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ARISE! INC.
COUNTY-DISTRICT NO. 057833
FEDERAL EMPLOYER IDENTIFICATION NUMBER: 31-1581048

ANNUAL FINANCIAL AND COMPLIANCE REPORT
FOR THE YEAR ENDED AUGUST 31, 2021

CERTIFICATE OF BOARD OF DIRECTORS

We, the undersigned, certify that the att\z?aed Annual Financial and Compliance Report of Arise!,
Inc. was reviewed and (check one) V' approved disapproved for the year ended August
31,2021, at a meeting of the governing body of said charter holder on the Sﬁ,day of Aprif,

2022, :- MO-‘L(_J pgz

Signature of M(xetary Signature of Board President
NOTE: [f the governing body of the charter school does not approve the independent auditors’

report, it must forward a written statement discussing the reason(s) for not approving
the report.



GREGORY S. DELK

(CPA)

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Arise! Inc.
Sunnyvale, Texas

Members of the Board of Directors:

Report on the Financial Statements

We have audited the accompanying financial statements of Arisel Inc. {a non-profit organization), which comprise
the statement of financial position as of August 31, 2021 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 eiror.

Auditor’'s Responsibility

Our responsibility is to express an opinion on the 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 cbtain 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 the accounting principles used and the
reascnableness 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 ¢btained 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 Arise! Inc. as of August 31, 2021, 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.

100 ALLENTOWN PARKWAY » SUITE 202 = ALLEN, TEXAS * 75002-4216
TELEPHONE (469) 675-3072 » FAX (469) 675-3091 « TOLL FREE (800) 653-2408
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Other Matters
Other Information

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 Titfe 2 U.S. Code of Federal Regulations (CFR) Part 200 Uniform Administrative Requirements, Cost
Principles and Audit Requirements for Federal Awards, and is not a required part of the basic financial statements.
The accompanying specific purpose financial statements and supplementary informatjon including the Schedule of
Expenses, Schedule of Capital Assets, Budgetary Comparison Schedule, Schedule of Real Property Ownership
Interests, and Schedule of Related Party Transactions are presented for purposes of additional analysis as required
by the Texas Education Agency and are 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 April 26, 2022, on our
consideration of Arisel Inc.’s internal control over financial reparting 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 controls over financial reporting and compliance and the results of that
testing, and not to provide and opinion on 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 Arise!
Inc.’s internal control over financial reporting and compliance.

4 Dedl

Gregory S. Delk, CPA
April 26, 2022
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ARISE!, INC.
Statement of Financial Position
August 31, 2021

ASSETS
Current Assets
Cash in Banks and On Hand
Due from State
Due from Federal Agencies
Other Receivables
Prepaid Expenses
Total Current Assets

Property and Equipment
Land
Building and Improvements
Furniture and Equipment
Furniture and Equipment-Capital Leases
Accumulated Depreciation
Total Property and Equipment

Other Assets
Escrowed Account
Total Other Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Current Liabilities

Bonds Payable-Current Portion
Loeans Payable-Current Portion
Capital Lease Payable-Current Portion
Accrued Interest Payable
Payroll Taxes & Related Payables
Accrued Wages Payable
Other Accrued Expenses

Total Current Liabilities

Long-Term Liabilities
Bonds Payable-Less Current Portion Net of Unamortized Issuance Costs {$117,600.00)
Notes Payable Less Current Portion
Capital Lease Payable Less Current Portion
Total Long-Term Liabilities

Net Assets
Without Donor Restrictions
With Donor Restrictions
Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.
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Exhibit A-1

3 220,731.14
571,747.00
395,400.94

14,45515
73,186.12
1,275,520.35

766,295.00
5,866,303.85
455,012.53
282,142.20
{1,121,423.08)
6,248,330.50

487,986.00
487,996.00

$ 50114685

3 106,000.00
161,000.00
18,743.06
38,062.04
78,407.02
369,789.03
8,277.18
780,278.33

2,439,700.00
3,215,000.00

35,645.28
5,600,345.28

(65,719.03)
1,606,942.27
1,541,223.24

$ 8,011,646.85_



Statement of Activities

ARISE!, INC.

For the Year Ended August 31, 2021

REVENUE AND OTHER SUPPORT
Local Support--

Earnings from Investments

Earnings from Lease

Donations & Gifts

Insurance Recovery

Other Local Revenues

Enterprising Services Revenue
Total Local Support

State Program Revenues--
Foundation Schoal Program-Per Capita
Foundation School Program
MFS SPED Offset
School Safety and Security
Total State Program Revenues

Federal Program Revenues--
School Breakfast Matching
USDA Commodities
Title |, Part A
IDEA-Part B Formula
IDEA-Part B Preschool
Title {l, Part A
Title Ill, Part A
ESSER Grant
Instructional Continuity
ESSER Il Grant Prior Purchase Reimbursement
ESSER Il Grant Current
Title IV, Part A
ESSER Il Grant 2019-2020 Year
Paycheck Protection Pgm Loan Forgiveness
Total Federal Program Revenues

Net Assets Released from Restrictions
Total Revenue and Other Support

EXPENSES

Program Services:
Instructional and Instructional Related Services
instructiona! and School Leadership

Support Services:
Administrative Support Services
Support Services-Non-Student Based
Support Services-Student (Pupil)
Debt Services
Fund Raising

Total Expenses

Change in Net Assets
Net Assets Beginning of Year

Net Assets End of Year

Without Donor

With Donor

Restrictions Resftrictions Totals
$ 17430 § 174.30
6,000.00 6,000.00
569.00 569.00
3,632.50 3,632.50
1,630.00 1,630.00
43,100.89 43,100.89
0.00 55,106.69 55,106.69
275,186.00 275,186.00
5,514,269.00 5,514,269.00
3,869.00 3,869.00
5,343.91 5,343.91
0.00 5,798,667.91 5,798,667.91
66,923.37 66,923.37
13,503.32 13,503.32
100,123.66 100,123.66
87,329.45 87,329.45
1,304.13 1,304.13
6,394.83 6,394.83
2.311.44 2.311.44
2,473.00 2,473.00
8,375.00 8,375.00
6,801.84 6,801.84
387,581.46 387,581.48
4,741.52 474152
96,890.13 96,890.13
682,900.00 682,500.00
0.00 1,467,653.15 1,467,653.15
6,256,436.69 (6,256,436.69) 0.00
6,256,436.69 1,064,991.06 7.321,427.75
327786204  meee 3,277,862.04
39364084 e 393,640.94
86868108 - 868,681.09
1,193,653.27 — 1,193,653.27
232,847.83 R 232,847.83
250,252.38 -— 250,252.38
39,499.14 39,499.14
6,256,436.69 0.00 6,256,436.69
0.00 1,064,991.06 1,064,991.06
(65,719.03) 541,951.21 476,232.18
$ (65,719.03) § 1,606,94227 $ 1,541,223.24

