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INDEPENDENT AUDITOR’S REPORT 

__________________________________________ 
 
 
 
 
Members of the Board 
 
Opinion  
 
We have audited the accompanying financial statements of Sails Forever East Texas Charter School (School) a nonprofit 
organization, which compromise the statements of financial position as of August 31, 2022, and the related statements of activities, 
functional expenses and cash flows for the year ended, and the related notes to the financial statements.   
 
In our opinion, the financial statements present fairly, in all material respects, the financial position of Sails Forever East Texas 
Charter School, as of August 31, 2022, and the changes in its net assets and its cash flows for the year ended in accordance with 
accounting principles generally accepted in the United States. 
 
Basis for Opinion 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standard 
applicable to financial audits contained in Governments Auditing Standards, issued by the Comptroller General of the United States.  
Our responsibilities under those standards are further described by the Auditor’s Responsibilities for the Audit of Financial Statements 
section of our report.  We are required to be independent from the School, and to meet our ethical responsibilities, in accordance with 
the relevant ethical requirements relating to our audit.  We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinions.  
 
Responsibility of Management 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; and for 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. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the School’s ability to continue as a going concern within a year after the date that the 
financial statements are available to be issued.  
 
Auditor’s Responsibility for the Audit of the Financial Statements  
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.  Reasonable assurance is a 
high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with 
generally accepted auditing standards and Government Auditing Standards will always detect a material misstatement when it exists.  
The risk of not detecting a material misstatement resulting from fraud is higher than for  one resulting from error as fraud may involve 
collusion, forgery, intentional omissions, misrepresentation, or the override of internal control.  Misstatements are considered material 
if there is a substantial likelihood, that, individually or in the aggregate, they would influence the judgement made by a reasonable 
user based on the financial statements.  
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In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards, we:  
 

• Exercise professional judgement and maintain professional skepticism throughout the audit.  
 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, 
and design and perform audit procedures responsive to those risks.  Such procedures include examining, on a test 
basis, evidence regarding the amount and disclosures in the financial statements.  

 

• Obtain an understanding of internal control relevant to the audit 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 
school’s internal control.  Accordingly, no such opinion is expressed. 

 

• Evaluate the appropriateness of accounting policies and the reasonableness of a significant accounting estimates 
made by management, as well as evaluate overall presentation of the financial statements.  

 

• Concluding whether, in our judgement, there are conditions or events, considered in the aggregate that raise 
substantial doubt about the School’s ability to continue as a going concern for a reasonable period of time.  

 
We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing 
of the audit, significant audit findings, and certain internal control-related matters that we identified during the audit. 
 
Supplementary Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The supplementary 
information including the Schedule of Expenses, Schedule of Capital Assets, Budgetary Comparison Schedule, Material Budget 
Variance Expenditures, State Compensatory Education and Bilingual Education Program Expenditures, Schedule of Real Property 
Ownership Interest, and Schedule of Related Party Transactions are presented for the purposes of additional analysis as required by 
the Texas Education Agency and are not a required part of the financial statements.  The budget variance explanations have not 
been subjected to the auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not express 
an opinion or provide any assurance on them.  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 the additional procedures in accordance with auditing standards generally 
accepted in the United States of America.  In our opinion, the information detailed above is fairly stated, in all material respects, in 
relation to the financial statements as a whole.  
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 27, 2022, 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 solely to describe the  scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of 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.  

 
December 27, 2022 
Greenville, Texas  
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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 
____________________________________________________________________ 

 
 
 
 
Members of the Board 
 
 
 
 
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, each major fund, and the aggregate remaining fund 
information of the Sails Forever East Texas Charter School (School), as of and for the year ended August 31, 2022, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial statements, and have issued 
our report thereon dated  December 27, 2022. 
 
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 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 
 
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. 
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Report on Internal Control – Continued 
 
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. 

