlted as a slate employee. Slck time does not accrue while an
employee |s on leave of absence, unless othemwise raquired by law,

The School's compensated absences liabllity was $192,968 ot June 30, 2018,
Fund Eqiulty

Fund bualance will be displayed in the following classkilcation (if applicable) deplcting the relative
strength of the spending constraints placed on the purposes for which resources can be used:

Nonspendable — amounts that cannot be spent elther because they are in nonspendable form ot
because they are legally or contractually recuulted to be malntained Intact, -

Restricted — amounts that can be spent anly for speclfic purposes because of constitutional
provisions or enabling tegislation or because of constraints that are externally Imposed by
credifors, grantors, contributors, or the laws of regulations of cther govatments.

Commifted — amounis that can be used only for shecific purposses defermined by format action
of the Board of Directors. The Board Is the highest level of declsion-making authority for the
Schocl, Commliments may be established, modifled, or rescinded only through resclutions
approved by the Board of Directors.

Asslgned — amounts that do not meet the cilferla to be classified as restricted or committed but
thatt dre intended to be used for specific purposes, The Head of School may assign amounts for
speclfic purposes.

Unassigned — all other spendable amounts.

When an expenditure Is incurred for purposes for which both restiicted and unrastricled fund
balances are avallable, the School conslders resiricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balonces are
avallable, the School considers amounts fo have been spent first out of committed funds, then
assigned funds, and finally unassigned funds, as needed, unless the Board or Head of School has
provided othemwlse In s commitment or assignment actions.

Net Position
Net position represents the dlfference between assets, deferred outflows of resources, labilliiles,

and deferred inflows of resources, Net poslition Invested in coplial assets consists of capital assets,
netof accumulaied depreciation, reduced by the outstanding bolances of any borrowings used
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NOTE 1

PROV!DENCE CREEK ACADEMY CHARTER SCHOOL, INC,

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {contd)

for the acquisition, construction, or impravement of those assets. Net posltion Is reported as
restricted whan thete are limitations imposed on thelr uge either through the enabling legislation
adopted by the School or through externail restrictions Imposed by credifors, grantors, or iaws or
regulafions of other governments. Any remaining pottions of net posliion are reflecied as
uniesticied. When both restricted and unrestricted resouices cre avallable for use, it Is the
School's policy to use reshicted resources first and then unreshlcted tesources as they are
needed, ‘

Incotme Tax Siaius

The School Is exempt from federal Income tax under Section 50T(c)(3) of the Infamal Revenue
Code and, therefors, has no provisicn for faderal Income taxes. The School qualifles for the
charftable contribufion deduction under Section 170(b)(1){A) and has been classified ds an
organlzation that s not o private foundation undet Section 509(0)(1). The School did notengage
in any unrelated business activitles during the fiscal year, Management belleves more likely than
not that its tax-exempt status and tox postilons will be sustained if examined by authorties.

Use of Estimaies

The preparation of baslc financial statements In conformity with generally accepted accounting
principles requlres management to make estimates and assumptions that affect the amounts
repotied in the financial statements and accompanylng notes.  Actual results may differ from
those estimates,

Comparative Datd

Comparaiive total data for the prior year Is presented in the basic financial stafements fo provide
an understanding of changes In the School's financial position and opsrailons. That comparative
dlaia is not at the level of detall raguired for a presentation In conformity with generally accepted
accounting principles and, therefore, should be read In conjunction with the School's tinancial
statemnents for the vear ended June 30, 2017, from which the summarized Iinformation was
derived.

Implementation of GASB Stafement

During the year ended June 30, 2018, the School implemented GASE Statement No. 75,
“Accounting and Financial Reporting for Posternployment Benefits Othet than Penslons.” GASB
Statement No. 75 replaces the requirements of GASB Statement No, 45, wlih the objective of
improving the accounting and financial repotting of state and local governments for other
postemployment benefits. I requires that stafe and local governments recognize and recarct the
actuarially detetmined net other postemployment benefit llabllity, or, for multl-employer cost
sharing plans, the entity's share of the net other postemployment benefit lfability, In the entity’s
financlal statements.
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NOTE 2

NOTE 3

PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC,

NOTES TO FINANCIAL STATEMENTS

CASH AND CASH EQUIYALENTS

At June 30, 2018, the School has ¢ cash and cash equivalents halance of §2,552,812. Of that
amount, §2,498,656 Is part of an Invesiment poal conttolled by the personnel of the State
Treasurer's Cffice In Dover, Delaware, and all investiment declslons are made by the State
treasurer's Office. These funds are considerad fo be highly liquid and avallable far immediate
use and, thus, are recorded os cash equivdlents In these financlal stafements,

