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INDEPENDENT AUDITOR'S REPORT

Board of Directors
East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)
Waco, Texas

We have audited the accompanying financial statements of East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School) (the ''School''), which comprise the statement of financial
position as of August 31, 2019, and the related statements of activities, functional expenses, 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 of America.  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 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
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of East Waco Innovative School Development, Inc. (Charter Holder for Rapoport Academy Public School)
as of August 31, 2019, and the changes in its net assets and its cash flows for the year then ended in accordance
with accounting principles generally accepted in the United States of America.
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Change in Accounting Principle

As described in Note 2 to the financial statements, the School has adopted ASU 2016-14, Presentation of Financial
Statements of Not-for-Profit Entities.  Our opinion is not modified with respect to that matter.

Correction of Error

As discussed in Note 2 to the financial statements, certain classification errors resulting in the overstatement of  net
assets without donor restrictions as of August 31, 2018 were discovered by management of the School during the
current year.  Accordingly, amounts reported for net assets without donor restrictions have been restated and an
adjustment has been made to opening net assets as of August 31, 2018, to correct the error.  Our opinion is not
modified with respect to that matter.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.  The
information on pages 21 - 24 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 January 21, 2020, on our
consideration of the 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 effectiveness of the School'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 the School's internal control over financial reporting and compliance.

Report on Summarized Comparative Information

We have previously audited East Waco Innovative School Development, Inc. (Charter Holder for Rapoport
Academy Public School). The 2018 financial statements, and our report dated December 18, 2018 expressed an
unmodified opinion on those audited financial statements.  As part of our audit of the 2019 financial statements, we
also audited the adjustments to the 2018 financial statements to apply the change in accounting principle discussed
above.  In our opinion, the summarized comparative information presented herein as of and for the year ended
August 31, 2018, adjusted for the change in accounting principle discussed above, is consistent, in all material
respects, with the audited financial statements from which it has been derived.  Also, in our opinion, such
adjustments are appropriate and have been properly applied.

ArmaninoLLP

Dallas, Texas

January 21, 2020
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Exhibit A-1
East Waco Innovative School Development, Inc.

Statement of Financial Position
August 31, 2019

(With Comparative Totals for 2018)

(Restated)
2019 2018

ASSETS

Current assets
Cash and cash equivalents $ 2,966,492 $ 2,281,691
Investments, at fair value 610,105 616,787
Due from State Government 858,521 702,220
Due from Federal Agencies 109,237 89,669
Other receivables 10,049 2,610

Total current assets 4,554,404 3,692,977

Property and equipment 10,680,296 10,553,533
    Less: Accumulated depreciation (3,881,853) (3,388,412)
Right of use asset 2,025,104 2,542,148

Total assets $ 13,377,951 $ 13,400,246

LIABILITIES AND NET ASSETS

Current liabilities
Accounts payable $ 153,036 $ 32,196
Accrued wages 635,971 545,109
Current portion of long-term debt 83,664 83,664
Other liabilities 33,945 101,601

Total current liabilities 906,616 762,570

Long-term debt, net of current portion 1,402,729 1,546,877
Total liabilities 2,309,345 2,309,447

Net assets
Without donor restrictions 6,602,004 6,568,259
With donor restrictions 4,466,602 4,522,540

Total net assets 11,068,606 11,090,799

Total liabilities and net assets $ 13,377,951 $ 13,400,246

The accompanying notes are an integral part of these financial statements.
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Exhibit A-2
East Waco Innovative School Development, Inc.

Statement of Activities
For the Year Ended August 31, 2019
(With Comparative Totals for 2018)

Without Donor
Restrictions

With Donor
Restrictions

2019
Total

(Restated)
2018
Total

Revenues
Local support

Contributions $ 2,080 $ - $ 2,080 $ 4,889
Food service activities 97,314 - 97,314 105,354
Interest and other income 116,449 - 116,449 179,639
Gain on sale of equipment 16,255 - 16,255 -

Total local support 232,098 - 232,098 289,882

State program revenues
Foundation School Program - 7,618,850 7,618,850 7,063,604
Other State Aid - 27,054 27,054 7,761

Total state program revenues - 7,645,904 7,645,904 7,071,365

Federal program revenues
ESEA Title I Part A - 425,635 425,635 268,464
ESEA Title II Part A - 42,889 42,889 22,447
ESEA Title IV Part A - 16,905 16,905 11,187
Child Nutrition - 388,370 388,370 371,228
Food Distribution - 36,014 36,014 36,190
IDEA Part B - 111,918 111,918 116,113

Total federal program revenues - 1,021,731 1,021,731 825,629

Net assets released from restriction:
Restrictions satisfied by payments 8,723,573 (8,723,573) - -
Total revenues 8,955,671 (55,938) 8,899,733 8,186,876

Functional expenses
Program services

Instruction and instructional-related services 5,424,205 - 5,424,205 4,821,539
Instructional and school leadership 686,616 - 686,616 641,703

Total program services 6,110,821 - 6,110,821 5,463,242
Support services

Administrative support services 602,082 - 602,082 644,395
Ancillary services 77,664 - 77,664 64,466
Support services-non-student based 1,396,475 - 1,396,475 1,406,784
Support services-student (pupil) 702,459 - 702,459 747,237
Fundraising 32,425 - 32,425 30,828

Total support services 2,811,105 - 2,811,105 2,893,710
Total functional expenses 8,921,926 - 8,921,926 8,356,952

Change in net assets 33,745 (55,938) (22,193) (170,076)

Net assets, beginning of year (as restated) 6,568,259 4,522,540 11,090,799 11,260,875

Net assets, end of year $ 6,602,004 $ 4,466,602 $ 11,068,606 $ 11,090,799

The accompanying notes are an integral part of these financial statements.
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Exhibit A-3
East Waco Innovative School Development, Inc.