The accompanying notes are an integral part of these financial statements.
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EXPENSES
Payroll Expenses:
Salaries and Wages
Benefits
Payroll Taxes
Total Payroll Expenses

$

Non Payroll Expenses before Depreciation

Professional Services
Contracted Services
Utilities

Rentals

General Supplies
Other Supplies
Testing Supplies
Food Service

Travel

Insurance
Miscellaneous

Debt Service Costs

Total Non Payroll Expenses before Depreciation
Total Expenses before Depreciation

Depreciation
Total Expenses

ARISEL!, INC. Exhibit A-3
Statement of Functional Expenses
For the Year Ended August 31, 2021
Program Management
Services and General Fundraising Totals
3,111,871.31 $  409,099.90 $ 3,520,971.21
282,053.90 56,045.26 338,099.18
43,601.17 5,650.04 49,251.21
3,437,526.38 470,795.20 0.00 3,908,321.58
8,675.80 23,048.25 31,725.15
513,647.32 123,240.68 39,499.14 676,387.14
96,794.95 10,755.00 107,549.95
185,836,56 20,648.51 206,485.07
460,777.98 9,705.73 470,483.71
88,610.08 88,610.06
2,071.50 2,071.50
118,964.26 118,964.26
745,25 1,465.85 2,211.10
77,157.59 77,157.59
13,545.71 6,188.49 19,734.20
225227 14 25,025.24 250,252 .38
1,792,054.22 220,078.75 39,499.14 2,051,632.11
5,229,580.60 690,873.95 39,499.14 5,950,053.69
266,834.70 29,648.30 296,483.00
5,496,415.30 3 720,522.25 § 39,499.14 $ 6,256,436.69

The accompanying notes are an integral part of these financial statements.
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ARISE!, INC. Exhibit A-4
Statement of Cash Flows
For the Year Ended August 31, 2021

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Government Contracts/Grants $ 6,458,306.03
Cash Received from Local Sources 55,106.69
Cash Paid to Suppliers for Goods and Services (2,132,785.67)
Cash Paid to Employees for Services (3,543,796.54)
Cash Paid for Income Taxes 0.00
Cash Paid for Interest Expense (243,952.38)
Net Cash Provided By Operating Activities 502,878.13
CASH FLOWS FROM INVESTING ACTIVITIES
Funding of Reserved Cash Account (207,721.00)
Purchase of Property and Equipment (57,704.00)
Net Cash Used By Investing Activities (265,425.00)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments on Indebtedness {971,194.32)
Net Cash Used By Financing Activities {971,194.32)
Net Decrease in Cash (643,741.19)
Cash at Beginning of Year 864,472.33
Cash at End of Year 3 220,731.14

RECONCILIATION OF CHANGE IN NET ASSETS TO
NET CASH PROVIDED BY OPERATING ACTIVITIES

Change in Net Assets $ 1,064,991.06
Adjustments to Reconcile Change in Net Assets to Net Cash
Provided By Operating Activities:

Depreciation & Amortization 302,783.00
(Increase) Decrease in Operating Assets-—-
Due from State {559,110.45)
Due from Federal Agencies {180,301.43)
Other Receivables (14,455.15)
Prepaid Expenses 50,557.16
Escrowed Account (113.94)
increase (Decrease) in Operating Liabilities--
Accrued Interest Payable {1,461.17)
Payroli Taxes Payable 6,314.12
Accrued Wages Payable (22,911.50)
Due To State (54,148.00)
Other Accrued Expenses 734.43
Net Adjustments (472,112.93)
Net Cash Provided By Operating Activities $ 592,878.13

The accompanying notes are an integral part of these financial statements.
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ARISE! INC,

Notes To Financial Statements
For the Year Ended August 31,2021

1, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Organization and Nature of Activities —

Arise! Inc. d/b/a Education Center International Academy provides an alternative learning environment
for students. The School operates under an open enrollment charter granted by the State of Texas
Board of Education. This charter was originally issued for a period of five years starting August 2001
and is subject to review and renewal periadically. The organization’s charter was renewed until July 31,
2026. The School is part of the public school system of the State of Texas and is therefore entitled to
distribution from the State’s available school fund. The Schocl does not have the authority to impose
ad valorem taxes or to charge tuition. The organization does business as Fducation Center International
Academy and there is not currently any additional financial activity outside of the charter school.
The Organization was incorporated in 1997 and has been recognized as an organization exempt from
federal income taxes under Section 501(c) (3) of the Internal Revenue Code.

B. Accounting Policies —
The financial statements have been prepared in conformity with accounting principles generally
accepted in the United States of America. The Financial Accounting Standards Board is the accepted
standard setting body for establishing not-for-profit accounting and financial reporting principles. The
accounting system is organized under the Special Supplement to Financial Accounting and Reporting —
Nonprofit Charter School Chart of Accounts, a module of the Texas Education Agency Financial
Accountability Resource Guide. The significant accounting policies are as follows:

To ensure observance of limitations and restrictions placed on the use of resources available to the
School, the accounts are maintained in accordance with the principles of fund accounting during the
year. Resources for various purposes are classified into funds according to their nature and purposes.
Separate accounts are maintained for each fund; however, the accompanying statements of financial
position and of activities focus on the organization as a whole and reports the amounts of its total
assets, liabilities, net assets and changes in net assets in accordance with Financial Accounting
Standards Board Statement No. 117,

Net Assets

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor- or
grantor imposed restrictions. Accordingly, net assets and changes therein are classified as either
without donor restrictions or with donor restrictions.

Net Assets Without Donor Restrictions - Net assets available for use in general operations and not
subject to donor {or certain grantor) restrictions.

Net Assets With Donor Restrictions - Net assets subject to donor- (or certain grantor-) imposed
restrictions. Some donor-imposed restrictions are tempaorary 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.

In accordance with state law, a charter holder is entitled to receive state aid for the charter school
based on student attendance; however, before the charter holder may reclassify state aid from net
assets with donor restrictions to net assets without donor restrictions, it must expend state aid for the
benefit of its students consistent with TEC, §45.105(c).




ARISE! INC.
Notes To Financial Statements
For the Year Ended August 31, 2021

1. SUMMARY OF SIGNIFICANT ACCOUNTING PQOLICIES {continued)
C. Cash and Cash Equivalents —
For purposes of the statement of cash flows, cash and cash equivalents are comprised of cash on hand
and in banks.