The funds held by the State of Delaware Investment pool, an Intemnal invesiment pool, are
specifically Identified for the School, but the credtt risk cannol be categorized ior these funds.
Credit risk for such investments depends on the financial stabillity of the State of Deloware. The
State reports that its investment securities are stated ot qucted market prices, except that
investment securities with o remaining maturlty at ime of purchase of one vear of less are stated
at cost or amortized cost,

At June 30, 2018, the reported amount of the 8chool’s depasits not held with the State Treqsurer's
Office was $54,156, and the bank balance was $85,458, All of the balance was coverad by
federal deposttory insurance,

CAPITAL ASSETS

Copltal asset gelivity for the year ended June 30, 2018 is as follows:

Balance Balonce
07/01/17 Increases Decredses 06/30/18
Government Activitles
Capital assets not being
depreclaied:
Land 5 1,585,906 § - 5 - § 1,585,906
Capital assets being
depreclafed: :
Land improvements 49,5600 - - 49,500
Bulldings 10,617,734 - -~ 10,617,734
Furniture and equipment 568,120 - - 568,120
Vaehlcles : 989,405 83,000 - 1,072,408
Total Coplial Assets Belng
DCeprecicated 12,224,759 83,000 - 12,307,759
Accumuicded depreciation (3,313,375 (443,717 - (3,757,092
Total Capifal Assets Balng
Depreclated, Net 8,911,384 (360,717) - 8,660,667
Governmental Activities, Net $10,497,290 § (360,717) $ - 510,136,573
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NQTE 3

NOQTE 4

PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

CAPITAL ASSETS (cont')

Depreciation expense was charged to the followling governmenial activiiles:

Operation and maintenance of facllitles § 268,743
Transpottation 174,974
§ 443,717

LONG-TERM DEBT

On Decamber 1, 2009, the School lssued $6,835,000 of Economic
Developmeant Revenue Bonds Taxable Satias 2008A through Kenf County,
Delaware or the purchase of land and a bullding. The bonds bear interast
at 3.81%, interest paymenis are payable semi-annually on Dacember 1
and June 1 each yedr. The bonds mature December 1, 2038,

On May 1, 2018, the School entered Into o secured loan agreement with
PNC Bank in the principal amount of $83,000, The note was for the
financing of the purchase of a school bus and is collateralized by the
vehlcle purchased with the fundls. The loan bears interest at 2.256% above
the LIBOR rafe per annum and calls for monthly payments consisting of
princlpal and Interest of $988. The loan matures June 1, 2025,

On December 1, 2009, the School entered Into d note agreement with the
USDA in the principal amount of $6,000,000. The note was for the
financing of the School building and Is collateralized by the building,
supplies, fumniture and fixtures, equipment, and vehicles of the Scheol. The
note bears interest at 4.25% and calls for monthly payments consisting of
principal and Interest of $26,280. The note matures December 1, 2049,

TOTAL BONDS, LOAN AND NOTE PAYABLE

A schedule of changes In long-lerm llabllities Is as follows:

§ 6,230,000

81,609

5,467,254

$11,778,863

Arnounts

Bolance Balance Due within

07/01/17 Additions Deletlons 06/3013 Cne Year
Bonds payable $ 6,370,000 § - 5 140,000 % 6,230,000 § 150,000
Loan poyable - 83,000 1,30 81,609 8,491
Mote payable 5,548,368 - B 5,467,264 84,608
71,918,365 83,000 222,502 11,778 863 243,099
Nat pension Nabllity 2,200,079 - 19,442 2,180,637 .
Nat OPEB llability 12,861,912 - 852,718 11,999,194 -

Compensated absencey 146,968 47,000 - 192,048

$27,116,324 § 130,000 $§1,004,662 §26,151,662 § 243,099
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NOTE 4

NOITE &

NOTE &

PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

LONG-TERM DEBT {cont'd)

Interest expense was $436,500 for the year ended June 30, 2018.

The total princlpal and interest maturiiies are s follows:

Yeor Ended June 30, Pitnclpal Interest

2019 5 243,099 § 482,793

2020 257,141 443,484

2021 271,358 433,651

2022 285,758 423,284

2023 300,380 412,374

2024 - 2028 1,755,583 1,937,349
2029 - 2033 2,280,121 1,610,500
2034 - 2038 3,011,742 1,030,435
203% - 2043 1,692,736 517,140
2044 - 20438 1,332,407 244,393
2049 - 2050 448,568 15,005
$11,778,863 § 7,420,408

FUND BALANCES

As of June 30, 2018, fund balances are composed of the following:

Genoral Debt Sewvice
Fund Fund
Restricted:

Debt service $ - $ 52,640
Unassigned 1,851,936 -
Total Fund Balance 5 1,851,934 $ 52,560
PENSION PLAN

