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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors

Spartanhurg Charter School

Spartanburg, South Carolina

We have audited the accompanying financial statements of the governmental activities and each major
fund of Spartanburg Charter School (the School), a component unit of the South Carolina Public Charter
School District, as of and .for the year ended June 30, 2011, which collectively comprise the School’s
basic financial statements as fisted in the table of contents. These financial statements are the
responsibility of the School’s management. Our responsibility is to express an opinion on these financial
statements based upon our audit. ‘ : :

We conducted our audit in accordance with auditing standards generally accepted in the United States °

.of America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the basic financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
‘principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

fn our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of Spartanburg Charter
School as of June 30, 2011, and the respective changes in financial position, where applicable, thereof
for the year then ended, in conformity with accounting principles generally accepted in the United
- States of America. . <

In accordance with Government Auditing Standards, we have also issued our report dated November 3,
2011, on our consideration of the School's internal control over financial reporting and our tests of its
compliance with certain provisions of faws, regulations, contracts and grants agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing;' and not to provide an opinion on the internal
control over financial reporting nor on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and-should be considered in assessing the results of our
audit.

The Management's Discussion and Analysis on pages 3 through 8, and the budgetary comparison
information on pages 23 through 25, are not a required part of the basic financial statements but are
supplementary information required by ‘accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consist principally of inquiries of
management regarding the methods of measiurement and presentation of the required supplementary
information. However, we did not audit the information and eXpress no opinion on it.
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Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the School's basic financial statements. The accompanying other supplementary
information as listed in the table of contents are presented for purposes of additional analysis and are not
a required part of the basic financial statements. Such information has been 'subjected to the auditing
procedures applied in the audit of basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

[T

Eo0tE Dansa

Myrtle Beach, South Caralina
November 3, 2011
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SPARTANBURG CHARTER SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
' JUNE 30, 2011

As management of Spartanburg Charter School {the School), we offer readers of the School’s audited financial
statements this narrative overview and analysis of the financial activities of the School for the fiscal year ended
June 30,2011, We encourage readers to read the information presented herein in conjunction with additional

informatipn that we haye furnished in the School’s financial statements, which follow this narrative,

| FINANCIAL HIGHUIGHTS

'o ~ The 'assetsofthe School exceeded its IiaEilities a£ the ,c.losé of the figcal y.ear by $625,361 {net assets).
e The School's tofal net assets increased by $500,636.

s The 2610-2011 45-day heaacount is327.

e The 2010-2011 135-day headcount was 288,

a . Spartanburg Charter Schogl .had $865,681 in long-term deb't as ofjune 30, 2011.

e The School has won a grant from Kohl's during the year totaling approximately $500,000. '

CVERVIEW OF THE FINAN CIAL-.STATEMENTS

This discussion and analysis is intended to serve as an introduction to the School’s basic findncial statements.
The School's basic financial statements consist of three components; 1) govefnmént-wide financial statements,
2} fund financial statements, and 3) notes to the financial statements (see Figure 1). The basic financial
statements present two distinct financial perspectives of the School throug h the use of government-wide
statements and fund financial statements. In addition to the basic financial statements, this report contains -
other supplemental information that will enhance the reader’s understanding of the financial condition of. the
School. ' ' ' '
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Figure 1

Required Components of Annual Financial Report

‘ i

Management's Basic
Discussion and Financial
Analysis Statements
Government-wide | Fund | Notes to the
Financial - Financial y Financial
Statements Statements Statements
Summary » Detail

BASIC FINANCIAL STATEMENTS

The first two statements in the basic financial statements are the Government-wide Financial Statements. They
provide both short and fong-term information about the School’s financial standing.

The next statements are Fund Financial Statements. These statements focus on the activities of the individual
segments of the School’s government. These statements are more detailed than the government-wide financial
statements.:

Immediately following the fund financial statements are the Notes to the Financial Statements (the Notes). The
Notes offer a detailed explanation of the data contained in those statements. Next, Supplemental Information
is provided to show details about the School’s funds. Budgetary information for the School also can be found in
this section of the statements. "
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GOVEQNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide the reader with a broad-overview of the
School’s finances, simitar in format to the financial statements of a private-sector business. The government-
wide statements provide short and long-term information abaut the School’s financial status as a whole.

The two government- wxde statements report the School's net assets and how they have changed. Net assets
. equal the difference between the School’s total assets and total liabilities. Measurmg net assets is one way to
gauge the School’s financial condition.

The government-wide statements include most of the School’s basic functions such as instructional services and
support services. .-These functions are funded almost entlrely through state, county, and federal educatlonal
funds :

The government-wide financial statements are enumerated in pages 9 and 10 of this report.

FUND FINANCIAL STATEMENTS

The fund financial statements provide a more detailed look at the School’'s most significant activities. A fundis a
grouping of related -accounts used to maintain control over resources that have .been segregated for specific
activities or objectives. The School uses fund accounting to ensure and reflect compliance, or non- compliance
‘with finance-related requirements, such as the School's budget, where and when applicable. All of the funds of
Spartanburg Charter School are governmental funds. :

Governmental funds - Governmental funds are used to account for functions reported as governmental
activities in the government-wide financial statements. Most of the School’s basic services are accounted for in
governmental funds. These funds focus on how assets can readily be converted into ‘cash flow in and out, and
monies remaining at year-end that will be available for.spending in the next fiscal year. ‘Governmental funds are
reported using the modified accrual accounting method, which provides a short-term spending focus. The
govemmental fund financial statements assist the reader in determining-whether there has been an increase or
a decrease in the financial resources available to finance the School’s programs. The relationship between
governmental activities (reportéd in the Statement of Net Assets and the Statement of Actlvmes) and
“governmental funds is described in a reconciliation, which is an integral part of the fund financial statements.

The- School -has elected to adopt an annual budget. The budget incorporates input from the faculty,
management, and the Board of Directors of the School and specifies which activities will be pursued and which
services the School will provide during the year. it also authorizes the School to obtain funds from identified
sources to finance current period activities. The budgetary statement demonstrates how well the Schoo! has
complied with the budget and whether or not the School has succeeded in prov1dmg the services as originally
planned.

Notes to the Financial Statements - The Notes provide additional information essential to facilitating a full
understanding of the data provided in the government-wide and fund financial statements. The Notes to the
financial statements begin on page 13 of this report.
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GOVER'NMENT-WlDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as one useful indicator of a School’s financial condition. The
assets;of Spartanburg Charter School exceeded liabilities by $625,361 as of June 30, 2011. $303,857 reflects the
School’s investment in capital assets (e.g. building, furniture and fixtures, and equipment), less any related debt
still outstanding that was issued to acquire those items. Spartanburg Charter School uses these capital assets to
provide services to its students; consequently, these assets are not available for future spending. Although
Spartanburg Charter School’s investment in its capital assets is reported net of the outstanding related debt, the
resources needed to repay that debt must be provided by other sources, since the capital assets cannot be used
to liquidate these liabilities. The remaining net assets of $321,504 are unrestricted.

' Figure 2

Spartanburg Charter School’s Net Assets

Governmental Activities

2011 2010
Current and other assets . S 322,630 $ 303,075
Capital assets, net of depreciation . 1,169,538 983,000 -
Total assets $ 1,526,413 $ 1,286,075
Current liabilities : , $ 35371 $ 275474
Long-term liahilities : 865,681 885,876
Total liabilities : . 901,052 1,161,350
Net assets . i :
Invested in capital assets, net of refated debt 303,857 97,124
Unrestricted : 321,504 27,601
Total liabilities and net assets ' : 4 S 1526413 1,286,075

Several aspects of the School's financial operations positively influenced the total unrestricted governmental net

assets:

» The School adopted an annual budget. The School’s performance was measured using this budget on a
monthly basis, allowing changes to be made in spending as needed to remain within the confines of the
budget.
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Figure 3

Spartanburg Charter School’s Changes in Net Assets

! Gavernmental - Governmental Business-Type
z ' - ‘Activities Activities . Activities Total
- 2011 2010 2010 2010
Charges for services S - S, - $ 20940 § 20,940
County, state, and federal funds ' 2,240,062 1,564,400 2,695 1,567,095
Total revenues - 2,240,062 1,564,400 23,635 1,588,035
Instructional programs 1,088,390 ° 817,337 - 817,377
Support services < 580,856 604,024 - 604,204
Interest 70,140 - 43190 43,190
Total expenses . ' 1,739,426 1,421,361 43,150 1,464,551
Increase {decrease) in net assets ‘ . y
" before transfers : 500,636 143,039 {19,555) 123,484
“Transfers - {19,555) 19,555 ) -
Increase in net assets 500,636 123,484 - 123,484
Net assets, July 1 124,725 1,241 - . 1,241
Net assets, June 30 $ 625361 $ 124725 ¢ -8 124775

' Governmental activities - Governmental activities increased the School’s net assets by $500,636.

