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

Opinion 

In our opinion, the financial statements refen-ed to above present fairly, in all material respects, the 
financial position of Mid-Cities Learning Center, Inc. as of August 31, 2019 and 2018, and the changes 
in its net assets and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 

Other Matters 

Olher Information 

Our audits were conducted for the purpose of forming an opinion on the financial statements as a 
whole. The accompanying specific-purpose financial statements and the supplementary information 
including the Schedule of Expenses, Schedule of Capital Assets, and Budgetary Comparison Schedule 
are presented for purposes of additional analysis as required by the Texas Education Agency and are 
not a required part of the basic financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the financial statements. This information has been subjected to the auditing 
procedures applied in the audit of the financial statements and ce1iain additional procedures, including 
comparing and reconciling such information directly to the underlyirlg 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 repo1i dated October 31, 
2019, on our consideration of Mid-Cities Learning Center, Inc. '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 Mid-Cities Learning Center's internal control over 
financial reporting or on compliance. That repo1i is an integral part of an audit performed in 
accordance with Government Auditing Slandards in considering Mid-Cities Learning Center, Inc. 's 
internal control over financial reporting and compliance. 

Respectfully submitted, 

���r� 
Freemon, Shapard, & Story 
Windthorst, TX 
October 31, 2019 
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Exhibit A-1 

MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

STATEMENT OF FINANCIAL POSITION 

AS OF AUGUST 31, 2019 and 2018 

2019 2018 
ASSETS 

Current Assets 
Cash and cash equivalents $ 1,448,267 $ 1,489,813 
Due from TEA 208,368 158,268 
Other receivables 433 

Total Current Assets 1,656,635 1,648,514 

Property and Equipment 
Land and improvements 191,700 191,700 
Buildings and improvements 3,753,759 3,574,641 
Furniture and equipment 166,662 166,662 
Less accumulated depreciation (1,687,251} (1,535,248) 

Total Property and Equipment 2,424,870 2,397,755 

Total Assets $ 4,081,505 $ 4,046,269 

LIABILITIES AND NET ASSETS 

Current Liabilities 
Accounts payable $ 3,681 $ 

Accrued wages payable 150,967 188,425 
Accrued expenses 12,312 15,544 
Vacation benefits payable 27,055 25,708 
Due to student groups 13,483 17,211 

Total Current Liabilities 207,498 246,888 

Total Liabilities $ 207,498 $ 246,888 

Net Assets 
Without donor restrictions 374,321 393,417 
With donor restrictions 3,499,686 3,405,964 

Total Net Assets $ 3,874,007 $ 3,799,381 

Total Liabilities and Net Assets $ 4,081,505 $ 4,046,269 

The accompanying notes are an integral part of these financial statements. 
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Exhibit A-2 
MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

STATEMENT OF ACTIVITIES 
FOR THE YEARS ENDED AUGUST 31, 2019 AND 2018 

· Without Donor With Donor Total 

Restrictions Restrictions 2019 
REVENUES 

Local Support: 
Contributions $ 7,944 $ 20,000 $ 27,944 
Interest Income 10,926 10,926 
Cocurricular & Enterprising Services 5,017 5,017 
Other Revenues 13,641 13,641 

Total Local Support 37,528 20,000 57,528 

State Program Revenues: 
Foundation School Program 3,028,901 3,028,901 
State Program Revenues - 60,451 60,451 

Total State Program Revenues - 3,089,352 3,089,352 

Federal Program Revenues: 
IDEA Part B, Formula 51,711 51,711 
IDEA Part 8, Preschool 550 550 
ESEA Title II, Part A-Teacher & Principal 

Training 5,189 5,189 
Total Federal Program Revenues 57,450 57,450 

Net Assets Released from Restrictions: 
Restrictions Satisfied by Payments 3,073,080 (3,073,080) 

Total Revenues $ 3,110,608 $ 93,722 $ 3,204,330 

EXPENSES 
Program Services: 