Plan Description

Total

§ 695,892
700,625
705,009
709,042
712,724

3,692,932
3,790,621
4,042,177
2,109,874
1,876,800

463,573

$19,199,271

Total

5 52,560

£,851,936

$ 1,904,496

Schoot employees are considered state employees and are covetad under the State of Delaware
Employsees' Pension Plan (“the Plan®), which is o cost-sharing, mulfiple-employer defined benedit
public employees' retiroment system (“the State PERS') defined by the Delaware Code,




PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

- NOTES TO FINANCIAL STATEMENTS

NOTE 6  PENSION PLAN (cont'd)

The Sfate of Delaware Genercal Assambly Is responstble for sefting benefits and contilbutions, cind
amending plan provisions; administrative rules and regulations cre adopted and maintained by
the Board of Penslon Trustees ("ihe Board™),

The following are brief descripflons of the Plan in effect as of June 30, 2018. For a more
complete description, piease refer fo the Delaware Employees’ Penslon Plan Comprehansive
Annual Financial Report. Separately issued financial statements for the Pian may be obtdained by
writing fo the State of Delaware Public Employes Retirement System, McArdie Bullding, Suite 1,
540 Sliver Lake Boulevard, Dover, DE 19904, by calling 1-800-722-7300; of by visiting ihe PERS
website at www.delawarepensions.com.

Plan_Description and Eliglibility

The State Employees' Penslon Plan Is a cost-sharing mulfiple employer defined benefit plan that
covers virtually all full-iime or regular part-ims employees of the State, Including employees of
other afflliated entities.

Thete are two fiers within this plan: 1) employees hired prior o January 1, 2012, and 2)
employees hired on or after January 1, 2012,

Benetits Proviged

Service Beneflils

Final average monthly compensation (employess hired on or after January 1, 2012 may not
include overtime in pension compensation) multiplled by 2.0 petcent and multiplied by years of
crediled service prlot to January 1, 1997, plus final average monthly compensation multiplied by
1.86 percent and multiplied by years of credlted service affer December 31, 1996, subject fo
mintmur Imiiations. Far ihis plan, final average monthly compensailon Is the monthly average
of the highest three periods of twelve consecutive monihs of compensatlon.

Vesting

Employees hired before January 1, 2012 vest In the plan affer flve years of cradited setvice.
Employees hired on of after January 1, 2012 vest in the plan after ten years of credited satvice,

Reﬁreménf

Employees hired before January 1, 2012 may retire af age 62 with five ysars of credifed service,
ot age 60 with 15 years of credited service; or after 30 years of credited service at any age.
Employess hired on or after January 1, 2012 may refire ot age 65 with at least 10 years of
creditod service; at age 60 with 20 years of credited service; or after 30 years of credited service
at any age.

25




NOTE &

PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

PENSION PLAN (cont'cl)
Disabilty Benefils

Disabllity beneflis for those smployees hired before January 1, 2012 are ofiered using the same
caleulations ds the Service Benefits described above. Employees in this program must have five
years of credited service, in lleu of disabllily pension benefits, over 90 percent of the members of
this plan opted Into a Disabllity Insurance Program offered by the State effeciive January 1, 2004.
Employees hired on or affer January 1, 2012 are also Included in the Disabilty Insurance
Program,

Survivar and Burial Benefits

In the event of the death of a member of the Plan, the eligible survivor receives 50 petcent of the
benefits recelved under the penslon (or 67.7 percent with Iwo percent reduction of the benefit, or
75 percent with a three percent reduction of the benefit, or 100 percent with six percent
reduction of beneflt), If the employes is an active member of the Plan with ot least five years of
credlted service, the eligible survivor recelves 75 percent of the benefit the active employee
woulld have received ot age 62,

Burlal benaefits are established at §7,000 per plan member,

Contrlibutions

Member Confributions

Employees hired before January 1, 2012 conttibute three percent of eamings In excess of $6,000.
Employees hired on or after January 1, 2012 contribute five percent of eamings In excess of
$6,000,

Employer Conlrlbutions

Employer contribulions are defermined by the Board. Forthe year snded June 30, 2018, the rate
of the employer conitibution was 11,52 percent of coverad payroll. The $¢hool's contribution to
PERS for the year ended Juna 30, 2018 was $293,402.

PRI Confribution

All reporting units participaiing In the State PERS make contributions to a PRI fund which
agecumulates resources to fund ad hoc post-retirement incredses granted by the General
Assembly. The Increases are funded over a five-yeur petiod from the PRIfund. The aliocation of

the contributlon from the PRI fund 1o the Pension Trust Is a reduction of the net pension liabllity of
edach patlicipating employer.