D. Fixed Assets and Depreciation —
All assets acquired with a value of $5,000.00 or greater (51,500.00 for computers) and an estimated
useful life of three years or more are recorded as fixed assets and are valued at cost or estimated cost.
Donated assets are reported at the fair market value at the time of acquisition. Depreciation of building
improvements and equipment is provided over the estimated useful lives of the assets on a straight line
basis. Expenditures for additions, major renewals and betterments are capitalized, and maintenance
and repairs are charged to expense as incurred. Donations of assets are recorded as direct additions to
net assets at fair value at the date of donation, which is then treated as cost.

E. Revenues —
Revenues from the State of Texas available school fund are earned based on reported attendance.
Contributions received are recognized as revenue in the period received and are reported as support
either with or without donor imposed restrictions, in accordance with FASB ASU 2016-14. Government
grant contracts that are entered into by the School are recognized as revenue when services are
rendered or when expenses in connection with those services are incurred in accordance with the
accrual method.

F. Donated Goods and Services —

Donated goods and services that can be measured and meet certain other requirements are recorded
in the financial statements as in kind contributions and expenses of a like amount.

G. Personal Leave —
All employees earn five days of paid local and five days of paid state personal leave per year. However,
unused balances do not accumulate; therefore, there is no lability accrued on the financial statements.

H. Estimates —
In preparation of the financial statements and in conformity with generally accepted accounting
principles, management’s estimated useful lives of asset classes were used in the calculation of
depreciation.

[. Functional Allocation of Expenses —
The expense of the various programs and other activities has been presented on a functional basis in
the statement of activities. Accordingly, certain expenses and supporting service costs have been
allocated among the various programs.

§. Pension —
The fiduciary net position of the Teacher Retirement System of Texas (TRS) has been determined using
the flow of economic resources measurement focus and full accrual basis of accounting. This includes
for purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pensions, pension expense, and information about assets, liabilities and
additions to/deductions from TRS's fiductary net position. Benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.




ARISE! INC.

Notes To Financial Statements
For the Year Ended August 31, 2021

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

K. Recent Accounting Pronouncements —
The FASB has issued ASU No. 2016-02, Leases (Topic 842) to be effective for fiscal years beginning after
December 15, 2021. Under this new standard, lessees are required to recognize on the balance sheet a
lease asset and a lease liability for all leases with terms exceeding 12 months. In the case of operating

leases previously only disclosed in the footnotes, this will represent a major change in presentation in
the financial statements.

The QOrganization is currently evaluating the effect this new accounting pronouncement will have on the
financial statements.

2. BUILDING IMPROVEMENTS AND EQUIPMENT

An analysis of property and equipment at August 31, 2021, is presented as follows:

Accumulated Straight Line
Asset Cost Depreciation Net Depr. Rate
Land S| 766,295.00 -0- 766,295.00 N/A
Building and Improvements 5,866,303.85 655,806.35 | 5,210,497.50 | 2.5%-6.67%
Furniture & Equipment 455,012.53 265,574.59 189,437.94 14.29%
Furn & Egmt-Capital Leases 282,142.20 200,042.14 82,100.06 14.29%
Total $i 7,369,753.58 | 1,121,423.08 | £,248,330.50

Depreciation expense for the year ended August 31, 2021 was $296,483.00,

3. PENSION PLAN

Plan Description

The Organization participates in a cost-sharing multiple-employer defined benefit pension that has a special
funding situation. The plan is administered by the Teacher Retirement System of Texas {TRS). TRS's defined
benefit pension plan is established and administered in accordance with the Texas Constitution, Article 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 pension’s Board of Trustees does not
have the authority to establish or arnend benefit terms. No part of the plan is subject to a collective
bargaining agreement.

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 exempted from membership under Texas Government
Code, Title 8, Section 822.002 are covered by the system. Charter Schools are legally separate entities from
the State and each other. Funds contributed by any one Charter School or ISD may be used to satisfy the
obligations of all the Charter Schools and ISDs in the System. The unfunded obligations are shared by the
other Charter Schools and ISDs. There are no withdrawal penalties for leaving the TRS System.

Detailed information about the Teacher Retirement System is available in a separately-issued Annual
Comprehensive Financial Report that includes financial statements and required supplementary



ARISE! INC,

Notes To Financial Statements
For the Year Ended August 31, 2021

3. PENSION PLAN (continued)
information. That report may be obtained on the Internet at
https://www.trs.texas.gov/Pages/about_publications.aspx; by writing to TRS at 1000 Red River Street,
Austin, TX, 78701-2698; or by calling (512) 542-6592.

Benefits Provided

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

Contributions

Contribution requirements are established or amended pursuant to Article 16, section 67 of the Texas
Constitution which requires the Texas legislature tc establish a member contribution rate of not less than
6% of the member’s annual compensation and a state contribution rate of not tess than 6% and not more
than 10% of the aggregate annual compensation paid to members of the system during the fiscal year.
Texas Government Code section 821.006 prohibits benefit improvements, if as a result of the particular
action, the time required to amortize TRS’ unfunded actuarial liabilities would be increased to a period that
exceeds 31 years, or, if the amortization period already exceeds 31 years, the period would be increased by
such action.

Employee contribution rates are set in state statute, Texas Government Code 825.402. Senate Bill 12 of the
86th Texas Legislature amended Texas Government Code 825.402 for member contributions and
established employee contribution rates for fiscal years 2020 thru 2025. It also added a 1.5% contribution
for employers not paying Old Age Survivor and Disability Insurance (OASDI) on certain employees effective
for fiscal year 2016 as discussed in Note 1 of the TRS 2014 CAFR. The 86'" Texas Legislature, TRS Pension
Reform Bill increased employee and employer contribution rates for fiscal years 2020 through 2025.

Contributors to the plan include members, employers and the State of Texas as the only non-employer
contributing entity. The State is the employer for senior colleges, medical schools and state agencies
including TRS. In each respective role, the State contributes to the plan in accordance with state statutes
and the General Appropriations Act (GAA). As the non-employer contributing entity for public education
and junior colleges, the State of Texas contributes to the retirement system an amount equal to the current
employer contribution rate times the aggregate annual compensation of all participating members of the
pension trust fund during that fiscal year reduced by the amounts described below which are paid by the
employers. Employers {public school, junior college, other entities or the State of Texas as the employer for
senior universities and medical schools) are required to pay the employer contribution rate in the following
instances:




ARISE! INC.,
Notes To Financial Statements
For the Year Ended August 31, 2021

3. PENSION PLAN (continued)

*  On the portion of the member's salary that exceeds the statutory minimum for members entitled to
the statutory minimum under Section 21.402 of the Texas Education Code.