'

F!NANCIAL ANALYSIS OF THE SCHOOL’S FUNDS

As noted earlier, the School uses fund accounting to ensure and demonstrate complrance with Fnance related
Iegal requirements. '

- Governmental funds - The focus of Spartanburg Charter School’s governmental funds is to provide information
'on near-term inflows, outflows, and balances of usable financial resources. Such information is useful in
assessing Spartanburg Charter School’s financing requirements. - Specifically, unreserved fund.balance can be a
useful measure of a government s net resources available for spending at the end of the fiscal year.

The General fund is the chief operating fund of Spartanburg Charter School. At the end of the current ﬁscal
year, unassigned fund balance'of the General fund was 5321 504 :
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets - Spartanburg Charter School's investment in capital assets for its governmental activities as of
June 30, 2011, totals $1,169,538 (net of accumulated depreciation). Capital assets include the building, building
improvements and equipment. :
Figure 4
Spartanburg Charter School’s Capital Assets
(net of depreciation)

~ Governmental
Balance Activities Balance

Jjune 30, 2010 2011 June 30, 2011

Building improvements ‘ S 48,008 § 198,028 S 246,036
Building ) 711,420 (14,196) 697,224
Land 166,080 - 166,080
Construction in progress ' - 4,991 4,991
Equipment 57,492 (2,.285) 55,207
Total $ 983000 $ 186538 $ 1,169,538

Additional information about the School’s capital assets can be found in Note 3 of the Notes to basic financial
statements.

Long-term debt - As of June 30, 2011, the School had $865,681 in long-term debt related to the acquisition of
the building. Subsequent to June 30, 2011, the loan was refinanced extending the note through 2016.

ECONOMIC FACTORS

The following key economic indicators reflect the growth and prosperity of the School:

» Spartanburg Charter School continues to see community support as evidenced by the volunteerism,
local organizations donating classroom and office supplies, private donations, and, support through
fundraising. '

e The School has a returning staff of professionals that are committed to the School.
» The School continues to seek both federal and privéte grant funds to supplement its EFA funding.

¢ The South Carolina Charter District has revised its funding of charter schools within its district resulting
in a significant increase in funding for Spartanburg Charter School for fiscal year 2012,

v REGUESTS FOR INFORMATION

This report is designed to provide an overview of the School’s finances for those with an interest in this area.
Questions concerning any of the information found in this report, or requests for additional information, should
be directed to the Principal, Spartanburg Charter School, 385 S. Spring Street, Spartanburg, South Carolina,
29306-5264, telephone number 864.621.3882.
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SPARTANBURG CHARTER SCHOOL
STATEMENT OF NET ASSETS
" JUNE 30, 2011

ASSETS .
Governmental
. activities
CURRENT ASSETS
Cash S 322,630
Accounts receivable 34,245
" Total current assets 356,875
NON-CURRENT ASSETS
Capital assets - net 1,169,538
Total non-current assets 1,169,538
Total assets ' 8 1,526,413
o LIABILITIES
CURRENT LIABILITIES . ‘ . '
. Accounts payable S 35,371
~ Total current liabilities 35,371
LONG-TERM LIABILITIES _ A
~ Due within one year 21,872
. Due in more than one year 843,809
Total long-term liabilities 865,681
Total liabilities . 901,052
NET ASSETS
Invested in capital assets, net of related debt 303,857
Unrestricted 321,504
Total net assets 625,361
$ 1,526,413

The accompanying notes are an integral part of these financial statements.
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SPARTANBURG CHARTER SCHOOL
STATEMENT OF ACTIVITIES
For the year ended June 30, 2011

Net (expense)
revenue and
changes in net

Program revenues assets
Operating
Grants and
Expenses charges for sales Total
Functions/Programs
Governmental activities .
Instruction S 1,088,390 $7 1,553,099 S 464,709
Suppaort services 580,896 - (580,896)
Interest on long-term debt 70,140 - (70,140}
Total governmental activities 1,739,426 1,553,099 {186,327)
Total S 1,739,426 S 1,553,099 (186,327)
General revenues:
Miscellaneous : 686,963
Total general revenues 686,963
_Change in net assets 500,636
Net assets, beginning of year 124,725
Net assets, end of year $ 625,361

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

-10-
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SPARTANBURG CHARTER SCHOOL
BALANCE SHEET '
GOVERNMENTAL FUNDS
JUNE 30, 2011

Special Revenue Funds Total
) Special Education Governmental
General Fund Projects improvement Act Funds
ASSETS )
Cash S 322,630 § - $ . S 322,630
Accounts recejvable ' . 34,245 - . . 34,245
" Total assets ' i ' $ 356,875 3 - 3 . $ 356,875
LIABILITIES AND FUND BALANCES
Liabilities: .
Accounts payable $ 35371 $° - S - S 35,371
Total liabiities . o 35,371 - - 35,371
Fund balances: ' . ) '
Unassigned . . ' 321,504 - - . 321,504
Total fund balances S 321,504 - . 321,504
Total liabilities and fund balances s 356,875 § - S - 3 356,875
Total governmental fund balance . ‘ s 321,504
Amotunts reported for governmental activities i'n the statement |
of net assets are different because of the following:
Capital assets used in governmental activities .
are not financial resources and therefare are ) g ' o ‘ Coen
not reported in governmental funds. The cost
of assets is $1,244,877, and the accumulated
depreciation is $75,339. ' : 1,168,538
Some liabilities, including long term liabilities,
are not due and payable in the current period o
and therefore are not reported in the funds. : ' (855,681}
Net assets of governmental activities . o . $§ 625361

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

-11-
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SPARTANBURG CHARTER SCHOOL
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS
For the year ended June 30, 2011

REVENUES
Locat
State
Faderal

Total revenues

EXPENDITURES
Current:
Instruction
Support services
Capital outlay
Debt service:
Principal
interest and other charges
Total expenditures
Excess (deficit) of revenues over (under) expenditures

OTHER FINANCING SOURCES {USES}
Transfers {to) from other funds
Total other financing sources (uses)

Net change in fund balances
FUND BALANCES, BEGINNING CF YEAR

FUND BALANCES, END OF YEAR

Total net change in fund balance - governmental funds

Amounts reported for governmental activities in the statemant
of activities are different because of the following:

Capital outlays are reported in governmental funds as
expenditures. However, in the statement of activities, the cost
of those assets Is allocated over their estimated useful lives as
depreciétion expense, This is the amount by which capital
outlays ($228,197) exceeds depreciation expense (541,659} in
the period.

The issuance of long-term debt provides current financial
resources to governmental funds, while the repayment
of the principal of long-term debt cansumes the current
financial resources of governmental funds, Neither
transaction has any effect on net assets. This amount is
the net effact of these differences in the treatment of
long-term debt and related items.

Change in net assets of governmental activities

Special Revenue Funds Total
General Special Education Governmental
Fund Projects Improvement Act Funds
S 653,190 33,773 § - S 686,563
1,011,481 63,651 112,590 1,187,722
- 365,377 - 365,377
1,664,671 462,801 112,590 2,240,062
646,700 292,440 73,479 1,012,619
413,235 147,157 1,537 561,929
251,438 29,778 - 281,276
v 20,195 - 20,198
70,140 - - 70,140
1,401,768 469,375 75,016 1,946,159
262,903 (6.574) 37,574 293,903
31,000 6.574 {37,574}
31,000 6,574 {(37,574)
293,903 293,303
27,601 - 27,601
S 321,504 - $ - $ 321,504
5 293,203
186,538
1
20,195
$ 500,636

The accompanying notes are an integral part of these financial statements.
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SPARTANBURG CHARTER SCHOOL
" NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Spartanburg Charter School {the School) is a not- for- profit‘ organization incorporated in the State of South
Carolina and organized under the South Carolina Charter School Act. The School was initially approved by the
South Carolina Public Charter School District in December 2008 and began operations in July 2008, The School
operates within the South Carolina Public Charter School District and serves approximately 280 students from
krndergarten to 5" grade in Spartanburg County, South Carolina.

'The financial statements of the School have been prepared in conformity with accounting principles

generally accepted in the United States of America (GAAP) s applied to governmental units. The Governmental :

Accounting Standards Board (GASB) is the accepted standard-setting body for estabhshmg governmental
accounting and financial reporting principles. The Schoo! does not apply Financial Accounting Standards Board
(FASB) statements and interpretations issued after November 30, 1989 to its governmental actlvmes funds. The
followmg is a summary of the more significant policies:

A. Reporting entity

The School’s financial statements include all funds over which the Board is considered to be financially
accountable. The School receivés funding from local, state and federal government sources and must
. comply with the requirements of these funding source entities. Board members have decision-making

authority, the power to designate management, the abmty to significantly influence operations and the

primary accountability for fiscal matters.

As required by state law, the School is a component unit of the South Carofina Public Charter School District.
The School has determined that there are no support entmes that meet the requirements for inclusion. as a

discretely presented component unit.

B. Basis of presentation
The statements of the School are presented as follows:

Government-wide financial statements - The staternent of net assets, and the -statement of activities,
. display information about the Schoot as a whole, except for fiduciary funds. For the most part, the effect of
interfund actrvrty has been removed from these statements. The Schools activities are governmental

activities generally financed through intergovernmental revenues and other non-exchange transactions.