 
December 27, 2022 
Greenville, Texas 
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Exhibit A-1

2022

ASSETS

Current Assets 

Cash and Cash Equivalents 321,522$              

Accounts Receivable 120,313                

    Total Current Assets 441,835                

Net Property and Equipment 1,270,392             

  Total Assets 1,712,227$           

LIABILITIES

Current Liabilities

Accounts Payable 6,196$                  

Accrued Liabilities 63,433                  

Unrearned Revenue 3,172                   

   Total Current Liabilities 72,801                  

  Total Liabilities 72,801                  

NET ASSETS

    Without Donor Restrictions 1,604,613             

    With Donor Restrictions 34,813                  

       Total Net Assets 1,639,426             

  Total Liabilities and Net Assets 1,712,227$           

SAILS FOREVER EAST TEXAS CHARTER SCHOOL

STATEMENT OF FINANCIAL POSITION

AUGUST 31, 2022

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes are an integral part of this statement. 
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 Exhibit B-1

 

 

Without Donor With Donor

Restrictions Restrictions Total

REVENUES

 

Local Support 44,511$               -$                          44,511$               

State Program Revenues -                          1,457,610            1,457,610            

Federal Program Revenues -                          32,663                 32,663                 

Net Assets Released from Restrictions: -                          

     Restrictions Satisfied by Payments 1,490,273            (1,490,273)           -                          

          Total Revenues 1,534,784            -                          1,534,784            

EXPENSES

Program Services

   Instructions and Instructional-Related Services 1,034,511            -                          1,034,511            

   Instructional and School Leadership 226,608               -                          226,608               

   Support Services - Student (Pupil) 104,219               -                          104,219               

 

Support Services 

  Administrative Support Services 194,927               -                          194,927               

  Support Services - Non-Student Based 124,817               -                          124,817               

       Total Expenses 1,685,082            -                          1,685,082            

Operating Income (Loss) (150,298)              -                          (150,298)              

NON OPERATING REVENUE (EXPENSE)

 Gain (Loss) from Sale of  Capital Assets 797                      -                          797                      

 Net Non Operating Revenue (Expense) 797                      -                          797                      

 Increase (Decrease) in Net Assets (149,501)              -                          (149,501)              

 Net Assets - Beginning (September 1) 1,754,114            34,813                 1,788,927            

 Net Assets - Ending (August 31) 1,604,613$          34,813$               1,639,426$          

SAILS FOREVER EAST TEXAS CHARTER SCHOOL

STATEMENT OF ACTIVITIES

YEAR ENDED AUGUST 31, 2022

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes are an integral part of this statement.  



12  

  
 

Exhibit C-1

2022

Cash Flows from Operating Activities:

  Receipts from Foundation School Program Payments 1,457,610$     

  Receipts from Grant Payments 32,663             

  Receipts from Local Sources 44,510             

  Payments to Vendors for Goods and Services Rendered (1,103,196)      

  Payment to Charter School Personnel for Services Rendered (472,508)          

Net Cash Provided by (Used for) Operating Activities (40,921)            

Cash Flows from Investing Activities

  Purchase of Land, Improvements, Vehicles and Equipment (55,146)            

    Net Cash Provided by (Used for) Investing Activities (55,146)            

Net Increase (Decrease) in Cash  (96,067)            

Cash - Beginning (September 1) 417,589           

Cash - Enging (August 31) 321,522$         

Reconciliation of Change in Net Assets to Net Cash

  Provided by Operating Activities

Change in Net Assets (149,501)          

Adjustments to Reconcile Change in

Net Cash Provided by Operating Activities - 

    Depreciation 104,454           

(Increase) Decrease in Current Assets:

    Accounts Receivable (8,665)              

Increase (Decrease) in Current Liabilties 

     Accounts Payable (501)                  

     Accrued Liabilities 10,120             

     Unearned Revenue 3,172                

Net Cash Provided by (Used for) Operating Activities (40,921)$          

SAILS FOREVER EAST TEXAS CHARTER SCHOOL

     STATEMENT OF CASH FLOWS  

     YEAR ENDED AUGUST 31, 2022

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The accompanying notes are an integral part of this statement  
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                                     Exhibit D-1 
SAILS FOREVER EAST TEXAS CHARTER SCHOOL 