Instruction & Instructional-Related Services $ 2,339,088 $ $ 2,339,088 
Instructional & School Leadership 120,630 120,630 

Support Services: 
Student Support Services 30,909 30,909 
Administrative Support Services 193,869 193,869 
Support Services - Non-Student Based 442,256 442,256 
Fund raising 2,952 2,952 

Total Expenses $ 3,129,704 $ $ 3,129,704 

Change in Net Assets (19,096) 93_!_722 74,626 

Net Assets, Beginning of Year 393,417 �405_,964 3,799,381 

Net Assets, End of Year $ 37�
!
321 $ 3,499,686 $ 3,874,007 

The accompanying notes are an integral part of these financial statements. 
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MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 
STATEMENT OF CASH FLOWS 

FOR THE YEARS ENDED AUGUST 31, 2019 AND 2018 

CASH FLOWS FROM OPERATING ACTIVITIES 
Change in Net Assets 
Adjustments to Reconcile Change in Net Assets to Cash Provided 

by Operating Activities: 
Depreciation 
(Increase) Decrease in due from TEA 
(Increase) Decrease in other receivables 
Increase (Decrease) in accounts payable 
Increase (Decrease) in accrued wages payable 
Increase (Decrease) in accrued expenses 
Increase (Decrease) in due to student groups 
Increase (Decrease) in vacation benefits payable 

Net cash provided (used) by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of Land Improvements, Buildings, and Equipment 
Disposal of Land Improvements, Buildings, and Equipment 

Net cash provided (used) by investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Principal payments on long-term debt 

Net cash provided (used) by financing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

Interest paid during the period ended August 31, 2019 and 2018 
Income taxes paid during the period ended August 31, 2019 and 2018 

$ 

$ 

$ 

2019 

74,626 

152,003 
(50,100) 

433 
3,681 

(37,458) 
(3,232) 
(3,728) 
1,347 

137,572 

(179,118) 

(179,118) 

(41,546) 

1,489,813 

1,448,267 

None 

The accompanying notes are an integral part of these financial statements. 
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2018 

$ (22,768) 

124,953 
27,306 

(433) 

13,292 
1,356 
2,230 

(1,421) 

144,515 

(379,136) 

(379,136_1 

(234,621) 

1,724,434 

$ 1,489,813 

$ 

None 









MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED AUGUST 31, 2019 

I. Personal Leave

Full-time employees of the school earn five days of paid personal leave per year, and part-time

employees earn two-and-a-half days of paid personal leave per year. However, the balance does not
accumulate except for the executive director. The accrued liability on the financial statements for her
vested vacation payable was calculated based on her 47 days of accumulated personal leave at 8/31/19.

J. New Accounting Pronouncements/Accounting Changes

In August 2016, FASB issued ASU No. 2016-14, Not-for-Profit Entities (Fopic 958): Presentation of
Financial Statements of Not-for-Profit Entities. ASU 2016-14 is effective for fiscal years beginning
after December 15, 2017, and interim periods within fiscal years beginning after December 15, 2018.
The ASU generally should be applied retrospectively to all prior periods presented. In prior reports, the
organization presented the classification of net assets as umestricted, temporarily restricted, and
pem1anently restricted. The new guidance requires two categories of net assets: with donor restrictions
and without donor restrictions. In addition, the new guidance requires the organization to make ce1tain
expanded disclosures relating to (1) the liquidity of financial assets, and (2) expenses by both their
natural and functional classification in one location in the financial statements.

2. CASH DEPOSITS

The corporation's funds were deposited and invested with Plains Capital Bank during the year ended
August 31, 2019 and 2018. The depository bank should deposit for safekeeping and trust with the
corporation's agent banks approved pledged securities in an amount sufficient to protect corporate
funds on a day-to-day basis during the period of the contract. The pledge of approved securities is
waived only to the extent of the depository bank's dollar amount of Federal Deposit Insurance
Corporation ("FDIC") insurance.

