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Certified Public Accountants & Business Advisors

Independent Auditor's Report

To the Board of Trustees
Roberto Clemente Charter School
Allentown, Pennsylvania

We have audited the accompanying financial statements of the governmental activities, the business-type
aclivities, and cach major fund of Roberto Clemente Charter School (the School), as of and for the year ended
June 30, 2018, and the related notes to the financial statements, which collectively comprise the School's basic
financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of 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 policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, and each major fund of Roberto
Clemente Charter School as of June 30, 2018, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

tel 215.517.5600 = fax 215.517.5610 = 300 Yorktown Plaza = Elkins Park, PA 19027 = www.sdaccounting.com



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information and pension information as listed in the table of
contents be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Roberto Clemente Charter School's basic financial statements. The schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards , and is not a required part of the basic 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 basic financial statements. The information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to the basic
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 January 28, 2019, on
our consideration of Roberto Clemente Charter School'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 to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Roberto Clemente Charter School's internal control over financial reporting

Certified Public Accountants
Elkins Park, Pennsylvania

and compliance.

January 28, 2019



Roberto Clemente Charter School

Management's Discussion and Analysis
June 30,2018

The Board of Trustees of Roberto Clemente Charter School (the School) offers readers of the School’s financial
statements this narrative overview and analysis of the financial activities of the School for the fiscal year ended June
30, 2018. We encourage readers to consider the information presented here in conjunction with the School’s
financial statements.

Financial Highlights

o The School merged with Roberto Clemente Elementary School (RCECS) effective July 1, 2017 (Note
16).

Total revenues increased by approximately $3,944,000 due primarily to the merger,

At the close of the current fiscal year, the School reports an ending general fund balance of $3,705,435.
This balance was the result ot a $714,011 surplus for the year ended June 30, 2018, as well as the
addition of the $1,662,296 fund balance from RCECS.

= The School’s cash balance at June 30, 2018 was $3,169,493 representing an increase of $2,327,742
from June 30, 2017. Of that amount, $1,411,326 was a result of the merger.

Overview of the Financial Statements

The discussion and analysis is intended to serve as an introduction to the School’s basic financial statements. The
School’s basic financial statements as presented comprise four components: Management’s Discussion and Analysis
(this section), the basic financial statements, supplementary information, and single audit requirements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the School’s
finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the School’s assets, deferred outflows of resources,
liabilities and deferred inflows of resources, with the difference between the components (assets and deferred
outflows of resources, less liabilities and deferred inflows of resources) reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of the School
is improving or deteriorating.

The statement of activities presents information showing how the School’s net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows.

The government-wide financial statements report on the function of the School that is principally supported by
subsidies from school districts whose constituents attend the School.

In the statement of net assets and the statement of activities, the School is divided into two kinds of activities:



Roberto Clemente Charter School
Management's Discussion and Analysis
June 30, 2018

Overview of the Financial Statements (Continued)

Government-Wide Financial Statements (Continued)

Governmental activities - Most of the School's basic services are reported here.
Business-type activities - The School charges students a reduced fee for breakfast and lunch.
Fund Financial Statements

A fund is a group of related accounts that are used to maintain control over resources that have been segregated for
specific activities or purposes. The School, like governmental type entities, utilizes fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The School's two kinds of funds, governmental
and proprietary, use different accounting approaches.

Most of the School's basic services are reported in governmental funds, which focus on how money flows into and
out of those funds and the balances left at year-end that are available for spending. These funds are reported using
an accounting method called modified accrual accounting, which measures cash and all other financial assets that
can readily be converted to cash. Such information is useful in assessing the School’s financing requirements. In
particular, fund balance may serve as a useful measure of a government’s net resources available for spending for
program purposes at the end of the fiscal year.

When the School charges students for services it provides, these services are generally reported in proprietary
funds. Proprietary funds are reported in the same way that all activities are reported in the Statement of Net
Position and the Statement of Activities. In fact, the School's enterprise fund (a component of proprietary funds)
are the same as the business-type activities we report in the government-wide statements, but provide more detail
and additional information, such as cash flows, for proprietary funds.

The School is the fiduciary for its students' activities funds. The School's fiduciary assets and liabilities are reported
in a separate Statement of Fiduciary Net Position. We exclude these assets and liabilities from the School's other
financial statements because the School cannot use these assets to finance its operations. The School is responsible
for ensuring that the assets reported in this fund are used for their intended purposes.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements.

Supplementary Information

The governmental fund budgetary comparison schedule is presented for purposes of additional analysis. The
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by Title 2
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards.



Roberto Clemente Charter School
Management's Discussion and Analysis
June 30,2018

Government-Wide Financial Analysis

Management has adopted Governmental Accounting Standards Board (GASB) Statement 34 which requires a
comparative analysis of current and prior periods.

2018 2017
Assets
Current assets 4,623,450 1,753,821
Noncurrent assets 908,663 187,255
5,532,113 1,941,076
Deferred Outflows of Resources 2,738,526 1,011,025
Liabilities
Current liabilities 914,861 419,138
Long-term liabilities 8,742,000 6,294,000
9,656,861 6,713,138
Deferred Inflows of Resources 1,200,212 791,000
Net Position $(2,586,434) $(4,552,037)

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In the
case of the School, liabilities and deferred inflows of resources exceeded assets and deferred outflows of resources
by $2,586,434 as of June 30, 2018.

The School's revenues are predominately the Allentown School District's funds based on the student enrollment.
For the year ended June 30, 2017, the School's total revenues of $8,540,198 exceeded expenditures of $7,915,715
by $624,483.

2018 2017
Revenues
Program revenues
Local educational agency
assistance $ 7,017,943 $ 3,434,042
State sources 120,608 85,459
Federal sources 909,884 639,832
Food service 474,328 412,894
Other 3,051 3,617
General revenues
Contributions 11,496 19,374
Other income 2,888 998
Total revenues 8,540,198 4,596,216



Roberto Clemente Charter School

Management's Discussion and Analysis

June 30, 2018

Government-Wide Financial Analysis (Continued)

Expenditures
Instruction 3,706,591 1,906,112
Support services 3,493,549 1,693,441
Noninstructional services 83,129 51,791
Food service 481,107 384,491
Depreciation and amortizalion 151,339 - 44,633
Total expenditures 7,915,715 4,080,468
Change in net position 624,483 515,748
Net position, beginning (4,552,037) (5,067,785)
Restatements (Notes 16 and 17) 1,341,120 -

Net position, ending

Governmental Fund

$ (2,586,434)

$(4,552,037)

The focus of the School’s governmental fund is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the School’s financing requirements. In
particular, fund balance may serve as a useful measure of a government’s net resources available for spending for

program purposes at the end of the fiscal year.

The School’s governmental fund (the General Fund) reported an ending fund balance of $3,705,435.