STATEMENT OF FUNCTIONAL EXPENSES 
YEAR ENDED AUGUST 31, 2022 

 
 

Program 
Services                                                                                                 Supporting Services Support Services

Total 

Program Non-Student Supporting 

Expense Administrative Based Services Total 

Expenses

Salaries 975,491$    134,217$    -$              134,217$  1,109,708$ 

Payroll Taxes 12,524       2,187         -                2,187       14,711        

Employee Benefits 97,782       15,789        -                15,789     113,571      

Contracted Services 42,196       2,172         35,462       37,634     79,830        

Maintenance and Repairs -                -                4,384         4,384       4,384         

Utilities 2,712         -                28,184       28,184     30,896        

Depreciation and Amortization 102,998      8,378         6,833         15,211     118,209      

Supplies 63,118       2,886         28,171       31,057     94,175        

Travel 2,292         2,735         -                2,735       5,027         

Insurance 5,989         8,899         20,713       29,612     35,601        

Professional Fees 43,211       11,150        1,070         12,220     55,431        

Other 17,025       6,514         -                6,514       23,539        

Total Expenses 1,365,338$ 194,927$    124,817$    319,744$  1,685,082$ 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes are an integral part of this statement  
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SAILS FOREVER EAST TEXAS CHARTER SCHOOL 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

YEAR ENDED AUGUST 31, 2022 
 
 
A. Summary of Significant Accounting Policies 
 
 1. Reporting Entity 
 
 Sails Forever East Texas Charter School (“School”) is a Texas non-profit corporation.  The School is governed by a 

Board of Directors comprised of five members.  The board is selected pursuant to the bylaws of the School, and 
significantly influence operations.  The board has the primary accountability for the fiscal affairs of the School.   

 
 The School receives funding from local, state, and federal government sources and must comply with the 

requirements of the entities providing those funds.  
 
 2. Corporate Operations 
   

 Sails Forever East Texas Charter High School was organized in 1998 to provide educational services to at-risk 
students and their programs, services, activities and functions are governed by the School’s board of directors.  
The School operates a single charter school and does not conduct any other charter or non-charter activities. 
The Texas Education Agency (TEA) is the state agency that granted this charter for operating a school.  

 
 3. Basis of Presentation – Basis of Accounting 

 
The accompanying financial statements have been prepared using the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States (GAAP). The principles require 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts 
of revenue and expenses during the reporting period.  Actual results could differ from their estimates.     

 
Net assets and revenues, expenses, gains and losses are classified based on the existence and nature or 
absence of donor· imposed restrictions. Restricted revenues whose restrictions are met in the same year as 
received are shown as unrestricted revenues. Accordingly, net assets of the organization and changes 
therein are classified and reported as follows: 

 
Net Assets Without Donor Restrictions are general operations and not subject to donor 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 are 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 stipulated that resources be maintained in perpetuity. 

 
Use of Estimates 

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

 
Support that is restricted by the donor is reported as an increase in temporarily restricted or permanently 
restricted net assets in the reporting period in which the support is recognized. When a restriction expires, 
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of 
activities as net assets released from restrictions. 
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SAILS FOREVER EAST TEXAS CHARTR SCHOOL 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

YEAR ENDED AUGUST 31, 2022 
 

 
A. Summary of Significant Accounting Policies (Continued) 

 
3. Basis of Presentation – Basis of Accounting (Continued) 

 
Concentration of Credit and Market Risk 

 
Financial instruments, which potentially subject the School to concentration of Credit risk consist solely of cash. 
The School maintains its cash balances in the bank deposit accounts. At year end the bank balance was                    
$ 321,433.88. Any amount that exceeds federally insured (FDIC) limits was secured by the financial institution 
under the terms of a depository contract.  
 
Risk Management  
 
The School is exposed to various risks of loss related to torts; theft of; damage to and destruction of assets; 
error and omissions; and injuries to employees and students. Risks are covered by commercial 
insurance purchased from independent third parties. There have been no claims that have exceeded 
commercial insurance coverage for the past three years. 

