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INDEPENDENT AUDITOR'S REPORT

Board of Directors
El Paso Education Initiative, Inc.
785 Southwestern Dr.
El Paso, TX 79912
Members of the Board of Directors:
Report on the Financial Statements

We have audited the accompanying financial statements of El Paso Education Initiative, Inc. (a
nonprofit organization), which comprise the statement of financial position as of August 31, 2018,
and the related statements of activities and cash flows for the year then ended, and the related notes
to the financial statements.
Management's Responsibility for the Financial Statements

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

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. 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 principles 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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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of El Paso Education Initiative, Inc. as of August 31, 2018, and the changes in its
net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.
Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying supplementary information including the Schedules of Expenses, Schedules of
Capital Assets, and Budgetary Comparison Schedules are presented for purposes of additional
analysis and are not a required part of the financial statements. The accompanying schedule of
expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,
is presented for purposes of additional analysis and is not a required part of the financial statements.
Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the financial statements. The information
has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated,
in all material respects, in relation to the financial statements as a whole.
Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
31, 2018, on our consideration of El Paso Education Initiative Inc.' s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the effectiveness of El Paso Education Initiative Inc.' s internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering El Paso Education Initiative Inc.'s
internal control over financial reporting and compliance.
Respectfully submitted,

~~~r~
Freemon, Shapard, & Story, Windthorst, TX
December 31, 2018
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General-Purpose
Financial Statements

Exhibit A-1

EL PASO EDUCATION INITIATIVE, INC.
STATEMENT OF FINANCIAL POSITION
AS OF AUGUST 31, 2018

2018

ASSETS
Current Assets
Cash and cash equivalents
Due from governments
Accounts receivable
Inventory
Deferred expenses
Total Current Assets

$

Property and Equipment
Land
Buildings and improvements
Furniture and equipment
Less accumulated depreciation
Total Property and Equipment

5,540,683
722,971
96
2,893
19,032
6,285,675

1,762,353
10,604,190
925,005
(3,346,126)
9,945,422

Other Assets
Capitalized debt issuance costs
Total Other Assets

190,499
190,499

Total Assets

$

16,421,596

==============

LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable
Interest payable
Payroll deductions and withholdings
Deferred revenue
Current portion of long-term debt
Total Current Liabilities

$

150
55,781
133,378
44
189,353

Long-Term Debt

1,785,000
$ _ _ _ _l_,_,9_7_4_,_,3_5_3_

Total Liabilities
Net Assets
Unrestricted
Temporarily restricted

851,371
13,595,872
$ _ _ _1_4_,_,4_4_7-'-,2_4_3_

Total Net Assets
Total Liabilities and Net Assets

$

16,421,596

===========

The accompanying notes are an integral part of these financial statements.
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Exhibit A-2
EL PASO EDUCATION INITIATIVE, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2018

Unrestricted
Revenues
Local Support:
Contributions
Investment Income
Other Revenues from Local Sources
Food Service Revenue
Athletic Revenue
Cocurricular and Enterprising Activities
Total Local Support

4,796
2,325
216,878
228,589
3,474
48,803
504,865

$

Federal Program Revenues:
ESEA Title I, Part A Improving Basic Programs
IDEA Part B, Formula
IDEA Part B, Preschool
National School Breakfast and Lunch Program
ESEA Title II, Part A Teacher and Principal Training
Title III, Part A, English Language Acquisition
Title IV Part A, Subpart 1
Total Federal Program Revenues

Total Revenues

10,810,526

Expenses
Program Services:
Instruction and Instructional-Related Services
Instructional and School Leadership
Support Services
Student Support Services
Administrative Support Services
Support Services-Non-Student Based
Debt Service
Total Expenses
Change in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

$

10,102,690
170,127
10,272,817

10,102,690
170,127
10,272,817

296,379
184,730
511
400,960
39,663
6,171
7,764
936,178

296,379
184,730
511
400,960
39,663
6,171
7,764
936,178

$

903,334

$

11,713,860

1,024,695
991,316
2,148,463
193,770

1,024,695
991,316
2,148,463
193,770
$

$

10,742,031

68,495

903,334

971,829

782,876

12,692,538

13,475,414

$

13,595,872

$

The accompanying notes are an integral part of these financial statements.
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4,796
2,325
216,878
228,589
3,474
48,803
504,865

5,540,406
843,381

851,371

$

2018

5,540,406
843,381

10,742,031

$

Restricted

(10,305,661)

I0,305,661
$

Totals

$

State Program Revenues:
Foundation School Program Act Revenues
State Program Revenue Distributed by TEA
Total State Program Revenues

Net Assets Released from Restrictions:
Restrictions Satisfied by Payments

Temporarily

14,447,243

Exhibit A-3

EL PASO EDUCATION INITIATIVE, INC.
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED AUGUST 31, 2018
2018
CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to Cash Provided
by Operating Activities:
Depreciation
(Increase) Decrease in Due from Governments
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Inventory
{Increase) Decrease in Deferred Expenses
Increase {Decrease) in Accounts Payable
Increase {Decrease) in Due to Governments
Increase {Decrease) in Interest Payable
Increase {Decrease) in Payroll Deductions and Withholdings
Increase {Decrease) in Deferred Revenue

$

971,829

375,274
(894)
29,041
2,593
6,233
{81,373)
{9,670)
{68,594)
(25,781)
{12,426)

Net Cash Provided {Used) by Operating Activities

1,186,232

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Land, Buildings, and Equipment

{52,274)

Net Cash Provided (Used) by Investing Activities

(52,274)

CASH FLOWS FROM FINANCING ACTIVITIES
Amortization of Debt Issuance Costs
Principal Payments on Debt

10,529
{2,195,000)

Net Cash Provided {Used) by Financing Activities

{2,184,471)

Net Increase (Decrease) in Cash and Cash Equivalents

(1,050,513)

Cash and Cash Equivalents, Beginning of Year

6,591,196

Cash and Cash Equivalents, End of Year

$

5,540,683

Interest Paid During the Period Ended August 31, 2018
Income Taxes Paid During the Period Ended August 31, 2018

$

225,885

The accompanying notes are an integral part of these financial statements.
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Notes to the
Financial Statements

EL PASO EDUCATION INITIATIVE, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2018
1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The general-purpose financial statements of El Paso Education Initiative, Inc. (the corporation) were
prepared in conformity with accounting principles generally accepted in the United States. The
Financial Accounting Standards Board is the accepted standard setting body for establishing not-forprofit accounting and financial reporting principles.

A.

Reporting Entity
The corporation is a not-for-profit organization incorporated in the State of Texas in 1998 and exempt
from federal income taxes pursuant to Section 501(c)(3) of the Internal Revenue Code. The
corporation is governed by a Board of Directors comprised of six members. The Board of Directors
is selected pursuant to the bylaws of the corporation and has the authority to make decisions, appoint
the chief executive officer of the corporation, and significantly influence operations. The Board of
Directors has the primary accountability for the fiscal affairs of the corporation.
Since the corporation received funding from local, state, and federal government sources; it must
comply with the requirements of the entities providing those funds.

B.

Corporate Operations
El Paso Education Initiative, Inc. operates three campuses under two open enrollment charters granted
by the Texas State Board of Education. The two charters are Vista del Futuro Charter School offering
Kindergarten through 7th grade, and Burnham Wood Charter School offering Kindergarten through 5th
grade at Howard Burnham Elementary School and 6th through 12th grade at the Da Vinci School for
Science and the Arts, a Texas STEM Academy recognized by the Texas Education Agency.

C.

Basis ofAccounting and Presentation
The accompanying general-purpose financial statements have been prepared using the accrual basis
of accounting in accordance with generally accepted accounting principles.
Net assets and revenues, expenses, gains, and losses are classified based on the existence and nature
or absence of donor-imposed restrictions. Restricted revenues whose restrictions are met in the same
year as received are shown as unrestricted revenues. Accordingly, net assets of the organization and
changes therein are classified and reported as follows:
Unrestricted - net assets that are not subject to donor-imposed stipulations.
Temporarily restricted - net assets subject to donor-imposed stipulations that may or will be
met, either by actions of the corporation, the charter school, and/or the passage of time. When
a restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets
and reported in the statement of activities as net assets released from restrictions.
Permanently restricted - net assets required to be maintained in perpetuity with only the
income to be used for the charter holder's activities due to donor-imposed restrictions.
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EL PASO EDUCATION INITIATIVE, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2018
D.

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

E.

Contributions
The corporation accounts for contributions as unrestricted, temporarily restricted, or permanently
restricted support, depending on the existence and/or nature of any donor restrictions.
Support that is restricted by the donor is reported as an increase in temporarily restricted or
permanently restricted net assets in the reporting period in which the support is recognized. When a
restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions.
No amounts have been reflected in the financial statements for donated materials or services since no
objective basis is available to measure the value thereof; however, a substantial number of volunteers
donate their time to the school program services and in fund-raising activities.

F.

Cash and Cash Equivalents
For financial statement purposes, the corporation considers all highly liquid investment instruments
with an original maturity of three months or less to be cash equivalents.

G.

Inventories
Inventories of food commodities are taken at year-end and recorded at market values supplied by the
Texas Department of Agriculture. Although commodities are received at no cost, their fair market
value is supplied by the Texas Department of Agriculture and recorded as expenditures and revenue
when received.

H.

Capital Assets
Capital assets, which include land, buildings and improvements, furniture, equipment, vehicles, and
other personal property, are reported in the general-purpose and specific-purpose financial statements.
Capital assets are defined by the corporation as assets with an estimated useful life of more than one
year and a cost of $5,000 or more. Such assets are recorded at historical cost and are depreciated over
the estimated useful lives of the assets, which range from three to thirty-nine years, using the straightline method of depreciation. Expenditures for additions, major renewals, and betterments are
capitalized, and maintenance and repairs are charged to expense as incurred. Donations of assets are
recorded as direct additions to net assets at fair value at the date of donation, which is then treated as
cost.
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EL PASO EDUCATION INITIATIVE, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2018
I.