At August 31, 2019, the carrying amount of the corporation's deposits at Plains Capital Bank ( cash,
certificates of deposit, and interest-bearing savings accounts included in temporary investments) was
$1,448,267, and the bank balance was $1,487,392. The chaiter holder's cash deposits at August 31,
2019, and during the year ended August 31, 2019, were adequately covered by FDIC insurance or by
pledged collateral held by the corporation's agent bank in the corporation's name.

At August 31, 2018, the carrying amount of the corporation's deposits at Plains Capital Bank ( cash,
certificates of deposit, and interest-bearing savings accounts included in temporary investments) was
$1,489,813, and the bank balance was $1,576,988. The chaiter holder's cash deposits at August 31,
2018, and during the year ended August 31, 2018, were adequately covered by FDIC insurance or by
pledged collateral held by the corporation's agent bank in the corporation's name.

In addition, the following is disclosed regarding coverage of combined balances on the date of highest
deposit for the deposits at Plains Capital Bank:

a. Depository: Plains Capital Bank
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MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED AUGUST 31, 2019 

Contributors to the plan include members, employers, and the State of Texas as the only non-employer 

contributing entity. 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, 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 including public schools are required to pay the employer contribution rate in the following 
instances: 

• 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 90 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-educational and general, or local funds.

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 chaiier school does not contribute to the Federal Old-Age, Survivors, and Disability
Insurance (OASDI) Program for ce1iain employees, they must contribute 1.5% of the state

contribution rate for certain instructional or administrative employees; and 100% of the state
contribution rate for all other employees.

E. Actuarial Assumptions

The total pension liability in the August 31, 2017, actuarial valuation rolled forward to August 31, 
2018 was determined using the following actuarial assumptions: Actuarial assumptions can be found 
in the 2018 TRS CAFR, Note 11, page 77. 

Valuation Date 

Actuarial Cost Method 
Asset Valuation Method 
Single Discount Rate 
Long-Term Expected Rate 
Municipal Bond Rate 
Inflation 
Salary Increases 
Ad hoc Post Employment Benefit Changes 

August 31, 2017 rolled forward to August 
31,2018 
Individual Entry Age No1111al 
Market Value 
6.907% 
7.25% 
3.69%* 
2.30% 
3.05% to 9.05% including inflation 
None 

*Source: Fixed Income municipal bonds with 20 years to maturity that include only federal tax­
exempt municipal bonds as reported in Fidelity Index's "20-Year Municipal GO AA Index" as of
August 31, 2018.

The actuarial methods and assumptions are based primarily on a study of actual experience for the 
three year period ending August 31, 2017 and adopted in July 2018. 
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MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

NOTES TO THE FINANCIAL STATEMENTS 

F. Discount Rate

FOR THE YEAR ENDED AUGUST 31, 2019 

The discount rate used to measure the total pension liability was 6.907%. The discount rate can be 
found in the 2018 TRS CAFR on page 78. The single discount rate was based on the expected rate of 
return on pension plan investments of 7.25 percent and a municipal bond rate of 3.69 percent. The 
projection of cash flows used to determine the discount rate assumed that contributions from plan 

members and those of the contributing employers and the non-employer contributing entity are made 
at the statutorily required rates. Based on those assumptions, the pension plan's fiduciary net position 
was sufficient to finance the benefit payments until the year 2069. As a result, the long-term expected 

rate of return on pension plan investments was applied to projected benefit payments through the year 
2069, and the municipal bond rate was applied to all benefit payments after that date. The long-term 

expected rate of return on pension plan investments was dete1mined using a building-block method in 
which best-estimates ranges of expected future real rates of return ( expected returns, net of pension 
plan investment expense and inflation) are developed for each major asset class. These ranges are 
combined to produce the long-term expected rate of return by weighting the expected future real rates 
of return by the target asset allocation percentage and by adding expected inflation. Best estimates of 

arithmetic real rates ofreturn for each major asset class included in the Systems target asset allocation 
as of August 31, 2018 are summarized below: 