Statement of Functional Expenses
For the Year Ended August 31, 2019
(With Comparative Totals for 2018)

Program Services Support Services
Instruction and
instructional-

related services

Instructional
and school
leadership

General and
administrative Fundraising

2019
Total

2018
Total

Payroll expenses
Salaries and wages $ 3,782,695 $ 614,944 $ 1,011,691 $ 30,789 $ 5,440,119 $ 5,048,287
Employee benefits 331,711 49,289 89,716 1,070 471,786 377,521
Payroll taxes 50,956 8,335 14,756 441 74,488 70,219

Total payroll expenses 4,165,362 672,568 1,116,163 32,300 5,986,393 5,496,027

Non-payroll expenses
Rental expense 35,000 - 557,660 - 592,660 578,846
Contract labor 189,488 - 39,681 - 229,169 222,317
Maintenance and repairs - - 145,022 - 145,022 128,567
Utilities - - 183,763 - 183,763 242,964
Depreciation and amortization 502,772 - 26,855 - 529,627 480,730
Supplies 288,427 - 57,284 - 345,711 239,954
Food - - 261,748 - 261,748 273,450
Travel 26,315 11,587 29,581 - 67,483 43,661
Instructional materials 62,487 - - - 62,487 95,234
Insurance and bonding costs - - 88,464 - 88,464 96,534
Professional fees and dues 121,353 - 56,370 - 177,723 220,244
Other 33,001 2,461 216,089 125 251,676 238,424

Total non-payroll expenses 1,258,843 14,048 1,662,517 125 2,935,533 2,860,925

$ 5,424,205 $ 686,616 $ 2,778,680 $ 32,425 $ 8,921,926 $ 8,356,952

The accompanying notes are an integral part of these financial statements.
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Exhibit A-4
East Waco Innovative School Development, Inc.

Statement of Cash Flows
For the Year Ended August 31, 2019
(With Comparative Totals for 2018)

(Restated)
2019 2018

Cash flows from operating activities
Change in net assets $ (22,193) $ (170,076)
Adjustments to reconcile change in net assets to net cash

 provided by operating activities
Depreciation and amortization 529,627 480,730
Amortization of debt issuance costs 9,367 9,367
Net realized and unrealized gains/loss on investments 19,575 (37,226)
Gain on sale of equipment (16,255) -
Changes in operating assets and liabilities

Due from State Government (156,301) (70,639)
Due from Federal Agencies (19,568) 6,914
Other receivables (7,439) 2,145
Right of use 517,044 517,044
Accounts payable 120,118 (74,218)
Accrued wages 90,862 3,447
Other liabilities (66,934) 42,176

Net cash provided by operating activities 997,903 709,664

Cash flows from investing activities
Purchases of property and equipment (172,029) (218,239)
Proceeds from sale of property and equipment 25,335 -
Purchases of investments (350,742) (177,680)
Proceeds from sales of investments 337,849 168,194

Net cash used in investing activities (159,587) (227,725)

Cash flows from financing activities
Repayment of long-term debt (153,515) (149,575)

Net cash used in financing activities (153,515) (149,575)

Net increase in cash and cash equivalents 684,801 332,364

Cash and cash equivalents, beginning of year 2,281,691 1,949,327

Cash and cash equivalents, end of year $ 2,966,492 $ 2,281,691

Supplemental disclosure of cash flow information

Cash paid during the year for interest $ 54,423 $ 67,595

The accompanying notes are an integral part of these financial statements.
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

1. NATURE OF OPERATIONS

East Waco Innovative School Development, Inc. (the "School") is a not-for-profit school
incorporated in the state of Texas in 1998 pursuant to Section 501(c)(3) of the Internal Revenue
Code. The School is governed by a nine-member Board of Directors. The Board of Directors is
selected pursuant to the bylaws of the School and significantly influences operations. The Board
of Directors has the primary accountability for the fiscal affairs of the School. The School
operates a single charter school and does not conduct any other charter or non-charter activities.

Since the School received funding from local, state and federal government sources, it must
comply with the requirements of the entities providing those funds.

The School focuses on serving economically disadvantaged students by providing an exceptional
education that prepares all students for college, career, and life.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting and financial statement presentation

The financial statements of the School were prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP). The Financial Accounting Standards
Board is the accepted standard setting body for establishing not-for-profit accounting and
financial reporting principles.

The accompanying financial statements have been prepared using the accrual basis of accounting
in accordance with GAAP. Net assets and revenues, expenses, gains, and losses are classified
based on the existence or absence of donor-imposed restrictions. Accordingly, net assets of the
School and changes therein are classified and reported as follows:

 Net assets without donor restrictions - Net assets available for use in general operations and
not subject to donor-imposed restrictions. Assets restricted solely through the actions of the
Board of Directors are reported as net assets without donor restrictions, board-designated.