The government-wide statements are prepared using the economic resources measurement focus. This
approach differs from .the manner in which- governmental fund financial statements are prepared.
Governmental fund financial statements therefore include a reconciliation with brief explanations to better
-identify the relationship between the government -wide statements and- the statements for governmental
funds. ‘ :

(Continued)
-13-

REC - 504



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

B.

Basis of presentation, continued
! - e . ’ .
Government-wide financial statements, continued

The government-wide statement of activities presents a comparison between direct expenses and program
revenues for each function or program of the School's governmental activities. Direct expenses are those
that are specifically associated with a service, program or department and therefore, clearly identifiable to a
particular function. Program revenues include charges paid by the recipient of the goods or services offered
by the program, and grants and contributions that are restricted to meeting the operational or capital .
requirements of a particular program. Revenues which are not classified as program revenues are presented
as general revenues of the School, with certain limited exceptions. The comparison of direct expenses with
program revenues identifies the extent to which each governmental function is self-financing, or draws from
the general revenues of the School. :

Fund financial statements - Fund financial statements report detailed information about the School. The

. focus of governmental fund financial statements is on major funds rather than reporting funds by type. Each

major fund is presented in a separate column. The School has no non-major funds. Proprietary funds, if any,
are reported by fund type.

‘The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.

All governmental fund types are accounted for using a flow of current financial resources measurement focus.
The financial statements for governmental funds are: a balance sheet, which generally includes only current
assets and current Habilities, and a statement of revenues; expenditures and changes in fund balances, which
reports on the sources (i.e., revenues and other financing sources) and uses (i.e., expenditures and other
financing uses) of current financial resources.

Fiduciary funds, if any, are reported using the economic resources measurement focus. |

Measurement focus and basis of accounting

Fund accounting

The accounts of the School are organized and operated on the basis of funds during the fiscal year, each of
which is considered a separate accounting entity. The operations of each fund are accounted for with a self-
balancing set of accounts. The various funds are grouped into two categories - governmental and proprietary.

Governmental funds

Governmental funds focus on the sources, uses and balances of current financial resources. Expendable
assets are assigned to the various governmental funds according to the purposes for which they may, or must
be used. Current liabilities are assigned to the fund from which they will be paid. The difference between
governmental fund assets and liabilities is separated as fund balance. The following are the School's major
governmental funds: :

General fund - to account for all financial tra!_nsactions not properly accounted for in another fund. The
School uses this fund to account for expenditures principally for administration, instruction, pupil
services, operation and maintenance of plant and related fixed charges.

(Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

‘

C. Measurement focus and basis of accounting, continued

Special revenue funds - to account for the proceeds of specific revenue somf)rcés requiring separate
accounting because of legal or regulatory provisions or administrative action. The School has two special
revenue funds: , , o ‘ : '

1. Special projects fundl- Other - a budgeted fund used to account for financial resources provided
by federal, state, and local projects and grants. '

2. The Education Improvement Act (EIA} fund, a budgeted fund used to account for the revenue
from the Education Improvement Act of 1984 and legally required to be accounted for as a
specific revenue source. ‘ . '

Basis of accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements. Government-wide financial statements are prepared using the accrual “basis of
" accounting. Governmental funds use the modified accrual basis of accounting. Proprietary funds also'use the
accrual basis of accounting. On the accrual basis of accounting, revenues are recognized when earned and
expenses are recognized when incurred, Under the modified accrual basis of accounting, revenues and

-expenditures are recognized when they become hoth feasurable and available.

" Revenues resulting from exchange transactions, in which each party gives and receives essentially equal -
value, are recorded on the accrual basis when the ekchahge takes place. On a modified accrual basis, revenue
is recorded in the fiscal year in which the resources are measurable and become available. Available means
that the resources will be collected within the current fiscal year, or are expected to be collected soon enough
thereafter to be used to pay liabilities of the current fiscal year. For the School, available means expected to
be received within sixty days of fiscal year-end. g o ‘ K

Non-exchange transactions, in which the School receives value without di're;tly giving equal value in return,
include grants, entitlements and donations. On an accrual basis, révenue from grants, entitlements and
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility
requirements include timing requirements, which specify the year when the resources are required to be
_ used, or the fiscal year when use s first permitted, matching requirements, in which the School must provide
local resources to be used for a specified 'purpose, and expenditure requirements, in which the resources are
provided to the School on a reimbursement basis. On a modified accrual basis, revenue from non-exchange
transactions ‘must also be available before it can be recognized. "Under the modified accrual basis, the
following revenue sources are considered to be both measurable and available at fiscal year-end: interest,
grants, student fees and rentals. ' ‘ : '

beferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied.
Grants and entitlements received before the eligibility requirements are met are also recorded as deferred
revenue. On governmental fund financial staternents, receivables that will not be collected within the
available period are also reported as deferred revenue.

On the accrual basis of accounting, expenses are récognized at the time they are incurred. The fair value of
donated commodities, if any, received during the year is reported in the operating statement as an expense
with a like amount reported as donated commadities revenue. Unused donated commodities are reported as
deferred revenue. ' :

{Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

c.

Measurement focus and basis of accounting, continued

Basis of accounting, continued

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which
the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation, are not
recognized in governmental funds,

Assets, liabilities and equity

Cash - The Schoo! may have cash presented on the financial statements which include cash held in local
financial institutions and certificates of deposit held in local institutions.

Receivables and payables - During the course of operations, numerous transactions occur between the
School and vendors and revenue sources or individual funds for goods provided or services rendered. On
fund financial statements, these receivables and payables are classified as accounts receivable, accounts
payable or “due from other funds” or “due to other funds”, on the balance sheet. The transactions between
funds are eliminated in the governmental activities columns of the statement of net assets.

Capital assets - Capital assets result from expenditures in the governmental funds. These assets are reported
in the governmental activities column of the government-wide statement of net assets but are not reported
in the fund financial statements.

Capital assets are stated at cost (or estimated historical cost) and updated for additions and retirements
during the year. Donated fixed assets are recorded at their fair market value as of the date received. The
costs and accumulated depreciation of property sold or retired are removed from the accounts, and gain or
losses, if any, are reflected in revenue or expenditures/expenses for the year. The School maintains a
capitalization threshold of $1,000. The School does not possess any infrastructure. Improvements are
capitalized; the costs of normal maintenance and repairs that do not add to the value of the asset nor
materially extend an asset’s fife are expensed.

All reported capital assets are depreciated. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets. Estimated useful lives used in computing depreciation for financial
reporting are as follows:

Governmental
Activities
Description Estimated Lives
Buildings 4Q years
Equipment 5 years
Improvements 10 years

{Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued ' '

D.

Assets, liahilities and equity, continued

Accrued liabilities - All payables and accrued liabilities are reported in the government-wide financial
statements. :

In general, payables and accrued liabilities that will be paid from governmental funds are reported on the
governmental fund financial statements, regardless of whether they will be liquidated with current
resources. However, claims and judgments that will be paid from governmental funds, are reported as a
liability in the fund financial statements, only to the extent that they will be paid with current, expendable,
available financial resources. In general, payments made within sixty days after year-end are considered to
haveé been made with current available financial resources.

Long-term obl:gatlons In the government-wide financial statements long-term debt and other long-term
obligations are reported as liabilities in the governmental activities, statement of net assets.

In the fund financial statements, governmental fund types report the face amount of debt issued as other
financing sources. Long-term obligations that will be paid from governmental funds are not recognized as a
liability in the fund financial statements until due.

"Fund balances and net assets - The School has adopted the provisions of GASS Statement No. 54 Fund
" Balance Reporting and Governmental Fund Type Defmltlons This Statéement defines five classifications of

governmental fund balances: nonspendable, restricted, committed, assigned and unassngned Where
applicable, these classifications are presented on the face of the governmental fund balance sheet.

‘For the government wide financial statements the School applies restricted resources when an expendrture is

incurred’ for the purposes for which both . restricted and unrestricted net assets are available, For the
governmental funds financial statements the School applies committed, .then assigned, then unaSS|gned
resources when an expendxture is incurred for purposes for which amounts in any of those unrestricted fund
balance classifications could be used.