+  During a new member’s first 9¢ days of employment.

*  When any part or all of an employee’s salary is paid by federal funding sources, a privately sponsored
source, from non-educationat and general, or local funds.

*  When the employing district is a public junior college or junior college district, the employer shall
contribute to the retirement system an amount equal to 50% of the state contribution rate for certain
instructional or administrative employees; and 100% of the state contribution rate for all other
employees.

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

*  When employing a retiree of the Teacher Retirement System the employer shall pay both the member
contribution and the state contribution as an employment after retirement surcharge.

*  When a school district or charter school does not contribute to the Federal Old-Age, Survivors, and
Disability Insurance {OASDI) Program for certain employees, they must contribute 1.5 percent of the
applicable salary.

Statutorily Determined Contribution Rates

FYE 8/31
2021 2020
Member 7.7% 7.7%
Non-Employer Contributing Entity (State) 7.5% 7.5%
Employers 7.5% 7.5%

The Organization’s FYE 8/31/2021 Contributions to the Plan were $242,611.62 and did not represent more
than 5% of the total contributions to the plan. There have been no changes which would affect the
comparison of employer contributions from year 1o year.

Plan Assets and Obligations
Total Plan assets and obligations far the year 8/31/2021 are as follows:

Total Plan Assets $223,172,755,137
Total Accumulated Benefit Obligations $227,273,463,630
Total Plan Fiduciary Net Paosition $ 201,807,002,496

Net Position as a percentage of Total Pension Liability is 88.79%.

Additional Plans

Certain employees of the organization are covered under Federal Social Security and Medicare. Under the
provisions of that law, covered employees contribute 6.2% for Social Security and 1.45% for Medicare of
their covered annual earnings and the Organization pays the matching Social Security and Medicare
amounts.
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ARISE! INC.

Notes To Financial Statements
For the Year Ended August 31, 2021

4. OTHER POST EMPLOYMENT BENEFIT PLAN
Plan Description
The Organization participates in the Texas Public School Retired Employees Group Insurance Program {TRS-
Care). TRS-Care is a cost-sharing multiple-employer defined Other Post Employment Benefit (OPEB) plan
that has a special funding situation. The plan is administered through a trust by the Teacher Retiremertt
System of Texas (TRS) Board of Trustees, TRS-Care is established and administered in accordance with the
Texas Insurance Code, Chapter 1575.

Detailed information about the TRS-Care plan is available in the TRS Comprehensive Annual Financial
Report that includes financial statements and required supplementary information. That report may be
obtained on the Internet at https://www trs.texas.gov/Pages/about_publications.aspx; by writing to TRS at
1000 Red River Street, Austin, TX, 78701-2698; or by calling {512) 542-6592,

Benefits Provided

TRS-Care provides a basic health insurance coverage at low cost to all retirees from public schools, charter
schools, regional education service centers, and other educational districts who are members of the TRS
pension plan. Optional dependent coverage is available for an additional premium,

Plan Assets and Obligations
Total Plan assets and obligations for the year 8/31/2021 are as follows:

Total Plan Assets S 2,733,911,371
Total Accumulated Benefit Obligations S 41,113,711,083
Total Plan Fiduciary Net Position S 2,539,242,470

Net Position as a percentage of Total OPEB Liability is 6.18%.

5. HEALTH CARE COVERAGE
Employees of the School are covered by a group insurance plan. The Schoaol pays $555.00 towards the
employee’s premium and the employee pays the balance due plus premiums for dependent coverage
through payroll deductions. All premiums were paid to licensed insurers.

6. SECTION 125 CAFETERIA PLAN
The organization has adopted a “cafeteria plan” within the meaning of Section 125(a} of the Internal
Revenue Code which allows employees to choose among certain “tax free” benefits in lieu of taxable
compensation. The choices include medical insurance premium, dental and vision insurance premium,
cancer insurance premium. Employees may also select to have payments for unreimbursed medical
expenses, unreimbursed orthodontia payments, and dependent care services deducted out of their
paycheck each pay period on a pretax basis. The employees’ costs to provide any of these benefits are
paid by the employees from payroll deductions.

7. DUE FROM STATE & DUE FROM FEDERAL AGENCIES
At August 31, 2021, the School was to receive additional Foundation Program funds of $571,747.00,
$4,787.01 in IDEA-B funds, $387,581.46 in ESSER ill Grant funds, and $3,032.47 in School Safety and
Security funds. These amounts will be received from the State and Federal Agencies during the 2021-2022
school year.
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ARISE! INC.,
Notes To Financial Statements
For the Year Ended August 31, 2021

8. OPERATING LEASES

10.

On February 1, 2018 the Organization entered into a lease agreement for office and classroom space at 201
N. Erby Campbell, Royce City, Texas at $13,000.00 per month for the first year plus $3,000.00 annually for
maintenance, $14,500.00 per month for the next year plus $3,000.00 annually for maintenance,
$15,000.00 per month until July 31, 2023 plus $3,000.00 annually for maintenance.

Future minimum lease payments are as follows:

8/31/2022 $ 183,000.00
8/31/2023 $ 168,000.00
8/31/2024 - 0.00
8/31/2025 S 0.00
8/31/2026 S 0.00
Thereafter s 0.00

Total future minimum lease payments S_351,000.00

. ESCROWED ACCOUNT

As part of the below described loan for the purchase of the Sunnyvale property the lender requires a
reserve account held at the lender bank in the amount of $280,275.00. The Organization cannot increase
or decrease the account until the loan is paid in full. In relation to the loan for the Rowlett property, the
Organization keeps a reserve account held at the lender bank in the amount of $207,721.00.

NOTES PAYABLE & BONDS PAYABLE

The Organization purchased a building at 302 North Town East Blvd., Sunnyvale, Texas for the Sunnyvale
school location and Organization’s administration offices on August 3, 2017. Previously they were leasing
space at this location. The purchase was for $3,100,000.00 plus $860,000.00 renovation costs with a
resulting note payable (lien on the building) of $3,960,000.00 payable by varying annual principal payments
starting with $134,000.00 plus accrued interest on August 15, 2018. in between principal payments on
each February 15% interest only payments are due. The loan carries interest at an initial rate of 3.53%
applicable to August 14™, 2022, Thereafter the interest rate is adjusted every 5 years to 80% of the 5 year
Treasury Rate plus 2.5%, but never less than the initial rate of 3.53%.