Personal Leave

All employees of the charter schools working a minimum of 30 hours per week accrue personal and
sick leave benefits at the rate of five days per year. There is no material liability for unpaid
accumulated sick leave since the schools do not have a policy to pay any amount when the employees
separate from service with the schools, and unused balance of state days is transferable to other
schools. In addition, business office administration get two weeks paid vacation, but they are not paid
for this time if they do not use it. After five years, key business office administration get fifteen days
of paid vacation. The superintendent and principals only get the five days of state paid personal and
sick leave.
J.

Functional Allocation of Expenses

The cost of providing the various programs and other activities has been summarized on a functional
basis in the statement of activities. Accordingly, certain costs have been allocated among the programs
and supporting services benefited.
2.

CASH DEPOSITS
The charter schools' (Burnham Wood Charter School's and Vista del Futuro Charter School's) funds
are deposited and invested with depository banks. The depository bank should deposit for safekeeping
and trust with the charter schools' agent banks approved pledged securities in an amount sufficient to
protect charter school funds on a day-to-day basis during the period of the contract. The pledge of
approved securities is waived only to the extent of the depository banks' dollar amount of Federal
Deposit Insurance Corporation ("FDIC") insurance.
At August 31, 2018, the combined carrying amount of the charter schools' deposits (cash, certificates
of deposit, and interest-bearing savings accounts included in temporary investments) was $5,122,598,
and the bank balance was $5,237,264. The charter schools' cash deposits during the year ended
August 31, 2018, were not entirely covered by FDIC insurance or by pledged collateral held by the
charter holder's agent bank in the corporation's name. The depository banks corrected this, and at
August 31, 2018, all cash deposits were adequately secured at all banks.
In addition, the following is disclosed regarding coverage of combined balances on the date of highest
deposit during the year ended August 31, 2018:
a. The market value of securities pledged on behalf of Burnham Wood Charter School at Compass
Bank and Wells Fargo Bank as of the date of the highest combined balance on deposit was $0.
The market value of securities pledged on behalf of Vista Del Futuro Charter School at JP Morgan
Chase Bank as of the date of highest combined balance on deposit was $0.
b. The highest combined balance of cash, savings, and time deposit accounts for Burnham Wood
Charter School at Compass Bank amounted to $4,592,487 and $2,312,507 at Wells Fargo Bank
and occurred during the month of December 201 7. The highest combined balances of cash,
savings, and time deposit accounts for Vista Del Futuro Charter School at JP Morgan Chase Bank
amounted to $2,356,379 and occurred during the month of June 2018.
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EL PASO EDUCATION INITIATIVE, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2018
c. Total amount of FDIC coverage at the time of the largest combined balance was $250,000 and
$250,000, respectively, for Burnham Wood Charter School at Compass Bank and Wells Fargo
Bank and Vista del Futuro Charter School at JP Morgan Chase Bank.
El Paso Education Initiative, Inc. 's daycare operations do not receive federal and state grant and
formula funding. As such, they are not required to comply with depository contract and pledged
security requirements on their cash accounts; however, the daycare's deposits at Clearchoice Bank
never rose above the $250,000 FDIC coverage throughout the year.
3.

DEFINED BENEFIT PENSION PLAN

A.

Plan Description

The charter schools participate in a cost-sharing multiple-employer defined benefit pension that has a
special funding situation. The plan is administered by the Teacher Retirement System of Texas (TRS).
It is a defined benefit pension plan established and administered in accordance with the Texas
Constitution, Article XVI, Sec. 67 and Texas Government Code, Title 8, Subtitle C. The pension trust
fund is a qualified pension trust under Section 401(a) of the Internal Revenue Code. The Texas
Legislature establishes benefits and contribution rates within the guidelines of the Texas Constitution.
The pension's Board of Trustees does not have the authority to establish or amend benefit terms.
All employees of public, state-supported educational institutions in Texas who are employed for onehalf or more of the standard work load and who are not exempted from membership under Texas
Government Code, Title 8, Section 822.002 are covered by the system.
B.

Pension Plan Fiduciary Net Position

Detailed information about the Teacher Retirement System's fiduciary net position is available in a
separately-issued Comprehensive Annual Financial Report that includes financial statements and
required supplementary information.
That report may be obtained on the Internet at
http://www.trs.stat .tx.us/about/documents/cafr.pdf# AFR; by writing to TRS at 1000 Red River
Street, Austin, TX 78701-2698; or by calling (512) 542-6592.
The information provided in the Notes to the Financial Statements in the 2017 Comprehensive Annual
Financial Report for TRS provides the following information regarding the pension plan fiduciary net
position as of August 31, 201 7.
Net P nsion Liability

Total Pension Liability
Less: Plan Fiduciary Net Position
Net Pension Liability

$179,336,534,819
(147,361,922, L20)
$. 31.974.612.699

Net Position as percentage of Total Pension Liability

IO

82.17%

EL PASO EDUCATION INITIATIVE, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2018
C.

Benefits Provided
TRS provides service and disability retirement, as well as death and survivor benefits, to eligible
employees (and their beneficiaries) of public and higher education in Texas. The pension formula is
calculated using 2.3 percent (multiplier) times the average of the five highest annual creditable salaries
times years of credited service to arrive at the annual standard annuity except for members who are
grandfathered, the three highest annual salaries are used. The normal service retirement is at age 65
with 5 years of credited service or when the sum of the member's age and years of credited service
equals 80 or more years. Early retirement is at age 55 with 5 years of service credit or earlier than 55
with 30 years of service credit. There are additional provisions for early retirement if the sum of the
member's age and years of service credit total at least 80, but the member is less than age 60 or 62
depending on date of employment, or if the member was grandfathered in under a previous rule. There
are no automatic post-employment benefit changes; including automatic COLAs. Ad hoc postemployment benefit changes, including ad hoc COLAs can be granted by the Texas Legislature as
noted in the Plan description in (A) above.

D.

Contributions
Contribution requirements are established or amended pursuant to Article 16, section 67 of the Texas
Constitution which requires the Texas legislature to establish a member contribution rate of not less
than 6.0% of the member's annual compensation and a state contribution rate of not less than 6.0%
and not more than 10% of the aggregate annual compensation paid to members of the system during
the fiscal year. Texas Government Code section 821.006 prohibits benefit improvements if, as a result
of the particular action, the time required to amortize TRS' unfunded actuarial liabilities would be
increased to a period that exceeds 31 years, or, if the amortization period already exceeds 31 years,
the period would be increased by such action.
Employee contribution rates are set in state statute, Texas Government Code 825.402. Senate Bill
1458 of the 83rd Texas Legislature amended Texas Government Code 825.402 for member
contributions and established employee contribution rates for fiscal years 2014 thru 2017. The 84th
Texas Legislature, General Appropriations Act (GAA) established the employer contribution rates for
fiscal years 2016 and 201 7.
Contribution Rates
2018
7.7%
Member
6.8%
Non-Employer Contributing Entity (State)
6.8%
Employers
$ 95,123
Burnham Wood's Employer Contributions
$317,148
Burnham Wood's Member Contributions
$ 32,136
Vista del Future's Employer Contributions
$129,286
Vista del Future's Member Contributions

Burnham Wood's NECE On-Behalf Contributions
Vista del Future's NECE On-Behalf Contributions
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2017
$239,516
$102,798

EL PASO EDUCATION INITIATIVE, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2018
Contributors to the plan include members, employers, and the State of Texas as the only non-employer
contributing entity. The State contributes to the plan in accordance with state statutes and the General
Appropriations Act (GAA).
As the non-employer contributing entity for public education, the State of Texas contributes to the
retirement system an amount equal to the current employer contribution rate times the aggregate
annual compensation of all participating members of the pension trust fund during that fiscal year
reduced by the amounts described below which are paid by the employers. Employers including public
schools are required to pay the employer contribution rate in the following instances:
•
•
•

On the portion of the member's salary that exceeds the statutory minimum for members
entitled to the statutory minimum under Section 21.402 of the Texas Education Code.
During a new member's first 90 days of employment.
When any part or all of an employee's salary is paid by federal funding sources, a privately
sponsored source, from non-educational and general, or local funds.

In addition to the employer contributions listed above, there are two additional surcharges an employer
is subject to.
•
•

E.

When employing a retiree of the Teacher Retirement System, the employer shall pay both the
member contribution and the state contribution as an employment after retirement surcharge.
When a school does not contribute to the Federal Old-Age, Survivors, and Disability Insurance
(OASDI) Program for certain employees, they must contribute 1.5% of the state contribution
rate for certain instructional or administrative employees; and 100% of the state contribution
rate for all other employees.

Actuarial Assumptions

The total pension liability in the August 31, 2017, actuarial valuation was determined using the
following actuarial assumptions:
Valuation Date
Actuarial Cost Method
Asset Valuation Method
Single Discount Rate
Long-Term Expected Rate
Inflation
Salary Increases Including Inflation
Payroll Growth Rate
Benefit Changes During the Year
Ad hoc Post Employment Benefit Changes

August 31, 2017
Individual Entry Age Normal
Market Value
8.00%
8.00%
2.50%
3.50% to 9.50%
2.50%
None
None

The actuarial methods and assumptions are primarily based on a study of actual experience for the
four year period ending August 31, 2014, and adopted on September 24, 2015.
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EL PASO EDUCATION INITIATIVE, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2018
F.

Discount Rate
The discount rate used to measure the total pension liability was 8.0%. There was no change in the
discount rate since the previous year. The projection of cash flows used to determine the discount rate
assumed that contributions from plan members and those of the contributing employers and the nonemployer contributing entity are made at the statutorily required rates. Based on those assumptions,
the pension plan' s fiduciary net position was projected to be available to make all future benefit
payments of current plan members. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total pension
liability. The long-term rate of return on pension plan investments is 8%. The long-term expected
rate of return on pension plan investments was determined using a building-block method in which
best-estimates ranges of expected future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real rates
of return by the target asset allocation percentage and by adding expected inflation. Best estimates of
geometric real rates of return for each major asset class included in the Systems target asset allocation
as of August 31, 2017, are summarized below:

Target
Allocation*

Long-Term
Expected
Geometric Real
Rate of Return

Expected
Contribution to
Long-Term
Portfolio Returns*

O/o
Asset Class
Global Equity
U.S.
