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Board of Directors
Gateway Lab School
Wilmington, Delaware

Report on Financial Statements
We have audited the accompanying financial statements of the governmental activities and each major
fund of Gateway Lab School (the "School"), Wilmington Delaware, a component unit of the State of
Delaware, as of and for the year ended June 30, 2014, and the related notes to the financial statements,
which collectively comprise the School's basic financial statements as listed in the table of contents.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America ; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.
Auditor's Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free 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 School'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 School's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting polices used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
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Opinions
In our opinion, the financial statements referred to above present fairly, in a ll materia l respects, the
respective financial position of the governmental activities and each major fund of Gateway Lab School,
Wilmington, Delaware as of June 30, 2014, and the respective changes in its financial position for the year
then ended in accordance with accounting principles generally accepted in the United States of
America.
Report on Summarized Comparative Information
We have previously audited Gateway Lab School's 2013 financial statements, and we expressed modified
opinions on the respective financial statements of the governmental activities and each major fund in our
report dated October 25, 2013 due to the lack of accounting records relating to capital assets. In our
opinion, the summarized comparative information presented herein as of and for the year ended June 30,
2013 is consistent, in all material respects, with the audited financial statements from which it has been
derived.
Other Matters
Required Supplemental Information
Accounting principles generally accepted in the United States of America require that the budgetary
comparison information on page 20 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational , economic , or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
Gateway Lab School has omitted the management's discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing information.
Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Gateway Lab School's basic financial statements. The combining balance sheet - general fund,
combining statement of revenues, expenditures, and changes in fund balances -general fund , and
schedule of expenditures by natural classification - governmental funds are presented for purposes of
additional analysis and are not a required part of the basic financial statements.
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The combining balance sheet - general fund, combining statement of revenues, expenditures, and
changes in fund balances - general fund, and schedule of expenditures by natural classification governmental funds are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the combining
balance sheet - general fund, combining statement of revenues, expenditures, and changes in fund
balances- general fund, and schedule of expenditures by natural classification- governmental funds are
fairly stated in all material respects in relation to the basic financial statements as a whole.
Other Reporting Required bv Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated August 19,
2014 on our consideration of Gateway Lab School's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Gateway Lab School's
internal control over financial reporting and compliance.
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BASIC FINANCIAL STATEMENTS

GATEWAY LAB SCHOOL
STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

2014
ASSETS
CURRENT ASSETS:
Cash and pooled cash
Prepaid rent
Total Current Assets
NONCURRENT ASSETS:
Depreciable capital assets, net
Construction-in-progress
Security deposit
Total Noncurrent Assets

$

1,036,730
35,531
1,072,261

2013

$

1,290,350

451,099

203,263
66,466
29,740
299,469

29,740
480,839

TOTAL ASSETS
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts payable
Accrued salaries and related costs
Total Current Liabilities
NONCURRENT LIABILITIES:
Com pen sated absences
Total Liabilities

$

1,553, 100

$

1,589,819

$

53,907
393,286
447,193

$

132,369
318,707
451,076

NET POSITION:
Net investment in capital assets
Restricted
Unrestricted
Total Net Position

$

TOTAL LIABILITIES AND NET POSITION

55,470
502,663

46,400
497,476

451 ,099
217
599,121
1,050,437

269,729
19,417
803,197
1,092,343

1,553,100

The accompanying notes are an integral part of these financial statements .
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1,290,350

$

1,589,819

$

$

352,460

177,774
6,531

168,155
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NET POSITION, END OF YEAR

NET POSITION, BEGINNING OF YEAR

CHANGE IN NET POSIT ION

GENERAL REVENUES
Charges to school districts
Payments from primary government
Earnings on cash and investments
TOTAL GENERAL REVENUES

34,681

$

$ (3,972,626)

29,682

4,999

$

(616,705)
(182,722)
(6,531)

$ (3,166,668)

~enses

The accompanying notes are a n integral part of these financial statements.