Net assétsrepresent the difference between assets and liabilities. Net assets invested in capital assets, nef of

. related debt, consists of capital assets reduced by accumulated depreciation and the outstanding balances of

any borrowings used for the acquisition, canstruction or improvement of the unspent proceeds. Net assets
are reported as restricted when there are limitations imposed on their use either through the enabling
legislations or through external restrictions imposed by cred[tors grantors or laws or regulanons of other
governments, :

Use of estimates

The preparation of financial statements in conformity with accounting principles generally.accepted in the
United States of America requires management to make estimates and assumptions that affect the School’s
financial position and results of operations and disclosure of contingent assets and liabilities. Actual results
could differ from those estimates.
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NOTE 2 - DEPOSITS AND INVESTMENTS

Deposits

The School is authorized by South Carolina state law to invest in the following types of investments: 1

!
1. Obligations of the United States and agencies thereof;
2. General obligations of the State of South Carolina, or any of its political units;

3. Banks and savings and loan associations to the extent they are guaranteed by the Federa! Deposit
Insurance Corporation (FDIC);

4. Deposits in Certificates of Deposit where the certificates are collaterally secured by securities of the type

described in (1) and (2) above, held by a third party as escrow agent or custodian, or a market value not

less than the amount of the Certificate of Deposit so secured, including interest;
5. The State Treasurer's Local Government Investment Pool (monitored by the State Treasurer for

investments invested in government guaranteed securities in accordance with South Carolina state

laws); ‘
6. Repurchase agreements.

At June 30, 2011, the carrying amount of the School’s deposits was $322,630 and the bank balance was
$344,415. ' : ‘

* Custodial credit risk - Custodial credit risk is the risk that the School’s deposits will not be returned to it. The

School has no formal policy regarding custodial credit risk. The total cash balances are insured by the FDIC up
to $250,000 per hank. At times during the year, the School had cash on deposit with banks that exceeded the
balance insured by the FDIC.

Credit_risk - South Carolina statutes authorize investments in certificates of deposit, savings accounts,
repurchase agreements, the State Treasurer's Local Government Investment Pool, obligations of the United
States Government and government agencies unconditionally guaranteed by the United States Government.
The School has no investment policy that would further restrict its choices.

interest rate risk - The School does not have a formal investment policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates.

Concentration of credit risk - Concentration of credit risk is the risk of loss attributed to the magnitude of the
School’s investments in a single issuer. The School does not have a policy that limits the amount that may be
invested in any one issuer,
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NOTE 3 - CAPITAL ASSETS

Capital asset activity for the fiscal year ended june 30, 2011 was as follows:

Balance, ! Additions/ Deletions/

Balance,

July 1,2010 Transfers Transfers June 30, 2011
Governmental activities
Capital assets,
not being depreciated . : ,
Land $ 166,080 .S - $ - $ . 166,080
Construction-in-progress - 4,991 - - 4,991
 Total capital assets,
not being depreciated : 166,080. 4,991 - 171,071 ¢~
Capital assets, being deprecxated
at cost ' ‘ .
Building - ; ' 733,920 - ' - 733,920
Equipment , 67,332 ¢ 12,141 - 79,473
Improvements 49,348 211,065 = 260,413
Total capital assets,
being depreciated, : : .'
atcost . : ' 850,600 223,206 . - 1,073,806
Total capital assets o 1,016,680 228,197 - 1,244,877
Less accumulated d‘epre"ciati'on N ' : : : .
Building o (22,500) ~{14,196) oo (36,696)
Equipment (9,840) - {14,426) - (24,266)
Improvements _ {1,340} {13.037) - (14,377)
Total accumulated ' .
depreciation {33,680) - {41,639) - (75,339)
Governmental activities ’ , o . . o . ,
capital assets, net 3 983,000 S . 186538 S - S 1,169,538

Depreciation expense was charged to governmental functions as follows:

lnstructiqn ‘ S' 13,108
Supporting services ' : T 28551 .
Total depreciation expense , ' $ 41659

NOTE 4 - LINE OF CREDIT

The School had a $150,000 unsecured line of credlt with a lending mstxtuuon During 2011, the line was repald

and subsequently closed as of June 30, 2011.
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NOTE 5 - LONG-TERM OBUIGATIONS

Notes payable - On July 7, 2009, the Schooi entered into a loan for the purchase of 2 building for $900,000.
This riote is payable monthly at $7,528, including interest at 8%, and a balloon payment of $787,730 due on

September 15, 2014 and is secured by a purchase money mortgage agreement. Scheduled maturities of long-term
debt are as follows: '

Year ended
June 30 Principal Interest
2012 5 21,872 68,464
2013 23,687 - 66,649
2014 25,653 64,683
2015 794,469 15,844

$ 865,681 S___215640

Changes in general long-term obiigations - The following is a summary of changes in the School's long-term
obligations for the fiscal year ended June 30, 2011: :

Balance, Balance, Current
July 1, 2010 Increases Decreases June 30,2011 Portion
Governmental activities:
Bank loan S 885,876 S - S 20,195 § 865,681 s 21,872
Total $ 885,876 S - S 20,185 § 865,681 s 21,872

NQTE 6 - RISK MANAGEMENT

Spartanburg Charter School is exposed to various risks of loss refated to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters for which the School
carries commercial insurance,

The School obtains its employee health and life insurance through the South Carolina Public Charter School
District who insure through the South Carolina State Budget and Control Board, Office of Insurance Services
which represents all state agencies in South Carolina joined together in a public entity risk’pool. The School pays
a portion of monthly premiums based on each participating employee.

During the year ended June 30, 2011, the Schoo! obtained its worker’s campensation insurance through the
Utica National Insurance Company under the Workers Compensation laws of the State of South Carolina.

The School continues to carry commercial insurance for all other risks of loss. Settled claims resuiting from
these risks have not exceeded commercial insurance coverage.
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NOTE 7 - TRANSFERS FROM AND TO OTHER FUNDS

During the course of normal operations, the School has transactions between funds to provide services,
purchase assets, service debt, etc. These transactions are generally reflected as transfers. Total transfers during”’
the year ended June 30, 2011 consisted of the foHowmg individual fund amounts:

Transfers in Transfers Out
" General fund ‘ ' 4 _ S 37,574 S (6,574)
Special revenue fund o ' ' .6,574 ‘ -
Education Improvement Act fund - - (37,574)
S as148  $  (a4,148)

NOTE 8 - FUND BALANCE AND NET ASSETS

The fund balances/net assets and other credits have been classified to reflect the limitations and restrictions
placed on the respective funds as follows:

Governmental fund financial statements

Fund balances - Nonspendable - balances that by their nature are'unablé to be sbent.

Fund balances - Restricted - balances that can on!y‘be spent for the specific purpose stipulated by
. constitution, external resources providers, or through enabling legislation.

- Fund balances - Committed - balances that can only be used for the specific purpose determined by the
School’s Board of Directors.

Fund balances - Assigned - balances meant to be used for a specific purpose but dont meet the criteria as
restricted or commrtted

Fund balances - Unassigned - balances that are spendable amounts not conta}ihed in other classifications.

Government-wide financial statement

Invested in capital assets, net of related debt - represents the net cost less accumulated depreciation and
outstanding debt attributable to the organization of the capital assets.

Restricted - represents net assets restricted externally by creditors, grantors, contributors or taws and
-regulations of other governments, or restrictions xmposed by law through constitutional provisions or
enabling legislation.

Unrestricted - represents the remainder of the School’s net assets in government-wide and business-type
activities.
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NOTE 9 - CONTINGENCIES

Amounts received, or receivable, from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the federal government! Any disallowed claims, including amounts already collected, may
constitute a liability of the applicable funds. The amount, if any, of expenditures which may be disallowed by the
grantor cannot be determined at this time although the School expects such amounts, if any, to be immaterial.

The School is by law, a public school. The operations of the School are subject to administrative directives,
rules and regulations of its federal and state funding services. Such directions and funding levels are subject to
change with little notice. If the School's funding levels are significantly impacted by continued reductions in federal
and state funding, it may adversely affect the School's ability to continue as a going concern.

The School entered into a 3 year contract for bookkeeping and consulting services commencing July 1, 2008.

The contract commitment totals $30,000 for the 2011-2012 school year and is payable in equal monthly °

installments.

NOTE 10 - SUBSEQUENT EVENTS

fn August 2011 the School refinanced the mortgage held on the building with a new financial institution. The

new loan is for $850,000, payable in 59 instaliments of $6,140 beginning September 2011 with a balloon

payment of $671,677 in August 2016. The loan has an indexed rate relative to the 10 largest banks as reported
by the Wall Street Journal, but no lower than 4.75% or higher than 7.25%.
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SPARTANBURG CHARTER SCHOOL
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
For the year ended June 30, 2011 .