The future note payments on this note are scheduled as follows {interest beyond 2022 is assumed to be at
3.53%):

August 31, Principal Interest Total
2022 161,000.00 120,052.66 281,052.66
2023 166,000.00 114,327.40 280,327.40
2024 172,000.00 108,424.34 280,424.34
2025 178,000.00 102,307.52 280,307.92
2026 185,000.00 95,978.12 280,978.12
Thereafter 2,514,000.00 567,263.02 3,081,263.02
Totals 3,376,000.00 1,108,353.46 4,484,353,46
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ARISE! INC.
Notes To Financial Statements
For the Year Ended August 31, 2021

10. NOTES PAYABLE & BONDS PAYABLE (continued)
In April 2019, a non-profit organization, Rosebud Cultural Education Facilities Finance Corporation issued
bonds for the purpose of loaning the proceeds to ARISE! Inc. to acquire, construct, renovate and equip the
Campus located at 8200 Schrade Road, Rowlett, Texas. The following table of debt service requirements is
the foan payments required of ARISE[, Inc. The loan is payable by varying annual principal payments
starting with $98,000.00 plus accrued interest on April 15", 2020. In between principal payments on each
October 15™ interest only payments are due. The loan carries interest at an initial rate of 3.79% but
thereafter the interest rate is adjusted every 5 years to 80% of the 5 year Treasury Rate plus 2.5%, but
never less than the initial rate. The future note payments on this note are scheduled as follows {interest
beyond 2023 is assumed to be at the initial rate of 3.79%):

Period

Ending Principal Interest Total
8/31/22 $106,000.00 $101,458.76 $207,498.76
8/31/23 110,000.00 97,449.52 207,449.52
8/31/24 114,000.00 93,247.46 207,247.46
8/31/25 118,000.00 88,892.60 206,892.60
8/31/286 123,000.00 84,384.94  207,384.94
8/31/27 127,000.00 79,686.28 206,686.28
8/31/28 132,000.00 74,834.80 206,834.80
8/31/29 137,000.00 69,792.34 206,792.34
8/31/30 142,000.00 64,558.88 206,558.88
8/31/31 148,000.00 59,134.40 207,134.40
8/31/32 153,000.00 53,480.72 206,480.72
8/31/33 159,000.00 47,636.04 206,636.04
8/31/34 165,000.00 41,562.16 206,562.16
8/31/3% 171,000.00 35,255.08 206,259.08
8/31/36 178,000.00 28,726.78 206,726.78
8/31/37 184,000.00 21,927.10 205,927.10
8/31/38 191,000.00 14,898.20 205,898.20
8/31/39 195,000.00 7.601.90 206,601.90

$2 657.000.00 $1,064,571.96  $3,721,571.96

On May 1, 2020, the Organization received loan proceeds in the amount of $682,900.00 under the Paycheck
Protection Program {“PPP"}. Established as part of the Coronavirus Aid, Relief and Economic Security Act
("CARES Act”), the PPP provides for loans to qualifying businesses in amounts up to 2.5 times the business’s
average monthly payroll expenses. PPP loans and accrued interest are forgivable after a “covered period”
(eight or 24 weeks) as long as the borrower maintains its payroll levels and uses the loan proceeds for eligible
purposes, including payroll, benefits, rent, and utilities. The Organization used the PPP loan proceeds for
purposes consistent with the PPP and applied and received full forgiveness on December 15, 2020. The
forgiveness income has been recorded for the year ended August 31, 2021 in the statement of activities.
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ARISE! INC.
Notes To Financial Statements
For the Year Ended August 31, 2021

11. CAPITAL LEASES PAYABLE

12,

13.

14,

15.

The Organization leased 240 Dell Chromebooks 11 from Dell Financial Services on June 20, 2017. The lease
gualifies as a capital lease and is recorded and presented in the financial statements in accordance with
those principles. The Organization leased 60 Dell Chromebooks from Dell Financial Services on September
12, 2017. The lease qualifies as a capital lease and is recorded and presented in the financial statements in
accordance with those principles. The Organization leased 60 Dell Latitude Laptops from Dell Financial
Services on June 15, 2018. The lease qualifies as a capital lease and is recorded and presented in the
financial statements in accordance with those principles. The Organization leased 20 65-inch Interactive
Panels with web cameras and document cameras in September 2019. The lease qualifies as a capital lease
and is recorded and presented in the financial statements in accordance with those principles.

The future capital lease payments are scheduled as follows:

August 31, Principal Interest Total
2022 18,743.06 3,206.82 21,949.88
2023 17,182.00 2,010.68 19,192.68
2024 18,463.28 729.40 19,192.68
2025 0.00 0.00 0.00
2026 0.00 0.00 0.00
Thereafter 0.00 0.00 0.00
Totals 54,388.34 5,946.90 60,335.24

COMMITIMIENTS AND CONTINGENCIES

The School receives funds through state and federal programs which are governed by various rules and
regulations of the grantor. Expenses charged to the grant program are subject to audit and adjustment by
the grantor agency. In the opinion of management, aside from the temporary restrictions on net assets as
explained below, there are no contingent liabilities relating to compliance with rules and regulations
governing the grants; therefore, no provision has been made in the accompanying financial statements for
such contingencies.

ECONOMIC DEPENDENCY

During the year the Schoal received the majority of its revenues from the Texas Education Agency through
a Charter Agreement and through federal grants available to charter schools. The loss of this Charter
Agreement would have a material effect on the ability of the School to continue to provide the current
level of services to its students.

CASH DEPOSIT RISK COVERAGE

At August 31, 2021 and throughout the school year, the School’s cash in bank accounts was not entirely
covered by Federal Deposit Insurance Corporation (FDIC) insurance. The first $250,000.00 of accounts
balances are covered by FDIC insurance at each institution and balances reached were in excess of that
coverage. However, throughout the entire school year The Organization’s custodial bank (Chase Bank) had
pledged its own securities to cover the risk of loss of the balances in excess of the FDIC coverage.

SUBSEQUENT EVENTS
Management has reviewed subsequent events through April 26, 2022 for the purpose of evaluating the
need for their inclusion in these notes. There have been no material subsequent events to note herein.
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ARISE! INC.

Notes To Financial Statements
For the Year Ended August 31, 2021

16. NET ASSETS WITH DONOR RESTRICTIONS

17.