Long-Term Expected 

Expected Contribution to 

Target Arithmetic Real Long-Term Portfolio 

Asset Class Allocation* Rate of Return** Returns 

Global Equity 

U.S. 18% 5.7% 1.0% 

Non-U.S. Developed 13% 6.9% 0.9% 

Emerging Markets 9% 8.9% 0.8% 

Directional Hedge Funds 4% 3.5% 0.1% 

Private Equity 13% 10.2% 1.3% 

Stable Value 

U.S. Treasuries 11% 1.1% 0.1% 

Absolute Return 0% - -

Hedge Funds (Stable Value) 4% 3.1% 0.1% 

Cash 1% -0.3% 0.0% 

Real Return 

Global Inflation Linked 3% 0.7% 0.0% 

Bonds 

Real Assets 14% 5.2% 0.7% 

Energy and Natural Resources 5% 7.5% 0.4% 

Commodities 0% - -

Risk Parity 

Risk Parity 5% 3.7% 0.2% 

Inflation Expectation 2.3% 

Volatility Drag*** -0.8%

Total 100% 7.2%
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MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED AUGUST 31, 2019 

• Demographic assumptions including post-retirement mortality, termination rates, and rates of
retirement were updated based on the experience study performed for TRS for the period
ending August 31, 2017.

• Economic assumptions including rates of salary increase for individual participants was
updated based on the same experience study.

• The discount rate changed from 8.0 percent as of August 31, 2017 to 6.907 percent as of August
31, 2018.

• The long-term assumed rate ofreturn changed from 8.0 percent to 7.25 percent.
• The change in the long-term assumed rate of return combined with the change in the single

discount rate was the primary reason for the increase in the Net Pension Liability.

There were no changes of benefit terms that affected measurement of the total pension liability during 
the measurement period. 

J. Additional Plans

Employees of the corporation are also provided with Social Security and Medicare coverage. Under
provisions of federal law, covered employees contribute 6.2% (Social Security) and 1.45% (Medicare)
of their annual covered salary, and the corporation contributes 6.2% (Social Security) and 1.45%
(Medicare) of the covered payroll.

4. DEFINED OTHER POST-EMPLOYMENT BENEFIT PLANS

A. Plan Description

Mid-Cities Learning Center, Inc. participates in the Texas Public School Retired Employees Group
Insurance Program (TRS-Care). It is a multiple-employer, cost-sharing defined Other Post­
Employment Benefit (OPEB) plan that has a special frmding situation. The plan is administered
through a trust by the Teacher Retirement System of Texas (TRS) Board of Trustees. It is established
and administered in accordance with the Texas Insurance Code, Chapter 1575.

B. OPEB Plan Fiduciary Net Position

Detail information about the TRS-Care's fiduciary net position is available in the separately-issued
TRS Comprehensive Annual Financial Report that includes financial statements and required
supplementary information. That report may be obtained on the Internet at
h!m://WW\v.trs.state.tx.us/about/documents/cafr.pdf#CAFR; by writing to TRS at 1000 Red River
Street, Austin, TX, 78701-2698; or by calling (512) 542-6592.

Components of the Net OPEB liability of the TRS-Care plan as of August 31, 2018 are as follows:

Net OPEB Liability 
Total OPEB Liability 
Less: Plan Fiduciary Net Position 
Net OPEB liability 
Net Position as a Percentage of Total OPEB Liability 
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$ 50,729,490,103 

(798,574,633) 
$ 49.930,915,470 
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MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED AUGUST 31, 2019 

Contribution Rates 

2018 2019 

Active Employee 0.65% 0.65% 

State 1.25% 1.25% 

Employers 0.75% 0.75% 

Federal/Private Funding 1.25% 1.25% 

2019 Employer Contributions $ 15,914 

2019 Member Contributions $ 13,792 

2018 NECE On-Behalf Contributions $ 25,216 

In addition to the employer contributions listed above, there is an additional surcharge all TRS 
employers are subject to (regardless of whether or not they participate in the TRS-Care OPEB 
program). When employers hire a TRS retiree, they are required to pay to TRS-Care, a monthly 
surcharge of $535 per retiree. 