-6
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PROVIDENGE CREEK ACADEMY CHARTER SCHOOL, INC,

NOTES TO FINANCIAL STATEMENTS

PENSION PLAN (cont'd)
Pension Liability and Expense, and Daferred Outfiows and [nflows of Resources

At June 30, 2018, the School reported a licbliity of $2,180,637 for its proportionate share of the
net penslon llakility. The net pension llabiiity was measured as of June 30, 2017, and 1he fotal
penslon liabllity used to calevlate the net panslon liakility was detetmined by rolling forward the
Plan's total pension labillty as of June 30, 2016 to June 30, 2017. The School's proportion of the
net pension Habilty was calculated bosed on the actual contribufions made during the
measurement period In proportion to the total of all employer contributions made during the
msasurement period, At Juns 30, 2017, the School's proporiion was 0.1487 percent, which was
an increcse of 0.0027 percent from its proporion measured as of June 30, 2016,

For the year ended June 30, 2018, the School recagnized pension expense of $429,332, AlJune
30, 2018, the School reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Defered Defemred
Qutflows of Inflows of
Resolrces Resources
Net difterence hetween projected and
actua! Investment egrmings § 254,924 8 -
Changes in proportions 111,336 24,631
Changes in assumptions 428,467 -
Cantributions subsacuent to the date of
measurement 293,402 -
Differerces between actual and expectsd
experience 256,173 38,444
$1,113,301 § 63,077

An amount of $293,402 is teported as deferred outflows of rasources resulfing from the School’s
confributlons subseduent to the June 30, 2017 medsurementi date and will be recognized as
reduction of the net penslon Yability in the year ended June 30, 2019, Other amounts will be
reported ds deferred outflows of resources and deferred Inflows of resources related to pensions,
cngt will be recognized In pension expense as follows:

Yedur Ending June 30,
2019 $ 104,409
2020 322,009
2021 234,451
2022 21,098
2023 74,855

§ 756,822

-27 -
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

PENSION PLAN (coni'd)

Aciuarigl Assumpﬂohs

The total pension liabllity as of the June 30, 2017 measurement date was determined by an
actuarlal valuaticn as of June 30, 2016, and update procedutes were wsed fo roll forward the
total penslon liability to June 30, 2017, These actuarial valuations used the following actuarial
assumpiions, applied fo all periads:

¢ Investment return/discount rate - 7.0 percent, Including nflotion of 2.5 percent
« Salary Increases — 2.5 percent jo 11.5 percent, Including Inflation of 2.5 percent
+ Cost-of-living adjustments — ad hoc

The total pension liakiliies are measured based on the assumptions periaining to Interest rates,
inflation rates, and employee demographic hehavior in future years. The assumptlons used were
based on the results of an actuaral experience study conducted in 2011, 1 Is likely that future
experlence will not exactly conform to these assumptions. To the extent that dcludl experiehce
deviates from these assumplions, the emerging liabliitles may be higher or lowsr than
anticlpated. The more the actual experlence deviates, the larger the impact on future financial |
glatements.

Moriality rates were based on the Sex Distinct RP-2014 Combined Mortalily Table projected fo
2017 using an adjusted version on MP-2015 mortality improvement scdle on a fully generationat
basis.

Prolected bensfit payments do not include .the effects of projected ad hoc cost-of-llving
adjusiments (“ad hoc COLAs”), as they are not substantively automatic. The primdry
considerations relevant fo making this determinction Include the historical paitemns of granting the
changes and the consistency In the amounts of the changes.

The long-term expected rate of retumn on penslon pian investments was determined using o
bullding-block method in which bast estimate ranges of expected future real rates of refumn
(expacted retus, net of investment expense and inflafion) are developed for each major asset
class. These ranges are combined jo produce the long-term expected rafe of retun by
weighting the expected future real rates of refurn by ah asset allocation percentage, which Is-
based on the nature and mix of current and expscted plan Investments, and by adding
expected Inflation. Best estimates of geometric redl rates of retumn for each major asset class
included In the Plan are summarized in the follewing table:

Long-term Target
Expected Real Assat
Asset Closs Rate of Return Allocation

Domestic equity 5.7% 33.5%
Internafional equity 8.7% 13.7%
Fixed income 2.0% 26.6%
Altermative invesiments 7.8% ‘ 22.7%
Cash and ecjulvoiants 0.0% 3.5%

-98 -
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NOTE 7

PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

PENSICN PLAN (coni'd)
Dlscount Rate

The discount used fo measure the total pension Nabllity was 7.0 percent. The projecilon of cash
flows used to determine the discount rote assumed that contributions from plan members will be
made af the current coniribution rate and that centributions from employers wlll be made af rates
determined by the Board, as dctuarially determined. Based on those assurmnplions, the pension
plan's fiduclary net position was projected to be avaiicble fo make all projecied future benefit
pavments of current plkan members. Therefote, the long-tett expected rate of refurn on pension
plan Investments was applled to all pertods of projected benefit payments o determine the fofal
pension labllity,

Senshivity of the School's Propotilonidte Share of the Net Penslon Liabllty to Changes in the
Dlscount Rate :

The following presents the net pension licbllity, calculated using the discount rate of 7.0 percent,
as well s what the nef penslon liabllity would be If It were calculated using a discount rate that is
ohe percentage point lower (6.0 percent) or ohe petcentage point higher (8.0 percent) than the
cuttent rate. '

1% Curren? Rate 1%
Decrease Discount Rate Increxse
5.0% 7.0% 8.0%
School's proporfionate share of
the net pension liability § 3,925,697 § 2,180,637 ) 701,278

Pension Plan Fiducidry Net Position

Detallad Information about PERS’ fiduciary net positlon is avallable In PERS Comprehensive Annual
Financial Report, which can be found on the Plon's website at www.delawarepensions.com.