TOTAL GOVERNMENTAL ACTIVITIES

GOVERNMENTAL ACTIVITIES
Instructional services
Support services:
Operation and maintenance of facilities
Transportation
Food service

Charges for
Services

Program Revenues
Operating
Grants and
Contributions

GATEWAY LAB SCHOOL
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2014

$

$

Capital
Grants and
Contributions

$ 1,050,437

1,092,343

(41 ,906)

1,254,551
2,284,502
4,526
3,543,579

(3,585,485)

(616, 705)
(4,948)
4,999

$ (2,968,831)

Net (Expense)
Revenues and
Changes in
Net Position
Total

$ (3,532,020)

(578,332)
(200,000)

$ (2,753,688)

Expenses

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

TOTAL GOVERNMENTAL ACTIVITIES

GOVERNMENTAL ACTIVITIES
Instructional services
Support services:
Operation and maintenance of facilities
Transportation

-

-

$

$

389,445

199,925

189,520
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NET POSITION, END OF YEAR

$ 1,092,343

613,41 2

1,363,060
2,252,268
6,1 78
3,621 ,506

(3, 142,575)

NET POS ITION , BEGINNING OF YEAR

$

(578,332)
(75)

$ (2,564,168)

478,931

-

$

Capital
Grants and
Contributions

Net (Expense)
Revenues and
Changes in
Net Position
Total

CHANGE IN NET POSITION

GENERAL REVENUES
Charges to school districts
Payments from primary government
Earnings on cash and investments
TOTAL GENERAL REVENUES

$

$

Charges for
Services

Pro£lram Revenues
Operating
Grants and
Contributions

GATEWAY LAB SCHOOL
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2013

$

1,101,784
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217

217

-

-

7,708
611,352
654,591

-

-

-

217

-

217

217

$

$

$

$

Capital Projects
Fund

-

35,531

447,193

53,907
393,286

1,101,784

$

$

1,036,513
35,531
29,740

$

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

TOTAL LIABILITIES AND FUND BALANCES

FUND BALANCES:
Nonspendable
Restricted
Assigned
Unassigned
TOTAL FUND BALANCES

TOTAL LIABILITIES

LIABILITIES AND FUND BALANCES
LIABILITIES:
Accounts payable
Accrued salaries and related costs

TOTAL ASSETS

ASSETS
Cash and pooled cash
Prepaid rent
Security deposit

General
Fund

GATEWAY LAB SCHOOL
BALANCE SHEET-GOVERNMENTAL FUNDS
JUNE 30,2014
(With Summarized Comparative Totals for June 30, 2013)

$

1'1 02,001

35,531
217
7,708
611 ,352
654,808

447,193

53,907
393,286

1'1 02,001

$

$

1,036,730
35,531
29,740

$

2014

Total

-

-

$

$

$

$

1,320,090

849,597
869,014

19,417

451,076

132,369
318,707

1,320,090

29,740

1,290,350

2013

GATEWAY LAB SCHOOL
RECONCILIATION OF BALANCE SHEET- GOVERNMENTAL FUNDS
TO STATEMENT OF NET POSITION
JUNE 30, 2014

TOTAL FUND BALANCES- GOVERNMENTAL FUNDS

$

654,808

Amounts reported for governmental activities in the statement of net position
are different because :
Capital assets used in the governmental activities are not financial resources
and, therefore, are not reported in the funds. Capital assets net of accumulated
depreciation as detailed in the footnotes are included in the statement of net
position.

451,099

Some liabilities are not due and payable in the current period and, therefore,
are not reported in the funds. Those liabilities consist of:
Compensated absences

(55,470)

TOTAL NET POSITION- GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financial statements.
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$ 1,050,437

654,591

FUND BALANCES, END OF YEAR
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The accompanying notes are an integral part of these financial statements.

849,597

FUND BALANCES, BEGINNING OF YEAR

148,719
89,360
4,125,726

3,143,814
554,580
182,722
6,531

1,254,551
2,462,276
155,120
4,526
11,530
13,035
29,682
3,930,720

(195,006)

$

$

NET CHANGE IN FUND BALANCES

EXPENDITURES
Current:
Instruction
Operation and maintenance of facilities
Transportation
Food service
Capital outlays:
Property
Equipment
TOTAL EXPENDITURES

REVENUES
Charges to school districts
State aid
Federal aid
Interest income
Food service revenue
Contributions
School programs
TOTAL REVENUES

General
Fund

$

$

217

19,417

654,808

869,014

(214,206)

19,200
(19,200)

3,143,814
554,580
182,722
6,531

1,254,551
2,462,276
155,120
4,526
11,530
13,035
29,682
3,930,720

-

$

$

2014

167,919
89,360
4,144,926

19,200

-

-

-

-

-

-

-

-

-

-

-

Capital Projects
Fund

Total

GATEWAY LAB SCHOOL
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES- GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30,2014
(With Summarized Comparative Totals for the Year Ended June 30, 2013)