 Net assets with donor restrictions - Net assets subject to donor-imposed restrictions. Some
donor-imposed restrictions are temporary in nature, such as those that will be met by the
passage of time or other events specified by the donor. Donor-imposed restrictions are
released when a restriction expires, that is, when the stipulated time has elapsed, when the
stipulated purpose for which the resource was restricted has been fulfilled, or both. Other
donor-imposed restrictions are perpetual in nature, where the donor stipulates that resources
must be maintained in perpetuity.
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of accounting and financial statement presentation (continued)

Revenues are reported as increases in net assets without donor restrictions unless use of the
related assets is limited by donor-imposed restrictions. Expenses are reported as decreases in net
assets without donor restrictions. Gains and losses on assets and liabilities are reported as
increases or decreases in net assets without donor restrictions unless their use is restricted by
explicit donor stipulation or by law. Expirations of restrictions on net assets (i.e., the donor-
stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are reported as
transfers between the applicable classes of net assets.

Use of estimates

The preparation of the financial statements in conformity with GAAP requires management to
make certain estimates and assumptions that affect certain reported amounts of assets and
disclosures. Accordingly, actual results could differ from those estimates. 

Cash and cash equivalents

The School considers all highly liquid investment instruments with an original maturity of three
months or less from the date of purchase to be cash equivalents.

Investments

Investments are made according to the Investment Objectives and Policies adopted by the
School's Board of Directors. These guidelines provide for investment in equities and other
securities with performance measured against appropriate indices. The School contracts with
outside parties to provide investment management and consulting services. 

Investments are recorded at fair value and include equity securities, bond funds, exchange traded
funds and certificates of deposit. Readily marketable equity securities (investments readily
marketable on national exchanges) are carried at fair value, as determined by the last reported
sales price on the date of valuation, or if there has been no sale on that date, the average of the bid
and asked prices.

Fair value measurements

The requirements of the Fair Value Measurements and Disclosures of the FASB Accounting
Standards Codification (ASC) apply to all financial instruments and all nonfinancial assets and
nonfinancial liabilities that are being measured and reported on a fair value basis. Fair value is the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. FASB also establishes a fair value
hierarchy that categorizes the inputs used in valuation methodologies into three levels.
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair value measurements (continued)

Inputs may be observable or unobservable. Observable inputs are inputs that are developed using
market data, such as publicly available information about actual events or transactions, and that
reflect the assumptions that market participants would use when pricing the asset or liability.
Unobservable inputs are inputs for which market data are not available and that are developed
using the best information available about the assumptions that market participants would use
when pricing the asset or liability. A three-tier hierarchy categorizes the inputs used to measure
the fair value as follows:

 Level 1 - Quoted prices in active markets for identical assets or liabilities that the School can
access at the measurement date.

 Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly. Level 2 inputs include: quoted prices for similar
assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities
in markets that are not active, and inputs other than quoted prices that are observable for the
asset or liability, and market-corroborated inputs.

 Level 3 - Unobservable inputs for the asset or liability.

Financial instruments included in the financial statements include cash and cash equivalents,
investments and long-term debt. The carrying value of the long-term debt approximates fair value
as terms approximate those currently available for similar debt instruments. All investments are
considered level one investments per the fair value hierarchy.

Property and equipment

Property and equipment are recorded at cost or, if donated, at their estimated fair value at the date
of donation. Such donations are recorded as net assets without donor restrictions unless the donor
has restricted the donated asset to a specific purpose. Assets donated with explicit restrictions
regarding their use and contributions of cash that must be used to acquire or maintain property
and equipment are recorded as restricted contributions. Absent donor stipulations regarding how
long those donated assets must be maintained, the School reports expirations of donor restrictions
when the donated or acquired assets are placed in service.

The School's policy is to capitalize all expenditures for property and equipment in excess of
$5,000 per unit with an estimated useful life in excess of one year. Assets under leasehold
improvements are amortized over the shorter of the lease term or their respective estimated useful
lives. Maintenance and repairs are charged to expense when incurred. Major improvements are
capitalized.
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and equipment (continued)

Depreciation and amortization of property and equipment is computed using the straight-line
method over the following estimated useful lives:

Buildings and improvements 10 - 25 years
Furniture and equipment 3 - 10 years
Vehicles 5 years

Property and equipment acquired with public funds received by the School for operations
constitute public property pursuant to Chapter 12 of the Texas Education Code. These assets are
specifically identified on the Schedule of Capital Assets within the supplementary schedules.

The School reviews the carrying value of long-lived assets to determine if facts and
circumstances suggest that they may be impaired or that the depreciation or amortization period
may need to be changed. The School does not believe there are any indicators that would require
an adjustment on the carrying value of its long-lived assets or their remaining useful lives as of
August 31, 2019 and 2018.

Contributed services

Contributed services are recognized if the services create or enhance nonfinancial assets or
require specialized skills, and are provided by individuals possessing those skills and would
typically need to be purchased if not provided by donation. A substantial number of volunteers
made significant contributions of their time to the School, principally in development and general
public operations. No amounts have been recorded in the accompanying financial statements for
these non-professional services because the criteria for recognition of such volunteer efforts as
contributed services has not been satisfied.