Budget Variations

The actual revenues represent an increase from budgeted revenues of $699,935 due to increases (decreases) as

follows:

Local educational agency assistance
Other sources

State sources

Federal sources

$ 581,443
63,949
48,108

6,435
T 699,935

Actual expenditures decreased $122,644 from the budget due to increases (decreases) as follows:

Instructional services
Support services
Noninstructional services
Capital outlay

$ (304,428)
75,009
27,518
79,257

$ (122,644)



Roberto Clemente Charter School
Management's Discussion and Analysis
June 30, 2018

Capital Asset and Debt Administration
Capital Assefs

As of June 30, 2018, the School's investment in capital assets totaled $908,663 (net of accumulated depreciation).
This investment in capital assets includes building improvements, classroom and office furniture, computer
equipment.

Major capital assets purchases during the year included the following:
Capital expenditures of $45,400 for a modular building
Capital expenditures of $175,239 for furniture and equipment
Capital expenditures of $142,868 for leasehold improvements
Additional information on the School's capital assets can be found in Note 4 of this report.
Long-Term Debt
The School does not have any long-term liabilities at this time.

Economic Factors and Next Year's Budgets and Rates

The School’s primary source of revenue, the per student subsidy provided by the Allentown School District, will
increase by approximately $498,000 for fiscal year 2017-2018 due to an increase in per pupil subsidy rates.

Future Events that will Financially Impact the School

Except as listed in the above economic factors, there are no known additional future events that will financially
impact the school.

Contacting the School's Financial Management
The financial report is designed to provide interested parties a general overview of the School’s finances.

Questions regarding any of the information provided in this report should be addressed to the Chief Executive
Officer, Roberto Clemente Charter School, 131 West Hamilton Street, Allentown, Pennsylvania 18101.



Roberto

Clemente Charter School
Statement of Net Position
June 30, 2018

Assets
Cash and cash equivalents
State subsidies receivable
Federal subsidies receivable
Local school district receivable
Prepaid expenses
Deposits
Property and equipment, net

Total assets

Deferred Outflows of Resources
Deferred outflows of resources

Liabilities
Accounts payable
Accrued expenses
Unearned revenue
Net OPEB liability
Net pension liability

Total liabilities

Deferred Inflows of Resources
Deferred inflows of resources

Net Position
Invested in capital assets, net of related debt
Unrestricted

Governmental

Business-Type

Activities Activities Totals

$ 3,169,493 $ - $ 3,169,493
134,593 1,005 135,598
115,957 21,979 137,936
1,125,582 - 1,125,582
45,455 38 45,493

9,348 9,348
893,478 15,185 908,663
5,493,906 38,207 5,532,113
2,685,918 52,608 2,738,526
153,811 10,388 164,199
703,085 9,480 712,565
38,097 - 38,097
339,356 6,644 346,000
8,106,189 289,811 8,396,000
9,340,538 316,323 9,656,861
1,177,168 23,044 1,200,212
893,478 15,185 908,663
(3,231,360) (263,737) (3,495,097)
$ (2,337.882) $ (248,552) $ (2,586,434)

See accompanying notes to financial statements.
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Roberto Clemente Charter School
Balance Sheet-Governmental Funds

June 30, 2018
General
Fund
Assets
Cash and cash equivalents $ 3,169,493
State subsidies receivable 134,593
Federal subsidies receivable 115,957
Local school district receivable 1,125,582
Prepaid expenses 45,455
Deposits 9.348
Total current assets $ 4,600,428
Liabilities
Accounts payable $ 153,811
Accrued expenses 703,085
Unearned revenue 38,097
Total current liabilities 894,993
Fund Balances
Nonspendable 54,803
Assigned 3,297,591
Unassigned 353,041
3,705,435

$ 4,600,428

See accompanying notes to financial statements.
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Roberto Clemente Charter School
Reconciliation of the Balance Sheet of Governmental Funds
To the Statement of Net Position

June 30, 2018
Total Fund Balance for Governmental Funds $ 3,705,435
Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. These assets consist of:
Leasehold improvements 1,150,538
Furniture and equipment 1,320,964
Accumulated depreciation and amortization (1,578,024)
893,478
Long-term liabilities that pertain to governmental funds are not due and
payable in the current period and therefore are not reported as fund
liabilities. All liabilities, both current and long-term, are reported in the
statement of net position. Long-term liabilities at year end consist of:
Net OPEB liability (339,356)
Net pension liability (8,106,189)
Deferred outflows and inflows or resources related to pensions are
applicable to future periods and, therefore, are not reported in the funds.
Deferred inflows related to pensions (1,177,168)
Deferred outflows related to pensions 2,685,918

Total Net Position of Governmental Activities

See accompanying notes to financial statements.
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$  (2,337,882)




Roberto Clemente Charter School
Statement of Revenues, Expenditures, and Changes in Fund Balance-
Governmental Funds

Year Ended June 30, 2018
General
Fund
Revenues
Local cducation agency assistance $ 7,017,943
Federal sources 909,884
State sources 120,608
Other sources 17,435
Total revenues 8,065,870
Expenditures
Instruction 3,563,787
Support services 3,377,724
Noninstructional services 80,049
Capital outlay 363,507
Total expenditures 7,385,067
Excess of Revenues Over Expenditures 680,803
Other Financing Sources
Interfund transfers in 33,208
Net Change in Fund Balance 714,011
Fund Balance - Beginning of Year 2,991,424
Fund Balance - End of Year $ 3,705,435

See accompanying notes to financial statements.
12



Roberto Clemente Charter School

Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds to the
Statement of Activities

Year Ended June 30, 2018

Net Change in Fund Balances - Total Governmental Funds

Capital outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is allocated
over their estimated useful lives as depreciation and amortization cxpcnsc.
This is the amount by which capital outlays exceeds depreciation in the
current period.

Capital outlays
Depreciation and amortization expense

Governmental funds report School pension contributions as expenditures.
However in the statement of activities, the cost of pension benefits earned net
of employee contributions is reported as pension expense.

School pension contributions
Cost of benefits earned net of employee contributions

Change in Net Position of Governmental Activities

See accompanying notes to financial statements.
13

$ 714,011
363,507
(151,339)
212,168
707,972
(969,681)
(261,709)
$ 664,470



Roberto Clemente Charter School
Statement of Net Position

Proprietary Fund
June 30, 2018

Assets
Federal subsidies receivable
State subsidies receivable
Prepaid expenses
Property and equipment, net

Total assets

Deferred Outflows of Resources
Deferred outflows related to pensions

Liabilities
Accounts payable
Accrued expenses
Net OPEB liability
Net pension liabilitiy

Total liabilities

Deferred Inflows of Resources
Deferred inflows related to pensions

Net Position

Invested in capital assets, net of related debt

Unrestricted

Enterprise
Fund
Food

Service Fund

$ 21,979
1,005

38

15,185

38,207

52,608

10,388
9,480
6,644

289,811

316,323
23,044
15,185

(263,737)

$  (248,552)

See accompanying notes to financial statements,
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Roberto Clemente Charter School
Statement of Revenues, Expenditures, and Changes in Net Position

Proprietary Fund
Year Ended June 30, 2018

Operating Income
Food service revenue

Operating Expenses
Food
Salaries and benefits
Supplies

Other expenses
Depreciation expense

Operating loss

Nonoperating Revenues
Federal and state grants

Income before interfund transfers
Interfund transfers out

Change in Net Position

Net Position - Beginning of Year

Net Position - End of Year

Enterprise
Fund

Food
Service Fund

663

293,959
134,828
33,136
14,793
4,391

481,107

(480,444)