13,

At August 31, 2021 the School had donor restricted net assets of $1,606,942.27 that consisted of the
following:

Local Revenues S 86,684.15
State Foundation Program 1,483,440.20
State Compensatory Education 27,737.11
State Dyslexia Allotment 4,728.53
Federal IDEA-B Program 4,352.28

51,606,942 27

LIQUIDITY AND AVALILABILITY

Currently the organization has no financial assets available for general expenditure, that is, without donor
or other restrictions limiting their use, within one year of the date of the statement of financial position.
The Lacal, State and Federal Program assets and revenues are classified as with donor restrictions and must
be used for education purposes in accordance with State law and Grant restrictions. As such, there are cash
and receivables that are due from the State and Federal Agencies and are available for use for educational

purposes and are released from restrictions at the time they are spent for those purposes and under those
restrictions and laws.,

FEDERAL INCOME TAXES

The Organization is a non-profit organization exempt from federal income taxes under Section 501{c)(3)
of the Internal Revenue Code except to the extent it has business income unrelated to its tax exempt
purpose. The Organization has no unrelated business income and is not expecting to have any in the
future, accordingly, there is no provision for federal income taxes in the financial statements. Generally
Accepted Accounting Principles requires the evaluation of tax positions taken in the preparation of the tax
returns and the recording of a tax liability if an uncertain tax position has been taken that is more likely
than not sustainable upon audit by the Internal Revenue Service. Management has analyzed the tax
positions taken by the Organization and there have been no uncertain tax positions taken that would
require the recognition or disclosure in the financial statements. The tax returns for the years ended

8/31/2018, 8/31/2019 and 8/31/20 are still subject to possible IRS audit but management has not been
notified of any pending examinations.
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EDUCATION CENTER INTERNATIONAL ACADEMY CHARTER SCHOOL
Statement of Financial Position

August 31, 2021 Exhibit B-1
ASSETS
Current Assets
Cash in Banks and On Hand 3 220,731.14
Due from State 571,747.00
Due from Federal Agencies 395,400.94
Other Receivables 14,455.15
Prepaid Expenses 73,186.12
Total Current Assets 1,275,520.35
Property and Equipment
Land 766,295.00
Building and Improvements 5,866,303.85
Furniture and Equipment 455,012.53
Furniture and Equipment-Capital Leases 282,142.20
Accumulated Depreciation {1,121,423.08)
Total Property and Equipment 6,248,330.50
Other Assets
Escrowed & Reserved Cash Accounts 487,996.00
Total Other Assets 487,996.00
TOTAL ASSETS $ 8,011,846.85
LIABILITIES AND NET ASSETS
Current Liabilities
Bonds Payable-Current Portion 3 106,000.00
Loans Payable-Current Portion 161,000.00
Capital Lease Payable-Current Portion 18,743.06
Accrued Interest Payable 38,062.04
Payroll Taxes & Related Payables 78,407.02
Accrued Wages Payable 369,789.03
Other Accrued Expenses 8,277.18
Total Current Liabilities 780,278.33
Long-Term Liabilities
Bonds Payable-Less Current Portion Net of Unamortized Issuance Costs (§111,300.00) 2,439,700.00
Notes Payable Less Current Portion 3,215,000.00
Capital Lease Payable Less Current Portion 35,645.28
Total Long-Term Liabilities 5,690,345.28
Net Assets
Without Donor Restrictions (65,719.03)
With Donor Restrictions 1,606,942 27
Total Net Assets 1,541,223.24
TOTAL LIABILITIES AND NET ASSETS ' $ 8,011,846.85

The accompanying notes are an integral part of these financial statements.
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Statement of Activities
For the Year Ended August 31, 2021

Without Donor With Donor

REVENUE AND OTHER SUPPORT

Local Support-- .
5742 Earnings from Investments $
5743 Earnings from Lease
5744 Donations & Gifts
5745 Insurance Recovery
5749 Other Local Revenues
5755 Enterprising Services Revenue

Total Local Support

State Program Revenues--
5811 Foundation School Program-Per Capita
5812 Foundation School Program
5819 MFS SPED Offset
5829 School Safety and Security
Total State Pregram Revenues

Federal Program Revenues--
5921 School Breakfast Matching
5923 USDA Commodities
5929 Title 1, Part A
5929 |IDEA-Part B Formula
5929 IDEA-Part B Preschool
5829 Title Hl, Part A
5928 Title Ill, Part A
5929 ESSER Grant
5928 Instructional Centinuity
5929 ESSER Il Grant Prior Purchase Reimbursement
5929 ESSER |1} Grant Current
5929 Title IV, Part A
5929 ESSER I Grant 2019-2020 Year
5949 Paycheck Protection Pgm Loan Forgiveness
Total Federal Program Revenues

Net Assets Released from Restrictions
Total Revenue and Other Support

EXPENSES
11 Instruction
13 Curriculum Dev. & Instructional Staff Dev.
23 School Leadership
31 Guidance, Counseling and Evaluation Svcs.
33 Health Services
35 Food Services
36 Cocurricular/Extracurricular Activities
41 General Administration
51 Plant Mainienance and Operations
52 Security and Monitoring Services
53 Data Processing Services
71 Debt Service
81 Fund Raising
Total Expenses

Change in Net Assets
Net Assets Beginning of Year

Net Assets End of Year %

EDUCATION CENTER INTERNATIONAL ACADEMY CHARTER SCHOOL

Restrictions Restrictions Totals
17430 $ 174.30
6,000.00 6,000.00
569.00 569.00
3,632.50 3,632.50
1,630.00 1,630.00
43,100.89 43,100.89
0.00 55,106.69 55,106.69
275,186.00 275,186.00
5,514,269.00 5,514,269.00
3,869.00 3,869.00
5,343.91 5,343.91
0.00 5,798,667.91 5,798,667.91
66,923.37 66,923.37
13,503.32 13,503.32
100,123.66 100,123.66
87,328.45 87,320.45
1,304.13 1,304.13
6,394.83 6,394.83
2,311.44 2,311.44
2,473.00 2,473.00
8,375.00 8,375.00
6,801.84 6,801.84
387,581.46 387,581.46
4,741.52 4,741.52
96,820.13 96,890.13
682 900.00 682,900.00
0.00 1,467,653.15 1,467,653.15
6,256,436.69 (6,256,436.69) 0.00
8,256,436.69 1,064,991.06 7.,321,427.75
3,250,781.25 ——— 3,250,781.25
27,080.79 = - 27,080.79
39364094 —- 393,640.94
3239754 0 32,397.54
1668999 e 1,669.99
167,167.20  — 167,157.20
31,623.10 aeee 31,823.10
868,681.09 e 868,681.09
925,874.46 0 o 925,874.46
17,104.62  ceeee 17,104.62
250,674.19  eeee 250,674.19
250,252,388 @ e 250,252.38
39,499.14 eeeen 39,499.14
6,256,436.69 0.00 6,256,436.69
0.00 1,064,991.06 1,064,991.06
{65,719.03}) 541,951.21 476,232.18
(65,719.03) § 1,606,942.27 $ 1,541,223.24