Contributions

The School recognizes contributions when they are received or unconditionally pledged and
records these amounts as net assets without donor restrictions or net assets with donor restrictions
according to donor stipulations that limit the use of these assets due to time or purpose
restrictions. Conditional promises to give are not recognized until they become unconditional,
that is, when the conditions on which they depend are substantially met. 
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Federal and State Funding

For all Federal programs, the School uses the net asset codes specified by the Texas Education
Agency in the Special Supplement to Financial Accounting and Reporting, Nonprofit Charter
School Chart of Accounts. Net assets with donor restrictions are used to account for resources
restricted for specific purposes by a grantor. Federal and State financial assistance is generally
accounted for in net assets with donor restrictions. Government grants are recognized as revenues
on a systematic basis over the periods in which the School recognizes expenses for the related
costs for which the grants are intended to compensate.

Healthcare coverage

During the years ended August 31, 2019 and 2018, employees of the School were covered by a
Health Insurance Plan (the Plan). The School contributed $250 per month per eligible employee
to the Plan. Employees, at their option, authorize payroll withholdings to pay premiums for
dependents. All premiums were paid to licensed insurers.

Functional allocation of expenses

The costs of providing education and support services are presented on a functional basis in the
statement of activities pursuant to the nature of the expenditure as outlined by the Texas
Education Agency in the Special Supplement to Financial Accounting and Reporting. 

Income taxes

The School is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code and therefore no provision has been made for federal income taxes in the accompanying
financial statements.  In addition, the School has been classified as an entity that is not a private
foundation within the meaning of Section 509(a) of the Internal Revenue Code. Management
determined there was no unrelated business income which could be taxable for the years ended
August 31, 2019 or 2018.

Change in accounting principle

In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit Entities. ASU
2016-14 makes certain improvements to current reporting requirements, including:

1. Reducing the classes of net assets from three (unrestricted, temporarily restricted, and
permanently restricted) to two (with donor restrictions and without donor restrictions).

2.  Enhancing disclosures about:
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Change in accounting principle (continued)

a. Amounts and purposes of governing board designations, appropriations, and similar
actions that result in self-imposed limits on the use of resources without donor-
imposed restrictions.

b. Composition of net assets with donor restrictions and how the restrictions affect the
use of resources.

c. Qualitative information about management of liquid resources and quantitative
information about the availability of liquid resources to meet cash needs for general
expenditures within one year of the statement of financial position date.

d. Amounts of expenses by both their natural classification and their functional
classification in one location as a separate statement or in the notes to the financial
statements.

e. Methods used to allocate costs among program and support functions.

f. Underwater endowment funds.

3. Reporting investment return net of external and direct internal investment expenses.

4. Use, in the absence of explicit donor stipulations, the placed-in-service approach for
reporting expirations of restrictions on gifts of cash or other assets to be used to acquire
or construct a long-lived asset and reclassify any amounts from net assets with donor
restrictions to net assets without donor restrictions for such long-lived assets that have
been placed in service as of the beginning of the period of adoption (thus eliminating the
current option to release the donor-imposed restriction over the estimated useful life of
the acquired asset).

The amendments have been applied on a retrospective basis in 2018.

Reclassifications

Certain reclassifications have been made to the 2019 financial statement presentation to
correspond to the current year's format.  Total net assets and change in net assets are unchanged
due to reclassification.

Subsequent events

Management has evaluated subsequent events through January 21, 2020, the date the financial
statements were available to be issued. Management's review discovered no subsequent events
that should be recognized or that are deemed significant enough for disclosure.
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

3. PRIOR PERIOD ADJUSTMENT

During the year ended August 31, 2019, the School discovered that the release from restriction
related to the amortization of the right of use asset was duplicated. The release had been
duplicated each year beginning in fiscal year 2016. Accordingly, the School restated the
beginning net assets without donor restrictions to net assets with donor restrictions as of August
31, 2018 (the earliest period presented herein) to account for the excess release. 

The effect of the restatement by net asset class is as follows:

Without Donor
Restrictions

With Donor
Restrictions

Balance at August 31, 2018, as previously stated $ 8,119,139 $ 2,971,660

Adjustment related to excess release (1,550,880) 1,550,880

Balance at August 31, 2018, as restated $ 6,568,259 $ 4,522,540

4. LIQUIDITY AND FUNDS AVAILABLE

The School monitors its liquidity in order to meet operating needs and other contractual
commitments while maintaining sufficient resources to meet donor restrictions placed on
contributed financial assets.

As part of the School's liquidity management, it has a policy to structure its financial assets to be
available as its general expenditures, liabilities, and other obligations come due.

The following quantitative disclosure describes assets that are available or expected to be available
within one year of August 31, 2019 to fund general expenditures and obligations as they become
due:

Financial assets:
Cash and cash equivalents $ 2,966,492
Investments, at fair value 610,105
Due from State Government 858,521
Due from Federal Agencies 109,237
Other receivables 10,049

4,554,404

Less amounts unavailable for general expenditure within one year:
Net assets with specified donor purpose restrictions (2,441,498)

(2,441,498)

$ 2,112,906
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

5. CONCENTRATION OF CREDIT RISKS

Custodial credit risk is the risk that, in the event of the failure of a depository financial institution,
the School will not be able to recover its deposits. The School maintains cash and cash
equivalents at federally insured banks which are insured by the Federal Deposit Insurance
Corporation (FDIC) up to the specified limit of $250,000 per institution per ownership category.
The School additionally collateralizes deposits in excess of the insured limits with pledged
securities. The School has not experienced any losses in such accounts and believes it is not
exposed to any significant credit risk on cash and cash equivalents. 