REVENUES
1000 Revenue from local sources
A17OO Pupil activities
1730 Other pupil activity income
1900 Other revenue from local sources
1920 Contributions & Donations ffom private sources
1990 Miscellaneous local revenue
1999 Revenue(?rpm other local sources
Total local sources

-3000 Revenue from state sources
3100 Restricted state funding
3120 General education
3129 Consolidated funding
3180 Fringe benefits employer contributions
3300 Educatian Finance Act (EFA)
3310 Full-time programs
3311 Kindergarten
3312 Primary
3313 Elementary
3316 Speech handicapped (part-time)
3320 Part-time programs
3323 Learning disabilities
3330 Miscellaneous EFA programs
3331 Autism
Total staté sources

Total revenue all sources

EXPENDITURES
100 instruction )
110 General instruction
112 Primary programs
100 Salaries :
200 Employee benefits
400 Supplies and mateirials
500 Capital outlay

113 Elementary programs
100 Salzries
200 Employee benefits
300 Puchased services
400 Supplies and materials
500 Capital outlay

120 Exceptional programs
127 Learning disabilities

100 Salaries
200 Employee benefits

Variance
Original and Final from Final -
Budget Actual Budget
$ - 75,454 § 75,454
25,000 577,736 552,736
86,796 - " (86,796)
111,796 653,190 541,394
. 6,880 6,880
203,976 203,976
132,288 132,288
. 342,862 342,862
796,610 221,075 (575,535}
. 27,115 27,115
- 71,454 71,454
. 5831 5,831
1,000,586 1,011,481 10,895
1,112,382 1,664,671 552,289
669,293 15,509 653,784
127,427 7,729 119,698
2,296 8,808 , (6,512}
. 8,018 (8,018)
799,016 40,064 758,952
- 428,809 (428,809)
53,948 (53,948}
- 11,330 {11,330)
.19,974 {19,974)
27,572 (27,572)
541,633 (541,633)
- 25,616 (25,616)
- 2,173 (2.173)
27,789 {27,788)

223
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SPARTANBURG CHARTER SCHOOQL
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
For the year ended June 30, 2911

Variance
Original and Final from Final
Budget Actual Budget
EXPENDITURES, Continued
100 instruction, Continued
140 Special programs
145 Homebound
100 Saleries 161 150 ) 11
' 161 150 11
170 Summer school programs ,
175 Instructional programs beyond regular school day
100 Salaries 1,475 1,955 {480)
200 Employee benefits ' 81 117 ‘(36)
300 Purchased services ) 67,403 65,348 2,055
400 Supplies.and materials . : 6,842 5,234 1,608
75,801 72,654 3,147
Total instruction 874,978 682,290 192,688
200 Support services
210 Pupil‘services
213 Health services
100 Salaries 32,382 7,786 24,596
200 Employee henefits 6,780 1,534 5,246
400 Supplies and materials - 498 (498)
39,162 9,818 29,344
215 Exceptional program services
' 300 Speech hearing and OT 25,000 . 25,000
400 Supplies and materials - 1,150 {1,150)
' ' 25,000 1,150 23,850
224 improvement of instruction- inservice and staff training:
300 Purchased services 5,000 343 4,657
5,000 343 4,657
230 General administration services
231 Board of education
300 Purchased services 36,931 38,326 -+ {1,395)
318 Auditservices 14,000 14,004 (4)
600 Other objects 179,604 11,580 168,024
' 230,535 63,910 166,625
233 Schoo! administration
100 Salaries I 172,500 99,120 73,380
200 Employee benefits 24,785 24,430 355
300 Purchased services | 5,000 730 4,270
400 Supplies and materials 9,000 10,597 (1,597)
S00 Capital Outlay : R 10,391 11,347 {956)
221,676 146,224 75,452
250 Finance and operations services
252 Fiscal services
300 Purchased services 27,000 27,000 -
600 Bank Fees 600 - 600
27,600 27,000 600

.24-
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SPARTANBURG CHARTER SCHOOL ‘
BUDGETARY COMPARISON SCHE‘DULE '
. GENERAL FUND
: For the year ended June 30, 2011

Variance
Original and Final from Final
. , . Budget Actual BUdgei
EXPENDITURES, Continued.
200 Support services, continued
250 Finance and operationslservices, Continued
253 Facilities acquisition and construction ,
300 Purchased services - 20,525 8,445 12,080
" 500 Capital outlay | L p , .
) 520 Construction services - 204,561 ) {204,561)
. : : T : 20,525 " 213,006 (192,481)
254 Operation and maintenance of plant . . o e
100 Salaries 27,894 27,894. .-
200 Employes benefits ‘ 2,861 . 2,406 as7
300 Purchased services - 136,943 169,681 © o (32,738)
321 Public utilities : 6,000 3,763 2,237
400 Supplies.and materials . 6,000 6,431 (431}
470 Energy 48,000 41177 6,823
' 227,698 251,350 (23,652)
258 Security ; ' ! '
300 Purchased services o : 2,188 . 2,755 {567)
- 2,188 - 2,755 (567)
260 Central support services . '
’ 263 Information services - ’
300 Purchased services o - 2,000 1,053 - 947
. . 2,000 1,053 947
266 Technology and data processing services ) . C A
300 Purchased services g . - 2,716 - (2,718)
' . 2,716 (2,716) .
271 Pupil services activities . ' .
660 Pupil activity - . . 169 153 15
’ 169 153 16
Total support services ' o . 801553 ' 713478 82,075
Total expenditures 1,676,531 1,401,768 274,763
© OTHER FINANCING SOURCES . . o
Transfer to special revenue fund ) o - {6,574) (6,574}
Transfer from special revenue EIA fund ) - 37,574 37,574
Total other financing sources - 31,000 : 31,001
Excess (deficit) of revenues over (under) expenditures (564,149) 293,903 858,052

FUND BALANCE, BEGINNING Of YEAR 27,601

'

FUND BALANCE, END OF YEAR ’ . $ 321,504

.25.
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
For the year ended June 30, 2011

REVENUES
1000 Revenue from jocal seurces

1900 Other revenue from local sources
1990 Miscellanzous local revenue
1999 Revenue fram other local sources
Total local sources

3000 Revenue from state sources

4000

3100 Restricted state funding
3120 General educatien
3123 Formative assessmeant
128 Refurbishment of K-8 scienca kits
" 3130 Special programs
3136 Student health and Aitness - nurses
3600 Education lottery act revenue
3610 K-5 Enhancement
Total state sources
Revenue from federai sources
4300 Elementary & Secondary Education Act of 19635 {ESEA)
4310 Title |, basic state grant programs T
4350 State fiscal stabization fund (ARRA)
4331 Improving teacher quality
4500 Programs for childran with disabilities
4510 Indlviduals with Disabilities Edueation Acz (IDEA)
4540 [DEA (ARRA 611}
4900 Other federal sourcas
4990 Other federal revenue
49399 Revenug from other federal sources

Totzl federal sources

Total ravenue all sources

EXPENDITURES

100

200

Instruction
110 General instruction
112 Primary programs
100 Saiaries
200 Employee benefits

113  Elementary programs
100 Salasies
200 Employee bensfits
300 Purchased services
500 Capital cutlay

170 Summer school programs
175 Instructicnal grograms beyond regular school day
400 Supplies and materials

Total tnstructon
Support services
210 Pupil services
213 Health services
100 Salaries
200 Employee beneflts

220 Instructional staff sesvices

223 Improvement of instruction - curriculum development

300 Purchased sarvices

224 Improvement of instruction - inservice and staff training

300 Purchased services

230 General administrativa services
233 School administration
300 Purchased services

SPARTANBURG CHARTER SCHOOL

SPECIAL PROJECTS FUND

Other Designatad

Other

Title ! 1DEA Restricted Special Revenue
BA Projects CA Projects Stata Grants Programs
{201/202) (203/204) {930} {200/800} Tetal
$ - 3 - £ - 5 33773 33,273
e e 873, 33973
- . 1,918 . 1,918
8,438 8.438
- 29,285 29,465
- - 23,829 - 23,829
- - 63,551 - 63,551
230,950 - . 230,950
- - - 44,951 44,951
. N - 22,554 22,354
14,220 - - 14,229
. 5,140 . . 5,140
. . - 47,561 47,562
230,950 19,360 - 115,067 365,377
230,950 19,360 63,651 148,840 462,801
. 18,623 18,523
- - 5,204 - 5,204
- - 23,829 . 23,823
172,618 730 . 44,442 217,850
23,554 . - 6,838 35,452
- 13,431 - 221 13,652
29,778 - - - 29,778
230,950 14,221 - 51,561 296,732
- - 1,657 - 1657
- . 1,657 - 1,657
230,950 14,221 25,488 51,561 322,218
24,656 24.856 \
. 4,810 . 4810
. - 29,465 - 23,465
'
}
. - _ 3,330 3,330
. - - 3,330 3,330
- - 261 27,638 27,898
- - 261 27,638 27,899
- . 669 663
. - 669 669
.26- {Continued)
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SPARTANBURG CHARTER SCHOOL

SPECIAL PROJECTS FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
Forthe year en&ed June 30, 2011

Other Oesignated Other
Title t IDEA Restricted Special Revenue
BA Projects CA Projects State Grants Programs
: {201/202) {203/204} {900) {200/800} Total
EXPENDITURES, Continued .
200 Support services, cantinued
250 Finance and operations servicas '
256 Food services ) X
! 100 Salaries - . . 13,305 13,305 .
200 Employee benefits . f. . 1,118 1,118
400 Supplies and matenials - - - 71,370 71,370
- -~ - 85,793 85,793
Total support servicgs - - |- 29,727 ) T 117,430 147,157 .
Total axpenditures 230,530 14,221 55,213 168,991 . 469,37‘5.
OTHER FINANCING SOURCES {USES) - . : ' :
Transfers in {out} _ . {5,139} {8,438) 20,151 . 6,574
- 12,139} {8,438} | 20,151 6,574
‘Excess (deficit) of revenues over {under) expenditures '

and other financing sources {uses) - - . . .