473,665

(6,779)

(33,208)

(39,987)

(208,565)

$

(248,552)

See accompanying notes to financial statements.
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Roberto Clemente Charter School
Statement of Cash Flows

Proprietary Fund
Year Ended June 30, 2018

Enterprise
Fund
Food

Cash Flows From Operating Activities

Cash received for meals $ 12,843

Payments to suppliers (333,987)

Payments to employees (128,549)
Net cash used in operating activities (449,693)

Cash Flows From Noncapital Financing Activities

Cash received from federal and state grants 493,368
Transfer from other fund (33,208)
Net cash provided by noncapital financing activities 460,160

Cash Flows From Capital and Related Financing Activities
Purchases of capital assets (10,467)

Net cash used in capital and related financing activities (10,467)
Net increase in cash and cash equivalents -
Cash and cash equivalents, beginning of year -
Cash and cash equivalents, end of year $

Reconciliation of Operating Loss to Net Cash Used In Operating Activities

Operating loss $ (480,444)

Adjustments to reconcile operating loss to net cash used in operating activites:

Changes in operating assets and liabilties:
Depreciation expense 4,391
Donated food included in expense 19,429
Prepaid expenses 3)
Other receivable 12,180
Accounts payable and accrued expenses (10,379)
Pension and OPEB related items 5,133

Net cash used in operating activites $ (449,693)

See accompanying notes to financial statements.
16



Roberto Clemente Charter School
Statement of Fiduciary Net Assets

Fiduciary Fund
June 30, 2018
Agency
Fund
Assets
Cash and cash equivalents $ 2,942
Liabilities
Other current liabilities $ 2,942

See accompanying notes to financial statements.

17



Roberto Clemente Charter School
Notes to Financial Statements
June 30, 2018

Note 1

Background and Summary of Significant Accounting Policies

Roberto Clemente Charter School (the School) is organized as a nonprofit corporation in Pennsylvania to
operate a charter school in accordance with Pennsylvania Act 22 of 1997. The School was granted a
renewal of the charter which ends on June 30, 2020. The charter may be renewed by a majority vote of
the Board of School Directors for additional five-year periods upon expiration.

The financial statements of the School have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the School’s
accounting policies are described below.

Government-Wide and Fund Financial Statements

The government-wide financial statements (the statement of net position and the statement of activities)
report on the School as a whole. The statement of activities demonstrates the degree to which the direct
expenses of the School’s function are offset by program revenues.

The fund financial statements (governmental fund balance sheet and statement of governmental fund
revenues, expenditures and changes in fund balance) report on the School’s general fund.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Financial Statements:

The government-wide financial statements are prepared using the economic resources measurement focus
and the accrual basis of accounting as are the proprietary fund financial statements. Revenues are
recorded when earned and expenses are recorded when a liability is incurred regardless of the timing of
the related cash flows. Grants and similar items are recognized as soon as all eligibility requirements
imposed by the provider have been met.

Fund Financial Statements

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
School considers revenues to be available if they are collected within 60 days of the end of the current
period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.

The funds utilized by the School and brief descriptions of their accounting purposes are as follows:

18



Roberto Clemente Charter School
Notes to Financial Statements
June 30, 2018

Note1 Background and Summary of Significant Accounting Policies (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Cont'd)

Governmental Fund - The fund listed below is the fund through which most governmental
functions are furnished.

General Fund — The General Fund is the operaling [und of the School and accounts for all
revenues and expenditures of the School.

Proprietary Fund - The focus of proprietary fund measurement is upon determination of
operating income, changes in net position, financial position, and cash flows. The generally
accepted accounting principles applicable are those similar to businesses in the private
seclor. The following is a description of the proprietary fund of the School:

Enterprise funds are required to be used to account for operations for which a fee is charged
to external users for goods or services, and the activity (a) is financed with debt that is solely
secured by a pledge of the net revenues (b) has third party requirements that the cost of
providing services, including capital costs, be recovered with fees and charges or (c)
establishes fees and charges based on a pricing policy designed to recover similar costs.

Fiduciary Funds

Trust and Agency Funds - Trust and Agency Funds are used to account for assets held by the
School in a trustee capacity or as an agent for individuals. Agency Funds are custodial in
nature (assets equal liabilities) and do not involve measurement of results of operations.
Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the School's own programs. The School
does not maintain any Trust Funds but maintains Agency Funds for the Activity Funds of
student clubs, classes and organizations.

Amounts reported as program revenues include a per-student subsidy from local school districts as well as
federal and state grants. Internally dedicated resources are reported as general revenues rather than as
program revenues.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operations.
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Note 1

Background and Summary of Significant Accounting Policies (Continued)

Method of Accounting

The School has adopted the provision of Statement No. 34 (“Statement 34”) of the Governmental
Accounting Standards Board “Basic Financial Statements — and Managements’ Discussion and Analysis
— for State and Local Governments.” Statement 34 established standards for external financial reporting
for all state and local governmental entities, which includes a statement of net position and a statement of
activities. It requires the classification of net position into three components — invested in capital assets,
net of related debt; restricted; and unrestricted. These calculations are defined as follows:

Invested in capital assets, net of related debt — This component of net position consists of
capital assets, including restricted capital assets, net of accumulated depreciation and reduced
by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are

— attributable to the acquisition, construction, or improvement of those assets. If there are
significant unspent related debt proceeds at year-end, the portion of the debt attributable to
the unspent proceeds are not included in the calculation of invested in capital assets, net of
related debt. Rather, that portion of the debt is included in the same net assets component as
the unspent proceeds.

Restricted — This component of net position consists of constraints placed on asset use

= through external constraints imposed by creditors such as through debt covenants, grantors,
contributors, or laws or regulations of other governments or constraints imposed by law
through constitutional provisions or enabling legislation.

Unrestricted net position — This component of net position typically includes unrestricted
liquid assets.

When both restricted and unrestricted resources are available for use, it is the School's policy to use
restricted resources first, then unrestricted resources as they are needed for the included program.

Fund Balances - Governmental Funds

The School implemented GASB No. 54, Fund Balance Reporting and Governmental Type Definition In
the fund financial statements, governmental funds report the following classifications of fund balance:

Nonspendable - includes amounts that cannot be spent because they are either not spendable
in form or are legally or contractually required to be maintained intact. The School classified
prepaid expenses as being nonspendable as these items are not expected to be converted to
cash.

- Restricted - included amounts restricted by external sources, such as creditors or grantors, or
by constitutional provision or enabling legislation.
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Note 1 Background and Summary of Significant Accounting Policies (Continued)
Fund Balances - Governmental Funds (Continued)

— Committed - includes amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the Board of Trustees.

Assigned - includes amounts that the School intends to use for a specific purpose, but do not
meet the definition of restricted or committed fund balance. The School assigned $3,297,591
of the fund balance as follows:

a) $882,591 for capital expenditures

b) $40,000 for technology updates/replacements
¢) $2,200,000 for a 3 month operating reserve

d) $125,000 for a reserve against budget shortfalls
e) $50,000 for a board designated emergency

Unassigned - includes all amounts that are not included in other spendable classifications.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is
available, the School considers restricted funds to have been spent first. When an expenditure is incurred
for which committed, assigned, or unassigned fund balances are available, the School considers amounts
to have been spent first out of committed funds, then assigned funds, and finally unassigned funds, as
needed, unless the Board of Trustees has provided otherwise in its commitment or assignment actions.