Investment securities are exposed to various risk such as interest rate, market, and credit risks.
Due to the level of risk associated with certain investment securities, it is at least reasonably
possible that changes in the values of investment securities will occur in the near term and that
such changes could materially affect the School's account balances and the amounts reported in
the statement of financial position.

Credit risk associated with grants receivable is minimal due to the credit worthiness of the Federal
and State agencies. 

For the years ended August 31, 2019 and 2018 , revenues from the Texas Education Agency
accounted for $8,667,635 and $7,896,994, which was 97% and 96% of the revenues and support
of the School, respectively.

6. INVESTMENTS

Investments consisted of the following:

2019 2018

Cash and cash equivalents $ 2,765 $ 1,650
Certificates of deposit 118,688 117,922
Domestic equities 331,444 311,358
Bond funds 139,910 131,364
Exchange traded funds 17,298 54,493

$ 610,105 $ 616,787

7. RIGHT OF USE

The School entered into a 99-year lease in 2009 for the use of one of its campus properties at a
cost of $1 per year. The fair value of the use of the space is estimated to be $517,044 per year.
The School has recorded a right of use asset for the estimated value of the remaining benefit to be
provided until the end of its charter contract in 2023. The amortization is included in net assets
released from restrictions and as part of expenses.
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

8. PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

2019 2018

Land and improvements $ 100,776 $ 92,598
Buildings and improvements 9,933,505 9,848,084
Furniture and equipment 399,203 296,060
Vehicles 241,112 215,232
Construction in progress 5,700 101,559

10,680,296 10,553,533
    Less: Accumulated depreciation (3,881,853) (3,388,412)

$ 6,798,443 $ 7,165,121

Depreciation and amortization expense for the years ended August 31, 2019 and 2018  was
$529,627 and $480,730, respectively.

9. LONG-TERM DEBT

In June 2014, the School entered into a loan agreement with a financial institution for the
renovation of the Gomez Administration Building. The financial institution agreed to finance an
amount not exceeding $4,500,000. The renovation of the Gomez Administration Building was
completed on August 31, 2015. The loan has a fixed interest rate of 3.36% with interest payable
monthly from July 2014 to February 2016. From March 2016 through January 2021, equal
monthly installments of principal and interest are due assuming the payment period is 240
consecutive months. For the years ended August 31, 2019 and 2018, interest expense of $45,056
and $58,228, respectively, was reported in the accompanying statements of activities. Additional
principal payments are made at the School's discretion. On the maturity date in February 2021,
the remaining unpaid amount is due in full. The loan is collateralized by the property and
equipment of the School. 

The future maturities of long-term debt are as follows:

Year ending August 31,

2020 $ 83,664
2021 1,416,780

1,500,444
Less: unamortized debt issuance costs (14,051)

$ 1,486,393
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

9. LONG-TERM DEBT (continued)

The School will maintain a Debt Service Coverage Ratio of not less than 1.00 to 1.00 to be tested
annually. As of August 31, 2019 and 2018, management believes the School was in compliance
with debt covenants. 

10. PENSION PLAN OBLIGATION

 Plan description

The School contributes to the Teacher Retirement System of Texas (TRS), a cost sharing,
multiple-employer defined benefit pension plan with one exception: all risks and costs are not
shared by the School but are the liability of the State of Texas. TRS administers retirement and
disability annuities, and death and survivor benefits to employees and beneficiaries of employees
of the public-school systems of Texas. It operates primarily under the provisions of the Texas
Constitution, Article XVI, Sec. 67, and Texas Government code, Title 8, Chapters 803 and 805,
respectively. The Texas state legislature has the authority to establish and amend benefit
provisions of the pension plan and may, under certain circumstances, grant special authority to
the TRS Board of Trustees. TRS issues a publicly available financial report that includes financial
statements and required supplementary information for the defined benefit plan. That report may
be obtained by writing to the TRS Communications Department, 1000 Red River Street, Austin,
Texas 78701 or by calling the TRS Communications Department at 1-800-223-8778, or by
downloading the report from the TRS Internet website, www.trs.state.tx.us, under the TRS
Publications Heading.

Funding policy

Contribution requirements are not actuarially determined but are established and amended by the
Texas state legislature. The state funding policy is as follows: (1) the state constitution requires
the 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 of all members of the system; (2) a state statute prohibits
benefit improvements or contribution reductions if, as a result of a 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 1 year, the period would be
increased by such action. 

TRS as a multiple-employer plan is different from single-employer plans in that:

 Charters are legally separate entities from the state and each other.

 Assets contributed by one charter or Independent School District (ISD) may be used for the
benefit of an employee of another ISD or charter.

 Unfunded obligations of the plan get passed along to other charters and ISDs participating in
the plan.
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

10. PENSION PLAN OBLIGATION (continued)

 There is not a withdrawal penalty for leaving the TRS system.