FUND BALANCE, BEGINNING OF YEAR . . . .

FUND BALANCE, END OF YEAR $ . § . 3 . s . $ -

-27-
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SPARTANBURG CHARTER SCHOOL ;
EDUCATION IMPROVEMENT ACT

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
For'the year ended june 30, 2011

t

Total
REVENUES
3000 Revenue from state sources
3500 Education Improvement Act
3511 Professional development $ 1,537
3532 National board certification salary supplement 8,071
3538 Students at risk of school failure 57,524
3540 tarly childhood program 709
3550 Teacher salary increase 18,212
3555  School employer contributions 3,781
3558 Reading 1,500
3577 Teachers supplies 3,850
3588 Maintenance of fiscal effort 16,406
Total revenue from state sources 112,590
Total revenue 112,580
EXPENDITURES
100 Instruction
110 General instruction
112 . Primary programs
100 Salaries 1,500
400 Supplies and materials 275
1,775
113 Elementary programs
100 Salaries 54,806
200 Employee benefits 11,789
400 Supplies and materials 5,109
71,704
Total instruction 73,479
220 Supportservices
220 Instructional staff services
224  Improvement of instruction inservice and staff training
300 Purchased services 1,537
1,537
Total support services 1,537
Total expenditures - . 75,016
QTHER FINANCING USES ‘
5210 Transfer to general fund : (37.574)
Total other financing uses (37.574)

Excess of revenues over expenditures
and other financing uses

FUND BALANCE BEGINNING OF YEAR
FUND BALANCE END OF YEAR
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SPARTANBURG CHARTER SCHOOL |

-SPECIAL PROJECTS FUND

SUMMARY SCHEDULE FOR DESIGNATED STATE RESTRICTED GRANTS

For the year ended june 30, 2011

Transfers
) Out/ Deferred
Subfund  Revenue Programs Revenues Expenditures (in) Revenue
933 3123 Formative assessment $ 1,918 S 1,918 $ -
908 3126  Refurbishment of K-8 science kits 8,438 - 8,438
935 3136 Student health and fitness - nurses 29,466 29,466 - -
260 3610 K-5 Enhancement 23,828 23,829 - -
S 63,651 S 55,213 S 8,438 ) -
B
i
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SPARTANBURG CHARTER SCHOOL
EDUCATION IMPROVEMENT ACT

SUMMARY SCHEDULE BY PROGRAM

j For the year ended June 30, 2011

3500 Education improvement Act

3511
3532
3538
3540
3550
3555
3558
3577
3588

Professianal development

National board certification salary supplement
Students at risk of school fajlure

Early childhood program

Teacher salary increase

School employer contributions

Reading

Teachers supplies

Maintenance of fiscal effort

Total

Transfers
Out/ Deferred
Revenues Expenditures {In) Revenue
S 1,537 S 1,537 8§ - -
9,071 9,071 - -
57,524 57,524 . -

709 709 -

18,212 - 18,212 -
3,781 - 3,781 -

1,500 1,500 -
‘3,850 4,675 (829) -
16,406 - 16,406 -
$ 112,590 S 75,016 § 37,574 -

-30-
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; SPARTANBURG CHARTER SCHOOL
DETAILED SCHEDULE OF DUE TO STATE DEPARTMENT
OF EDUCATION/ FEDERAL GOVERNMENT

Grantor -

) Status of
o " project Revenue . Amount Amount
Program number code Description due due

" NONE

-33-
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Spartanburg Charter School
Spartanburg, South Carolina

We have audited the financial statements of Spartanburg Charter School {"the School") as of and for the

“year ended June 30, 2011, which collectively comprise the School’s basic financial statements and have
issued our report thereon dated November 3, 2011. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. :

Internal contral over financial reporting

In planning and performing our audit, we considered the School's internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the School's internal
contro! over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
School's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal cantrol such that there is a reasonable possibility that a material misstatement
of the entity's financial statement will not be prevented, or detected and corrected on a timely basis.

Qur consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all:deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reportir{g t'hat we consider to be material
weaknesses, as defined above. However, we identified deficiencies in internal control over financial
reporting, described in the accompanying schedule of findings and responses as 2010 B.1 and 2011 B.2
that we consider to be significant deficiencies. 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.
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Compliance and other matters

As part of obtaining reasonable assurance about whether the School's financial statements are free of

material m;sstatement we performed tests of its compliance with certain provisions of laws, regulations, .

contracts and grant agreements; noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed one instance’ of noncompliance or other matters that are required to be
reported under Government Auditing Standards, described in the accompanying schedule of findings and
responses. : - :

This report is intended solely for the information and use of the Board of Directors, management, the
South Carolina Department of Education and the federal and state awarding agencies and is not intended
to be, and should not be, used by anyone other than those specified parties.

ELRAEYr Dawn %

Myrtlé Beach, South Carolina
- November 3,2011

-33-
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SPARTANBURG CHARTER SCHOOL
SCHEDULE OF FINDINGS AND RESPONSES’
For the year ended June 30, 2011

A. SUMMARY OF AUDIT RESULTS

1. The auditor’s report expresses an unqualified opinion on the financial statements.
2. Significant deficiencies relating to the audit of the financial statements were disclosed during the audit.

3. No material weaknesses relating to the audit of the financial statements were disclosed during the
' audit,

4. One instance of noncompliance relating to the financial statements was disclosed during the audit.

B. FINDINGS - FINANCIAL STATEMENT AU!‘MT

2010 B.1 - Preparation of financial statements and accrual entries in accordance with generally accepted
accounting principles.

Significant deficiency

Condition and criteria: nternal controls over financial reporting should be in place to provide reasonable
assurance that financial statements are prepared in accordance with generally accepted accounting
principles including adjustments for accounts receivable and accounts payable.

Effect: Because management is not trained currently in preparing financial statements or posting accrual
entries in accordance with generally accepted accounting principles, a material misstatement to the School’s
financial statements could occur and not be prevented or detected by the School’s internal controls over
financial reporting.

Cause: Currently, management responsible for the accounting and reporting function is not trained to
prepare the School’s financial statements or post accrual adjustments in accordance with generally accepted

accounting principles.

Auditor’s recommendation: Consideration should be given to requiring management to attend or obtain
additional training in this area.

Auditee's response: The School's management considers the risk tolerable when compared to the cost of
implementing a mitigating control.

-34-
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!

2011 B.2 - Segregation of duties relating to disbursements
Significant deficiency
Condition and Criteria: Internal controls over disbursements should be in place to ensure that adequate

documentation is being maintained for each disbursement made and to provide proper segregation of
duties over the authorization, purchasing and check signing functions.

Effect Because there is no proper segregation of duties related to disbursements including expense .

reimbursements, there could be mstances of management override of control.

Cause: Currently the principal has signature authority on the account and is responsible for the |

. authorization and purchasing function. Additionally, the prmc1pa! signs the checks for his reimbursement
requests.

Auditor’'s Recommendation: We believe that contrdlg over cash disbursements would be improved if the
individual responsible for authorizing and making purchases did not have check-signing authority.
Therefore, at a minimum, an individual outside of the check signing function should review and approve
purchases.

Auditee’s Resp onse: Management is considering a control that réquires monthly review of approved
purchases by an additional member of management. On a go forward basis all reimbursements checks to
the principal will be signed by someone other than the principal.

FINDINGS - COMPLIANCE

None

-35-
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SOUTH CAROLINA CALVERT ACADEMY
REPORT ON FINANCIAL STATEMENTS

FOR THE YEAR ENDED
JUNE 30, 2011
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
South Carolina Calvert Academy
Columbia, South Carolina

We have audited the accompanying financial statements of the governmental activities and each major
fund of South Carolina Calvert Academy (the Academy), a component unit of the South Carolina Public
Charter School District, as of and for the year ended June 30, 2011, which collectively comprise the
Academy’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Academy’s management. Our responsibility is to express an opinion on these financial
statements based upon our audit. '

We conducted our audit in accordance with auditing standards géneral!y accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and perform
our audit to obtain reasonable assurance about whether the basic financial statements are free of materiat
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and

disclosures in the financial statements. An audit also includes assessing the accounting principles used and

significant estimates made by management, as well as evaluating the overall financial statement

presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly,. in all material respects, the .

respective financial position of the governmental activities and each major fund of the Academy as of June
30, 2011, and the respective changes in financial position and cash flows, where applicable thereof, for the

year then ended, in conformity with accounting principles generally accepted in the United States of
America. . S

The accompanying financial statements have been prepared assuming the Academy will continue as a going

concern. As discussed in Note 2 to the financial statements, the Academy has a deficit in the unrestricted '

portion of its net assets and general fund fund balance and incurred a net loss from operations. This
condition raises substantial doubt about the Academy's ability to continue as a going concern.
Management's plans regarding those matters are also described in Note 2. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty.