 OTHER POSTEMPLOYMENT BEMEFITS PLAN

Plan Desciription

Schoul employees are considerad state smployaes and are coveted under the State of Delaware
Employees Other Postemployment Bensflt Fund Trust (“the Plan”), which Is a cost-sharing, multiple-
amployer deflned baneflt plan defined by the Delaware Code,

w29 -
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

OTHER POSTEMPLOYMENT BENEFITS PLAN (cont'd)

The State of Delowdre General Assembily |s responsible for setting beneaflts and conlributions, and
amending plan provisions; acministraiive rules and reguiations are adopted and maintained by
the DPERS Bodrd of Penslon Trustees, which acts as the Beard of Trustees {"the Board") for the Plan
and is responsible for the financial management of the Plan, _

The followlng are brief descriptions of the Plan in effect as of June 30, 2018, For a more
complete description, please refer fo the Delaware Public Employees’ Refirement System
Comprehenslve Annual Financlal Report. Separately Issued financial statements for the Plan may
be obtained by writing to the State of Delaware Public Employee Retlretment System, McArdle
Buliding, Suite 1, 840 Siiver Lake Boulevard, Dover, DE 19904; by caliing 1-800-722-7300; or by
visiting the PERS website at www.dslawarepehsions.com.

Plain Description and Eligibilil

The Sterte of Delaware Employees' Other Postemployment Benefit ("OPEB”) Fund Trust is a cost-
sharing multiple employer plan thai covers all employees of the Stale that are eligible fo
patlicipate In the defined benefit pension plan, Including employees of other affiiated entities.

Benefits Provided

The Plan provides medical coverage to pensioners and thelr eligible dependents. The
participant’s cost of Plan benefits is vatiable based on years of service. Pensionars who retire
after July 1, 2012 and who become ellgible for Medicare will pay an additional five percent of
the Medicare Supplement offered by the Stafe, Surviving spouses are eligible for coverage ffer
<l refltee’s death.

Contributions
Member Contributions

By State Statute Chapter 52, Tiile 29 of the Delaware Code, contributlon requirements of plan
members cre established and may not be amencied by the Sikife Legislaturs,

Employer Conlributions

Parficipating employers fund the Plan for current reflress on a pay-as-you-go basis along with
funding for future bensfits af  rate that is approved In the annual budget, but not actuarlally
determined. For the year shded June 30, 2018, the rate of the employer contribution was 12.19
percent of covered payroll. The Scheol's contribution to the Plan for the year ended Juns 30,
2018 was §310,491.

-30-
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC,

NOTES TO FINANCIAL STATEMENTS

OTHER POSTEMPLOYMENT BEMEFITS PLAN (coni'd)

Other Postemployment Beneflts Plan Ligbllity cnd Expense, and Deferred Quiflows and Inflows of
Resources

Al June 30, 2018, the School reported a liabliify of §11,999,194 for its propotfionate share of the
net OPEB liobillty. The net OPEB llabllity was measured as of June 30, 2017, and the tofal OPEB
lfablity used to calculate the net OPEB fiabiilty was determined by rolling forward the Plan's total
OPEB liabilily as of June 30, 2016 to Juns 30, 2017. The School's proportion of the nst OPEB
labllity was calculated based on the actual contributions made during the measurement period
in proportion fo the tofal of all employst contributions made during the measurement period. At
June 30, 2017, the School's proportion was 0.1453 percent, which was an Increass of 0.0038
percan from s proportion measured os of June 30, 2016,

For the year ended June 30, 2018, the School recognized OPEB expense of $623,815. At June
30, 2018, the School reported deferred outilows of resources and deferred Inflows of resources
related to pensions from the fallowing sources:

Deferrad Deferred
Outflows of Infiows of
Resources Resources
Net difference betwsean projected and
actual Invesimeni eamings $ 23,759

Changes In propertions 292,832

Changes In assumptions 1,400,815
Contributions subseguent 1o the date of

measurement 310,491 -

§ 603,323 5 1,424,574

An amount of §310,491 is repotted as deferred oufflows of resources resulting from the School's
confributions subsequent to the June 30, 2017 measurement date and will be recognized as a
reclrction of the net pension liability In the yvedr ended June 30, 2019, Other amounts will be
reported as deferred outilows of rasources and deferred Inflows of resources relcied to pensions,
and will be recognized In QPEB expense s follows:

Yeor Ending June 30,
2019 $ (227,535)
2020 (227,535)
2021 (227,535)
2022 (227,535)
2023 (221,602

$(1,181,742)
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PROVIDENCE CREEIK ACADEMY CHARTER SCHOOIL,, INC.