The following table includes the disclosures required per FASB 715-80-50-5:

2019 2018

Legal name of plan Teacher Retirement
System of Texas

Teacher Retirement
System of Texas

Plan's Employer Identification Number n/a n/a

Zone Status Unknown Unknown

 Total Plan Assets $181,800,159,205 $176,942,453,923

 Accumulated Benefit Obligations $209,961,325,288 $209,611,328,793

 % Funded 75.24% 73.74%

Expiration date of the collective-bargaining
agreements requiring contributions to the plan

There is not a
collective bargaining
agreement

There is not a
collective bargaining
agreement.

Employer contributions for the period ending
August 31:

$208,578 (the School's
contributions to the
plan did not represent
more than 5% of the
total contributions to
the plan)

$164,121 (the School's
contributions to the
plan did not represent
more than 5% of the
total contributions to
the plan)

As of the end of the period ending August 31,
2019 and 2018

 Status of funding improvement plan or
rehabilitation plan had been implemented
or pending:

N/A N/A

 Did employer pay surcharge to the plan? Yes Yes

 Contribution Rates

 Member 7.7% 7.7%

 Non-Member Contributing Entity
(State)

6.8% 6.8%

 Employers 6.8% 6.8%
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

10. PENSION PLAN OBLIGATION (continued)

There have been no changes that would affect the comparison of employer contributions from
year to year.

The School did not contribute to or participate in any other defined benefit pension plan or
defined contribution plan.

11. NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions consisted of the following:

2019 2018

Right of use $ 2,025,104 $ 2,542,148
State programs and due from state government 2,322,750 1,861,644
Scholarships 118,748 118,748

$ 4,466,602 $ 4,522,540

Net assets with donor restrictions released from restrictions by incurring expenses satisfying the
following restricted purposes:

2019 2018

State programs and due from state government $ 8,206,529 $ 8,144,520
Rent contribution - right of use 517,044 517,044

$ 8,723,573 $ 8,661,564

12. COMMITMENTS AND CONTINGENCIES

The School receives 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 it is subject to audit and adjustment by the grantor
agency. The programs administered by the charter school 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 agency. The
School is economically dependent on these charter school funds. 

From time to time, the School is subject to certain claims and contingent liabilities that arise in
the normal course of business. After consultation with legal counsel, management is of the
opinion that liabilities, if any, arising from such litigation and examinations would not have a
material effect on the School's financial position. 
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Notes to Financial Statements
August 31, 2019

(With Comparative Totals for 2018)

12. COMMITMENTS AND CONTINGENCIES (continued)

Certain federal grants which the School administers and for which it receives reimbursements are
subject to audit and final acceptance by federal granting agencies. Current and prior year costs of
such grants are subject to adjustment upon audit. The amount of expenditures that may be
disallowed by the grantor, if any, cannot be determined at this time, although the School expects
such amounts, if any, would not have a significant impact on the financial position of the School.

The School has leases for various campuses and equipment. Lease expense was $592,660 and
$578,846 for the years ended August 31, 2019 and 2018, respectively. Lease expense includes in-
kind rent in the amount of $517,044 for the years ended August 31, 2019 and 2018.
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Exhibit B-1

2019 2018
Revenues

Local support: 
5740  Other revenues from local sources 118,529$        -$                   118,529$        184,528$        
5750  Revenues from cocurricular 97,314            -                     97,314            105,354          
7950 Gain on sale of real and personal property 16,255            16,255            -                     

Total local support 232,098          -                     232,098          289,882          

State program revenues
5810  Foundation School Program Act revenues -                     7,618,850       7,618,850       7,063,604       
5820  State program revenues distributed by the
   Texas Education Agency -                     27,054            27,054            7,761              

Total state program revenues -                     7,645,904       7,645,904       7,071,365       

Federal program revenues
5920  Federal revenues distributed by the 
   Texas Education Agency -                     1,021,731       1,021,731       825,629          

Total federal program revenues -                     1,021,731       1,021,731       825,629          

Net assets released from restrictions: 
Restrictions satisfied by payments 8,744,820       (8,744,820)     -                     -                     

Total revenues 8,976,918       (77,185)          8,899,733       8,186,876       

Expenses
11  Instruction 5,282,055 -                     5,282,055       4,698,144
12  Instructional resources and media services 22,335 -                     22,335            14,580
13  Curriculum development and instructional 

   staff development 119,815 -                     119,815          108,815
21  Instructional leadership 218,387 -                     218,387          166,945
23  School leadership 468,229 -                     468,229          474,758
31  Guidance, counseling and evaluation services 101,482 -                     101,482          144,998
32  Social work services 25,620 -                     25,620            49,986
33  Health services 23,187 -                     23,187            7,054
34  Student (pupil) transportation 10,242 -                     10,242            16,515
35  Food services 485,250 -                     485,250          489,318
36  Cocurricular/extracurricular activities 56,678 -                     56,678            39,366
41  General administration 551,651 -                     551,651          571,425
51  Plant maintenance and operations 1,171,507 -                     1,171,507       1,209,026
52  Security and monitoring services 1,530 -                     1,530              1,485
53  Data processing services 223,438 -                     223,438          196,273
61  Community services 77,664 -                     77,664            64,466
71  Debt service 50,431 -                     50,431            72,970
81  Fund raising 32,425 -                     32,425            30,828

Total expenses 8,921,926       -                     8,921,926       8,356,952       

Change in net assets 54,992            (77,185)          (22,193)          (170,076)        

Net assets, beginning of year (as restated) 6,568,259       4,522,540       11,090,799     11,260,875     