Budgets and Budgetary Accounting

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United
States of America. An annual budget is adopted for the General Fund.

The Budgetary Comparison Schedule should present both the original and the final appropriated budgets
for the reporting period.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Cash

The School's cash is considered to be cash on hand and demand deposits.
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Note 1

Background and Summary of Significant Accounting Policies (Continued)

Concentration of Credit Risk

Periodically, the School may maintain deposits in excess of the Federal Deposit Insurance Corporation’s
limit of $250,000, with financial institutions.

Capital Assets

Capital assets, which include property, plant and equipment, are reported in the government-wide
financial statements. All capital assets are capitalized at cost and updated for additions and retirements
during the year. The School does not possess any infrastructure.

Improvements are capitalized; the cost of normal maintenance and repairs that do not add to the value of
the asset or materially extend an asset’s life are not. The School established a threshold of $500 for
capitalization of depreciable assets. Similar items purchased in the same timeframe and items related to
the same project or purchase can be pooled together for capitalization and depreciation. Capital assets of
the School are depreciated using the straight-line method over the useful lives of the assets; leasehold
improvements (15-25 years), and furniture and equipment (5 years).

Deferred Outflows/Inflows of Resources

The statement of net position includes four components: assets, deferred outflows of resources, liabilities,
and deferred inflows of resources.

Deferred outflows of resources represent a consumption of net assets that applies to a future period and so
will not be recognized as an outflow of resources (expense/expenditure) until then.

Deferred inflows of resources represent an acquisition of net assets that applies to a future period and so
will not be recognized as an inflow of resources (revenue) until that time.

Advertising Costs

All costs associated with advertising and promotions are recorded as expenditures in the year incurred.
Income Tax Status

The School is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Service
Code. The School adopted the provisions of ASC 740-10, Accounting for Uncertainty in Income Taxes .
Management evaluated the School's tax positions and concluded that the School had taken no uncertain
tax positions that require adjustment to the financial statements to comply with the provisions of this
guidance. The School files a Return of Organizations Exempt from Income Tax annually. The School's
returns for 2015, 2016, and 2017 are subject to examination by the IRS, generally for three years after
they were filed.
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Note 1

Background and Summary of Significant Accounting Policies (Continued)
Transfers

Transfers are used to move revenues from the fund that statute or budget requires to collect them to the
fund that statute or budget requires to expend them and to move unrestricted revenue collected in the
general fund to finance various programs accounted for in other funds in accordance with budgetary
authorizations.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pensions, and pension expense, information about the fiduciary net position of the
Public School Employees' Retirement System (PSERS) and additions to/deductions from PSERS's
fiduciary net position have been determined on the same hasis as they are reported by PSERS. For this
purpose, benefit payments (including refunds of employee contributions) are recognized when due and
payable in accordance with the benefit terms investments are reported at fair value.

General Information About the Pension Plan

Plan Description

PSERS is a governmental cost-sharing multi-employer defined benefit pension plan that provides
retirement benefits to public school employees of the Commonwealth of Pennsylvania. The members
eligible to participate in the System include all full-time public school employees, part-time hourly public
school employees who render at least 500 hours of service in the school year, and part-time per diem
public school employees who render at least 80 days of service in the school year in any of the reporting
entities in Pennsylvania. PSERS issues a publicly available financial report that can be obtained at
WWVV.psers.state.pa.us.

Benefits Provided

PSERS provides retirement, disability, and death benefits. Members are eligible for monthly retirement
benefits upon reaching (a) age 62 with at least | year of credited service; (b) age 60 with 30 or more years
of credited service; or (c¢) 35 or more years of service regardless of age. Act 120 of 2010 (Act 120)
preserves the benefits of existing members and introduced benefit reductions for individuals who become
new members on or after July 1, 2011. Act 120 created two new membership classes, Membership Class
T-E (Class T-E) and Membership Class T-F (Class T-F). To qualify for normal retirement, Class T-E and
Class T-F members must work until age 65 with a minimum of 3 years of service or attain a total
combination of age and service that is equal to or greater than 92 with a minimum of 35 years of service.
Benefits are generally equal to 2% or 2.5%, depending upon membership class, of the member's final
average salary (as defined in the Code) multiplied by the number of years of credited service.
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Note 1

Background and Summary of Significant Accounting Policies (Continued)
Pensions (Continued)

For members whose membership started prior to July 1, 2011, after completion of five years of service, a
member's right to the defined benefits is vested and early retirement benefits may be elected. For Class T-
E and Class T-F members, the right to benefits is vested after ten years of service.

Participants are eligible for disability retirement benefits after completion of five years of credited
service. Such benefits are generally equal to 2% or 2.5%, depending upon membership class, of the
member's final average salary (as defined in the Code) multiplied by the number of years of credited
service, but not less than one-third of such salary nor greater than the benefit the member would have had
at normal retirement age. Members over normal retirement age may apply for disability benefits.

Death benefits are payable upon the death of an active member who has reached age 62 with at least one
year of credited service (age 65 with at least three years of credited service for Class T-E and Class T-F
members) or who has at least five years of credited service (ten years for Class T-E and Class T-F
members). Such benefits are actuarially equivalent to the benefit that would have been effective if the
member had retired on the day before death.

Contributions

Member Contributions:

Active members who joined the System prior to July 22, 1983, contribute at 5.25% (Membership Class T-
C) or at 6.50% (Membership Class T-D) of the member's qualifying compensation.

Members who joined the System on or after July 22, 1983, and who were active or inactive as of July 1,
2001, contribute at 6.25% (Membership Class T-C) or at 7.50% (Membership Class T-D) of the member's
qualifying compensation.

Members who joined the System after June 30, 2001 and before July 1, 2011, contribute at 7.50%
(automatic Membership Class T-D). For all new hires and for members who elected Class T-D
membership, the higher contribution rates began with service rendered on or after January 1, 2002.

Members who joined the System after June 30, 2011, automatically contribute at the Membership Class T-
E rate of 7.5% (base rate) of the member's qualifying compensation. All new hires after June 30, 2011,
who elect Class T-F membership, contribute at 10.3% (base rate) of the member's qualifying
compensation. Membership Class T-E and Class T-F are affected by a "shared risk,, provision in Act 120
of 2010 that in future fiscal years could cause the Membership Class T-E contribution rate to fluctuate
between 7.5% and 9.5% and Membership Class T-F contribution rate to fluctuate between 10.3% and
12.3%.
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Note 1

Background and Summary of Significant Accounting Policies (Continued)
Pensions (Continued)
Employer Contributions:

The School's contractually required contribution rate for fiscal year ended June 30, 2018 was 31.74% of
covered payroll, actuarially determined as an amount that, when combined with employee contributions,
is expected to finance the costs of benefits earned by employees during the year, with an additional
amount to finance any unfunded accrued liability. Contributions to the pension plan from the School were
$703,464 for the year ended June 30, 2018.