The accompanying notes are an integral part of these financial statements.
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EDUCATION CENTER INTERNATIONAL ACADEMY CHARTER SCHOOL

Statement of Cash Flows
For the Year Ended August 31, 2021

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Government Contracts/Grants

Cash Received from Local Sources
Cash Paid to Suppliers for Goods and Services
Cash Paid to Employees for Services
Cash Paid for Income Taxes
Cash Paid for Interest Expense
Net Cash Provided By Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Funding of Reserved Cash Account
Purchase of Property and Equipment
Net Cash Used By Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on Indebtedness
Net Cash Used By Financing Activities
Net Decrease in Cash

Cash at Beginning of Year

Cash at End of Year

RECONCILIATION OF CHANGE IN NET ASSETS TO
NET CASH PROVIDED BY OPERATING ACTIVITIES

Change in Net Assets

Adjustments to Reconcile Change in Net Assets to Net Cash

Provided By Operating Activities:
Depreciation & Amortization
(Increase} Decrease in Operating Assets-—-
Due from State
Due from Federal Agencies
Other Receivables
Prepaid Expenses
Escrowed Account
Increase (Decrease) in Operating Liabilities--
Accrued Interest Payable
Payroll Taxes Payable
Accrued Wages Payable
Due To State
Other Accrued Expenses
Net Adjustments

Net Cash Provided By Operating Activities

Exhibit B-3

$  6458,306.03
55,106.69
(2,132,785.67)
(3,543,796.54)
0.00

(243,952.38)
592,878.13

{207,721.00)
(67,704.00)
(265,425.00)

(971,194.32)
(971,194.32)

(643,741.19)

864,472.33

$ 220,731.14

$ 1,064,991.06

302,783.00

(559,110.45)
(180,301.43)
(14,455.15)
50,557.16
(113.94)

(1,461.17)
6,314.12
(22,911.50)
(54,148.00)
734.43
(472,112.93)

3 592,878.13

The accompanying notes are an integral part of these financial statements.
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EDUCATION CENTER INTERNATIONAL ACADEMY CHARTER SCHOOL
Scheduie of Expenses

For the Year Ended August 31, 2021 Exhibit C-1
EXPENSES Totals

6100 Payroll Costs $ 3,908,321.58
6200 Professional and Contracted Services 1,022,147 .31
6300 Supplies and Materials 680,129.83
6400 Other Operating Costs 395,585.89
6500 Debt Services 250,252 38

Total Expenses and Other Losses $ 6,256,436.69

The accompanying notes are an integral part of these financial statements.
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EDUCATION CENTER INTERNATIONAL ACADEMY CHARTER SCHOOL
Schedule of Capital Assets Exhibi
August 31, 2021 xhibit D-1

Ownership Interest

CAPITAL ASSETS Locatl State Federal Total
1110 Cash $ 86,684.15 § 129,694.71 § 4,352.28 § 220,731.14
1510 Land and Improvements 766,295.00 766,295.00
1520 Buildings and Improvements 5,868,303.85 5,866,303.85
1549 Furniture and Equipment 44 .280.00 319,171.65 91,560.88 455,012.53
1559 Furniture and Equipment-Capital Leases 282,142.20 282,142.20

Total Capital Assets $ 130,964.15 $ 7,363,607.41 $ 9591316 § 7,590,484.72

The accompanying notes are an integral part of these financial statements.
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EDUCATION CENTER INTERNATIONAL ACADEMY CHARTER SCHOOL
Budgetary Comparison Schedule
For the Year Ended August 31, 2021

Variance
Budgeted Amounts Actual from Final
Original Final Amounts Budget
REVENUE AND OTHER SUPPORT
Local Support--
5742 Earnings from Investments % $ 200.00 $ 17430 % (25.70)
5743 Earnings from Lease 6,000.00 6,000.00 0.00
5744 Donations & Gifts 569.00 569.00
5745 Insurance Recovery 3,632.50 3,632.50
5749 Other Local Revenues 1,630.00 1,630.00
5755 Enterprising Services Revenue 42,483.53 43,100.89 617.36
Total Local Support 36,200.00 48,683.53 55,106.69 6,423.16
State Program Revenues--
5811 Foundation School Program-Per Capita 275,186.00 275,186.00 0.00
5812 Foundation School Program 5,543,841.53 5,514,269.00 (29,572.53)
5819 MFS SPED Offset 3,869.00 3,869.00 0.00
5829 School Safety and Security §,343.91 5,343.91 0.00
Total State Program Revenues 6,302,529.00 5,828,240.44 5,798,667.91 (29,572.53)
Federal Program Revenues--
5921 School Breakfast Matching 66,923.37 66,923.37 0.00
5923 USDA Commaodities 13,503.32 13,503.32
5929 Title |, Part A 100,123.66 100,123.66 0.00
5929 IDEA-Part B Formula 106,369.00 87,329.45 (19,039.55)
5929 IDEA-Part B Preschool 1,401.00 1,304.13 (96.87)
5929 Title Il, Part A 9,855.00 6,394.83 {3,460,17}
5929 Title IIl, Part A 2,787.00 2,311.44 (475.56)
5929 ESSER Grant 2,473.00 2,473.00 0.00
5929 Instructional Continuity 8,375.00 8,375.00 0.00
5929 ESSER Il Grant Prior Purchase Reimb 6,801.84 6,801.84
59829 ESSER 1l Grant Current 341,213.67 387,581.46 46,367.79
5829 Title IV, Part A 9,800.00 4,741.52 (5,058.48)
5929 ESSER Il Grant 2019-2020 Year 96,890.13 96,890.13
5948 Paycheck Protection Pam Loan Forgiveness 682,900.00 682,900.00 Q.00
Total Federal Program Revenues 302,802.00 1,332,220.70 1,467 653.15 135,432.45
Totat Revenue and Other Support 6,641,531.00 7,209,144.67 7,321,427.75 112,283.08
EXPENSES
11 Instruction 3,742,802.00 3,288,167.00 3,250,781.25 37,385.75
13 Curriculum Dev. & Instructional Staff Dev. 25,000,00 29,589.00 27,080.79 2,508.21
23 School Leadership 350,000.00 402,928.00 393,640.84 9,287.06
31 Guidance, Ceounseling and Evaluation Svcs. 45,000.00 28,338.00 32,397.54 (4,059,54)
33 Health Services 1,500.00 1,540.00 1,669.99 (129.99)
35 Food Services 145,000.00 158,000.00 167,157.20 (9,157.20)
36 Cocurricuiar/Extracurricular Activities 30,000.00 31,100.00 31,623.10 (523.10)
41 General Administration 810,000.00 858,144.00 868,681.09 {10,537.09)
51 Plant Maintenance and Operations 850,000.00 918,08C.00 025,874.46 (7,794.46)
52 Security and Monitoring Services 26,000.00 17,620.00 17,104.62 515.38
53 Data Processing Services 80,000.00 258,199.00 250,674.19 7,524.81
71 Debt Service 336,250.00 229,211.00 250,252.38 {21,041.38)
81 Fund Raising 15,000,0C 38,300.00 39,499.14 (1,199.14)
Total Expenses 6,456,552.00 6,259,216.00 6,256,436.69 2,779.31
Change in Net Assets 184,979.00 949,928.67 1,064,991.06 115,062.39
Net Assets Beginning of Year 476,232,18 476,232.18 476,232.18 0.00
Net Assets End of Year $ 66121118 $ 142616085 $ 1,541,223.24 & 115,062,39