$

$

869,014

406,188

462,826

37,283
66,466
3,548,125

2,729,878
514,498
200,000

4,010,951

32,818

1,363,060
2,452,193
156,702
6,178

2013

GATEWAY LAB SCHOOL
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES- GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2014

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

$

(214,206)

Amounts reported for governmental activities in the statement of activities are
different because:
Governmental funds report capital outlays as expenditures. However, in the
statement of activities, assets with an initial, individual cost of more than $1,000
are capitalized, and the cost is allocated over their estimated useful lives and
reported as depreciation expense . This is the amount by which capital outlays
exceeded depreciation in the current period .

$

Capital outlays
Depreciation expense

257,279
(75,909)

181,370

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in the
governmental funds :
Compensated absences

(9,070)

CHANGE IN NET POSITION - GOVERNMENTAL ACTIVITIES

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

(41,906)

GATEWAY LAB SCHOOL
NOTES TO FINANCIAL STATEMENTS

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description of the Charter School
Gateway Lab School is organized under Delaware Code, Title 14, Chapter 5 of the State of
Delaware. The Charter School Law grants authority for independent public schools to be created
for the purpose of increasing choices for parents of public school students and increasing
academic performance. A charter school is an independent public school governed by an
independent board of directors. In Delaware, charter schools have the same basic standing as
a school district with some exceptions- most notably, they may not levy taxes. To encourage
innovation, charter schools operate free from a number of state laws and regulations. Gateway
Lab School's initial charter was granted for a four-year period, renewable every five years
thereafter. Gateway Lab School's first full year of school started September 1, 2011 . The initial
charter will expire on June 30, 2015.
Charter schools are funded similarly to other public schools in that state and local funds are
allocated for each enrolled student. Public funds are not provided for facilities. Charter schools
may charge for selected additional costs consistent with those permitted by other school districts.
Because charter schools receive local, state, and federal funds, they may not charge tuition.
The financial statements of Gateway Lab School have been prepared in conformity with
generally accepted accounting principles as applied to local governmental units. The
Governmental Accounting Standards Board ("GASB") is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant
accounting policies of Gateway Lab School (the "School") are described below.
Reporting Entity
The School is the primary government and is considered a component unit of the State .o f
Delaware. A component unit, although a legally separate entity, is, in substance, part of the
State of Delaware's operations. The School has no component units for which it is considered to
be financially accountable.
Entity-wide and Fund Financial Statements
The entity-wide financial statements (the statement of net position and the statement of activities)
report information on all of the activities of the School.
The statement of activities demonstrates the degree to which the direct expenses of a given
program are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific program. Program revenues include grants and contributions that a re restricted to
meeting the operational or capital requirements of a particular function.
Separate financial statements are provided for governmental funds. The major individual
governmental funds are reported as separate columns in the fund financial statements.
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GATEWAY LAB SCHOOL
NOTES TO FINANCIAL STATEMENTS

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Measurement Focus. Basis of Accounting, and Financial Statement Presentation
Entity-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows. Charges
to the School are recognized as revenues in the year for which they are billed. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.
Amounts reported as program revenues include 1) charges to students for special fees, supplies,
food , or services provided; 2) operating grants and contributions; and 3) capital grants and
contributions. Internally dedicated resources are reported as general revenues rather than as
program revenues. Likewise, general revenues include charges to school districts.
Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the School considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, expenditures
related to compensated absences are recorded only when payment is due.
Charges to the school d istricts, state appropriations, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. All other revenue items are c onsidered to be measurable
and available only when the School receives cash.
The School reports the following major governmental funds :
•

General Fund. The general fund is the School's primary operating fund. It accounts for all
financial resources of the School, except those required to be accounted for in another
fund.

•

Capital Projects Fund . The capital projects fund accounts for resources accumulated and
payments made for the acquisition and improvement of sites, construction and remodeling
of facilities, and procurement of equipment necessary for providing educational programs
for all students within the School.