TRS-Care received supplemental appropnattons from the State of Texas as the Non-Employer 
Contributing Entity in the amount of $182.6 million in fiscal year 2018. The 85111 Texas Legislature, 
House Bill 30 provided an additional $212 million in one-time, supplemental funding for the FY 2018-
19 biennium to continue to support the program. This was also received in FY2018 bringing the total 
approp1iations received in fiscal year 2018 to $394.6 million. 

E. Actuarial Assumptions

The total OPEB liability in the August 31, 2017 was rolled fo1ward to August 31, 2018. The actuarial 
valuation was dete1mined using the following actuarial assumptions: Actuarial assumptions can be 

found in the 2018 TRS CAFR, Note 9, page 71. 

The actuarial valuation of TRS-Care is similar to the actuarial valuations perfonned for the pension 
plan, except that the OPEB valuation is more complex. All of the demographic assumptions, including 
rates of retirement, tennination, and disability, and most of the economic assumptions, including 
general inflation, salary increases, and general payroll growth, used in this OPEB valuation were 
identical to those used in the respective TRS valuation. 

The following assumptions and other inputs used for members of TRS-Care are identical to the 

assumptions used in the August 31, 2017 TRS pension actuarial valuation that was rolled fo1ward to 
August 31, 2018: 

Rates of Mortality 
Rates of Retirement 
Rates of Te1111ination 
Rates of Disability Incidence 

General Inflation 
Wage Inflation 
Expected Payroll Growth 
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MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED AUGUST 31, 2019 

H. Healthcare Cost Trend Rates Sensitivity Analysis

The following presents the net OPEB liability of the plan using the assumed healthcare cost trend 
rate, as well as what the net OPEB liability would be if it were calculated using a trend rate that is 
one-percentage point lower or one-percentage point higher than the assumed healthcare cost trend 
rate. 

School's proportionate share of 
the Net OPEB Liability: 

1 % Decrease in 
Healthcare Trend 

Rate (7.5%) 

$970,322 

I. OP EB Liabilities and OP EB Expense

Current Single 
Healthcare Trend 

Rate (8.5%) 

$1,168,336 

1 % Increase in 
Healthcare Trend 

Rate (9.5%) 

$1,429,125 

At August 31, 2019, Mid-Cities Learning Center, Inc. disclosed a liability of $1,168,336 for its 
proportionate share of the TRS's Net OPEB Liability. This liability reflects a reduction for State 
OPEB support provided to the school. The amount recognized by the school as its proportionate 
share of the net OPEB liability, the related State support, and the total portion of the net OPEB 
liability that was associated with Mid-Cities Leaming Center, Inc. were as follows: 

School's Prop011ionate share of the collective net OPEB liability 
State's propo11ionate share that is associated with the School 
Total 

$1,168,336 
L827,695 

$ 2,996,031 

The Net OPEB Liability was measured as of August 31, 2017 and rolled forward to August 31, 2018, 
and the Total OPEB Liability used to calculate the Net OPEB Liability was determined by an 
actuarial valuation as of that date. The employer's prop011ion of the Net OPEB Liability was based 
on the employer's contributions to OPEB relative to the contributions of all employers to the plan 
for the period September 1, 2017 thru August 31, 2018. At August 31, 2018, the employer's 
propo11ion of the collective Net OPEB Liability was 0.002339905% compared to 0.0021640654% 
at August 31, 2017. 

J. Changes Since the Prior Actuarial Valuation

The following were changes to the actuarial assumptions or other inputs that affected measurement 
of the Total OPEB liability since the prior measurement period: These can be found in the TRS 
CAFR on page 71. 

• Adjustments were made for retirees that were known to have discontinued their health care
coverage in fiscal year 2018. This change increased the Total OPEB Liability.