The accompanying notes are an integral part of these financial statements.
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COMPLIANCE AND
INTERNAL CONTROL



GREGORY S. DELK

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR’S REPORT

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
Arisel Inc.
Sunnyvale, Texas

Members of the Board of Directors:

We have audited, 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 Comptrolier
General of the United States, the financial statements of Arise!, Inc. {a non-profit organization) which comprise the
statement of financial position as of August 31, 2021 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 April 26, 2022,

Internal Control Over Financial Reporting

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

A deficiency in internal controf 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 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.

Qur 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 reascnable assurance about whether Arise!, Inc.’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, nancompliance 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 opinien. The results of aur tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.
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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 entity’s internai control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.
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Gregory S. Delk, CPA
April 26, 2022
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GREGORY S. DELK

CPA)

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR’S REPORT

Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control over Compliance in Accordance with
The Uniform Guidance

Board of Directors
Arise! Inc.
Sunnyvale, Texas

Report on Compliance for Each Major Federal Program

We have audited Arise! Inc. (a non-profit organization) compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on each of Arise! Inc.'s
major federal programs for the year ended August 31, 2021. Arise! Inc.’s major federal programs are identified in
the summary of auditor's results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the 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 Arise! Inc. 's major federal programs based on
our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and the audit requirements of Title 2 U.S. Code of Federal Regufations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards
and the Uniform Guidance require that we plan and perform the audit to obfain 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
Arisel Inc, 's compliance with those requirements and performing such other procedures as | considered necessary
in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major program.
However, our audit does not provide a legal determination on Arise! Inc. 's compliance.

Opinion on Each Major Federal Program

In our opinion, Arisel Inc. complied, in alt 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, 2021.

Other Matters

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

The management of Arise! Inc. is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered Arisel Inc. 's internal control over compliance with the types of requirements that could
have a direct and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with the Uniform Guidance, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of Arise! Inc.’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control does not allow
management or empioyees, 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 infernal controf 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 controf over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform Guidance.
Accordingly, this report is not suitable for any other purpose.
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Gregory S. Belk, CPA
April 26, 2022
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ARISE!, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended August 31, 2021

SECTION | - SUMMARY OF AUDITOR’S RESULTS
FINANCIAL STATEMENTS
Type of auditor's report issued:
Internal control over financial reporting:
Material weaknesses identified?

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

Noncompliance material to financial statements noted?
FEDERAL AWARDS
Internal control over major programs:
Material weaknesses identified?

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

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

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

Identification of major programs:

Dollar threshold used to distinguish between type A and type B

programs:
Auditee qualified as low-risk auditee?

SECTION Il — FINANCIAL STATEMENT FINDINGS
None ldentified

Exhibit F-1
Unqualified
Yes X
Yes X
Yes X
Yes X
Yes X
Unmodified
Yes X
COVID ESSER Il
$750,000.00
Yes X

SECTION Il — STATE AND FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None ldentified

24
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ARISE!, INC.

STATUS OF PRIOR AUDIT FINDINGS
For the Year Ended August 31, 2021

No Prior Year Findings
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ARISE!, INC.

CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED AUGUST 31, 2021

Exhibit G-1

No Corrective Action Plan Necessary
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ARISE!, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended August 31, 2021

Pass-through

Federal Entity
Catalog Identifying Federal
Number Number Expenditures
U.S. DEPARTMENT OF AGRICULTURE
Passed through Texas Education Agency
School Breakfast/National Lunch Programs 10.553
& 10.555 202121N109946 167,157.20
Total U.S. Department of Agriculture
passed through Texas Education Agency 167,157.20
TOTAL U.S. DEPARTMENT OF AGRICULTURE 167,157.20
U.S. DEPARTMENT OF EDUCATION
Passed through Texas Education Agency
Title !, Part A Program 84.070A 21610101057950 83,423.08
IDEA-B Program Formula 84.027A H027A200008 87,329.45
IDEA-B Program Preschool 84.173A H173A200004 1,304.13
Title I, Part A Program 84.367A 21694501057950 12,966.28
Title I, Part A Program 84.365A 21671001057950 3.124.67
ESSER Grant-COVID 19 84.425D 54250200042 2,473.00
Instructional Continuity-COVID 19 84.377A S377A160044 8,375.00
ESSER Il Grant-COVID 19 84.425U 21528001057950 473,820.72
Title IV, Part A Program 84.424A 21680101057950 7.964.09
Total U.S. Department of Education
passed through Texas Education Agency 680,780.42
TOTAL U.S. DEPARTMENT OF EDUCATION 680,780.42
TOTAL EXPENDITURES OF FEDERAL AWARDS 847,937.62
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ARISE!, INC.

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
August 31, 2021

NOTE 1 - STANDARD FINANCIAL ACCOUNTING SYSTEM

For all federal programs, the corporation used the net asset classes and codes specified by the
Texas Education Agency in the Special Supplement to Financial Accounting and Reporting,
Nonprofit Charter School Chart of Accounts. Donor restricted net asset codes are used to
account for resources restricted to or designated for specific purposes by a grantor. Federal and
state financial assistance is generally accounted for in donor restricted net asset codes until
expended appropriately under the guidelines.

NOTE 2 — BASIS OF ACCOUNTING

The schedule of expenditures of federal awards is prepared on the accrual basis of accounting.
The information is presented in accordance with the requirements of Uniform Guidance, 2 CFR
200.516(a). Therefore, some amounts presented may differ from amounts presented in, or
used in preparation of the basic financial statements.

NOTE 3 — RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

Expenditures of federal financial assistance per accompanying
schedule of expenditures of federal awards included in total expenses $847,937.62
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