Other Postemployment Benefits

For purposes of measuring the nct OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, information about the fiduciary net position of the Public
School Employees' Retirement System (PSERS) and additions to/deductions from PSERS's fiduciary net
position have been determined on the same basis as they are reported by PSERS. For this purpose, benefit
payments are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.

General Information about the Health Insurance Premium Assistance Program

Health Insurance Premium Assistance Program

The System provides Premium Assistance which, is a governmental cost sharing, multiple-employer other
postemployment benefit plan (OPEB) for all eligible retirees who qualify and elect to participate.
Employer contribution rates for Premium Assistance are established to provide reserves in the Health
Insurance Account that are sufficient for the payment of Premium Assistance benefits for each succeeding
year, Effective January 1, 2002 under the provisions of Act 9 of 2001, participating eligible retirees are
entitled to receive premium assistance payments equal to the lesser of $100 per month or their out-of-
pocket monthly health insurance premium. To receive premium assistance, eligible retirees must obtain
their health insurance through either their school employer or the PSERS' Health Options Program. As of
June 30, 2017 there were no assumed future benefit increases to participating eligible retirees.

Premium Assistance Eligibility Criteria

Retirees of the System can participate in the Premium Assistance program if they satisfy the following
criteria:

- Have 24.5 or more years of service, or

- Are a disability retiree, or

- Have 15 or more years of service and retired after reaching superannuation age, and
- Participate of the HOP or employer-sponsored health insurance program.
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Note 1

Note 2

Note 3

Background and Summary of Significant Accounting Policies (Continued)
Other Postemployment Benefits (Continued)

Pension Plan Description

PSERS is a governmental cost-sharing multiple-employer defined benefit pension plan that provides
retirement benetits to public school employees of the Commonwealth of Pennsylvania. 'I'he members
eligible to participate in the System include all full-time public school employees, part-time hourly public
school employees who render at least 500 hours of service in the school year, and part-time per diem
public school employees who render at least 80 days of service in the school year in any of the reporting
entities in Pennsylvania. PSERS issues a publicly available financial report that can be obtained at
WWW.PSELS.pa.gov.

Benefits Provided

Participating eligible retirees are entitled to receive premium assistance payments equal to the lesser of
$100 per month or their out-of-pocket monthly health insurance premium. To receive premium
assistance, eligible retirees must obtain their health insurance through either their school employer or the
PSERS' Health Options Program. As of June 30, 2017 there were no assumed future benefit increases to
participating eligible retirees.

Employer Contributions

The School's contractually required contribution rate for the fiscal year ended June 30, 2018 was 0.83%
of covered payroll, actuarially determined as an amount that, when combined with employee
contributions, is expected to finance the costs of benefits earned by employees during the year, with an
additional amount to finance any unfunded accrued liability. Contributions to the OPEB plan from the
School were $18,396 for the year ended June 30, 2018.

Cash

The School’s cash and cash equivalents balance at June 30, 2018, was $3,169,493. The actual amount of
cash on deposit in the School's bank accounts at June 30, 2018 was $3,172,958. Of the amount held at the
bank, $500,000 was insured by the Federal Deposit Insurance Corporation (FDIC) and $2,672,958 was
uninsured and uncollateralized at June 30, 2018.

Custodial Credit Risk-Deposits
Custodial credit risk is the risk than in the event of a bank failure, the School's uninsured deposits may not
be returned. The School does not have a policy for custodial credit risk.

Receivables

Receivables as of June 30, 2018 consist primarily of subsidies from federal and state authorities. All
receivables are considered collectible due to the stable condition of these programs.
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Note 4 Capital Assets
Capital asset activity for the year ended June 30, 2018 was as follows:
Balance, Balance,
7/1/17 Additions Deletions 6/30/18
Governmental activities
Leasehold improvements $ 962272 § 142,868 §$ - $1,105,140
Furniture and equipment 1,145,724 220,639 - 1,366,363
Business-type activities
Furniture and equipment 25,013 10,467 - 35,480
2,133,009 373,974 - 2,506,983
Lcss: accumulated depreciation 1,442,590 155,730 - 1,598,320
§ 690419 § 218,244 § - $ 908,663
Note 5 Lines of Credit
The School maintained two lines of credit for $200,000 each (the Lines) from BB&T Bank for working
capital purposes. Interest on the Lines was payable at 1% in excess of the Wall Street Prime Rate. There
was no interest expense or activity for the year ended June 30, 2018. The Lines were subsequently
closed.
Note 6 Interfund Transfers
Operating transfers in/out to other funds consists of the following:
Transfer Transfer
In Out
General fund $ 33,208 $ =
Food service fund = 33,208
5 33,208 $ 33,208
Note 7 Funding

The School receives funding mainly from the Allentown School District on a monthly basis based on
enrollment. The rate of funding per student is determined on an annual basis. The School also received
federal funding through the Title I, Title 11, Title III, Title IV and 21st Century Learning Communities
grants.
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Note 8

Note 9

Commitments & Contingencies

The School leases two facilities under rental agreements with Hispanic American Organization, Inc.
(HAO) expiring June 30, 2021, with additional renewal terms. Rent expense was $625,494 for the year
ended June 30, 2018. The School also leases office equipment under various leases expiring through
October 2022.

Future minimum lease payments are as follows as of June 30, 2018:

Year Ending June 30, Facilities  Equipment Total
2019 $ 625494 § 32,855 $ 658,349
2020 625,494 20,793 646,287
2021 625,494 18,848 644,342
2022 18,200 18,200
2023 4,193 4.193

$ 1,876,482 § 94889 $1.971.371

On July 16, 2015, the Auditor General's office from the Commonwealth of Pennsylvania released a
performance report which made a finding that the School improperly received $290,390 in state lease
reimbursement funds for the years 2006-2011. The School disagreed with the finding and contacted the
PA Department of Education (PDE). On December 8, 2017, PDE responded to the School's inquiry
regarding the performance audit finding. Though PDE did not confirm its intentions of the funds in
question, it did provide the requirements to apply for the lease reimbursement which School management
and legal counsel believe the School met, and accordingly were entitled to receive those funds.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions

At June 30, 2018, the School reported a liability of $8,396,000 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2017, and the total pension
liability used to calculate the net pension liability was determined by rolling forward the System's total
pension liability as of June 30, 2016 to June 30, 2017. The School's proportion of the net pension liability
was calculated utilizing the employer's one-year reported covered payroll as it relates to the total one-year
reported covered payroll. At June 30, 2018, the School's proportion was 0.017 % percent, which was a
decrease of .0004% from its proportion measured as of June 30, 2017.