• The health care rate assumption was updated to reflect the anticipated return of the Health
Insurer Fee (HIF) in 2020. The change increased the Total OPEB Liability.

• Demographic and economic assumptions were updated based on the experience study
performed for TRS for the period ending August 31, 2017. The change increased the Total
OPEB Liability.
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MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED AUGUST 31, 2019 

9. CAPITAL ASSETS

Capital assets at August 31, 2019 and 2018, were as follows:

Land & Improvements 

Buildings & Improvements 

Furniture & Equipment 

Accumulated Depreciation 

Property & Equipment, Net 

Land 

Buildings & Improvements 

Furniture & Equipment 

Accumulated Depreciation 

Property & Equipment, Net 

Balance 

8/31/2018 

$ 191,700 

3,574,641 

166,662 

(1,535,248) 

$ 2)97,755 

Balance 

8/31/2017 

$ 191,700 

3,210,805 

151,362 

(l ,410,295) 

$2.143,572 

Additions 

$ -

179,11 8 

(152,003) 

$ 27,115 

Additions 

$ 

363,836 

15,300 

(124,953) 

$ 254,183 

Deletions 

$ 

$ 

Deletions 

$ 

$== 

Balance 

8/31/2019 

$ 191,700 

3,753,759 

166,662 

(L687251) 

$ 2,424,870 

Balance 

8/31/2018 

$ 191,700 

3,574,641 

166,662 

(1,535,248) 

$ 2.397,755 

Capital assets acquired with public funds received by the corporation for the operation of Treetops 
International Schools, Inc. constitute public property pursuant to Chapter 12 of the Texas Education 
Code. These assets are specifically identified on the Schedule of Capital Assets. 

10. NET ASSETS WITH DONOR RESTRICTIONS

Net Assets With Donor Restrictions for the years ending August 31, 2019 and 2018, consisted of the
following:

2019 2018 

Foundation School Program $ 3,484,700 $ 3,397,349 

State Instructional Materials Fund - 978 

Sid Richardson 7,329 

Campus Activity 7,657 7 637 

Total Net Assets With Donor Restrictions $ 3.499.686 $_lA05_,964 
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MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED AUGUST 31, 2019 

15. RESTRICTED ASSETS

$20,000 was contributed to Mid-Cities Learning Center, Inc. from the Sid W. Richardson Foundation 
that was restricted for a sculpture studio and supplies for middle and high school students. For the 
year ended August 31, 2019, $12,671 of these funds were spent on allowable costs. At August 31, 
2019, $7,329 of cash is still restricted for the sculpture studio and supplies. 

16. LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure, that is, without donor or other restrictions limiting 
their use, within one year of the balance sheet date, comprise the following: 

Cash and cash equivalents 
Fixed assets 

$ 69,913 
304,408 

$374,321 

Except for the financial assets listed above, Mid-Cities Learning Center Inc.'s cash, due from TEA, 
and fixed assets' use are restricted by the Texas Education Agency, federal agencies, and donors for 
charter school operations. As part of the corporation's liquidity management plan, $846,635 of cash 
is invested in certificates of deposit. 
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TREETOPS SCHOOL INTERNATIONAL CHARTER SCHOOL 

STATEMENT OF ACTIVITIES 

FOR THE YEARS ENDED AUGUST 31, 2019 AND 2018 

Without Donor With Donor 
Restrictions Restrictions 

Revenues 
Local Support: 

5740 Other Revenues from Local Sources $ 32,512 $ 20,000 
5750 Cocurricular, Enterprising Activities 5,016 
Total Local Support 37,528 20,000 

State Program Revenues: 
5810 Foundation School Program Act Revenues 3,028,901 
5820 State Program Revenues Distributed by TEA 60,451 
Total State Program Revenues 3,089,352 

Federal Program Revenues: 
5920 Federal Revenues Distributed by TEA 57,450 

Net Assets Released from Restrictions: 
Restrictions Satisfied by Payments 3,073,080 (3,073,080) 