 
Cash and Cash Equivalents 

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

 
Property and Equipment 
 
Property and equipment assets include buildings and improvements, furniture and equipment, vehicles and 
other personal property, are reported in the financial statements Capital assets are defined by the School 
as assets with an individual cost of more than $ 5,000. Such assets are recorded at historical cost and are 
depreciated over the estimated useful lives of the assets, which range from three to twenty-five years, using 
the straight-line method of depreciation. Expenses for additions, major renewals and betterments are 
capitalized, and maintenance and repairs are charged to expense as incurred. Donations of assets are 
recorded as direct additions to net assets at fair value at the date of donation, which is then treated as cost. 
 
Federal Income Tax 
 
The School is a not-for profit organization that is exempt from income taxes under Section 501(c)3 of the Internal 
Revenue Code. The School is exempt from taxes on income other than unrelated business income, if any. The 
School did not have any unrelated business income during the current year. Accordingly, the School has not 
recorded any provision for income taxes. 

 
Management is not aware of any violation of its tax status as an exempt organization, nor of any exposure to 
unrelated business income tax. 

 
The School files Form 990 as a tax-exempt organization. Internal Revenue Code (IRC) Section 6501(a) 
provides the general rule that the amount of any tax shall be assessed within three years after the tax 
return is filed. IRC provides that a return is deemed filed on the due date if it is filed early but is deemed filed on 
the date filed if it is filed late. As of year-end, the prior three fiscal year tax returns are open for examination 
by the Internal Revenue Service. 
 
Advertising Expense 

 
The School expenses all advertising costs as incurred. The School did not report any advertising cost. 
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SAILS FOREVER EAST TEXAS CHARTER SCHOOL 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

YEAR ENDED AUGUST 31, 2022 
 
 

A. Summary of Significant Accounting Policies (Continued) 
 

Functional Allocation of Expenses 
 
Expenses are reported by their functional classification as program services or supporting services.  Program 
services are the direct conduct of supervision of activities that fulfill the purpose of which the School exists.  
Supporting services are not directly identifiable with specific program activities.  Expenses that are attributed to 
one or more program or supporting activities are allocated among the activities benefitted.  Salaries and related 
cost are charged directly either to program services of supporting services based on actual time worked in the 
area.  Information technology costs are allocated based on whether the cost are associated with program 
services.  The costs of providing the various programs and supporting activities have been summarized on a 
functional basis in the statement of activities.  
  

B.  Property and Equipment 
                 

 Property and equipment at year-end are as follows:              
  

       

Land and Improvements 264,603$            

Building and Improvements 2,319,832           

Vehicles  131,505              

Furniture and Equipment 184,912              

Total Property and Equipment 2,900,852$         

Less Accumulated Depreciation (1,630,460)         

Net Property and Equipment 1,270,392$         

 
 

The School charged off $ 104,454 of depreciation expense for the year.  The depreciation was recorded as an expense 
allocated based on the use of the capital asset.  

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

 
C. Long-Term Debt 

 

The School did not have any debt, short or long term, at year end. 

 
D. Multi-employer Defined Benefit Pension Plan  
 

The School participates in a cost-sharing multi-employer defined benefit pension plan that has a special funding situation.  
The plan is administrated by Teacher Retirement System of Texas (TRS). TRS’s defined benefit pension plan (Plan) is 
established and administered in accordance with the Texas Constitution, Articles XVI, Section 67 and Texas Government 
Code, Title 8, Subtitle C. The pension trust fund is a qualified pension trust under Section 401(a) of the Internal Revenue 
Code.  The Texas Legislature establishes benefits and contribution rates within the guidelines of the Texas constitution.  
The Plan’s Board of Trustees does not have the authority to establish or amend benefit terms. All employees of public, 
state supported educational institutions in Texas who are employed for one-half or more of the standard work load and 
who are not exempt from membership under Texas Government Code, Title 8, Section 822.002 are covered by the plan.    