18%
4.6%
1.0%
Non-U.S. Developed
13%
5.1%
0.8%
Emerging Markets
9%
5.9%
0.7%
Directional Hedge Funds
4%
3.2%
0.1%
Private Equity
13%
7.0%
1.1%
Stable Value
U.S. Treasuries
11%
0.7%
0.1%
0%
Absolute Return
1.8%
0.0%
Hedge Funds (Stable Value)
4%
3.0%
0.1%
Cash
1%
-0.2%
0.0%
Real Return
Global Inflation Linked Bonds
3%
0.9%
0.0%
Real Assets
16%
5.1%
1.1%
3%
Energy and Natural Resources
6.6%
0.2%
Commodities
1.2%
0.0%
0%
Risk Parity
Risk Parity
5%
6.7%
0.3%
Inflation Expectation
2.2%
Alpha
1.0%
Total
100%
8.7%
** The Expected Contribution to Long-Term Portfolio Returns incorporates the volatility drag
resulting from the conversion between arithmetic and geometric mean returns.
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* Target allocations are based on the FY2014 policy model.

Infrastructure was movedfrom Real
Assets to Energy and Natural Resources in FY2017, but the reallocation does not affect the
long-term expected geometric real rate of return or expected contribution to long-term
portfolio returns.

G.

Discount Rate Sensitivity Analysis
The following schedule shows the impact of the Net Pension Liability if the discount rate used was
1% less than and 1% greater than the discount rate that was used (8%) in measuring the Net Pension
Liability.

Burnham Wood Charter School's
proportionate share of the net pension
liability
Vista del Futuro Charter School's
proportionate share of the net pension
liability
H.

1% Decrease in
Discount Rate
(7.0%)

Discount Rate
(8.0%)

1% Increase in
Discount Rate
(9.0%)

$1,859,092

$1,102,794

$473,052

$718,592

$426,261

$182,848

Pension Liabilities
At August 31, 2018, Burnham Wood Charter School and Vista del Futuro Charter School reported a
liability of $1,102,794 and $426,261, respectively, for their proportionate share of the TRS's net
pension liability. This liability reflects a reduction for State pension support provided to Burnham
Wood Charter School and Vista del Futuro Charter School. The amount recognized by Burnham
Wood Charter School and Vista del Futuro Charter School as their proportionate share of the net
pension liability, the related State support, and the total portion of the net pension liability that was
associated with Burnham Wood Charter School and Vista del Futuro Charter School was as follows:
Burnham Wood Charter School's proportionate share of collective net pension liability
State's proportionate share that is associated with Burnham Wood Charter School
Total

$ 1, 102 794
$ 2J41,641
$ 3.444.435

Vista del Futuro's proportionate share of the collective net pension liability
State's proportionate share that is associated with Vista del Futuro Charter School
Total

$ 426,261
$ 1,005,012
' 1 31 273

The net pension liability was measured as of August 31, 201 7, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date. The
employer's proportion of the net pension liability was based on the employer's contributions to the
pension plan relative to the contributions of all employers to the plan for the period September 1, 2016
through August 31, 2017.
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At August 31, 201 7, Burnham Wood Charter School's proportion of the collective net pension liability
was .0034489667%. At August 31, 2017, Vista del Futuro Charter School's proportion of the
collective net pension liability was .0013331232%.

I.

Changes Since the Prior Actuarial Valuation
There were no changes to the actuarial assumptions or other inputs that affected measurement of the
total pension liability since the prior measurement period. There were no changes of benefit terms
that affected measurement of the total pension liability during the measurement period.

4.

DEFINED OTHER POST-EMPLOYMENT BENEFIT PLANS

A.

Plan Description
The charter schools participate in the Texas Public School Retired Employees Group Insurance
Program (TRS-Care). It is a multiple-employer, cost-sharing defined Other Post-Employment Benefit
(OPEB) plan that has a special funding situation. The plan is administered through a trust by the
Teacher Retirement System of Texas (TRS) Board of Trustees. It is established and administered in
accordance with the Texas Insurance Code, Chapter 1575.

B.

OPEB Plan Fiduciary Net Position
Detail information about the TRS-Care's fiduciary net position is available in the separately-issued
TRS Comprehensive Annual Financial Report that includes financial statements and required
supplementary information. That report may be obtained on the Internet at
http://www.trs.state.tx.us/about/documents/cafr.pdf#CAFR; by writing to TRS at 1000 Red River
Street, Austin, TX, 78701-2698; or by calling (512) 542-6592.
Components of the net OPEB liability of the TRS-Care plan as of August 31, 2017 are as follows:
Net OPEB Liability
Total OPEB Liability
Less: Plan Fiduciary Net Position
Net OPEB Liability
Net Position as a Percentage of Total OPEB Liability

C.

Total
$ 43,885,784,621
399,535,986
$ 43.486.248.635
0.91%

Benefits Provided
TRS-Care provides a basic health insurance coverage (TRS-Care 1), at no cost to all retirees from
public schools, charter schools, regional education service centers, and other educational districts who
are members of the TRS pension plan. Optional dependent coverage is available for an additional fee.
Eligible retirees and their dependents not enrolled in Medicare may pay premiums to participate in
one of two optional insurance plans with more comprehensive benefits (TRS-Care 2 and TRS-Care
3). Eligible retirees and dependents enrolled in Medicare may elect to participate in one of the two
Medicare health plans for an additional fee. To qualify for TRS-Care coverage, a retiree must have at
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least 10 years of service credit in the TRS pension system. The Board of Trustees is granted the
authority to establish basic and optional group insurance coverage for participants as well as to amend
benefit terms as needed under Chapter 1575.052. There are no automatic post-employment benefit
changes; including automatic COLAs.
The premium rates for the optional health insurance are based on years of service of the member. The
schedule below shows the monthly rates for the average retiree with Medicare Parts A&B coverage,
with 20 to 29 years of service for the basic plan and the two optional plans.
TRS-Care Plan Premium Rates
Effective Sept. 1, 2016 - Dec. 31, 2017
TRS Care-1
TRS Care-2 TRS Care-3
Basic Plan
Optional Plan Optional Plan
Retiree*
$
0 $
70 $
100
Retiree and Spouse
20
175
255
Retiree* and Children
41
132
182
Retiree and Family
61
237
337
Surviving Children
28
62
82
*or surviving spouse
D.

Contributions
Contribution rates for the TRS-Care plan are established in state statute by the Texas Legislature, and
there is no continuing obligation to provide benefits beyond each fiscal year. The TRS-Care plan is
currently funded on a pay-as-you-go basis and is subject to change based on available funding.
Funding for TRS-Care is provided by retiree premium contributions and contributions from the state,
active employees, and school districts based upon public school district payroll. The TRS Board of
trustees does not have the authority to set or amend contribution rates.
Texas Insurance Code, Sections 1575.202 establishes the state's contribution rate which is 1.0% of
the employee's salary. Section 1575.203 establishes the active employee's rate which is .65% of pay.
Section 1575.204 establishes an employer contribution rate of not less than 0.25 percent or not more
than 0.75 percent of the salary of each active employee of the public. The actual employer contribution
rate is prescribed by the Legislature in the General Appropriations Act. The following table shows
contributions to the TRS-Care plan by type of contributor.

Year
2018

Burnham Wood Charter School Contribution Rates
Active Member
State
School
Rate I Amount
Rate
Rate I Amount
I Amount
$26,801
.75%
1.25%
I
$47,725
.65% I
I $30,924

Year
2018

Vista del Futuro Charter School Contribution Rates
Active Member
School
State
Rate
Amount
Rate
Rate I Amount
I Amount
1.25%
$19,784
.75%
.65% I $10,914
I $12,593
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In addition to the employer contributions listed above, there is an additional surcharge all TRS
employers are subject to (regardless of whether or not they participate in the TRS-Care OPEB
program). When employers hire a TRS retiree, they are required to pay to TRS-Care, a monthly
surcharge of $535 per retiree.
TRS-Care received supplemental appropriations from the State of Texas as the Non-Employer
Contributing Entity in the amount of $15.6 million in fiscal year 2017. House Bill 21 was passed in
special session and provided a supplemental appropriation in the amount of $212 million in fiscal year
2018.
E.

Actuarial Assumptions
The total OPEB liability in the August 31, 2017 actuarial valuation was determined using the following
actuarial assumptions:
The actuarial valuation of TRS-Care is similar to the actuarial valuations performed for the pension
plan, except that the OPEB valuation is more complex. All of the demographic assumptions, including
mortality, and most of the economic assumptions are identical to those which were adopted by the
Board in 2015 and are based on the 2014 actuarial experience study ofTRS.
The active mortality rates were based on 90 percent of the RP-2014 Employee Mortality Tables for
males and females. The Post-retirement mortality rates were based on the 2015 TRS of Texas Healthy
Pensioner Mortality Tables.
The following assumptions and other inputs used for members of TRS-Care are identical to the
assumptions used in the August 31, 2017 TRS pension actuarial valuation:
Rates
Rates
Rates
Rates

of Mortality
of Retirement
of Termination
of Disability Incidence

General Inflation
Wage Inflation
Expected Payroll Growth

Additional Actuarial Methods and Assumptions:
Valuation Date
Actuarial Cost Method
Inflation
Discount Rate*
Aging Factors
Expenses

Payroll Growth Rate
Projected Salary Increases**
Healthcare Trend Rates***

August 31, 2017
Individual Entry Age Normal
2.50%
3.42%*
Based on Plan Specific Experience
Third-party administrative expenses related to the
delivery of health care benefits are included in the
age-adjusted claims costs.
2.50%
3.50% - 9.50%**
4.50% - 12.00% ***
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Election Rates

Normal Retirement: 70% participation prior to age 65
and 75% participation after age 65.
Ad-hoc Post Employment Benefit Changes
None

*Source: Fixed Income municipal bonds with 20 years to maturity that include only
federal tax-exempt municipal bonds as reported in Fidelity Index's "20-Year
Municipal GO AA Index" as ofAugust 31, 2017.
**Includes inflation at 2.50%
***Initial trend rates are 7. 00% for non-Medicare retirees; 10. 00% for Medicare
retirees and 12. 00% for prescriptions for all retirees. Initial trend rates decrease to
an ultimate trend rate of 4.50% over a period of 10 years.

F.