Net assets, ending of year 6,623,251$     4,445,355$     11,068,606$   11,090,799$   

East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School) 

Statement of Activities 
For the Years Ended August 31, 2019

Without Donor 
Restrictions

With Donor 
Restrictions

Totals

(With Summarized Comparative Totals for 2018)

See accompanying independent auditor's report.
21



Exhibit C-1

2019 2018
Expenses

6100  Payroll costs 5,986,393         5,496,027         
6200  Professional and contracted services 1,328,337         1,392,938         
6300  Supplies and materials 669,946            608,638            
6400  Other operating costs 877,452            786,379            
6500  Debt 59,798              72,970              

Total expenses 8,921,926$       8,356,952$       

East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School) 

Schedules of Expenses
For the Years Ended August 31, 2019 and 2018

Totals

See accompanying independent auditor's report.
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Exhibit D-1

Local State Federal Total
1510  Land and improvements -$                  100,776 -$                     100,776$         
1520  Buildings and improvements 3,534,030 6,031,505 367,970 9,933,505        
1531  Vehicles -                    241,112 -                       241,112           
1539  Furniture and equipment 25,831 165,942 94,904 286,677           
1569  Library books and media -                    112,526 -                       112,526           
1900  Construction in progress -                    5,700 -                       5,700               

Total property and equipment 3,559,861$      6,657,561$      462,874$         10,680,296$    

East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School) 

Schedule of Capital Assets
For the Year Ended August 31, 2019

Ownership Interest

See accompanying independent auditor's report.
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Exhibit E-1

Original Final
Revenues

Local support: 
5740 Other revenues from local sources 191,775$         126,662$         118,529$         (8,133)$            
5750 Revenue from cocurricular 114,272           92,472             97,314             4,842               
7950 Gain on sale of real and personal property -                       20,000             16,255             (3,745)              

Total local support 306,047           239,134           232,098           (7,036)              

State program revenues
5810 Foundation School Program Act revenues 7,102,836        7,497,944        7,618,850        120,906           
5820 State program revenues distributed by

      Texas Education Agency 2,198               26,447             27,054             607                  
Total state program revenues 7,105,034        7,524,391        7,645,904        121,513           

Federal program revenues
5920 Federal revenues distributed by the 

     Texas Education Agency 743,450           1,025,860        1,021,731        (4,129)              
Total revenues 8,154,531        8,789,385        8,899,733        110,348           

Expenses
11 Instruction 5,310,641        5,317,959        5,282,055 (35,904)            
12 Instructional resources and media services 41,917             24,917             22,335 (2,582)              
13 Curriculum development and -                       

   instructional staff development 86,108             120,262           119,815 (447)                 
21 Instructional leadership 238,004           220,504           218,387 (2,117)              
23 School leadership 409,245           483,245           468,229 (15,016)            
31 Guidance, counseling and evaluation services 150,311           103,611           101,482 (2,129)              
32 Social work services 50,815             25,163             25,620 457                  
33 Health services 24,094             24,094             23,187 (907)                 
34 Student (pupil) transportation -                       10,000             10,242 242                  
35 Food services 491,210           517,959           485,250 (32,709)            
36 Cocurricular/extracurricular activities 42,575             62,575             56,678 (5,897)              
41 General administration 591,623           591,623           551,651 (39,972)            
51 Plant maintenance and operations 1,259,724        1,284,793        1,171,507 (113,286)          
52 Security and monitoring services -                       1,530               1,530 -                       
53 Data processing services 125,492           223,600           223,438 (162)                 
61 Community services -                       78,650             77,664 (986)                 
71 Debt service 55,000             55,000             50,431 (4,569)              
81 Fund raising 31,548             31,548             32,425 877                  

Total expenses 8,908,307        9,177,033        8,921,926        (255,107)          

Change in net assets (753,776)          (387,648)          (22,193)            365,455           

Net assets, beginning of year 11,090,799      11,090,799      11,090,799      -                       

Net assets, ending of year 10,337,023$    10,703,151$    11,068,606$    365,455$         

East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School) 

Budgetary Comparison Schedule
For the Year Ended August 31, 2019

Variance from 
Final Budget

Unaudited Budgeted Amounts
Actual Amounts 

See accompanying independent auditor's report.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)
Waco, Texas

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 East Waco Innovative
School Development, Inc. (Charter Holder for Rapoport Academy Public School) (the ''School''),  which
comprise the statement of financial position as of August 31, 2019, and the related statements of
activities, functional expenses, and cash flows for the year then ended, and the related notes to the
financial statements, and have issued our report thereon dated January 21, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School's internal
control over financial reporting (internal control) 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 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School'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 no instances of noncompliance or other matters 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 on the effectiveness of the School'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 School's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

ArmaninoLLP

Dallas, Texas

January 21, 2020
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM, INTERNAL CONTROL OVER COMPLIANCE, AND ON SCHEDULE

OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE UNIFORM
GUIDANCE

Board of Directors
East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)
Waco, Texas

Report on Compliance for Each Major Federal Program

We have audited East Waco Innovative School Development, Inc. (Charter Holder for Rapoport
Academy Public School) (the ''School'')'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 the
School's major federal programs for the year ended August 31, 2019.  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 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 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 (the "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. 
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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 August 31, 2019. 

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with the Uniform Guidance and which are described in the accompanying
schedule of findings and questioned costs as item 2019-001.  Our opinion on each major federal program
is not modified with respect to these matters.