 
TRS provides service retirement and disability retirement benefits and death benefits to eligible employees (and their 
beneficiaries) of public and higher education in Texas.  Charter schools are legally separate entities from the state and 
each other.  Assets contributed by one charter school or Independent School School (ISD) may be used for the benefit of 
an employee of another ISD or charter school.  The unfunded obligations get passed along to the other charter schools 
and ISD’s. There is not a withdrawal penalty for leaving the TRS system.   
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SAILS FOREVER EAST TEXAS CHARTER SCHOOL 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

YEAR ENDED AUGUST 31, 2022 
 
 
D. Multi-employer Defined Benefit Pension Plan  
 

Information with respect to the Plan and the School’s participation of the Plan for the measurement year ended                               
August 31, 2021, is as follows:  
 

Legal Name of Plan: Teacher Retirement System of Texas 

EIN/Pension Plan Number: N/A 

Total Plan Assets: 184,361,870,581$     

Accummulated Benefit Obligations: 209,961,325,288$     

Plan funded percentage: 75.24% Funded 

Is plan covered by collective bargaining agreements: No 

Employer contributions to the plan: 41,978$                       

Contribution greater than 5% of total plan contributions? No 

Contribution Rates: 

       Member 7.7%

       Non-Employer Contributing Entity (State)  7.5%

       Employers  7.5%  
 
There have been no changes that would affect the comparison of employer contributions from year to year.  
 

E.    Health Care Coverage 
 

During the year employees of the School were covered by a Health Insurance Plan (the Plan). The School 
contributed $ 225 per month per employee to the Plan. Employees, at their option, authorized payroll withholdings 
to pay contributions or premiums for dependents. All premiums were paid to licensed insurers. 

 
The health care coverage cost to the School for the year was $ 43,258. 

 
F.           Temporarily Restricted Net Assets 

 
The School had temporarily restricted net assets at year-end totaling $ 34,813. The temporarily restricted net assets 
are released as education expense are incurred. 

 
G.    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 is subject to audit and adjustment. Expenses charged to federal programs are subject to audit and 
adjustment by the grantor agency. The programs administered by the School have complex compliance 
requirements, and should state or federal auditors discover areas of noncompliance, funds may be subject to refund 
if so, determined by the Texas Education Agency or another grantor agency. 
 
The School receives 95% of their revenues through state programs that are governed by various statutes and 
regulations. State program funding is based primarily on student attendance data submitted to the Texas 
Education Agency and is subject to audit and adjustment. The programs administered by the School have complex 
compliance requirements, and should state or federal auditors discover areas of noncompliance, the funds received 
from these sources may be subject to refund as determined by the Texas Education Agency or another grantor 
agency. 
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SAILS FOREVER EAST TEXAS CHARTER SCHOOL 
NOTES TO THE BASIC FINANCIAL STATEMENTS 

YEAR ENDED AUGUST 31, 2022 
 

 
H.    Litigation 

 
      No reportable litigation was pending against the School at year-end. 
 
I.     Related Party Transactions 

 
The School paid Terry Lapic for wages and other benefits as superintendent for the year, as well as a $ 23,100 
salary increase for the months of February through August.  Contract payments and other compensation paid totaled                  
$ 215,600 for the year.  

 
J.   Subsequent Event 

 
There were no subsequent events determined by management subsequent to the Statements of Financial Position 
and through December 27, 2022, which approximates the date the financial statements are available to be issued. 

 
K.          Economic Dependency 
  

During the year, the School recognized revenue of $ 1,457,610 from the TEA. For the year, this amount constitutes 
approximately 94.97% of total revenues earned. Any unforeseen loss of the charter agreement with TEA or changes in 
legislative funding could have a material effect on the ability of the School to continue to provide the current level of 
services to its students.   
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Exhibit E-1

SAILS FOREVER EAST TEXAS CHARTER SCHOOL 

SCHEDULE OF EXPENSES 

YEAR ENDED AUGUST 31, 2022

Object 

Code Description Amount 

6100 Payroll Cost 1,237,991$     

6200 Professional and Contracted Services 170,540         

6300 Supplies and Materials 59,945           

6400 Other Operating Cost 216,606         
 

 Total Expenses 1,685,082$     
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        Exhibit E-2 
SAILS FOREVER EAST TEXAS CHARTER SCHOOL 