NOTES TO FINANCIAL STATEMENTS

QTHER POSTEMPLOYMENT BENEF|TS PLAN (cont'd)

Actugarial Assumptions

The fotal OPEB liablity as of the June 30, 2017 meaosurement dale was determined by an
actuaral valuaiion as of June 30, 2016, and updale procedures wete used 1o roll forward the
total pension licbllity to June 30, 2017, These actuarial valuotions used the following actuarial
assumptions;

» Discount rale - 3.58 percent
« Salary increases — 3,25 percent 4+ merit
« Healthcare cost trend rates — 7.00 percent

Moriclity rotes were based on the Sex Distinct RP-2014 Total Dotaset Hediithy Annultant Mortality
Table, Including adjustment for healihy annuitant and disabled annuitant.  Future mortality
iImrovements cre projectsd to 2020,

The totg]l OPER labilitles are measured based on the assumptions pertaining to inferest rates,
Inflaflon rates, and employee demographic behavior In future years, The ossumptions used were
hasaed on the results of an actuarial expetience study conducted In 2016. 1t Is lksly that future
experlence will not exactly conform to these assumptions. To the extent thot actual experience
devicates from these assumpfions, the emerging licbiliies may be higher or lower than
onticipated. The mote the actual expetience deviates, the larger the impact on future financial
statements.

Discount Rate

Thes discount rate 1o megsure the tofal OPEB liahkility wos 2,85 percent at the beginning of the
current measurement period and 3.58 petcent af the end, based on the Bond Buyer GO 20-Bond
Municipat Bond Index, an index satisfylng the GASB requirement of an index rate for 20-yeat, tax-
exempt general obligation municipat bonds with an average raling of AAfAa or higher, The
projection of cash flows used to determine the discount rate assumed that contibuflons from plein
members will be made at the current contribution rate and that emplayer contributions to the
Pian will continue to follow the pay-as-you-go confrlbutlon palicy. Based on the dssmptions of a
pay-as-you-go plan, the discounts rates used at the June 30, 2017 and 2016 measurement date
are equal 1o the apolicable rate of the 20-year, fax-exsmpt general obligation municipal bonds
with an averdge rating of AAJAQ or higher.

Sansitivity of the Schogl's Proportionate Share of the Net OPEB Lighility to Changes in the Discount
Rale

The following presents the net OPEB liability, calculated using the discount rate of 3.568 percent, as
well as what the net OPER licbillty would be if I§ were calculaled using o discount rate that is one
percentage point lower (2,58 percent) or ohe percentdge polnt higher (4,58 percent) than the
curent rate.
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PRCVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

QTHER POSTEMPLOYMENT BENEFITS PLAN (cont'c)

1% Current Rate 1%
Dacrease Discount Rate Ihcracse
. 2,58% 3.58% 4.58%
School’s proportionate share of
the net OFER llability 514,387,552 511,999,194 $ 10,138,045

Sensiivity of the School's Propotfionate Share of the Net OPEB Liabllity o Changes in the
Healthedre Cost Trend Reites

The following presents the het OPER liability, calculated using the healthcare cost trend rate of 7.0
percent, as well as what the net OPEB lighility would be if It were calculated using o healthcare
cost iend rate that is one percentage point lower (6,0 parcent) or one percentage polnt higher
{8.0 percenl) than the current rate.

1% Current Rate 1%
Decragse Discount Rate Increcise
46.0% 7.0% 8.0%
School's proporionate share of
the net OPEB llabllity 510,159,639 $11,999,194 $ 14,252,420

Plan Figuciary Net Position

Detalled information about the Plan's flduciary net positlon is available In PERS
Comprehensive Annual Financial Report, which can be found on the Plan's webslie at
www.delawarepansions.com,

LEASING ARRANGEMENTS

The School [eases ks copier equipment under operating lease arrangements expliing through
March 2021. Total rental expense for the year endsad June 30, 2018 was §17,091,

At Jdune 30, 2018, the minimum future rental payments under noncancelable leqsing
arrangements for the remalning perlod and in the aggregate are as follows:

Year Ending June 30

2019 5 17,612
2020 17,5812
2021 2,919
Tolal $ 37,943
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NOTE 11

PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS

RISK MANAGEMENT

The Schoo! has purchased commercial insurance polickes for various risks of loss related fo forts;
theft, damage, or destruction of assets, errors or omissions; Injurles to employees; or acts of God.
Payments of premiums for these policies are recorded as expenses of the School. Insurance
sefflements have not exceeded Insurance coverage inany of tha past fwo years, There were no
significant reductions in coverage compated to the prior vear,

COMMITMENTS AND CONTINGENCIES

In the normal course of business, there are varlous outstanding commitments and confingent
licibilties in addltion to the normal encumbrances for the purchase of goods and services., The
Schoct dees not anficipate losses from thase fransactions.