For the year ended June 30, 2018, the School recognized pension expense of $975,674. At June 30, 2018,
the School reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources:
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Note 9 Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows

Note 10

of Resources Related to Pensions (Continued)

Deferred Outflows

Deferred Inflows

of Resources of Resources

Difference between expected and actual
experience $ 87,000 $ 51,000
Net difference between projected and actual
investment earnings 195,000 -
Changes of assumptions 228,000
Changes in proportion 1,489,000 1,126,000
Difference between employer contributions and
proportionate share of total contributions 17,666
Contributions subsequent to the measurement
date 703,464

§ 2,720,130 $1,177,000

The $703,464 reported as deferred outflows of resources related to pensions resulting from School
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ended June 30, 2018. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows:

Year Ended
June 30:
2019 $ 214,489
2020 394211
2021 290,679
2022 (59,980)
2023 266

Changes in Actuarial Assumptions

The total pension liability as of June 30, 2017 was determined by rolling forward the System's total
pension liability as of June 30, 2016 to June 30, 2017 using the following actuarial assumptions, applied

to all periods included in the measurement:

- Actuarial cost method - Entry Age Normal - level % of pay.
= Investment return - 7.25%, includes inflation at 2.75%.

Salary growth - Effective average of 5.00%, comprised of inflation 0f2.75% and 2.25% for

real wage growth and for merit or seniority increases.
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Note 10 Changes in Actuarial Assumptions (Continued)

Mortality rates were based on the RP-2014 Mortality Tables for Males and Females, adjusted
- to reflect PSERS' experience and projected using a modified version of the MP-2015
Mortality Improvement Scale.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate 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.

The pension plan's policy in regard to the allocation of invested plan assets is established and may be
amended by the Board. Plan assets are managed with a long-term objective of achieving and maintaining
a fully funded status for the benefits provided through the pension.

Target Long-Term Expected Real

Asset Class Allocation Rate of Return
Global public equity 20.0% 5.1%
Fixed income 36.0% 2.6%
Commodities 8.0% 3.0%
Absolute return 10.0% 3.4%
Risk parity 10.0% 3.8%
Infrastructure/MLPs 8.0% 4.8%
Real estate 10.0% 3.6%
Alternative investments 15.0% 6.2%
Cash 3.0% 0.6%
Financing (LIBOR) -20.0% 1.1%
100%

The above was the Board's adopted asset allocation policy and best estimates of geometric real rates of
return for each major asset class as of June 30, 2017.

Discount Rate

The discount rate used to measure the total pension liability was 7.25%. The projection of cash flows used
to determine the discount rate assumed that contributions from plan members will be made at the current
contribution rate and that contributions from employers will be made at contractually required rates,
actuarially determined. Based on those assumptions, the pension plan's fiduciary net position was
projected to be available to make all projected 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.

30



Roberto Clemente Charter School
Notes to Financial Statements
June 30,2018

Note 10 Changes in Actuarial Assumptions (Continued)

Note 11

Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate

The following presents the net pension liability, calculated using the discount rate of 7.25%, as well as
what the net pension liability would be if it were calculated using a discount rate that is 1-percentage point
lower (6.25%) or 1-percentage-point higher (8.25%) than the current rate:

Current 1%
1% Decreasc Discount Increase
6.25% Rate 7.25% 8.25%
School's proportionate share of the net pension
liability $ 10,334,000 § 8,396,000 $ 6,759,000

Pension Plan Fiduciary Net Position

Detailed information about PSERS' fiduciary net position is available in PSERS Comprehensive Annual
Financial Report which can be found on the System's website at www.psers.state.pa.us.

Pavables to the Pension Plan

As of June 30, 2018 $174,332 was due to the pension plan for contractually required contributions.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to OPEB

At June 30, 2018, the School reported a liability of $346,000 for its proportionate share of the net OPEB
liability. The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to
calculate the net OPEB liability was determined by rolling forward the System's total OPEB liability as of
June 30, 2016 to June 30, 2017. The School's proportion of the net OPEB liability was calculated utilizing
the employer's one-year reported covered payroll as it relates to the total one-year reported covered
payroll. At June 30, 2018, the School's proportion was .017 percent, which was a decrease of .0004 from
its proportion measured as of June 30, 2017.

For the year ended June 30, 2018, the School recognized OPEB expense of $13,010. At June 30, 2018,
the School reported deferred outflows of resources and deferred inflows of resources related to OPEB
from the following sources:
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Note 11 OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows

Note 12

of Resources Related to OPEB (Continued)

Deferred Outflows

Deferred Inflows

of Resources of Resources

Changes in proportion $ - $ 7,000
Changes of assumptions - 16,000
Difference between employer contributions and
proportionate share of total contributions - 212
Contributions subsequent to the measurement
date 18,396 -

h 18,396 $ 23212

The $18,396 reported as deferred outflows of resources related to OPEB resulting from School
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB
liability in the year ended June 30, 2018. Other amounts reported as deferred outflows of resources and

deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows:

Year Ended
June 30:
2019 $ (4,053)
2020 (4,053)
2021 (4,053)
2022 (4,053)
2023 (4,000)
Thereafter (3,000)

Actuarial Assumptions

The Total OPEB Liability as of June 30, 2017, was determined by rolling forward the System's Total
OPEB Liability as of June 30, 2016 to June 30, 2017 using the following actuarial assumptions, applied to

all periods included in the measurement:

- Actuarial cost method - Entry Age Normal - level % of pay.
- Investment return - 3.13% - S&P 20 Year Municipal Bond Rate.

Salary growth - Effective average of 5.00%, comprised of inflation of 2.75% and 2.25% for

real wage growth and for merit or seniority increases.
- Premium Assistance reimbursement is capped at $1,200 per year.

Assumed Healthcare cost trends were applied to retirees with less than $1,200 in premium

assistance per year.

Mortality rates were based on the RP-2014 Mortality Tables for Males and Females, adjusted
- to reflect PSERS' experience and projected using a modified version of the MP-2015

Mortality Improvement Scale.
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Note 12 Actuarial Assumptions (Continued)

- Participation rate:
- Eligible retirees will elect to participate Pre age 65 at 50%
- Eligible retirees will elect to participate Post age 65 at 70%

The following assumptions were used to determine the contribution rate:

The results of the actuarial valuation as of June 30, 2015 determined the employer
contribution rate for fiscal year 2017.

Cost Method: Amount necessary to assure solvency of Premium Assistance through the third
fiscal year after the valuation date.

- Asset valuation method: Market Value.

- Participation rate: 63% of eligible retirees are assumed to elect premium assistance.
Mortality rates and retirement ages were based on the RP-2000 Combined Healthy Annuitant
Tables with age set back 3 for both males and females for healthy annuitants and for
dependent beneficiaries. For disabled annuitants, the RP-2000 Combined Disabled Tables

- with age set back 7 years for males and 3 years for females for disabled annuitants. (A
unisex table based on the RP-2000 Combined Healthy Annuitant Tables with age set back 3
years for both genders assuming the population consists of 25% males and 75% females is
used to determine actuarial equivalent benefits.)

Investments consist primarily of short term assets designed to protect the principal of the plan assets. The
expected rate of return on OPEB plan investments was determined using the OPEB asset allocation policy
and best estimates of geometric real rates of return for each asset class.

The OPEB plan's policy in regard to the allocation of invested plan assets is established and may be
amended by the Board. Under the program, as defined in the retirement code employer contribution rates
for Premium Assistance are established to provide reserves in the Health Insurance Account that are
sufficient for the payment of Premium Assistance benefits for each succeeding year.