Receivables and Payables
Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either "due to/from other funds" (i.e., current portion)
or "advances from/to other funds" (i.e., the noncurrent portion) . At June 30, 2014, the School had
$0 due to/from other funds.
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GATEWAY lAB SCHOOL
NOTES TO FINANCIAL STATEMENTS

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Capital Assets
Capital assets, which include leasehold improvements. are reported in the entity-wide financial
statements. The School defines capital assets as assets with an initial, individual cost of more than
$1,000 and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated cost if purchased or constructed .
Donated capital assets are recorded at estimated fair value at the date of donation. The cost of
normal maintenance and repairs that do not add to the value of the asset or materially extend
lives of the assets are not capitalized . Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest cost incurred during construction is capitalized.
Leasehold improvements are depreciated using the straight-line method over the estimated
useful lives of the related assets. The School generally uses the following estimated useful lives:
5-7 years
2 years

Leasehold improvements
Equipment
Compensated Absences

Vacation pay plus related payroll taxes are accrued when incurred in the entity-wide financial
statements. The liability for these amounts is reported in the governmenta l funds only when the
liability matures; for example, as a result of employee resignations and retirements.
Vacation - Twelve-month employees can accumulate up to 30 days of vacation. Any days in
excess of 30 are dropped as of July 1 of each year. Employees are paid for unused vacation
upon termination and retirement at the current rate of pay.
Sick Leave - Sick leave allowances are as follows: teachers shall be allowed 10 days of sick
leave per year and annual employees earn one day of sick leave for each month worked. Any
unused sick days shall be accumulated to the employee's credit up to a maximum of 90 days.
Compensation for accumulated sick days is received when employees (a) qualify and apply for
state pension and are paid at a rate of 50 percent of the per diem rate of pay not to exceed 90
days; or (b) in the case of death, when payment is made to the employee's estate at a rate of
one day's pay for each day of unused sick leave not to exceed 90 days.
The compensated absences liability was $55,470 at June 30, 2014.
Fund Equity
Fund balance will be displayed in the following classification (if applicable) depicting the relative
strength of the spending constraints placed on the purposes for which resources can be used:

Nonspendable -amounts that cannot be spent either because they are in nonspendable form or
because they are legally or contractually required to be maintained intact.
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GATEWAY LAB SCHOOL
NOTES TO FINANCIAL STATEMENTS

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Restricted - amounts that can be spent only for specific purposes because of constitutional
provisions or enabling legislation or because of constraints that are externally imposed by
creditors, grantors, contributors, or the laws or regulations of other governments.
Committed- amounts that can be used only for specific purposes determined by formal action
of the Board of Directors. The Board is the highest level of decision-making authority for Gateway
Lab School. Commitments may be established, modified , or rescinded only through resolutions
approved by the Board of Directors.
Assigned- amounts that do not meet the criteria to be classified as restricted or committed but
that are intended to be used for specific purposes. The School Director may assign amounts for
specific purposes.
Unassigned - all other spendable amounts.
When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balances are available, the School considers restricted funds to have been spent first. When an
expenditure is incurred for which committed , assigned, or unassigned fund balances are
available, the School considers amounts to have been spent first out of committed funds, then
assigned funds, and finally, unassigned funds, as needed, unless the Board has provided
otherwise in its commitment or assignment actions.
Net Position
Net position represents the difference between assets and liabilities. Net position invested in
capital assets consist of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowings used for the acquisition, construction, or improvement of
those assets. Net position is reported as restricted when there a re limitations imposed on their use
either through the enabling legislation adopted by the School or through external restrictions
imposed by creditors, grantors, or laws or regulations of other governments. Any remaining
portions of net position are reflected as unrestricted. When both restricted and unrestricted
resources are available for use, it is the School's policy to use restricted resources first and then
unrestricted resources as they are needed.
Use of Estimates in the Preparation of Financial Statements
The preparation of basic financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from
those estimates.
Income Tax Status
No provision has been made for income taxes since the School qualifies as a tax-exempt
organization under the Internal Revenue Code, Section 501 (c)(3), and its activities do not result in
any income tax liability. In accordance with the section of FASB ASC regarding accounting for

- 14 -

GATEWAY LAB SCHOOL
NOTES TO FINANCIAL STATEMENTS

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
uncertainty in income taxes, the School is required to recognize the financial statement effects of
a tax position if it is more likely than not that the position will not be sustained upon examination.
The School has no uncertain tax positions that quality for recognition in the financial statements.
Generally accepted accounting principles prescribe rules for the recognition, measurement,
classification, and disclosure in the financial statements of uncertain tax positions taken or
expected to be taken in the School's tax returns. Management has determined that the School
does not have any uncertain tax positions or associated unrecognized benefits that materially
impact the financial statements or related disclosures. Since tax matters are subject to some
degree of uncertainty, there can be no assurance that the School's tax returns will not be
challenged by the taxing authorities and that the School will not be subject to additional tax,
penalties, and interest as a result of such challenge. Income tax returns of the School for 2011,
2012, and 2013 are subject to examination by tax authorities, generally for three years after they
were filed.