Discount Rate
A single discount rate of 3.42% was used to measure the total OPEB liability. There was a change
of .44 percent in the discount rate since the previous year. Because the plan is essentially a "payas-you-go" plan, the single discount rate is equal to the prevailing municipal bond rate. The
projection of cash flows used to determine the discount rate assumed that contributions from active
members and those of the contributing employers and the non-employer contributing entity are made
at the statutorily required rates. Based on those assumptions, the OPEB plan's fiduciary net position
was projected to not be able to make all future benefit payments of current plan members. Therefore,
the municipal bond rate was applied to all periods of projected benefit payments to determine the
total OPEB liability. The source of the municipal bond rate was Fixed-income municipal bonds
with 20 years to maturity that include only federally tax-exempt municipal bonds as reported in
Fidelity Index's "20-year Municipal GO AA Index" as of August 31, 2017.

G.

Sensitivity of the Net OPEB Liability

Discount Rate Sensitivity Analysis. The following schedule shows the impact of the Net OPEB
Liability if the discount rate used was 1% less than and 1% greater than the discount rate that was
used (3.42%) in measuring the Net OPEB Liability.
1% Decrease in
Discount Rate
(2.42%)

Discount Rate
(3.42%)

1% Increase in
Discount Rate
(4.42%)

Burnham Wood Charter School's
proportionate share of the Net OPEB
Liability:

$3,191,712

$2,704,272

$2,312,480

Vista del Futuro Charter School's
proportionate share of the Net OPEB
Liability:

$1,564,512

$1,325,579

$1,133,531
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H.

Healthcare Cost Trend Rates Sensitivity Analysis
The following presents the net OPEB liability of the plan using the assumed healthcare cost trend
rate, as well as what the net OPEB liability would be if it were calculated using a trend rate that is
one-percentage point lower or one-percentage point higher than the assumed healthcare cost trend
rate.
Current Healthcare
1% Decrease
Cost Trend Rate
1% Increase

I.

Burnham Wood Charter
School's proportionate share of
the Net OPEB Liability:

$2,251,576

$2,704,272

$3,298,265

Vista del Futuro Charter
School's proportionate share of
the NET OPEB Liability:

$1,103,677

$1,325,579

$1,616,742

OPEB Liabilities and OPEB Expense
At August 31, 2018, Burnham Wood Charter School reported a liability of $2, 704,272 and Vista del
Futuro Charter School reported a liability of $1,325,579 for their proportionate share of the TRS's
Net OPEB Liability. This liability reflects a reduction for State OPEB support provided to the
schools. The amount recognized by the schools as their proportionate share of the net OPEB
liability, the related State support, and the total portion of the net OPEB liability that was associated
with Burnham Wood Charter School and Vista del Futuro Charter School were as follows:
Burnham Wood's Proportionate share of the collective net OPEB liability
State's proportionate share that is associated with Burnham Wood Charter School
Total

$ 2,704,272
3,200,569
$ 5.904.841

Vista del Futuro's Proportionate share of the collective net OPEB liability
State's proportionate share that is associated with Vista del Futuro Charter School
Total

$ 1,325,579
1.295,741
$ 2.621 .320

The Net OPEB Liability was measured as of August 31, 2017, and the Total OPEB Liability used to
calculate the Net OPEB Liability was determined by an actuarial valuation as of that date. The
employer's proportion of the Net OPEB Liability was based on the employer's contributions to the
OPEB plan relative to the contributions of all employers to the plan for the period September 1, 2016
through August 31, 2017.
At August 31, 2017, Burnham Wood Charter School's proportion of the collective Net OPEB
Liability was 0.0062186825%, and Vista del Futuro's proportion of the collective Net OPEB
Liability was 0.003048272%. Since this is the first year of implementation, the schools do not have
the proportion measured as of August 31, 2016. The Notes to the Financial Statements for August
31, 2016 for TRS stated that the change in proportion was immaterial and, therefore, disregarded
this year.
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J.

Additional Plans
Certain employees of the charter holder are also provided with Social Security and Medicare coverage.
Under provisions of federal law, covered employees contribute 6.2% (Social Security) and 1.45%
(Medicare) of their annual covered salary, and the charter holder contributes 6.2% (Social Security)
and 1.45% (Medicare) of the covered payroll.

5.

ACCUMULATED UNPAID VACATION AND SICK LEAVE BENEFITS
At August 31, 2018, the charter holder had no material liability for accrued sick leave or vacation
leave.

6.

COMMITMENTS AND CONTINGENCIES
The charter schools receive funds through state and federal programs that are governed by various
statutes and regulations. State program funding is based primarily on student attendance data
submitted to the Texas Education Agency and is subject to audit and adjustment. Expenses charged
to federal programs are subject to audit and adjustment by the grantor agencies. The programs
administered by the charter schools have complex compliance requirements and should state or federal
auditors discover areas of noncompliance, charter school funds may be subject to refund if so
determined by the Texas Education Agency or the grantor agencies. In the opinion of the charter
schools, there are no significant contingent liabilities relating to compliance with the rules and
regulations governing the respective grants; therefore, no provision has been recorded in the
accompanying combined financial statements for such contingencies.

7.

CAPITAL ASSETS
Capital assets at August 31, 2018, were as follows:
Balance
9/1/2017
Land
Buildings and Improvements
Furniture and Equipment
Accumulated Depreciation

$ 1 762,35"'
10 604,l 90
872 731
(2.970,852)
.$10,268.422

Additions

Deletions

$

$
52,274
(375,274)
$ (323.000)

==$===== =

Balance
8/31/2018
$ j ,762,353
I 0,604 190
925 005
(3,346,126)
$ 9.945.422

Capital assets acquired with public funds received by the corporation for the operation of Burnham
Wood Charter School and Vista del Futuro Charter School constitute public property pursuant to
Chapter 12 of the Texas Education Code. These assets are specifically identified on the Schedule of
Capital Assets for each individual charter school.
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8.

ECONOMIC DEPENDENCY
During the year ended August 31, 2018, the charter schools earned revenue of $10,272,817 from the
Texas Education Agency (TEA). These amounts constitute approximately 87.7% of total revenues
earned. Any unforeseen loss of the charter agreement with TEA or changes in legislative funding
could have a material effect on the ability of the charter school to continue to provide the current level
of services to its students.

9.

TEMPORARILY RESTRICTED NET ASSETS
Temporarily restricted net assets for the years ending August 31, 2018, consisted of the following:
2018
$

10,328
197,090
6,114
29
4,956
2,752
13,3 74,603
$ 13.595.872

ESEA Title I, Part A
National School Breakfast and Lunch Program
Public Charter Schools Start Up Grant
Ready to Read License Plate
Texas Department
First Robotics
Foundation School Program
Total Temporarily Restricted Net Assets
10.

HEALTH CARE COVERAGE
During the years ended August 31, 2018, full-time employees of the charter schools were covered by
a health insurance plan (the Plan). The charter schools contributed $275 per month per employee to
the Plan. Employees, at their option, authorized payroll withholdings to pay contributions or
premiums for dependents. All premiums were paid to licensed insurers.

11.

INTERCOMPANY ELIMINATIONS
For the year ended August 31, 2018, Vista del Futuro Charter School had an accounts payable of
$6,053 to Burnham Wood Charter School for Vista del Futuro Charter School's share of workman's
compensation insurance. These accounts payable and accounts receivable are included in the specialpurpose Statements of Financial Position (Exhibits B-1.1 and B-1.2), but are eliminated on the
consolidated general-purpose Statement of Financial Position (Exhibit A-1).

12.

DEFERRED REVENUE
Deferred revenue at August 31, 2018, consisted of the following:
State Instructional Materials Revenue
Total
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13.

LONG-TERM DEBT
On October 4, 2006, bonds were issued by the Texas Public Finance Authority Charter Finance
Corporation as follows: $8,360,000 of Education Revenue Bonds, Burnham Wood Charter School
Project (Series 2006A), the proceeds of which were loaned to the corporation to be used to finance the
acquisition, construction and equipping, rehabilitation and renovations of certain land, buildings,
equipment, facilities and improvements located on two campuses in El Paso, TX and to pay certain
costs of issuing the series 2006 bonds. The issue proceeds were placed in accounts designated for
construction and future debt service at Wells Fargo Bank, NA (the Trustee). The bonds mature serially
each September 1st starting 2008 until 2036 with interest ranging from 5.5% to 6.25%. The corporation
made advance bond payments of $2,195,000 in the year ended August 31, 2018 covering principal
payments from 2034 through 203 6. Therefore, the bonds will now be paid off in the year ended August
31, 2033. This advance refunding saved $2,388,385 in future interest expense as per original
amortization. A 1.0% refunding fee of $21,950 was paid at time of refunding.
The corporation is required to maintain a debt service reserve fund which is currently equal to the
maximum annual principal and interest requirements of the bonds. A guaranty agreement dated July
20, 2007, between the corporation and the Texas Public Finance Authority Charter School Finance
Corporation provides Reserve Fund guaranty coverage in the amount of$650,613 as part of the Texas
Credit Enhancement Program. Funds held in the Debt Reserve Fund of $650,613, from the original
issue were released for construction and acquisition. The series 2006A Bonds are subject to optional
redemption in whole or part on September 1, 2016. The trust agreement contains certain covenants
with which the corporation was in compliance during the fiscal period ended August 31, 2018.
The debt issuance costs for these bonds were $315,861. These costs were capitalized and are being
amortized over the term of the bonds. The unamortized amount of $190,499 is recorded in Other
Assets. Amortization expense related to the debt issuance costs totaled $10,529 for the year ended
August 31, 2018.
Debt service for the Series 2006A bonds at August 31, 2018, are as follows:
Total
Requir ments
Year Ended August 31,
Principal
lntere t
2019
2020
2021
2022
2023
2024-2028
2029-2033
Total

$

- $

1,785,000

111,563
111,563
111,563
111,563
111,563
557,813
332,03 1

$ 1.785.000

$ 1.447.659

$

111,563
111,563
111,563
111,563
111,563
557,813
2,117,031

The corporation incurred interest expense in the amount of $157,291 for the year ended August 31,
2018.
22

EL PASO EDUCATION INITIATIVE, INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2018
14.

INCOME TAX
On December 30, 2008, FASB issued FASB Staff Position (FSP) FIN 48-3, Effective Date of FASB
Interpretation No. 48 for Certain Nonpublic Enterprises. There was no apparent unrelated business
income for the years ended August 31, 2018, and as a result, there was no income tax liability.

15.