Target Long-Term Expected Real

OPEB - Asset Class Allocation Rate of Return

Cash 76.4% 0.6%

Fixed income 23.6% 1.5%
100%

The above was the Board's adopted asset allocation policy and best estimates of geometrical real rates of
return for each major asset class as of June 30, 2017.
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Note 12 Actuarial Assumptions (Continued)

Discount rate

The discount rate used to measure the Total OPEB Liability was 3.13%. Under the plan's funding policy,
contributions are structured for short term funding of Premium Assistance. The funding policy sets
contribution rates necessary to assure solvency of Premium Assistance through the third fiscal year after
the actuarial valuation date. The Premium Assistance account is funded to establish reserves that are
sufficient for the payment of Premium Assistance benefits for each succeeding year. Due to the short term
funding policy, the OPEB plan's fiduciary net position was not projected to be sufficient to meet projected
future benefit payments, therefore the plan is considered a "pay-as-you-go" plan. A discount rate of 3.13%
which represents the S&P 20 year Municipal Bond Rate at June 30, 2017, was applied to all projected
benefit payments to measure the total OPEB liability.

Sensitivity of the System Net OPEB Liability to Change in Healthcare Cost Trend Rates

Healthcare cost trends were applied to retirees receiving less than $1,200 in annual Premium Assistance.
As of June 30, 2017, retirees Premium Assistance benefits are not subject to future healthcare cost
increases. The annual Premium Assistance reimbursement for qualifying retirees is capped at a maximum
of $1,200. As of June 30, 2016, 91,797 retirees were receiving the maximum amount allowed of $1,200
per year. As of June 30, 2016, 1,354 members were receiving less than the maximum amount allowed of
$1,200 per year. The actual number of retirees receiving less than the $1,200 per year cap is a small
percentage of the total population and has a minimal impact on Healthcare Cost Trends as depicted
below.

The following presents the System net OPEB liability for June 30, 2017, calculated using current
Healthcare cost trends as well as what the System net OPEB liability would be if health care cost trends
were 1 percentage point lower or | percentage point higher than the current rate:

Dollar Amounts in Thousands

Current
Trend
1% Decrease Rate 1% Increase
System net OPEB liability $ 346,000 $ 346,000 $ 346,000

Sensitivity of the School's proportionate share of the net OPEB liabilily (o ¢hanges in the discount

rate
Current 1%
1% Decrease  Discount Increase
2.13% 3.13% 4.13%
School's proportionate share of the net OPEB
liability $ 393,000 $ 346,000 $ 307,000
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Note 12

Note 13

Note 14

Note 15

Note 16

Actuarial Assumptions (Continued)

OPEB plan fiduciary net position

Detailed information about PSERS' fiduciary net position is available in PSERS Comprehensive Annual
Financial Report which can be found on the System's website at www.psers.pa.gov.

Retirement Plan

In addition to the PSERS plan, the School also provides an alternative plan for full-time employees that
do not participate in PSERS through the Roberto Clemente Charter School 403(b) Plan. Non-PSERS
employees participate from the date of employment, with a mandatory minimum contribution of 5%. The
School will match the employees' contributions dollar for dollar up to 5% of their compensation. School
contributions to the plan for the year ended June 30, 2018 were $74,808.

Grants

The School participates in numerous state and federal grant programs, which are governed by various
rules and regulations of the grantor agencies. Costs charged to the respective grant programs are subject
to audit and adjustment by the grantor agencies; therefore, to the extent that the School has not complied
with the rules and regulations governing the grants, refunds of any money received may be required and
the collectability of any related receivable at June 30, 2018 may be impaired. In the opinion of the
School, 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 financial
statements for such contingencies.

Risk Management

The School is exposed to various risks of loss related to torts: theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The School carries commercial
insurance for such risks.

Accounting Changes Related to Government Combinations

Effective July 1, 2017, Roberto Clemente Elementary Charter School (RCECS) surrendered its charter
with the Allentown School District and the School's charter was amended to include kindergarten through
fifth grade, effectively merging the two schools. ‘The initial opening balances of RCECS' assets, deferred
outflows of resources, liabilities, deferred inflows of resources, and net position, as of the beginning of
the year were determined based on the carrying values reported in the financial statements of RCECS as
of June 30, 2017. The merger of RCECS resulted in a restatement of opening net position in the
Statement of Activities. The following is a schedule of the adjusted balances recorded as of the merger
date:
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Roberto Clemente Charter School
Notes to Financial Statements

June 30,2018
Note 16 Accounting Changes Related to Government Combinations (Continued)
RCCS RCECS Total
Assets
Current assets $ 1,753,821 $ 2,153,139 $ 3,906,960
Capital assets 187,255 503,164 690,419
Total assets 1.941.076 2.656,303 4.597.379
Deferred outflows of resources 1,029,823 1,841,334 2,871,157
Liabilitics
Current liabilities 419,138 452,314 871,452
Non-current liabilities 6.669,000 2,329,000 8,998,000
Total liabilities 7,088,138 2,781,314 9,869,452
Deferred inflows of resources 791,000 19,000 810,000
Net position
Invested in capital assets 187,255 503,164 690,419
Unrestricted (5.095.494) 1.194.159 (3.901.335)
Total net position $ (4,908,239) $ 1,697,323 $ (3,210,916)
Note 17 Change in Accounting Principle
During the current year the School implemented GASB Statement No. 75 Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions. This statement changes the accounting for
OPEB by recording the School's portion of net OPEB liability and deferred inflows and outflows related
to OPEB. As a result of implementing this statement, a prior period adjustment is required for the
beginning net OPEB liability and deferred outflows for the School's contributions made during fiscal year
2017.
As of July 1, 2017, net position has been restated as follows:
Net position, beginning of year, as previously stated $ (4,552,037)
Net OPEB liability (375,000)
Deferred outflows - School's contributions made during fiscal year 2017 18,798
Net position as restated, July 1, 2017 $ (4,908,239)
Note 18 Subsequent Events

In August 2018, the School purchased a building in Allentown, Pennsylvania for $475,000 to be used for
administrative offices.
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Note 18 Subsequent Events (Continued)

In October 2018, the School opened a $400,000 line of credit (the Line) with New Tripoli Bank for
working capital purposes. The Line accrues interest at the Wall Street Journal prime rate and expires in
October 2019.
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Roberto Clemente Charter School
Governmental Fund Budgetary Comparison Schedule

Year Ended June 30, 2018
Actual
Budgeted Amounts Revenues/ Variance With
Original Final Expenditures Budget
Revenues
Local educational agency
assistance $ 6,436,500 $ 6,436,500 $ 7,017,943 $ 581,443

Federal sources 845,935 845,935 909,884 63,949

State sources 72,500 72,500 120,608 48,108

Other sources 11,000 11,000 17,435 6,435

Total revenues 7,365,935 7,365,935 8,065,870 699,935
Expenditures

Instruction 3,931,215 3,868,215 3,563,787 304,428

Support service 3,239,715 3,302,715 3,377,724 (75,009)

Noninstructional services 52,531 52,531 80,049 (27,518)

Capital outlay - 284,250 363,507 (79,257)

Total expenditures 7,223,461 7,507,711 7,385,067 122,644
Excess of Revneues Over

Expenditures 142,474 (141,776) 680,803 822,579
Other Financing Sources (Uses)