NOTE 2

CASH AND POOLED CASH
At June 30, 2014, the School had a cash equivalent balance of $1 ,036, 730, the entirety of which
was part of an investment pool controlled by the personnel of the State Treasurer's Office in
Dover, Delaware, and all investment decisions are made by the State Treasurer's Office. These
funds are considered to be highly liquid and available for immediate use and, thus, are
recorded as cash equivalents in these financial statements.
The funds held by the State of Delaware Investment pool, an internal Investment pool , are
specifically identified for the School, but the credit risk cannot be categorized for these funds.
Credit risk for such investments depends on the financial stability of the State of Delaware. The
State reports that its investment securities are stated at quoted market prices, except that
investment securities with a remaining maturity at time of purchase of one year or less are stated
at cost or amortized cost.

NOTE 3

CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2014 is as follows:
Beginning
Balances

Increases

Ending
Balances

Decreases

Governmental Activities:
General capital assets not being
depreciated:
Construction-in-progress
Total general capital assets not
being depreciated

$

66,466
66,466
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$

167,919
167,919

$

234,385
234,385

$

GATEWAY LAB SCHOOL
NOTES TO FINANCIAL STATEMENTS

NOTE 3

CAPITAL ASSETS (cont'd)
Beginning
Balances

Increases

Ending
Balances

Decreases

General capital assets being
depreciated:
Equipment
leasehold improvements

6,338
265,649

89,360
234,385

95,698
500,034

Total general capital assets being
depreciated
Accumulated depreciation

271 ,987
68,724

323,745
75,909

595,732
144,633

Total general capital assets being
depreciated, net

203,263

247,836

451,099

$

Governmental Activities, Net

269,729

$

415,755

$

234,385

$

451 ,099

Depreciation expense was charged to the following governmental activities:
Instructional services
Operation and maintenance of facilities

NOTE 4

$

13,784
62,125

$

75,909

LONG-TERM LIABILITIES
A schedule of changes in long-term liabilities for the year ended June 30, 2014 is as follows:
Amounts
Outstanding

Amounts
Outstanding
Additions

07/01/2013

Governmental Activities:
Compensated absences
Total Governmental
Activities

NOTE 5

Retirements

06/ 30/2014

Due Within
One Year

$

46,400

$

9,070

$

$

55,470

$

$

46,400

$

9,070

$

$

55,470

$

PENSION PLAN
Plan Description
School employees are considered state employees and are covered under the State of
Delaware Employees' Pension Plan, which is a cost-sharing, multiple-employer defined benefit
public employees' retirement system (the "State PERS"). The State of Delaware General Assembly
is responsible for setting benefits and amending plan provisions. The State Board of Pension
Trustees determines the contributions required. All eligible state employees are required to
contribute to the pension plan according to Chapter 55, Title 29 of the Delaware Code.
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GATEWAY LAB SCHOOL
NOTES TO FINANCIAL STATEMENTS

NOTE 5

PENSION PLAN (cont'd)
All full-time and regular part-time employees are eligible to participate in the State PERS. The
State PERS provides pension, disability, and death benefits. Certain significant plan provisions
follow:
•

Early retirement:
a . 15 years service - age 55
b . 25 years service - any age

•

Service retirement:
a.

15 years service - age 60

b . 30 years service - any age
c.
•

Disability retirement:
a.

•

5 years service- age 62

5 years service and proof of disability

Vested pension- an employee can vest pension rights after five years of service.

The State PERS issues a publicly available financial report that includes the financial statements
and required supplementary information. That report may be obtained by writing to the State of
Delaware Public Employee Retirement System , McArdle Build ing, Suite 1, 860 Silver Lake
Boulevard, Dover, DE 19904, or by calling 1-800-722-7300.
Funding Policy
Employees of the School are required to contribute three percent of earnings in excess of $6,000.
The School's contribution to the State PERS for the years ended June 30, 2014, 2013, and 2012
was $333,7 44, $272,711, and $193,27 4, respectively.