Grants

The Scheol recelves significant financlal assistance from federal agencies In the form of grants.
The disbursement of funds received under these programs generally requires compliance with
terms and conditions specified in the grant agreements and Is sublect fo audit by the State Office
of Auditor of Accounts. Any dlsallowed clalms resulting from such audiis could become g liability
of the general fund. The School's administration belleves such disallowance, If any, would be
Immaterial, )

EXCESS EXPENDITURES OVER APPROPRIATIONS

The School oversgent budgetary appropriations in the following categorfes:

Salarios $ 50,811
Travel 5 4,399
Student acilvities ] 45,138
Capital autlay - equiptment § 104,34
Capital outlay - property $ 4,938

The excess expendiures were covered by amounts under budget in other areas and the use of
prior yedr reserves,

PRIOR PERIOC RESTATEMENT

The School has decreased Its July 1, 2016 net position by $12,507,121 due fo the effects of
Implementing GASE Statement No. 75, "Accounting and Financial Reporting for Postermployment
Benefits Other than Penslons.” The School recorded a beginning deferred outflow for OPEB
contributions of $344,791 and a beglnning nei OPEB liabillty of $12,851,912.
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NOTE 13

PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC,

NOTES TO FINANCIAL STATEMENTS

DEFICIT NET POSITION

For governmental activitles, the unrestricted net deficit amount of $12,329,478 includes the effect
of the defering the recognition of pansion and OPEB conklbutions made subseguent to the
measurement date of the net pension liabllify and net QPES liakllity, and the deferred outflows
related to the penslon and OPEB plans.  This Is offset by the School's actuarially delermined
kension liabllity and CPEB liabllity, and the deferred inflows related to the pension and QPER
plans.

SUBSEQUENT EVENTS

The School has evaluated all subsequent events through September 28, 2018, the date the
financial stolements wete dvailable to be lssued,
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PROVIDENCE CREEXK ACADEMY CHARTER SCHOOL, INC.
BUDGETARY COMPARSION SCHEDULE - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2018

REVENUES

Charges to school distrlcts

State sources

Federal sources

Food service revenue

Earnirigs on cash and cash investments
Facilities rental

Summer camp

Contributions

Miscellaneous revenua

EXPENDITURES
Currant:
Salaries
Employment costs
Travel
Caontractual servicas
Communlcations
Public utilities service
Insurance
Land, buildings, and facilitles
Repairs and maintehance
Student activifies
Supplies and materials
Capital outlays:
Equipment
Property
Dokt service: .
Principal
Interast
TOTAL EXPENDITURES

EXGESS (DEFICIENGY) OF REVENUES
OVER (UNDER) EXPENDITURES

QOTHER FINANGING USES

Proceeds from lssuance of debt
Tranafars out

Contlngency reserve

TOTAL OTHER FINANCING UISES

NET CHANGE IN FUND BALANCE
FUND BALANCE, BEGINNING OF YEAR

FUND BALANGE, END OF YEAR

- a4 -

Varlance with

Orlg'nal Final Budget
and Final Actual Positlve
Budget Amotints {Negative)
$ 865525 $ 838,606 $ {26,019)
5,239,890 6,238,106 {1,784)
367,128 338,871 (28,457)
129,418 123,752 {5,6686)
- 13,108 13,106
- 5,649 5,649
“ 104,323 104,323
- 1,956 1,056
350,821 229 951 (120,870)
6,862,782 6,804,120 {b8,662)
3,492 505 3,543,408 {50,811)
1,734,267 1,587,702 146,568
- 4,399 (4,398)
398,920 370,604 19,316
10,000 9,167 833
175,000 172,542 2,458
70,000 66,908 3,002
1,500 “ 1,800
95,500 85,017 11,483
- 45,138 (45,138)
556,340 648,390 7.950
- 104,341 {104,341)
- 4,938 {4,938)
250,360 141,380 108,970
208,000 202,960 5,060
6,993,482 6,806,802 67,690
{40,700) (1,772) 38,928
- 83,000 83,000
(341,640) (341,640) -
(121,790 - 121,790
(463,430 {258,640) 204,790
(504,130 (260,412) 243,718
2,112,348 2,112,348 -
$ 1,608,218 $ 1,851,936 § - 243,718
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC,
SCHEDULE OF THE SCHOOL'S PROPORTIONATE SHARE OF THE NET OPEB LIABILITY
STATE OF DELAWARE EMPLOYEES' OPEB PLAN
FOR THE YEAR ENDED JUNE 30, 2018