LEASES
A copier lease agreement was entered into with Toshiba for $163 a month for 48 months beginning
July 27, 2015. A copier lease agreement was entered into with Toshiba for $157 a month for 48
months beginning July 2, 2015. A copier lease agreement was entered into with Toshiba for $1,695
a month for 63 months beginning November 14, 2016. A copier lease agreement was entered into
with Toshiba for $176 a month for 63 months beginning September 14, 2017. A copier lease
agreement was entered into with Toshiba for $154 a month for 63 months beginning September 18,
2017. A copier lease agreement was entered into with Toshiba for $245 a month for 63 months
beginning September 14, 2017. A copier lease agreement was entered into with Toshiba for $80 a
month for 63 months beginning October 6, 2017. A copier lease agreement was entered into with
Toshiba for $149 a month for 63 months beginning December 12, 2017.
A lease agreement was entered into with Burnham Family, LP for facilities used by Vista del Futuro
Charter School on August 27, 2009 for 10 years for $30,208 a month. The lease agreement was
amended May 4, 2017, to include an option to purchase fee simple title to the facilities based upon a
current fair market values and renewal option to extend for 25 years effective upon expiration of the
initial term.
Future minimum payments under noncancelable operating leases as of August 31, 2018, are as
follows:
2019
$394,445
2020
29,988
2021
29,988
2022
24,085
2023
1,341
.W.9.847
Total rent expense for all operating leases was approximately $456,309 for the year ended August 31,
2018.

16.

SUBSEQUENT EVENTS
Management has evaluated the impact of all subsequent events on the corporation through financial
statement issuance and has determined that there were no additional subsequent events requiring
recognition or disclosure in the financial statements.
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17.

RELATED PARTY TRANSACTIONS
The corporation paid Burnham Family, LP, an entity 96% constructively owned by Iris Burnham,
Board President and former Superintendent of El Paso Education Initiative, $362,500 in rent plus
$59,221 for property taxes for the year ended August 31, 2018 for the use of facilities by Vista del
Futuro Charter School. The rent was paid pursuant to a lease agreement between Burnham Family,
LP and El Paso Education Initiative, Inc. The ten year lease agreement was approved on August 27,
2009, by the Board and Directors of El Paso Education Initiative, Inc. The lease agreement was
amended effective May 4, 2017, to include an option to purchase fee simple title to the facilities based
upon a current fair market value and renewal option to extend for 25 years effective upon expiration
of the "initial term". The option to renew provided reason for the Charter Holder to request the
appraisal district to grant a tax abatement for public property. The abatement was granted.

18.

LITIGATION
The Charter Holder is subject to various legal claims that arise from time to time in the ordinary course
of business. At this time, management believes they have substantial defenses in these matters. They
could, in the future, incur judgments that could have a material adverse effect on the results of
operations in a particular year.
The following summarizes and updates the nature of the litigation and estimates of the loss or range
of loss that may occur:
The Charter Holder is involved in litigation with Amex Properties, LLC ("Amex"). The litigation
arises from negotiations for the construction and lease of a commercial building. Amex is a property
owner that entered into negotiations with El Paso Education Initiative, Inc. ("Charter Holder") to
construct a building to house one of the Charter Holder's schools and to lease it to the Charter Holder
for a period of 10 years. The Charter Holder delivered a proposed contract to Amex, but Amex claimed
it had accepted previously proposed terms. Amex' s claim of acceptance was not communicated to the
Charter Holder in sufficient time to confirm Amex's ability to perform the construction required, and
the Charter Holder withdrew the offer.
Subsequently, Amex sued the Charter Holder for breach of contract, promissory estoppels, and
attorney's fees. The Charter Holder has raised defense that the Board of Directors had not approved
the subject contract. Discovery was abated as the trial court addressed and granted some but denied
other parts of Charter Holder's defense of inviolate immunity from these claims for lack of jurisdiction
over the non-participating Charter Holder together with other immunity defenses. On October 31,
2018, the Court of Appeals determined that El Paso Education Initiative is immune from Amex claim
for attorney fees, but is not otherwise immune from its suit for damages. Both parties have the right
to appeal this decision to the Texas Supreme Court.
For such reasons, the Charter Holder cannot estimate a possible loss or even range of loss if any in
connection with this litigation at this time.
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Exhibit B-1.1

BURNHAM WOOD CHARTER SCHOOL
STATEMENT OF FINANCIAL POSITION
AS OF AUGUST 31, 2018

2018

ASSETS
Current Assets
Cash and cash equivalents
Due from governments
Accounts receivable-Intercompany
Inventory
Deferred expenses
Total Current Assets

$

Property and Equipment
Land
Buildings and improvements
Furniture and equipment
Less accumulated depreciation
Total Property and Equipment

3,341,663
517,346
6,053
1,847
10,958
3,877,867

1,762,353
10,604,190
688,328
p,155,578}
9,899,293

Other Assets
Capitalized debt issuance costs

190,499

Total Assets

$

13,967,659

$

150
55,781
104,839
44

LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable
Interest payable
Payroll deductions and withholdings
Deferred revenue
Current portion of long-term debt
Total Current Liabilities

160,814
1,785,000

Long-Term Debt

$ _ _ _~1,'--9_45_.,_8_14_

Total Liabilities
Net Assets
Unrestricted
Temporarily restricted

525,876
11,495,969

Total Net Assets

$ ____
12_.,'-02_1-,'_84_5_

Total Liabilities and Net Assets

$ = = ==1=
3 ,=9=67='=6=
59=

The accompanying notes are an integral part of these financial statements.
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Exhibit B-1.2

VISTA DEL FUTURO CHARTER SCHOOL
STATEMENT OF FINANCIAL POSITION
AS OF AUGUST 31, 2018

2018

ASSETS
Current Assets
Cash and cash equivalents
Due from governments
Accounts receivable
Inventory
Deferred expenses
Total Current Assets

$

Property and Equipment
Furniture and equipment
Less accumulated depreciation
Total Property and Equipment
Total Assets

2,097,813
205,625
96
1,046
8,074
2,312,654

236,677
(190,548)
46,129
$ ====2='=
3 5=8='=
78=3=

LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable-Intercompany
Payroll deductions and withholdings
Total Current Liabilities
Total Liabilities

$

6,053
28,539
34,592

$

34,592

Net Assets
Unrestricted
Temporarily restricted

224,288
2,099,903

Total Net Assets
Total Liabilities and Net Assets

$

2,324,191

$

2,358,783

The accompanying notes are an integral part of these financial statements.
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Exhibit B-1.3
EL PASO EDUCATION INITIATIVE DAYCARE
STATEMENT OF FINANCIAL POSITION
AS OF AUGUST 31, 2018

2018

ASSETS
Current Assets
Cash and cash equivalents
Total Current Assets

$

- - - -101,207
---'------101,207

Total Assets

$

101,207

=== =======

LIABILITIES AND NET ASSETS
Total Liabilities

$

Net Assets
Unrestricted
Temporarily restricted

101,207

Total Net Assets
Total Liabilities and Net Assets

$

101,207

$

101,207

The accompanying notes are an integral part of these financial statements.
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Exhibit B-2.1
BURNHAM WOOD CHARTER SCHOOL
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2018

Unrestricted
Revenues
Local Support:
5740 Other Revenues from Local Sources
5750 Cocurricular and Enterprising Activities
Total Local Support

150,157
194,156
344,313

$

Federal Program Revenues:
5920 Federal Revenues Distributed by TEA
Total Federal Program Revenues

Total Revenues

Expenses
11
12
13
21
23
31
33
35
36
41
51
52
53
71

Instruction
Instructional Resources & Media Services
Curriculum & Instructional Staff Development
Instructional Leadership
School Leadership
Guidance, Counseling, & Evaluation Services
Health Services
Food Services
Cocurricular/Extracurricular Activities
General Administration
Plant Maintenance & Operations
Security & Monitoring Services
Data Processing Services
Debt Service
Total Expenses

$

7,575,550

$

$

3,756,988
84,699
57,568
106,088
500,997
69,005
68,663
435,676
161,894
707,611
1,091,076
72,160
223,406
193,770

$

7,529,601

Net Assets, Beginning of Year
Net Assets, End of Year

$

7,242,934
106,792
7,349,726

7,242,934
106,792
7,349,726

690,325
690,325

690,325
690,325

808,814

$

8,384,364

$

$

3,756,988
84,699
57,568
106,088
500,997
69,005
68,663
435,676
161,894
707,611
1,091,076
72,160
223,406
193,770

$

$

7,529,601

808,814

854,763

479,927

10,687,155

11,167,082

$

11,495,969

The accompanying notes are an integral part of these financial statements.
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150,157
194,156
344,313

45,949

525,876

$

2018

(7,231 237)

7,231,237

Change in Net Assets

Totals

Restricted

$

State Program Revenues:
5810 Foundation School Program Act Revenues
5820 State Program Revenues Distributed by TEA
Total State Program Revenues

Net Assets Released from Restrictions:
Restrictions Satisfied by Payments

Temporarily

$

12,021,845

Exhibit B-2.2
VISTA DEL FUTURO CHARTER SCHOOL
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2018

Un restricted
Revenues
Local Support:
5740 Other Revenues from Local Sources
5750 Cocurricular and Enterprising Activities
Total Local Support

73,842
86,710
160,552

$

Federal Program Revenues:
5920 Federal Revenues Distributed by TEA
Total Federal Program Revenues

Total Revenues

Expenses
11
12
13
21
23
31
33
35
36
41
51
52
53

3,234,976

3,212,430

$

Change in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

2018

$

2,859,756
63,335
2,923,091

245,853
245,853

245,853
245,853

$

94,520

$

1,601,032
24,229
15,890
39,782
196,514
16,438
40,565
217,657
14,797
283,705
666,630
25,687
69,504
$

$

3,212,430

94,520

117,066

201,742

2,005,383

2,207,125

$

2,099,903

The accompanying notes are an integral part of these financial statements.
