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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the School Board Members
Providence Creek Academy Charter School Inc.

We have audited the financial statements of the governmental activities and the governmental
fund of Providence Creek Academy Charter School, Inc. (the School), as of June 30, 2011 and
for the year then ended, which collectively comprise the School’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the School’s
management. 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 includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities and the governmental fund of the School, as of June 30, 2011, and the
respective changes in financial position for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have issued our report dated November 15,
2011, on our consideration of the School’s internal control over financial reporting and 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 and should be considered in
assessing the results of our audit.
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Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and the schedule of revenue, expenditures and changes in
fund balance- budget and actual- general fund 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 evidence
sufficient to express an opinion or provide any assurance.

Hunt Valley, Maryland Jg ’L&’”‘W' C}Df&

November 15, 2011
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 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

To the School Board Members
Providence Creek Academy Charter School Inc.

We have audited the financial statements of the governmental activities and the governmental
fund of Providence Creek Academy Charter School Inc. (the School) as of and for the year ended
June 30, 2011, which collectively comprise the School’s basic financial statements, and have
issued our report thereon dated November 15, 2011. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the School is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the
School’s internal control over financial reporting as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the School’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the School’s
internal control over financial reporting.

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

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School’s financial statements are
free of material 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.

This report is intended solely for the information and use of the Board Members of the School,

management, others within the School, Federal awarding agencies and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.

Hunt Valley, Maryland
November 15, 2011 J & ’L&’WWu FLa
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON COMPLIANCE
WITH REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL
EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the School Board Members
Providence Creek Academy Charter School Inc.

Compliance

We have audited the compliance of Providence Creek Academy Charter School Inc. (the School)
with the types of compliance requirements described in the OMB Circular A-133 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, 2011. The School’s major Federal programs are identified in
the summary of independent public accountants’ results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and
grants applicable to each of its major Federal programs is the responsibility of the School’s
management. Our responsibility is to express an opinion on the School’s compliance based on our
audit.

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 OMB Circular
A-133. Those standards and OMB Circular A-133 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. Our audit does not provide a
legal determination of the School’s compliance with those requirements.

In our opinion, the School complied, in all material respects, with the 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, 2011.
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Internal Control over Compliance

Management of the School is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to Federal programs. In planning and performing our audit, we considered the
School’s internal control over compliance with the requirements that could have a direct and
material effect on a major Federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133, 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.

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 deficiencies, significant deficiencies, or material
weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above.

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 U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a
required part of the basic financial statements. The other supplementary information, as
indicated in the table of contents, is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information is the responsibility of
management. 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 basic financial statements as a whole.
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This report is intended solely for the information and use of the Board Members of the School,
management, others within the School, Federal awarding agencies and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.

J} "ﬁmfcw.g. Fa

Hunt Valley, Maryland
November 15, 2011



PROVIDENCE CREEK ACADEMY CHARTER SCHOOL INC.

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2011

Federal
CFDA Federal
Federal Grantor/Pass Through Grantor/Program or Cluster Title Number Expenditures
U.S Department of Education
Passed through Delaware State Department of Education
U.S. Department of Education Title I Cluster
Title 1 Part A FY10 84.010 69,961
Title 1 Part A FY11 84.010 89,308
Title | Part School Improvement Grant FY11 84.010 25,782
Total Title I Cluster 185,051
Special Education Cluster
IDEA Part B 84.027 158,089
IDEA Part B ARRA 84.027 68,333
Preschool IDEA 84.173 2,117
Total Special Eduction Cluster 228,539
State Fiscal Stabilization Fund (SFSF) 84.394 99,605
Title 11 84.367 21,647
Title I ARRA 84.367 41,279
ARRA Race to the Top 84.395 19,682
Total passed through Delaware State Department of Eduction 595,803
TOTAL EXPENDITURES OF FEDERAL AWARDS 595,803

The accompanying notes are an integral part of this schedule.




PROVIDENCE CREEK ACADEMY CHARTER SCHOOL INC.

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

All Federal grant operations of Providence Creek Academy Charter School Inc. (the School)
are included in the scope of the Office of Management and Budget (OMB) Circular A-133
audit (the Single Audit). The Single Audit was performed in accordance with the provisions
of the OMB Circular A-133 Compliance Supplement. Compliance testing of all
requirements, as described in the Compliance Supplement, was performed for the major grant
programs noted below. The programs on the schedule of expenditures of Federal awards
represent all Federal award programs and other grants with fiscal year 2011 cash or non-cash
expenditure activities. For our single audit testing, we tested Federal award programs below
with 2011 cash and non-cash expenditures in excess of $300,000 to ensure coverage of at
least 50% of Federally granted funds. Our actual coverage was 69%.

Federal
Major Program CFDA Number  Federal Expenditures
U.S. Department of Education Title 1 Cluster 84.010 $ 185,051
Special Education Cluster 81.041/84.173 228,539

$ 413,590

2. BASIS OF PRESENTATION

The schedule of expenditures of Federal awards has been accounted for on the accrual basis
of accounting.



PROVIDENCE CREEK ACADEMY CHARTER SCHOOL INC.

Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2011

Section | - Summary of Independent Public Accountants’ Results

Financial Statements

Type of Independent Public Accountants’
report issued

Internal control over financial reporting:
Material weakness identified?

Significant deficiency identified that is not
considered to be a material weakness?

Noncompliance material to the financial
statements noted?

Federal Awards

Type of Independent Public Accountants’
report issued on compliance for major
programs

Internal control over major programs:
Material weakness identified?

Significant deficiency identified that are
not considered to be a material
weakness?

Audit findings disclosed that are required to
be reported in accordance with section
510(a) of OMB Circular A-133?

Unqualified

No

None reported

No

Unqualified

No

None reported

No

10



PROVIDENCE CREEK ACADEMY CHARTER SCHOOL INC.

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2011

Identification of Major Programs:

Federal
Major Program CFDA Number  Federal Expenditures
U.S. Department of Education Title I Cluster 84.010 $ 185,051
Special Education Cluster 81.041/84.173 228,539
Threshold for distinguishing between Type A and B programs $ 300,000

Did the School qualify as a low risk auditee?

Section Il — Financial Statement Findings
None noted.
Section 111 - Federal Award Findings

None noted.

11
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PROVIDENCE CREEK ACADEMY CHARTER SCHOOL INC.

Schedule of Prior Year Findings and Questioned Costs
For the Year Ended June 30, 2011

None Noted.
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