Total Revenues $ 3,110,608 $ 93,722 

Expenses 
11 Instruction $ 2,337,038 $ 
13 Curriculum and Instructional Staff Development 2,050 
21 Instructional Leadership 2,211 
23 School Leadership 118,420 
31 Guidance, Counseling, and Evaluation Services 29,488 
33 Health Services 644 
35 Food Services 777 
41 General Administration 193,869 
51 Plant Maintenance and Operations 327,267 
53 Data Processing Services 114,988 
81 Fundraising .2,952 

Total Expenses $ 3,129,704 $ 

Change in Net Assets (19,096) 93,722 

Net Assets, Beginning of Year 393,417 3,405.,964 

Net Assets, End of Year $ 374,321 $ 3,499,686 

The accompanying notes are an integral part of these financial statements. 
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2019 
Totals 

$ 52,512 
5,016 

57,528 

3,028,901 
60,451 

3,089,352 

57,450 

$ 3,204_.330 

$ 2,337,038 
2,050 
2,211 

118,420 
29,488 

644 
777 

193,869 
327,267 
114,988 

2,952 

$ 3,129,704 

74,626 

3,799,381 

$ ��,874,007 





TREETOPS SCHOOL INTERNATIONAL CHARTER SCHOOL 

STATEMENT OF CASH FLOWS 

FOR THE YEARS ENDED AUGUST 31, 2019 AND 2018 

CASH FLOWS FROM OPERATING ACTIVITIES 

Change in Net Assets 
Adjustments to Reconcile Change in Net Assets to Cash Provided 

by Operating Activities: 
Depreciation 
(Increase) Decrease in due from TEA 
Increase (Decrease) in other receivables 
Increase (Decrease) in accounts payable 
Increase (Decrease) in accrued wages payable 
Increase (Decrease) in accrued expenses 
Increase (Decrease) in due to student groups 
Increase (Decrease) in vacation benefits payable 

Net cash provided (used) by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of Land Improvements, Buildings, and Equipment 
Disposal of Land Improvements, Buildings, and Equipment 

Net cash provided (used) by investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Principal payments on long-term debt 

Net cash provided (used) by financing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

Interest paid during the period ended August 31, 2019 and 2018 
Income taxes paid during the period ended August 31, 2019 and 2018 

$ 

$ 

$ 

2019 

74,626 

152,003 
(50,100) 

433 
3,681 

(37,458) 
(3,232) 
(3,728) 
1,347 

137,572 

(179,118) 

(179,118) 

(41,546) 

1,489,813 

1,448,267 

None 

The accompanying notes are an integral part of these financial statements. 
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2018 

$ (22,768) 

124,953 
27,306 

(433) 

13,292 
1,356 
2,230 

(1,421) 

144,515 

(379,136) 

(37l),136) 

(234,621) 

1,724,434 

$ 1,489,813 

$ 

None 





TREETOPS SCHOOL INTERNATIONAL CHARTER SCHOOL 

SCHEDULE OF EXPENSES 

FOR THE YEARS ENDED AUGUST 31, 2019 AND 2018 

Totals 

2019 

Expenses 

6100 Payroll Costs $ 2,443,418 

6200 Professional and Contracted Services 310,123 

6300 Supplies and Materials 175,976 

6400 Other Operating Costs 200,187 

6500 Debt 

Total Expenses $ 3,129,704 

Exhibit C-1 

2018 

$ 2,391,263 

308,018 

103,723 

190,296 

$ 2,993,300 

The accompanying notes are an integral part of these statements 
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TREETOPS SCHOOL INTERNATIONAL CHARTER SCHOOL 
BUDGETARY COMPARISON SCHEDULE 

FOR THE YEAR ENDED AUGUST 31, 2019 

Variance 
Budgeted Amounts Actual from Final 

Q!:i.g_inal Final Amounts Budget 
REVENUES 
Local Support: 