STATEMENT OF CAPITAL ASSETS  
YEAR ENDED AUGUST 31, 2022 

 
 

Object Ownership Interest 

Codes Description Local State Federal

1510 Land and Improvements -$                      264,603$            -$                      

1520 Buildings and Improvements -                        2,319,832           -                        

1531 Vehicles -                        131,505             -                        

1539 Furniture and Equipment -                        184,912             -                        

Total Capital Assets -$                      2,900,852$         -$                      
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 Exhibit E-3

 

 

Original Final Actual Variance from

Codes Budget Budget Amounts Final Budget 

REVENUES

5700 Local and Intermediate Sources 45,000$                    45,000$                     44,511$                    (489)$                        

5800 State Program Revenues 1,400,000                 1,400,000                 1,457,610                 57,610                      

5900 Federal Program Revenues 25,514                      25,514                      32,663                      7,149                        

5020    Total Revenues 1,470,514$               1,470,514$               1,534,784$               64,270$                    

EXPENSES

0011 Instruction 875,475$                  962,725$                  995,619$                  (32,894)$                   

0013 Curriculum and Staff Development 38,975                      46,975                      38,892                      8,083                        

0023 School Leadership 221,400                    233,400                    226,608                    6,792                        

0031 Guidance, Counseling and Evaluation Services 4,775                        4,775                        3,923                        852                           

0035 Food Service -                                33,000                      34,229                      (1,229)                       

0036 Cocurricular/Extracurricular Activities 53,900                      48,900                      44,744                      4,156                        

0041 General Administration 199,725                    199,725                    194,927                    4,798                        

0051 Facility Maintenance and Operations 120,600                    123,600                    118,136                    5,464                        

0052 Security and Monitoring Services 11,500                      11,500                      6,681                        4,819                        

0053 Data Processing Services 22,000                      22,000                      21,323                      677                           

Total Expenses 1,548,350$               1,686,600$               1,685,082$               1,518$                      

Operating Income (Loss) (77,836)$                   (216,086)$                 (150,298)$                 62,752$                    

NONOPERATING REVENUE (EXPENSE)

Gain (Loss) from Sale of Assets -$                              -$                              797$                         797$                         

 Change in Net Assets (77,836)$                   (216,086)$                 (149,501)$                 63,549$                    

 Net Assets - Beginning (September 1) 1,788,927                 1,788,927                 1,788,927                 -                                

 Net Assets- Ending (August 31) 1,711,091$               1,572,841$               1,639,426$               63,549$                    

SAILS FOREVER EAST TEXAS CHARTER SCHOOL

BUDGETARY COMPARISON SCHEDULES

YEAR ENDED AUGUST 31, 2022
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SAILS FOREVER EAST TEXAS CHARTER SCHOOL 
NOTES TO THE SUPPLEMENTARY INFORMATION  

YEAR ENDED AUGUST 31, 2022 
 
 

 
A.     Budget  

 
The budget was adopted by the Board of Director’s prior to the start of the fiscal year and any expenditures of funds.  
It was prepared in accordance with accounting practices generally accepted in the United States of America. Once 
the budget is adopted by the Board at a duly called meeting, can amend the budget as long as the year has not 
ended.  Any amendments adopted by the Board following year end will not be considered valid.  All amendments 
adopted are in turn recorded in the records of the School to provide the guidance and approval to expend funds for 
the educational and other costs of the School.  All budget appropriations lapse at year end.   

 
B.     Budget Amendments 

 
Various situations arose during the year requiring the amending of the budget for the year. These amendments 
approved during the year allowed the School to operate within the budget for all functional expenses except for 
Function 11 – Instruction and Function 35 – Food Service.  Instructional costs were increased during the year and 
year end for various expenses including salary accruals.  Function 35 relates to the various snacks and other food 
products sold to students for supplementing their individual nutrition goals.  These expenses are covered by the sale 
price generated to provide these items for the students.  