In accordance with Government A:uditing Standards, we have also issued our report dated November 16,'

2011 on our consideration of the Academy’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting nor on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Elliott Davis LLC | www.elliottdavis.com
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Management’s discussion and analysis on pages 3 through 8, and the budgetary comparison information on .

pages 23 through 25, are not required parts of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did
not audit the information and express no opinion on it.

* Our audit was conducted for the purpoée of forming an apinion on the financial statements that collec_ti\/ely '

comprise the Academy's basic financial statements. The individual fund financial statements, and other
schédules as listed in the table of contents, are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information has been subjected to the auditing

procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in a!l ‘

material respects, in relation to the basic ﬁnanc;al statements taken as a whole.
[ S

Myrtle Beach, South Carolina
November 16, 2011
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SOUTH CAROLINA CALVERT ACADEMY
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2011

As management of South Carolina Calvert Academy {the Academy)}, we offer readers of the Academy's audited
financial statements this narrative overview and analysis of the financial activities of the Academy for the fiscal
year ended Juné 30, 2011. We encourage readers to read the information presented herein in conjunction with
additional information that we have furnished in the Academy’s financial statements, which follow this
narrative.

FINANCIAL HIGHLIGHTS

The liabilities of the Academy exceeded its assets at the close of the fiscal year by (5638,269) (net deficit).
The Academy’s total net assets decreased by $164,761.

As of the close of the current fiscal year, the Academy’s governmental funds reported combined ending
fund deficit of {$27,099).

The 2010-2011 45-day headcount was 286.
The 2010-2011 135-day headcount was 276.

South Carolina Calvert Academy had $508,104 in long-term debt as of June 30, 2011.

QVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Academy’s basic financial statements.
The Academy’s basic financial statements consist of three components; 1) government-wide financial
statements, 2} fund financial statements, and 3) notes to the financial statements (see Figure 1). The basic
financial statements present two distinct financial perspectives of the Academy through the use of
government-wide statements and fund financial statements. In addition to the basic financial statements, this

report contains other supplemental information that will enhance the reader’s understanding of the financial
condition of South Carolina Calvert Academy.
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Figure 1l

Required Components of Annual Financial Report

Management's - Basic -
Discussion and : Financial
Analysis . : o Sftatemehts
Government-wide " Fund - .' .. Notes to the
Financial | : Financial | Financial
Statements - Siatements o : Statements
Summary . ' _3 Detail

‘BASIC FINANCIAL STATEMENTS

The first two statements in the basic fi nancnal statements are the Government-wide Fmancual Statements
. They provide both short and Iong -term mformatlon about the Academy’s fmanc:al standing.

The next statements are Fund Fi‘nancial Statements. These statements focus on the activities of the individual
_segments of the Academy's government ‘These statements are more detailed than the government-wide

financial stateme nts.

~ Immediately following the fund financial statements are the Notes to the Financial Statements (the Notes).

The Notes offer a detailed explanation of the data contained in those statements. Next, supplemental.

informatien is provided to.show details about the Academy’s funds. Budgetary mformatxon for the Academy
also can be found in this section of the statements.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide the reader with a broad overview of the
Academy’s finances, similar in format to the financial statements of a private-sector busiqess. The government-
wide statements provide short and long-term information about the Academy’s financial status, as a whole,

The two government-wide statements report the Academy’s net assets and how they have changed. Net assets
equal the difference between the Academy’s total assets and total liabilities. Measuring net assets is one way
to gauge the Academy’s financial condition.

The government-wide statements include all governmental activities. The governmental activities include most
of the Academy’s basic functions such as instructional services and business services, These functions are
funded almost entirely through state, county, and federal educational funds.

The government-wide financial statements are enumerated on pages 9 and 10 of this report.

FUND FINANCIAL STATEMENTS

The fund financial statements provide a more detailed look at the Academy’s most significant activities. A fund
is a grouping of related accounts used to maintain control over resources that have been segregated for specific
activities or objectives. The Academy uses fund accounting to ensure and reflect compliance {or non-
compliance) with finance-related requirements, such as the Academy’s budget, where and when applicable. All
of the funds of the Academy are considered governmental funds.

Governmental Funds - Governmental funds are used to account for functions reported as governmental
activities in the government-wide financial statements. Most of the Academy’s basic services are accounted for
in governmental funds. These funds focus on how assets can readily be converted into cash flow in and out,
and monies remaining at year-end that will be available for spending in the next fiscal year. Governmental
funds are reported using the modified accrual accounting method, which provides a short-term spending focus.
The governmental fund financial statements assist the reader in determining whether there has been an
increase or a decrease In the financial resources available to finance the Academy’s programs. The relationship
between governmental activities {reported in the Statement of Net Assets and the Statement of Activities) and
governmental funds is described in a reconciliation, which is an integral part of the fund financial statements.

The Academy has elected to adopt an annual budget. The budget incorporates input from the faculty,
management, and the Board of Directors of the Academy and specifies which activities will be pursued and
which services the Academy will provide during the year. It also authorizes the Academy to obtain funds from
identified sources to finance current period activities. The budgetary statement demonstrates how well the

Academy has complied with its budget and whether or not the Academy has succeeded in providing the
services as originally planned.

Notes to the Financial Statements - The notes provide additional information essential to facilitating a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements begin on page 13 of this report and are followed by supplemental information about the
Academy’s funds and budgetary comparisons as described above. ‘
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as one useful indicator of a schoal’s findncial condition. The
liabilities ‘of the Academy exceeded its assets by (5638,269), as of june 30, 2011. (397,537} reflects the
‘Academy’s investment in capital assets (e.g. equipment); less any related debt still outstanding that was issued
to acquire those items. The Academy uses these capital assets to provide services to its students;

‘ consequently,. these assets are not available for future spending. The remaining balance of ($540, 732) is
unreerlcted

Figuré 2
South Carolina Calvert Academy’s Net Assets

Governmental Activities

2011 2010
Current and other assets . : S 37,448 S 104,486
Capital assets, net of depreciation - ’ 11,795 15,387
Total assets : : 49,243 119,873
Liabilities , 687,512 593,381
Net assets _ ‘ : .
Invested in capital assets, net of related debt ' . (87,537) © {130,875)
Unrestricted , ' {540,732} ' -.__(342,633)
Total liabilities and net assets ‘ o o 8 49,243 119,87

Several aspects of the Academys financial - operatlons mfluenced the total unrestricted governmental net
assets:

* The Academy adopted an annual budget. The Academy s performance was measured using this budget

on @ monthly basis, allowing changes to be made in spending as needed to remain within the confines
of the budget.

e - Funding through the South Carolina Public Charter School DlStHCt is one of the lowest of any district in .
the country. :

o Headcount was less than originally budgeted.
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Figure 3
South Carolina Calvert Academy’s Changes in Net Assets

Governmental Activities

2011: 2010

Donations and other revenues $ 601 S 675
County, state, and federal funds 1,348,739 1,186,528

Total revenues 1,349,340 1,187,203
Instructional programs ) . 832,550 844,329
Support services ’ 644,843 588,610
Interast . 36,268 -

Total expenses 1,514,102 1,432,939
Decrease in net assets ' {164,761) ‘ (245,736)
Net assets, July 1 : (473,508) (227,772)
Net assets, June 30 - 8 (638,269) $ {473 ,508)

Governmental activities - Governmental activities decreased the Academy’s net assets by $164,761.

FINANCIAL ANALYSIS OF THE ACADEMY'S FUNDS

As noted earlier, the Academy uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds - The focus of the Academy’s gavernmental funds is to provide information on near-term
inflows, outflows, and balances of usable financial resources. Such information is useful in assessing the
Academy’s financing requirements. Specifically,. unreserved fund balance can be a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

‘The general fund is the chief operating fund of the Academy. At the end of the current fiscal year, unreserved
fund deficit of the General Fund was ($141,960).
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CAPITAL ASSET AND DEBT ADMINISTRATION '

Capital assets - The Academy’s investment in capital assets for its governmental activities as of June 30, 2011,
totals $11,795 (net of accumulated depreciation). Capital assets include equipment. !