5740 Other Revenues from Local Sources $ 18,600 $ 18,600 $ 52,512 $ 33,912 
5750 Cocurricular, Enterprising Activities 25,000 25,000 5,016 (19,984) 

Total Local Support 43,600 43,600 57,528 13,928 

State Program Revenues: 
5810 Foundation School Program Act Revenues 2,950,908 3,085,446 3,028,901 (56,545) 
5820 State Program Revenues Distributed by TEA 74,994 74,994 60,451 (14,543) 

Total State Program Revenues 3,025,902 3,160,440 3,089,352 (71,088) 

Federal Program Revenues: 
5920 Federal Revenues Distributed by TEA 55,557 57,290 57,450 160 

Total Revenues $ . 3,125,059 $ 3,261,330 $ 3,204,330 $ (57,000) 

EXPENSES 
11 Instruction $ 2,329,550 $ 2,331,283 $ 2,337,038 $ (5,755) 
13 Curriculum and Instructional Staff Development 1,300 2,050 2,050 
21 Instructional Leadership 1,953 2,213 2,211 2 
23 School Leadership 128,040 128,040 118,420 9,620 
31 Guidance, Counseling, and Evaluation Services 28,961 29,261 29,488 (227) 
33 Health Services 780 644 644 
35 Food Services 300 800 777 23 
41 General Administration 171,385 176,685 193,869 (17,184) 
51 Plant Maintenance and Operations 312,111 424,019 327,267 96,752 
53 Data Processing Services 146,335 146,335 114,988 31,347 
81 Fundraising 20,000 20,000 ----1.,952 17,048 

Total Expenses $ 3,140,715 $ 3,261,330 $ 3,129,704 $ 131,626 

Change in Net Assets (15,656) 74,626 -�626 

Net Assets, Beginning of Year 3,799,381 3,799,381 3,799,381 

Net Assets, End of Year $ _ 3,783,725_ $ ___ 3,799,381 $ 3,�74,007 s 74,626 

The accompanying notes are an integral part of these financial statements. 
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MID-CITIES LEARNING CENTER, INC. (THE CHARTER HOLDER) 

SCHEDULE OF PRIOR AUDIT FINDINGS 
FOR THE YEAR ENDED AUGUST 31, 2019 

NIA No prior audit findings. 
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FRfEM8N, SHAP.ARP & ST0RY 
Certified Public Aer:ountants 

COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE 

October 31, 2019 

The Board of Directors 
The Executive Director 
Management 
Mid-Cities Leaming Center, Inc. 
12500 S. Pipeline 
Euless, Texas 76040 

We have audited the financial statements of Mid-Cities Learning Center, Inc. for the year ended 
August 31, 2019, and we will issue our report thereon dated October 31, 2019. Professional 
standards require that we provide you with information about our responsibilities under generally 
accepted auditing standards and Government Auditing Standards, as well as certain information 
related to the planned scope and timing of our audit. We have communicated such infom1ation in 
our letter to you dated April 22, 2019. Professional standards also require that we communicate 
to you the following information related to our audit. 

Significant Audit Findings 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The 
significant accounting policies used by Mid-Cities Learning Center, Inc. are described in Note 1 
to the financial statements. As described in Note 1, Mid-Cities Learning Center, Inc. adopted 
FASB's ASU No. 2016-14 during the year ended August 31, 2019. Accordingly, the accounting 
change has been retrospectively applied to prior periods presented as if the policy had always been 
used. We noted no transactions entered into by the Organization during the year for which there 
is a lack of authoritative guidance or consensus. All significant transactions have been recognized 
in the financial statements in the proper period. 

Accounting estimates are an integral part of the financial statements prepared by management and 
are based on management's knowledge and experience about past and current events and 
assumptions about future events. Certain accounting estimates are particularly sensitive because 
of their significance to the financial statements and because of the possibility that future events · 
affecting them may differ significantly from those expected. The most sensitive estimate affecting 
the financial statements was: 
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