The School's response to the noncompliance findings identified in our audit are described in the
accompanying schedules of findings and questioned costs.  The School's response was not subjected to
the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.

Report on Internal Control Over Compliance

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 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.  

Given these limitations, during our audit we did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. We did identify certain deficiencies in internal
control, described in the accompanying schedule of findings and questioned costs as item 2019-001, that
we consider to be a significant deficiency.
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The School's response to the internal control over compliance findings identified in our audit is described
in the accompanying schedule of findings and questioned costs.  The School's response was not subjected
to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on
the response.

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.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the School's financial statements as of and for the year ended August 31, 2019, and have
issued our report thereon dated January 21, 2020, which contained an unmodified opinion on those
financial statements.  Our audit was conducted for the purpose of forming an opinion on the financial
statements as a whole.  The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by the Uniform Guidance 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 schedule of expenditures of
federal awards is fairly stated, in all material respects, in relation to the financial statements as a whole.

ArmaninoLLP

Dallas, Texas

January 21, 2020
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Schedule of Expenditures of Federal Awards
For the Year Ended August 31, 2019

Pass-Through
Entity

Federal Grantor/Pass-Through Grantor/ Federal CFDA Identifying  Total Federal
Program or Cluster Title Number Number Expenditures

Expenditures of Federal Awards

U.S. Department of Education
Passed through Texas Education Agency:

Title I, Part A - Improving Basic Programs 84.010A 19610101161802 300,635
Title I, Part A - School Improvement 84.010A 19610141161802 125,000

IDEA Part B - Formula 84.027A
19660001161802

6600 108,184

IDEA Part B - Preschool 84.173A
19661001161802

6610 734
IDEA Part B - Discretionary 84.027A 2265431912010 3,000
Title II, Part A - Teacher & Principal Training & Recruiting 84.367A 19694501161802 42,889
Title IV, Part A - Subpart I 84.424A 19680101161802 16,905

Total U.S. Department of Education 597,347

U.S. Department of Agriculture
Passed through Texas Education Agency Federal Food Service

Reimbursement:
School Breakfast Program 10.553 71401901 96,972
National School Lunch Program 10.555 71301901 291,398
Total Child Nutrition Cluster 388,370

Passed through Texas Department of Agriculture:
Commodity Supplemental Food Program 10.565 71301501 36,014

Total U.S. Department of Agriculture 424,384

Total Expenditures of Federal Awards $ 1,021,731

The accompanying notes to the Schedule of Expenditures of Federal Awards
are an integral part of this schedule.
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)
Notes to Schedule of Expenditures of Federal Awards

August 31, 2019

1. BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the
federal award activity of East Waco Innovative School Development, Inc. (Charter Holder for
Rapoport Academy Public School) (the "School") under programs of the federal government for
the year ended August 31, 2019. 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.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the 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 limited as to reimbursement.  Pass-
through entity identifying numbers are presented where available and applicable.

3. INDIRECT COST RATE

The School has elected not to use the 10% de minimis indirect cost rate allowed under the
Uniform Guidance.
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Schedule of Findings and Questioned Costs
For the Year Ended August 31, 2019

SECTION I - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? No

Significant deficiency(ies) identified that are not considered to
be material weaknesses? None reported

Noncompliance material to financial statements noted? No

Federal Awards

Internal control over major programs:

Material weakness(es) identified? No

Significant deficiency(ies) identified that are not considered to
be material weaknesses? Yes

Type of auditor's report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be reported in
accordance with 2 CFR 200.516(a)? Yes

Identification of major programs:

Name of Federal Program or Cluster CFDA Number

Child Nutrition Cluster 10.553 & 10.555

Dollar threshold used to distinguish between Type A and Type B
programs $750,000

Auditee qualified as low-risk auditee? Yes
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Schedule of Findings and Questioned Costs
For the Year Ended August 31, 2019

SECTION II - SUMMARY OF FINANCIAL STATEMENT FINDINGS

There are no financial statement findings to be reported.

SECTION III - SUMMARY OF FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Finding number: 2019-001

CFDA number: 10.553 & 10.555

CFDA title: Child Nutrition Cluster

Federal award
identification number:

71401901 & 71301901

Name of federal
agency:

U.S. Department of Agriculture

Name of pass-through
entity:

Texas Education Agency Federal Food Service Reimbursement

Repeat finding: No

Criteria: According to the August 2019 Compliance Supplement, the School must verify
the eligibility of a sample of applications that it has approved for free and
reduced price meals.

Condition: As part of the verification process, the School selects a sample of approved
applications to ensure that the students are recorded within the correct eligibility
guidelines based on the substantiated income support. However, during our
testing, we identified a lack of formal control over reviewing the results of the
verification process.

Cause: The verification process is currently performed by one individual with no
formalized review over the results of verification.

Possible effect: Failure to properly review the verification process can lead to incorrect
categorization of students' eligibility.

Questioned cost: None

Recommendation: We recommend that an individual separate from performing the verification
process review the results of the verification.

Views of responsible
officials:

RAPS agrees with the above finding. 
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East Waco Innovative School Development, Inc.
(Charter Holder for Rapoport Academy Public School)

Summary Schedule of Prior Audit Findings
For the Year Ended August 31, 2019

There were no prior year findings.
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