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3,329,496

22,546

224,288

$

73,842
86,710
160,552

2,859,756
63,335
2,923,091

1,601,032
24,229
15,890
39,782
196,514
16,438
40,565
217,657
14,797
283,705
666,630
25,687
69,504

Instruction
Instructional Resources & Media Services
Curriculum & Instructional Staff Development
Instructional Leadership
School Leadership
Guidance, Counseling, & Evaluation Services
Health Services
Food Services
Cocurricular/Extracurricular Activities
General Administration
Plant Maintenance & Operations
Security & Monitoring Services
Data Processing Services
Total Expenses

Restricted

(3,074,424)

3,074,424
$

Totals

$

State Program Revenues:
5810 Foundation School Program Act Revenues
5820 State Program Revenues Distributed by TEA
Total State Program Revenues

Net Assets Released from Restrictions:
Restrictions Satisfied by Payments

Temporarily

$

2,324,191

Exhibit B-2.3

EL PASO EDUCATION INITIATIVE DAYCARE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2018

Un restricted
Revenues, Gains, & Other Support
Local Support:
Contributions
Special Events
Total Local Support

Temporarily

Totals

Restricted

2018

$

$

$

Program Service Revenue:
Daycare Income
Total Program Service Revenue
Interest & Other Income:
Investment Income
Other
Total Interest & Other Income
Net Assets Released from Restrictions
Restrictions Satisfied by Payments
Total Revenues, Gains, & Other Support

Expenses
11
35
41
51
71
81

$

$

$

$

$

$

Instruction
Food Services
General Administration
Plant Maintenance and Operations
Debt Service
Fundraising
Total Expenses

Change in Net Assets
101,207

Net Assets, Beginning of Year
Net Assets, End of Year

$

101,207

101,207
$

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

101,207

Exhibit B-3.1
BURNHAM WOOD CHARTER SCHOOL
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED AUGUST 31, 2018

2018
CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to Cash Provided
by Operating Activities:
Depreciation
(Increase) Decrease in Due from Governments
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Inventory
(Increase) Decrease in Deferred Expenses
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Interest Payable
Increase (Decrease) in Payroll Deductions
Increase (Decrease) in Due to Governments
Increase (Decrease) in Deferred Revenue

$

854,763

362,448
12,289
25,966
1,184
6,773
(68,980)
(68,594)
(10,007)
(10,849)
(12,426)
1,092,567

Net Cash Provided (Used) by Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Land, Buildings, and Equipment

(44,425)
(44,425)

Net Cash Provided (Used) by Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES
Amortization of Debt Issuance Costs
Principal Payments on Debt

10,529
(2,195,000)
(2,184,471)

Net Cash Provided (Used) by Financing Activities

(1,136,329)

Net Increase (Decrease) in Cash and Cash Equivalents

4,477,992

Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

$

3,341,663

Interest Paid During the Period Ended August 31, 2018
Income Taxes Paid During the Period Ended August 31, 2018

$

225,885

The accompanying notes are an integral part of these financial statements.
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Exhibit B-3.2
VISTA DEL FUTURO CHARTER SCHOOL
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED AUGUST 31, 2018

2018
CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to Cash Provided
by Operating Activities:
Depreciation
(Increase) Decrease in Due from Governments
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Inventory
(Increase) Decrease in Deferred Expenses
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Payroll Deductions and Withholdings

$

117,066

12,826
(12,004)
(96)
1,409
(540)
(6,340)
(18,656)

Net Cash Provided (Used) by Operating Activities

93,665

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Land, Buildings, and Equipment

(7,849)

Net Cash Provided (Used) by Investing Activities

(7,849)

CASH FLOWS FROM FINANCING ACTIVITIES

Net Increase (Decrease) in Cash and Cash Equivalents

85,816

Cash and Cash Equivalents, Beginning of Year

2,011,997

Cash and Cash Equivalents, End of Year

$

Interest Paid During the Period Ended August 31, 2018
Income Taxes Paid During the Period Ended August 31, 2018

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

2,097,813

Exhibit B-3.3
EL PASO EDUCATION INITIATIVE DAYCARE
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED AUGUST 31, 2018

2018
CASH FLOWS FROM OPERA TING ACTIVITIES
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to Net Cash Provided
by Operating Activities:
Depreciation
(Increase) Decrease in Account Receivable
(Increase) Decrease in Prepaid Expenses
(Increase) Decrease in Deferred Expenses
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Deferred Revenue

$

Net Cash Provided (Used) by Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Land, Buildings, and Equipment
Net Cash Provided (Used) by Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES
Net Cash Provided (Used) by Financing Activities
Net Increase (Decrease) in Cash and Cash Equivalents
101,207

Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

$

Interest Paid During the Period Ended August 31, 2018
Income Taxes Paid During the Period Ended August 31, 2018

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

101,207
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Exhibit C-1.1
BURNHAM WOOD CHARTER SCHOOL
SCHEDULE OF EXPENSES
FOR THE YEAR ENDED AUGUST 31, 2018

2018
Expenses
6100
6200
6300
6400
6500

Payroll Costs
Professional and Contracted Services
Supplies and Materials
Other Operating Costs
Debt
Total Expenses

$

4,884,862
1,140,881
729,765
580,323
193,770

$

7,529,601

The accompanying notes are an integral part of these statements.
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Exhibit C-1.2
VISTA DEL FUTURO CHARTER SCHOOL
SCHEDULE OF EXPENSES
FOR THE YEAR ENDED AUGUST 31, 2018

2018
Expenses
6100
6200
6300
6400
6500

Payroll Costs
Professional and Contracted Services
Supplies and Materials
Other Operating Costs
Debt
Total Expenses

$

2,012,183
884,062
256,370
59,815

$

3,212,430

The accompanying notes are an integral part of these statements.

35

Exhibit D-1.1
BURNHAM WOOD CHARTER SCHOOL
SCHEDULE OF CAPITAL ASSETS
AS OF AUGUST 31, 2018

Local

1510
1520
1530
1570

Land
Buildings and Improvements
Furniture and Equipment
Less Accumulated Depreciation
Total Property and Equipment

$

$

40,820
(25,018)
15,802

Ownership Interest
Federal
State
$ 1,762,353
$
10,604,190
442,312
205,196
(2,968,684)
(161,876)
$ 9,840,171
43,320
$

The accompanying notes are an integral part of these statements.
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Exhibit D-1.2
VISTA DEL FUTURO CHARTER SCHOOL
SCHEDULE OF CAPITAL ASSETS
AS OF AUGUST 31, 2018

Local

1530 Furniture and Equipment
1570 Less Accumulated Depreciation
Total Property and Equipment

$
$

Ownership Interest
Federal
State
$
$
56,023
180,654
$

(26,961)
29,062

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

(163,587)
17,067

Exhibit E-1.1

BURNHAM WOOD CHARTER SCHOOL
BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED AUGUST 31, 2018
Bud~eted

Amounts

Original
Revenues
Local Support:
5740 Other Revenues from Local Sources
5750 Cocurricular and Enterprising Activities
Total Local Support

$

State Program Revenues:
5810 Foundation School Program Act Revenues
!1820 State Program Revenues Distributed by TEA
Total State Program Revenues
Federal Program Revenues:
5920 Federal Revenues Distributed by TEA
Total Federal Program Revenues

Total Expenses

$

150,157
194 156
344,313

161,500

148,500
198,000
346,500

8,064,220
3!100
8,067,720

7,196,1!14
3,500
7,199,654

7,242,934
106,792
7,349,726

315,000
315,000

81!1,342
815,342

690,325
690,325

$

$

1,657
(3,844}
(2,187)

46,780
103,292
150,072

(125,017)
(12!1,017)

s

8.361 ,496

$

8,384,364

s

22,868

$

3,675,000
12,000
13,800
120,000
445,000
100,000
87,821
480,000
39,900
1,200,000
1,065,194
84,460
131,015
265,000

$

3,989,524
108,775
84,563
150,699
!118,005
88,326
87,821
480,000
192,605
1,069,045
1,072,694
84,460
218,979
216,000

$

3,756,988
84,699
57,568
106,088
500,997
69,005
68,663
435,676
161,894
707,611
1,091,076
72,160
223,406
193,770

$

232,536
24,076
26,995
44,611
17,008
19,321
19,158
44,324
30,711
361,434
(18,382)
12,300
(4,427)
22,230

s

7,71 9,J'JO

8,361 ,496

s

7,529,601

Change in Net Assets

$

825,030

Net Assets, Beginning of Year
Net Assets, End of Year

Final

8,!144,220

Total Revenues

Expenses
11 Instruction
12 Instructional Resources & Media Services
13 Curriculum & Instructional Staff Development
21 Instructional Leadership
23 School Leadership
31 Guidance, Counseling, & Evaluation Services
33 Hea Ith Services
35 Food Services
36 Cocurricular/Extracurricular Activities
41 General Administration
51 Plant Maintenance & Operations
52 Security & Monitoring Services
53 Data Processing Services
71 Debt Service

161,500

Variance
from Final
Budget

Actual
Amounts

854,763

11, 167,082
$

11,992,112

$

11,167.082

831,895
854,763

11 ,167,082

11,167,082
$

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

12,021,845

$

8541763

Exhibit E-1.2

VISTA DEL FUTURO CHARTER SCHOOL
BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED AUGUST 31, 2018

Budgeted Amounts
Original
Final
Revenues
Local Support:
5740 Other Revenues from Local Sources
5750 Cocurricular and Enteq1rising Activities
Total Local Support

$

State Program Revenues:
5810 Foundation School Program Act Revenues
5820 State Program Revenues Distributed by TEA
Total State Program Revenues
Federal Program Revenues:
5920 Federal Revenues Distributed by TEA
Total Federal Program Revenues
Total Revenues

Expenses
11
12
13
21
23
31
33
35
36
41
51
52
53

Instruction
Instructional Resources & Media Services
Curriculum & Instructional Staff Development
Instructional Leadership
School Leadership
Guidance, Counseling, & Evaluation Services
Health Services
Food Services
Cocurricular/Extracurricular Activities
General Administration
Plant Maintenance & Operations
Security and Monitoring Services
Data Processing Services
Total Ex11enses

73,842
86,710
160,552

70,000

60,000
95,000
155,000

2,967,597
1,000
2,968,597

2,849,376
1,000
2,850,376

2,859,756
63,335
2,923,091

140,000
140,000

294,789
294,789

245,853
245,853

$

$

$

13,842
(8,290)
5,552

10,380
62,335
72,715

{48,936}
(48,936)

$

3,178,597

$

3,300,165

$

3,329,496

$

29,331

$

1,440,000
8,000
9,000
61,000
225,000
13,000
35,000
211,400
1,500
180,000
640,000
28,500
60,000

$

1,666,917
32,122
29,268
48,000
198,700
21,158
40,000
211,800
15,900
281,500
660,100
24,700
70,000

$

1,601,032
24,229
15,890
39,782
196,514
16,438
40,565
217,657
14,797
283,705
666,630
25,687
69,504

$

65,885
7,893
13,378
8,218
2,186
4,720
(565)
(5,857)
1,103
(2,205)
(6,530)
(987)
496

$

2,912,400

$

3,300,165

$

3,212,430

$

87,735

117,066

266,197

Change in Net Assets

2,207,125

Net Assets, Beginning of Year
Net Assets, End of Year

70,000

Variance
from Final
Budget

Actual
Amounts

$

2,473,322

2,207,125

2,207,125
$

2,207,125

$

The accompanying notes are an integral part of these financial statements.