. Figure 4
South Carolina Calvert Academy’s Capital Assets -
(net of depreciation)

' Governmental . y
Balance Activities Balance
July 1, 2010 2011 June 30, 2011
Equipment ' . $ 15387 - §  (3592) § . 11795 -
Total ‘ s '15,337 $  (3592) § 11795

Additional information about the Academy’s capital assets can be found in Note 5 of the Basic Fmanual
Statements. , :

Long-term Debt - As of June 30, 2011, the Academy had $508,104 in long-term debt.
ECONOMIC FACTORS
The fcllowihg key economit indicators reflect the growth and prosperity of the Academy:

e The South Carolina Charter District has rew;ed its fundmg of charter schools wnthm the District resultmg
“ina sngmflcant increase in funding for South Carolina Calvert Academy for fxscal year 2012,

a The Academy has increased its marketing efforts to attract new students for fiscal year 2012,

‘REOLUFSTS FOR INFORMATION

This report is designed to provide an overview of the Academy’s finances for those with an interest in this area.
Questions-concerning any of the information found in this report or requests for additional information should
be directed to Laura Blackmore, South Carolina Calvert Academy, 100 Summit Parkway, Columbia, South
Carolina 29229, telephone number (803) 462-0254,
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SOUTH CAROLINA CALVERT ACADEMY
\ STATEMENT OF NET ASSETS
JUNE 30, 2011

© ASSETS

CURRENT ASSETS
Cash ‘
Accounts receivable

Total current assets

NON-CURRENT ASSETS
Capital assets - Net

Total non-current assets

Total assets

LIABILITIES
CURRENT LIABILITIES
Accounts payable

Total current liabilities

LONG-TERM LIABILITIES
Due within one year

Due in more than one year

Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Unrestricted deficit

Total net deficit

Governmental
activities

$ 8,093
29,355

37,448

11,795
11,795

$ 49,243

s 175408
179,408

41,512
466,552

508,104

687,512

(97,537)

(540,732)
(638,269)

$ 48,243

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

-9-
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SOUTH CAROLINA CALVERT ACADEMY
STATEMENT OF ACTIVITIES
For the year ended June 30, 2011

Net (expense) .

revenues
Program and changes
revenues in net assets
. Operating grants Governmental
. Expenses and contributions activities
Functions/Programs
Governmental activities: ‘ ' ‘
Instruction S 832,990 s 1,348,738 - § 515,749
Support services o 644,843 , - (644,843)
interest on long-term deht i 36,268 - {36,263)
Total governmental activities ‘ S 1,514,101  $ ' 1,348,739 (165,362)
General revenues:
Miscellaneous 601
Total general revenues 601
Change in net assets (164,761)

Net deficit, beginning of year

Net deficit, end of year S

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

-10-
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SOUTH CARCLINA CALVERT ACADEMY

BALANCE SHEET -
GOVERNMENTAL FUNDS
JUNE 30, 2011
1 N t
Special Revenue Funds Total
General Education Governmental
Fund Other Improvement Act Funds
ASSETS .
Cash $ 8093 S - $ - $ 8,093
Accounts recelvable 29,355 - - 29,355
Total assets $ 37,448 $ - $ - 3 37,448
LIABILITIES AND FUND BALANCES
Liabitities:
Accounts payable $ 179,408 S - $ - $ 179,408
Total liabilities 179,408 - - 179,408
Fund balances: : . -
Unassigned (141,960) - - {141,960)
Total fund balances {141,960) - - {141,960)
Total lizbilities and fund balances $ 37448 § - S - $ 37,448
Total governmentat fund balance $ {141,960}
Amounts reported for governmental activities in the statement
of net assets are differant because of the foilowing:
Capital assets used in governmentai activities
are not financial resources and therefore are
not reported in governmental funds. The cost
of assets Is $189,198, and the accumulated
depreciation Is $177,403. 11,795
Some liabilities, Including long term liabilities, ’ ‘
are not due and payable In the current period and
therefore are not reported in funds. . {508,104)
Net deficit of governmental activities $ (638,265}

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

-11-
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SOUTH CAROLINA CALVERT ACADEMY : ;
STATEMENT OF REVENUES, EXPENDITURES .
AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS
For the year ended June 30, 2011

Special Revenue Funds . Total
General Special . Education Gavernmental
" Fund Projects Improvement Act Funds
REVENUES o '
Ltocal $ . -801 & .- $ - . 601
State 929,567 15,406 94,832 1,043,805, ..
Federal - 304,934 - 304,934
Total ravenues 930,168 324,340 . 94,832 1,349,340
EXPENDITURES
Current: )
Instruction 453,053 314,724 28,740 796,518
Support services 461,674 7,859 . 2,869 472402
Capital outlay - 1,300 33,022 34,321
Debt service: .
Principal 36,930 - - 36,330
Interest and other charges 36,268 - .- 36,268
Total expenditures 987,925 323,833 64,631 1,376,439
Excess {deficit) of revenues over {under) expenditures (57,757) * 457 30,201 {27,099)
OTHER FINANCING SQURCES (USES) . .
*Transfers to {from) 30,658 {457) {30,201) -
Total other financing sources {uses) 30,658 {457) (30,201} -
Net change in fund balances (27,099} - - {27,093}
FUND BALANCES, BEGINNING OF YEAR . {114,861) - o *{114,861)
FUND BALANCES, END OF YEAR - ! o . $ (1819800 § - - & ‘ - $ (141,960}
Total net ch:ange in fund balance - governmental funds ' Lo ' L ’ ] A ' ‘ $ {27,099)
Amounts reported for governmental activities in the statement
of activities are different because of the following: R
Capital outlays are reported in governmental funds as expenditures, N
However, In the statement of activities, the cost of those assets is
allocated over their estimated useful fives as depreciation expense. ' . .
This is the amount of depraciation expense ($3,592) in the pericd. . . . R - {3,592)
The Issuance of long-term debt provides current financlal resources to ' '
govermental funds, while the repayment of the principal of fong-term . . [ [ N
debt consumes the current financia! resaurces of governmental funds. ’
Neither transaction has any effect on net assets. This amount is the net
effect of these dlfferences in the treatment of long-term debt and
related items. ,
{134,070}
Change In net deflcit of governmental activities . ‘ ‘ $ {164,761)

The accompanying notes are an Intagral part cf these basic financlal statements.
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SOUTH CAROLINA CALVERT ACADEMY
NOTES TO BASIC FINANCIAL STATEMENTS

[

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

South Carolina Calvert Academy (the Academy) is a nonprofit organization incorporated in the state of

South Carolina and organized under the South Carolina Charter School Act. The Academy’s charter was
approved by the South Carolina Public Charter School District, under which the Academy operates. The
Academy serves approximately 250 students in kindergarten through grade 8, by way of a virtual learning
environment in which students are enrolled throughout the state of South Carolina and study the
curriculum from their homes.

A.

Reporting entity
The financial reporting entity, as defined by Governmental Accounting Standards Board (GASB)

Statement No. 14, The Financial Reporting Entity, consists of the primary government, organizations for '

which the primary government is financially accountable, and other organizations for which the nature
and significance of their relationship with the primary government are such that exclusion could cause
the financial statements to be misleading or incomplete.

As required by state law, the Academy is a component unit of the South Carolina Charter School District.

Basis of presentation

The financial statements of the Acédemy have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) as applied to governmental units. The GASB
is the accepted standard-setting body for establishing governmental accounting and financial reporting

principles. The Academy also applies Financial Accounting Standards Board (FASB) statements and

interpretations issued on or before November 30, 1989, to its governmental activities, provided they do
not conflict with, nor contradict, GASB pronouncements.

The statements of the Academy are presented as follows:

Government-wide financial statements - The statement of net assets, and the statement of activities
display information about the Academy as a whale. These statements include the financial activities of
the Academy. For the most part, the effect of interfund activity has been removed from these
statements. The Academy’s activities are governmental activities generally financed through
intergovernmental revenues and other non-exchange transactions.

The government-wide statements are prepared using the economic resources measurement focus. This
approach differs from the ‘'manner in which governmental fund financial statements are prepared.
Governmental fund financial statements therefore include a reconciliation with brief explanations to
better identify the relationship between the government-wide statements and the statements for
governmental funds.

{Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

B.

Basis of presentation - {continued)

The government-wide statement of activities presents a comparison be‘tween direct expenses and
program revenues for each function or program of the Academy’s. governmental activities, Direct
expenses are those that are specifically associated with a service, program or department and therefore

clearly identifiable to a particular function. Program revenues include charges paid by the recipient of:

the ‘goods or services offered by the program, and grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program. Revenues which are not
classified as program revenues are presented as general revenues of the Academy, with certain limited
exceptions, The comparison of direct expenses with program revenues identifies the extent to which
each business segment or governmental function is self- ﬁnancmg, or draws from the general revenues of
the Academy.

Fund f' nancial statements - Fund fi inancial statements report detailed information about the Academy

The focus of governmental fund financial statements is on major funds rather than reporting funds by

type. Each major fund is presented in a separate column. Non-major funds are aggregated and
presented in a single column, The Academy has no non-major funds.

The accountmg and financial reporting treatment applied to a fund is determmed by its measurement
focus. All governmental fund types are accounted for using a flow of current financial resources
measurement focus. The financial statements for governmental funds are: a balance sheet, which

generally includes only current assets and current liabilities, and a. statement of revenues, expenditures

and changes in fund balances, which reports onvthe sources {i.e., revenues and other financing sources);
and uses (i.e., expenditures and other financing uses) of current financial resources. :

Measurement focus and basis of accounting

und accounting

The Academy uses funds to maintain its financial records during the fxscal year. Fund accountmg is

. designed to demonstrate legal compliance, and to aid management by segregating transactions related

to certain school functions or activities. A fund is defined as a f‘scal and accounting entlty with a self-
balancing set of accounts. .

.Governmental funds. .
Go