Interfund transfers in (out) (38,954) (38,954) 33,208 72,162
Net Change in Fund Balance 103,520 (180,730) 714,011 894,741
Fund Balance, Beginning 2,991,424 2,991,424 2,991,424
Fund Balance, Ending $ 3,094,944 $ 2,810,694 $ 3,705,435 $ 894,741

See accompanying notes to financial statements.
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Roberto Clemente Charter School
Schedule of the School's Proportionate Share of the Net
Pension Liability and Contributions

Last 10 Fiscal Years*

Schedule of the School's Proportionate Share of the Net Pension Liability

School's Plan
PSERS Net Pension Liability School's Proportionate Fiduciary
School's Covered Share of NPL as Net Position
School's Proportionate Employee a % of Covered- as a % of Total
Fiscal Year Proportion Share Payroll Employee Payroll Pension Liability
6/30/2013 0.0159% § 6,509,000 $ 2,038,760 319.26% 54.49%
6/30/2014 0.0150% $ 5,937,000 $§ 1,917,166 309.68% 57.24%
6/30/2015 0.0154% $ 6,670,000 $ 1,980,084 336.85% 54.36%
6/30/2016 0.0174% $ 8,623,000 $ 2,250,607 383.14% 50.14%
6/30/2017 0.0042% $ 8,396,000 § 2,257,211 371.96% 51.84%
Schedule of School Contributions
Contributions
as a % of Total

Contractually Contributions Contribution Covered- Covered-

Required Recognized by Deficiency Employee Employee
Fiscal Year Contributions PSERS (Excess) Payroll Payroll
6/30/2015 $ 408,547 $ 408,547 $ = 3 1,980,084 20.63%
6/30/2016 $ 556,698 $ 556,698 $ - $ 2,250,607 24.74%
6/30/2017 $ 661,311 $ 661,311 § - $ 2,257,211 29.30%
6/30/2018 $ 703,464 8 703,464 $ * $ 2,216,334 31.74%

* This schedule is presented to illustrate the requirement to show information for 10 years. However, until a
full 10-year trend is complete, available information is presented.

See accompanying notes to financial statements.
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Roberto Clemente Charter School
Schedule of the School's Proportionate Share of the Net
OPEB Liability and Contributions

Last 10 Fiscal Years*

Schedule of the School's Proportionate Share of the Net OPEB Liability

School's Plan
PSERS Net OPEB Liability School's Proportionate Fiduciary
School's Covered Share of OPEB as Net Position
School's Proportionate Employee a % of Covered- as a % of Total
Fiscal Year Proportion Share Payroll Employee Payroll  OPEB Liability
6/30/2016 0.0174%  § 375,000 $ 2,250,607 16.66% 5.47%
6/30/2017 0.0170%  $ 346,000 $ 2,257,211 15.33% 5.73%
Schedule of School Contributions
Contributions
as a % of Total
Contractually Contributions Contribution Covered- Covered-
Required Recognized by Deficiency Employee Employee
Fiscal Year Contributions PSERS (Excess) Payroll Payroll
6/30/2018 $ 18,396 $ 18,396 5 E: $ 2,216,334 0.83%

* This schedule is presented to illustrate the requirement to show information for 10 years. However, until a
full 10-year trend is complete, available information is presented.

See accompanying notes to financial statements.
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Roberto Clemente Charter School

Notes to Required Supplementary Information
Year Ended June 30, 2018

Note 1 Changes in Benefit Terms
None.
Note 2 Changes in Assumptions

None.
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Certified Public Accountants & Business Advisors

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

T'o the Board of Trustees
Roberto Clemente Charter School
Allentown, Pennsylvania

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 the governmental activities, the business-
type activities, and cach major fund of Roberto Clemente Charter School (the School) as of and for the year
ended June 30, 2018 and the related notes to the financial statements, which collectively comprise the School's
basic financial statements and have issucd our report thereon, dated January 28, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the School’s internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the School's internal control. Accordingly, we do not express an opinion on the effectiveness of
the School's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of 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. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.

Compliance and Other Matters
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As part of obtaining reasonable assurance about whether the School’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants, 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 no instances of
noncompliance that are required to be reported under Government Auditing Standards .

Purpose of this Report

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

Certified Public Accountants
Elkins Park, Pennsylvania

January 28, 2019
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Roberto Clemente Charter School
Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2018

Note 1

Note 2

Note 3

Note 4

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal award
activity of Roberto Clemente Charter School (the School) under programs of the federal government for
the year ended June 30, 2018. The information in this Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Because the Schedule presents only a selected portion of the operations of the School, it is not intended
to and does not present the financial position, changes in net assets, or cash flows of the School.

Summary of Significant Accounting Policies

(1) Expenditures reported on the Schedule are reported on the modified accrual basis of accounting.
Such expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.

(2) Pass-through entity identifying numbers are presented where available

Indirect Cost Rate

The School has elected not to use the 10% de minimis indirect cost rate allowed under the Uniform
Guidance.

Food Distribution

Nonmonetary assistance is reported in the Schedule at the fair market value of the commodities received
and disbursed.
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Certified Public Accountants & Business Advisors

Independent Auditor's Report on Compliance for
Each Major Program and on Internal Control Over
Compliance Required by the Uniform Guidance

To the Board of Trustees
Roberto Clemente Charter School
Allentown, Pennsylvania

Report on Compliance for Each Major Federal Program

We have audited Roberto Clemente Charter School's (the School) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect on each
of the School's major federal programs for the year ended June 30, 2018. The School’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 requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to expess an opinion on compliance for each of the School'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 the School’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 the School's compliance.

Opinion on Each major Federal Program
In our opinion, the School 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

June 30, 2018.

Report on Internal Control Over Compliance
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Management of the School 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 the School’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 the School'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 a
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.

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.

Certified Public Accountants
Elkins Park, Pennsylvania

January 28, 2019
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Roberto Clemente Charter School
Schedule of Findings and Questioned Costs
Year Ended June 30, 2018

Summary of Audit Results

l.

[

9.

The Independent Auditor's Report expresses an unmodified opinion on the basic financial
statements of Roberto Clemente Charter School.

No significant deficiencies relating to the audit of the financial statements are reported in the Report
on Compliance and on Internal Control over Financial Reporting.

No instances of noncompliance material to the financial statements of Roberto Clemente Charter
School which would be required to be reported in accordance with Government Auditing Standards
were disclosed during the audit.

No significant deficiencies relating to the audit of major federal award programs js reported in the
Reporl on Compliance with Requirements Applicable to Each Major Program and Internal Control
Over Compliance.

The independent auditors' report on compliance for the major federal award programs for Roberto
Clemente Charter School expresses an unmodified opinion.

There were no audit findings, which were required to be reported in accordance with 2 CFR section
200.516(a).

The program tested as a major program was the Child Nutrition Cluster, CFDA #10.555/10.553.
The threshold for distinguishing Types A and B programs was $750,000.

Roberto Clemente Charter School qualified as a low-risk auditee.

Findings-Financial Statement Audit

None.

Findings and Questioned Costs-Major Federal Award Programs Audit

None.
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