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117,066

2,324,191

$

117,066
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Certified Public Accountants

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
El Paso Education Initiative, Inc.
785 Southwestern Dr.
El Paso, TX 79912
Members of the Board of Directors:
We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of El Paso Education Initiative, Inc. (a nonprofit organization), which comprise the
statement of financial position as of August 31, 2018, and the related statements of activities
and cash flows for the year then ended, and the related notes to the financial statements, and
have issued our report thereon dated December 31, 2018.
Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered El Paso
Education Initiative, Inc.' s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of El Paso Education Initiative, Inc. 's internal control.
Accordingly, we do not express an opinion on the effectiveness of El Paso Education Initiative,
Inc.' s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be
prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that have not been identified. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether El Paso Education Initiative, Inc.' s
financial statements are free from material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the 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 instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards and which are described in the accompanying schedule
of findings and questioned costs as items 2018-1 and 2018-2.

El Paso Education Initiative, Inc.' Response to Findings
El Paso Education Initiative, Inc.' s response to the findings identified in our audit is described
in the accompanying schedule of findings and questioned costs. El Paso Education Initiative,
Inc.' s response was not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it.

Purpose of this Report
This purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the organization's internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the
organization's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.
Respectfully submitted,

r;~~r~
Freemon, Shapard, & Story
Windthorst, TX
December 31, 2018
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Independent Auditor's Report on Compliance for Each Major Program and on Internal
Control Over Compliance Required by the Uniform Guidance
Board of Directors
El Paso Education Initiative, Inc.
785 Southwestern Dr.
El Paso, TX 79912
Members of the Board of Directors:

Report on Compliance for Each Major Federal Program
We have audited El Paso Education Initiative, Inc.' s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of El Paso Education Initiative, Inc. 's major federal programs for the
year ended August 31, 2018. El Paso Education Initiative, Inc.'s major federal programs are
identified in the summary of auditor's results section of the accompanying schedule of findings
and questioned costs.

Management's Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor's Responsibility
Our responsibility is to express an opinion on compliance for each of El Paso Education
Initiative, Inc. 's major federal programs based on our audit of the types of compliance
requirements referred to above. We conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about El Paso Education Initiative, Inc.'s compliance with
those requirements and performing such other procedures as we considered necessary in the
circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of El Paso
Education Initiative, Inc. 's compliance.
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Opinion on Each Major Federal Program

In our opinion, El Paso Education Initiative, Inc. complied, in all material respects, with the
types of compliance requirements referred to above that could have a direct and material effect
on each of its major federal programs for the year ended August 31, 2018.
Other Matters

The results of our auditing procedures disclosed no instances of noncompliance, which are
required to be reported in accordance with the Uniform Guidance.
Report on Internal Control Over Compliance

Management of El Paso Education Initiative, Inc. is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance
requirements referred to above. In planning and performing our audit of compliance, we
considered El Paso Education Initiative, Inc.'s internal control over compliance with the types
of requirements that could have a direct and material effect on each major federal program to
determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of El Paso Education, Inc.'s
internal control over compliance.
A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with a
type of compliance requirement of a federal program on a timely basis. A material weakness
in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance
with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency in internal control over compliance
is a deficiency, or a combination of deficiencies, in internal control over compliance with a type
of compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.
Our consideration of internal control over compliance 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 compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.
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The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.
Respectfully submitted,

r;-~~r~
Freemon, Shapard, & Story
Windthorst, TX
December 31, 2018
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Exhibit F-1
EL PASO EDUCATION INITIATIVE, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED AUGUST 31, 2018

I. Summary of Auditor's Results

Financial Statements

Unmodified

Type of auditor's report issued
Internal control over financial reporting:

Yes __x_No

Material weaknesses identified?
Significant deficiencies identified that are not considered to be
material weaknesses?

Yes

___x__ No

Noncompliance material to financial statements noted?

Yes

___x__ No

Federal Awards

Internal control over major programs:
Material weaknesses identified?

Yes

Significant deficiencies identified that are not considered to be
material weaknesses?

Yes __x_ No

Type of auditor's report issued on compliance for major programs
Any audit findings disclosed that are required to be reported in
accordance with 2 CFR 200.516(a)?

X

No

Unmodified
Yes _x_No

Identification of major programs:
School Breakfast Program (CFDA 10.553)
National School Lunch Program (CFDA 10.555)
Dollar threshold used to distinguish between Type A and Type B
Programs

$750,000

Auditee qualified as low-risk auditee?

_x_ Yes
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Exhibit F-1
II. Financial Statement Findings
Finding 2018-1

Criteria
Depository banks are required to pledge securities to adequately cover cash deposits of public schools in
excess of the FDIC insurance coverage.

Condition
Burnham Wood Charter School's highest daily balance of cash for the year ended August 31, 2018, occuned
on December 17, 2017. At Compass Bank, the cash balance was $4,592,487 on December 17, 2017. At
Wells Fargo Bank, the cash balance was $2,312,507 on December 17, 2017. FDIC coverage was $250,000
which left $4,342,487 unsecured at Compass Bank and $2,062,507 unsecured at Wells Fargo Bank.
Vista del Futuro Charter School's highest daily balance of cash for the year ended August 31, 2018, occuned
on June 25, 2018. At JP Morgan Chase Bank, the cash balance was $2,356,379 on June 25, 2018. FDIC
coverage was $250,000 which left $2,106,379 unsecured at JP Morgan Chase Bank.

Effect
Burnham Wood Charter School and Vista del Futuro Charter School's cash balances are in danger of being
lost if the depository banks were to fail.

Cause
El Paso Education Initiative, Inc. did not realize that public school cash deposits are required by law to be
covered by pledged securities.

Recommendation
El Paso Education Initiative, Inc. should monitor cash balances and make sure pledged securities and FDIC
coverage are adequate to cover the school's cash balances.

Management Response
El Paso Education Initiative, Inc. contacted their depository banks when the auditor made them aware of
the pledged security requirement during interim audit fieldwork in August 2018. The depository banks
conected this, and at August 31, 2018, all cash balances were adequately secured at all banks.
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inding 2018-2
Criteria

Texas public schools are required to submit financial data to the Texas Education Agency by January 25.
This data known as the Mid-Year PEIMS is used to report to the Texas state legislature, monitor special
program expenditures, audit schools, and perform desk audits.
Condition

Burnham Wood Charter School and Vista del Futuro Charter School's Mid-Year PEIMS submission did
not tie to the prior year audit report.
Effect

Burnham Wood Charter School and Vista del Futuro Charter School's data submitted to the Texas state
legislature is inaccurate.
Cause

The Mid-Year PEIMS were submitted before final audit adjustments were made to the financial records.
Recommendation

El Paso Education Initiative, Inc. needs to verify that Mid-Year PEIMS data matches the audit report.
Management Response

El Paso Education Initiative, Inc. will verify that the data matches the audit report before the Mid-Year
PEIMS are submitted in the future.

III. Findings and Questioned Costs for State and Federal Awards
None identified.
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Exhibit G-1
TEXAS CENTER FOR ARTS+ ACADEMICS
SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED AUGUST 31, 2018

Prior Year Audit Report and indings were prepared by Sammy C. Jolmson, CPA in El Paso, Texas. They
are repeated here in order to follow Texas Education Agency requirements.
Finding 2017-J

Criteria

The time card process should indicate the employee verifying the time on their time card, and the
supervisor and director approving the time on the time card.
Condition

Employees were not verifying their time on payroll time cards, and there was a lack of approval by a
supervisor and/or director. The payroll specialist has total control of payroll without any oversight.
Effect

Due to a lack of time card approval, employees could be paid an improper amount. Because of the
pervasiveness of lack of approval for time cards, the total amount of improper or incorrect payments
cannot be determined.
Recommendation

El Paso Education Initiative, Inc. should require all employees to verify their time cards and require
approval of time cards by supervisors and/or directors.
A1anagementResponse

Due in part to the turnover in the accounting department, El Paso Education Initiative, Inc. was not
complying with its current written time card protocols, requiring both employee and supervisor
verifications in addition to the employee's biometric verification. El Paso Education Initiative, Inc. is
examining and will appropriately amend its' written procedures to account for its' use of biometric
technology and will require employee supervisors and directors to verify employee time cards.
Status

Time cards are now being appropriately approved by the employee and the supervisor and/or director.
A1anagement's Explanation for not implementing the Recommendation
NIA
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Finding 2017-2
Criteria

Leave records, which consist of vacation, sick leave, and absences, should be updated regularly to provide
employees with accurate amounts of vacation, sick leave, and absences. All vacation, sick leave, and
absences must be approved by a supervisor and/or director.
Condition

Leave records are not recorded in the TeXIS system on a consistent basis. In addition, vacation, sick
leave, and absences were not approved by a supervisor and/or director. The payroll specialist has total
control of payroll without any oversight.