MEASUREMENT
DATE

PROPORTIONATE SHARE OF NET OPEB LIABILITY JUNE 30, 2017
School's proportion cf the net OPEB lability 0.1453%
School's proportion of the net OPEB liability - '

doflar value B 11,999,194
School's coversed employes payroll 5 2,897,693
School's proportionate share of the net OPEB

lizbility as a parcentage of its covered

employee payroll _ 414,08%
Plan fiduciary net position as a percentage

of the total OPEB liabiiity 4.13%

In accordance with GASB Statement No. 75, this schedule has been prepared prospectively as the above
information for the preceding years [s not readily available. This schedule will accumulate each year until
sUfficlent information to present a ten-year trend is avaitable.
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.
SCHEDULE OF SCHOOL OPEB CONTRIBUTIONS
STATE OF DELAWARE EMPLOYEES' OPEB PLAN

FOR THE YEAR ENDED JUNE 30, 2018

CONTRIBUTIONS JUNE 30, 2018
Contractually required contribution $ 310,491
Contributions in relation to the contractually

required contribution 310,491
Contribution &xcess $ -
Schoal's coverad employee payroll 5 3,029,180

Contrlbutions as a percentage of
covered-employee payroll - 10.25%

In accordance witth GASB Statement No. 75, this schedule has hean prepared prospectively as the above
information for the preceding years is not readily available. This schedule will accumulate each year until
gufficient information te present a ten-year trend is available.
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SUPPLEMENTARY INFORMATION
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL, INC.
SCHEDULE OF EXPENDITURES BY NATURAL CLASSIFICATION - GOVERNMENTAL FUNDS

EXPENDITURES
Current:
Salaries
Employment costs
Travel
Contractual services
Communications
Public utilities service
insurance
Repairs and maintehance
Student aclivities
Suppltes and materials
Capital outlays:
Equipment
Property
Debt service:
Principal
Interest

TOTAL EXPENDITURES

FOR THE YEAR ENDED JUNE 30, 2018
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§ 3,543,406
1,687,702
4,309
379,604
9,167
172,542
66,008
85,017
45,138
548,390

104,341
4,938

222,502

437,168

$ 7,211,252




Barbacane, Thornton & Company LLP
200 Springer Building

INDEPENDENT AUDITOR'S 3411 Silverside Road
REPORT ON INTERNAL CONTROL Wilmington, Delaware 19810
OVER FINANCIAL REPORTING AND ON T 202.478.8940
COMPLIANCE AND OTHER MATTERS BASED F 302.468.4001
ON AN AUDIT OF FINANCIAL STATEMENTS www.btepa.com

PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

September 28, 2018

Board of Directors
Providence Creek Academy Charter School, Inc.
Clayton, Delaware

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audlits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and each major fund of Providence Creek Academy Charter School, Inc. (“the School”), Clayton,
Delaware, as of and for the year ended June 30, 2018, and the related notes to the financial statements,
which collectively comprise the School's basic financial statements, and have issued our report thereon
dated September 28, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School's internal
control over financial reporting (“internal control") fo determine the audit procedures that are appropricte
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of exprassing an opinion on the effectiveness of the School's internal control. Accordingly, we do
not express an opinion on the effectiveness of the School'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 deficiencles, in infernal control, such that there is a reasonable possibility that a materlal
misstatement of the School's financial statements will not be prevented, or detected and corrected, on a
timely basls. 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 intermnal 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. Glven these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

BARBACANE
THORNION
&COMPANY

~44- CERTIFIED PUBLIC ACCOUNTANTS



Board of Directors
Providence Cresek Academy Charter Schaol, Inc.

Complidnce and Other Maiters

As part of obfdining reasonable assurance about whether the 5chool's financlal stafements are free from
matatial misstafernent, we performed tests of its compliance with cerfain provisions of laws, reguiations,
conttacts, and grant agreements, noncompliance with which could have o direct and material effect on
the determination of financlal statement amounts, However, providing an opinion on compliance with
those provislons was not an objective of our audlt, and accordingly, we do not axprass such an opinion.
The resulls of aur tests disclosed no instances of noncompliance or other matfers that are required to he
reported under Government Auditing Standards,

Purpose of This Report

The purpase of this report Is solely to describe the scope of our festing of Internal control and compllance
and the results of that testing, and net to provide an opinionh on the effectiveness of the $chool’s Intemal
control or on compliance. This report is an infegral part of an audit performed in decordance with
Government Auditing Sfondards in considefing the School's Infemal control and compliance.
Accordingly, this communication is not suttable for any other purpose.

émm%f@%wﬁl.l_f?

BARBACANE THORNTON & COMPANY LLP
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