Effect

Since leave records were not recorded on a consistent basis from February through August 2017 and
approvals were not made, the amounts paid for leave could have been over or understated during that time.
Recommendation

Leave records must be updated monthly into the TeXIS system in order to avoid either over or
underpayments to employees for vacation or sick leave. All vacation, sick leave, and absences must be
approved by a supervisor and/or director.
Management Response

Subsequent to August 2017, El Paso Education Initiative, Inc. leave records were and have since been
updated monthly into the TeXIS system thus avoiding over or underpayments to employees for vacation
or sick leave. Additionally, the Superintendent has directed that vacation, sick leave, and absences be
approved by a supervisor, director, or the Superintendent. The payroll specialist is supervised by the
accounting manager, who reviews and approves all time and attendance data recorded in El Paso
Education Initiative Inc.' s accounting records to ensure that payroll disbursements properly reflect the
salaries and wages to which each employee is entitled.
Status

Leave records are now being appropriately recorded and approved by a supervisor and/or director.
Management's Explanation for not implementing the Recommendation
NIA
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Findi ng 2017-3

Criteria
The general ledger must contain all minimum required elements as required by the federal grants reporting
requirements. Appropriations of grant budgeted amounts for each class object code must be recorded in
the general ledger to ensure that actual expenditures do not exceed the approved budget.

Condition
The general ledger did not contain all minimum required elements as required by the federal grants
reporting requirements. The charter schools did not record appropriations of grant budgeted amounts for
each class object code to ensure that actual expenditures did not exceed the approved budget.

Effect
Actual expenditures could exceed the approved budget.

Recommendation
The charter schools should employ or assign an individual that has the basic qualifications, including
knowledge and experience, necessary to manage and supervise the program.

A!anagementResponse
At the end of fiscal year 2017, the accounting manager resigned prior to the upload of all required general
ledger entries, including budget entries under a specific Title I grant into TeXIS. In response, El Paso
Education Initiative, Inc. contracted with a CPA familiar with the schools to update the general ledger.
With the assistance of the CPA, the general ledger was successfully updated and completed prior to the
close of the fiscal year, including the upload of these formerly missing entries. Additionally, an individual
with requisite qualifications, including knowledge and experience, was employed as an accounting
manager. The accounting manager continues to receive training and support as needed from the consulting
CPA.

Status
The general ledger did contain all minimum required elements are required by federal grant reporting
requirements.

A!anagement's Explanation for not implementing the Recommendation
NIA
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Finding 2017-4
Criteria

Grant funds shall not be obligated for expenditure before the beginning date of the grant or after the ending
date of the grant unless preaward costs are expressly permitted for the individual grant program. Also, a
nonfederal entity may only charge allowable costs incurred to the federal award during the period of
performance, and any costs incurred before the federal awarding agency or pass-through entity made the
federal award that were authorized by the federal awarding agency or pass-through entity.
Condition

Grant funds were used for expenditures incurred outside the approved grant period. Specifically, grant
funds were expended and charged to the program three months of a twelve month license for educational
software. The total charge was $8,397.50. The appropriate charge for nine months was $6,098.02. The
excess charge, or unallowable cost, was $2,099.58.
Effect

An unallowable charge to the program was incurred for $2,099.58.
Recommendation

The organization should employ or assign an individual that has the basic qualifications, including
knowledge and experience, necessary to manage and supervise the program.
Management Response

In conducting a monitoring review of Burnham Wood Charter School's Title I, Part - Improving Basic
Programs grant, the Texas Education Agency also noted the same expense over a twelve month license
agreement for educational software related to the grant programs had been incorrectly charged for the
entire twelve month period of the license when only nine months of that period were within the grant
period. In response, the expense was reclassified so the unallowable charge to the program was addressed
through grant fund reductions in subsequent reimbursement requests, reconciling the total unallowable
amount and complying with applicable grant cash management and other requirements. The current
accounting manager has the qualifications, including knowledge and experience, necessary to manage and
supervise the program as recommended. The Superintendent has recently identified a qualified individual
to oversee federal programs and grants.
Status

No unallowable charges to federal grants were noted in the current year.
Management's Explanation for not implementing the Recommendation
NIA
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Finding 2017-5
Criteria

Grant funds shall not be obligated for expenditure before the beginning date of the grant or after the ending
date of the grant unless preaward costs are expressly permitted for the individual grant program. Also, a
nonfederal entity may only charge allowable costs incurred to the federal award during the period of
performance, and any costs incurred before the federal awarding agency or pass-through entity made the
federal award that were authorized by the federal awarding agency or pass-through entity.
Condition

Grant funds were used for expenditures incurred outside the approved grant period. Specifically, grant
funds were expended and charged to the program for an invoice dated 5/15/16, which is prior to the start
of the approved grant period. The organization can only charge fees that were for the grant period of
9/1/16 to 9/30/17.
Effect

An unallowable charge to the program was incurred for $8,785.43.
Recommendation

The organization should employ or assign an individual that has the basic qualifications, including
knowledge and experience, necessary to manage and supervise the program.
Management Response

The Superintendent and staff are addressing this finding through review of this year's annual audit report
and existing policy and procedures, adoption of best practice in compliance with applicable law and
authoritative standard, training of staff in the proper understanding of policy and procedure and monitoring
of the implementation of that policy and procedure. The Superintendent has developed a correction action
plan and identified a qualified individual to oversee federal programs and grants.
Status

No unallowable charges to federal grants were noted in the current year.
Management's Explanation for not implementing the Recommendation
NIA
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EXHIBIT K-1
EL PASO EDUCATION INITIATIVE, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED AUGUST 31, 2018
-----------~

(1)

FEDERAL GRANTOR/
PASS-THROUGH GRANTOR/
PROGRAM or CLUSTER TITLE

(2)

(3)

(4)

Federal
CFDA
Number

Pass-Through
Entity Identifying
Number

Federal
Expenditures

U.S. DEPARTMENT OF EDUCATION
Passed Through St<lle Department of Ed ucation
17610101071801
'18610101071801
'17610101071809
'18610101071809

$

' 825
'240,367
' 641
'54,546
\ 296,379

*ESEA, Title I, Part A - Improving Basic Programs
*ESEA, Title I, Part A - Improving Basic Programs
*ESEA, Title I, Part A - Improving Basic Programs
*ESEA, Title, Part A - Improving Basic Programs
Total CFDA Number 84.010A

' 84.010A
'84.0lOA
- 84.0lOA
'84.0lOA

**IDEA - Part B, Formula
**IDEA - Part B, Formula
**IDEA - Part B, Formula

" 84.027A
'84.027A
'84.027A

Total CFDA Number 84.027A
**IDEA - Part B, Preschool
Total Special Education Cluster (IDEA)

"- 84.173A

'186610010718096610

511
\ 185,241

Title III, Part A - English Language Acquisition
ESEA, Title II, Part A, Supporting Effective Instr
ESEA, Title II, Part A, Supporting Effective Instr
ESEA, Title II, Part A, Supporting Effective Instr
ESEA, Title II, Part A, Supporting Effective Instr

' 84.365A
-84.367A
, 84.367A
'84.367A
'84.367A

'18671001071801

' 6, 171
'8,114
- 22, 135
' 1,714
'7,700
'39,663

" 186600010718016600

'- 131,083
\ 5,724
"47,923
'184,730

'176600010718096600
'186600010718096600

'17694501071801
'18694501071801
·17694501071809
'18694501071809

Total CFDA Number 84.367A
"Summer School LEP
Summer School LEP
Total CFDA Number 84.394A
Title IV, Part A, Subpart 1

84.394A
84.394A
- 84.424A

'69551702
69551702

1,187
1,187
' 2,374

-18680I01071801

'5,390
535,218

Total Passed Through State Department of Education

535,218

TOTAL U.S. DEPARTMENT OF EDUCATION
U.S. DEPARTMENT OF AGRICULTURE
Passed Through the State Departmen t of Agricu llun.:
***School Breakfast Program
***School Breakfast Program
Total CFDA Number I 0.553
***National School Lunch Program
***National School Lunch Program
Total CFDA Number 10.555

. 10.553
. 10.553

11401801
71401801

34,380
17,080
- - -- .... 51,460

- 10.555
10.555

'71301801
71301801

206,752
95,134
'301,886

---

c 353,346

Total Child Nutrition Cluster
Commodity Supplemental - Non-Cash Assistance
Commodity Supplemental - Non-Cash Assistance
Total CFDA Number 10.565

10.565
. 10.565

'071801
'071809

. 34,006
.... 13,608
--47,614
400,960

Total Passed Through the State Department of Agriculture

400,960

TOTAL U.S. DEPARTMENT OF AGRICULTURE
TOT AL EXPENDITURES OF FEDERAL AWARDS
* Clustered Programs as required by the Compliance Supplement April, 2017
** Clustered Programs as required by the Compliance Supplement April, 2017
*** Clustered Programs as required by the Compliance Supplement April, 2017
See Accompanying Notes to the Schedule of Expenditures of Federal Awards
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$

936,178

EL PASO EDUCATION INITIATIVE, INC.
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED AUGUST 31, 2018
1.

SIGNIFICANT ACCOUNTING POLICIES

A.

Basis of Presentation
The schedule of expenditures of federal awards is prepared on the accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of Title 2, U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Federal expenses include allowable
expenses funded by federal grants. Allowable costs are subject to the cost principles of the Uniform
Guidance and include costs that are recognized as expenses in the corporation's financial statements
in conformity with generally accepted accounting principles. The corporation has elected not to use
the 10% de minimus rate for indirect costs.
Because the schedule presents only a selected portion of the operations of the corporation, it is not
intended to and does not present the financial position, changes in net assets, or cash flows of the
corporation.
For all federal programs, the corporation used the net asset classes and codes specified by the Texas
Education Agency in the Special Supplement to Financial Accounting and Reporting, Nonprofit
Charter School Chart of Accounts. Temporarily restricted net asset codes are used to account for
resources restricted to or designated for specific purposes by a grantor. Federal and state financial
assistance is generally accounted for in temporarily restricted net asset codes.
Federal grant funds are considered to be earned to the extent of expenditures made under the provisions
of the grant, and, accordingly, when such funds are received, they are recorded as deferred revenues
until earned.
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