NOTE 6

LEASING ARRANGEMENTS
Operating Lease
The School leases its space located in Wilmington, Delaware from the St. Catherine of Siena
Roman Catholic Church. The lease commenced on April6, 2011 and expires on June 30, 2019.
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GATEWAY LAB SCHOOL
NOTES TO FINANCIAL STATEMENTS

NOTE 6

LEASING ARRANGEMENTS (cont'd)
At June 30, 2014, the minimum future rental payments under non-cancelable leasing
arrangements for the remaining years and in the aggregate are as follows:
Year Ending June 30,
$

2015
2016
2017
2018
2019
Minimum future rental
payments required

426,375
434,902
443 ,600
452,473
461 ,522

$ 2,218,872

Total rent expense for the year ended June 30, 2014 was $358 ,155.

NOTE 7

RISK MANAGEMENT
The School has purchased commercial insurance policies for various risks of loss related to torts;
theft, damage, or destruction of assets; errors or omissions; injuries to employees; or acts of God .
Payments of premiums for these policies are recorded as expenditures of the School. Insurance
settlements have not exceeded insurance coverage in any of the past two years. There were no
significant reductions in coverage compared to the prior year.

NOTE 8

COMMITMENTS AND CONTINGENCIES
In the normal course of business, there are various outstanding commitments and contingent
liabilities in addition to the normal encumbrances for the purchase of goods and services. The
School does not anticipate losses from these transactions.

The School receives significant financial assistance from federal agencies in the form of grants.
The disbursement of funds received under these programs generally requires compliance with
terms and conditions specified in the grant agreements and is subject to audit by the State Office
of Auditor of Ac counts. Any disallowed claims resulting from such audits could become a liability
of the general fund. The School's administration believes such d isallowance, if any, would be
immaterial.
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NOTE 9

FUND BALANCES
As of June 30, 2014, fund balances are composed of the following:

General
Fund
Nonspendable
Restricted :
Capital projects
Assigned
Unassigned
Total Fund Balances

NOTE 10

$

35,531

Capital
Projects Fund

Total
Governmental
Funds

$

$
217

217
7,708
611,352

7,708
611,352

$

$

654,591

217

35,531

$

654,808

EXCESS EXPENDITURES OVER APPROPRIATIONS
The School overspent budgetary allocations in the following categories :

$
$
$

Travel
Communications
Repair and maintenance
Supplies and materials
Capital outlay- property
Capital outlay - equipment

$
$
$

1,501
1,271
25,575
29,140
167 ,919
62,154

The excess expenditures were covered by amounts under budget in other areas.

NOTE 11

SUBSEQUENT EVENTS
The School has evaluated all subsequent events through August 19, 2014, the date the financial
statements were available to be issued.
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REQUIRED SUPPLEMENTARY INFORMATION

GATEWAY LAB SCHOOL
BUDGETARY COMPARISON SCHEDULE- GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

REVENUES
Charges to school districts
State aid
Federal aid
Earnings on cash and investments
Food service revenue
Contributions
School programs
TOTAL REVENUES

Final

Variance with
Final Budget
Positive

Original
Bud9et

Bud9et

Actual
Amounts

$ 1,226,754

$ 1,254,551

$ 1,254,551

2,364,367
99,514

2,294,473
129,824

43,000
2,000
3,735,635

2,000
53,000
6,000
3,739,848

2,462,276
155,120
4,526
11,530
13,035
29,682
3,930,720

167,803
25,296
4,526
9,530
(39,965}
23,682
190,872

1,747,656
887,820
1,600
949,058
4,000
39,000
11,300
200,000
16,500
88,700

1,732,152
795,566
1,600
1,483,720
4,095
41,364
12,925
200,000
17,775
176,035

1,731,465
754,435
3,101
913,006
5,366
38,327
10,700
182,722
43,350
205,175

687
41 ,131
(1,501)
570,714
(1,271}
3,037
2,225
17,278
(25,575)
(29,140)

19,000
3,964,634

27,206
4,492,438

167,919
89,360
4,144,926

(167,919)
{62,154}
347,512

EXPENDITURES
Current:
Salaries
Employment costs
Travel
Contractual services
Communications
Public utilities service
Insurance
Transportation - buses
Repairs and maintenance
Supplies and materials
Capital outlays:
Property
Equipment
TOTAL EXPENDITURES

{N~ative~

$

EXCESS (DEFICIENCY) OF REVENUES OVER
( UNDER) EXPENDITURES

(228,999}

(752,590}

OTHER FINANCING SOURCES (USES):
Contingency
Appropriated fund balance
TOTAL OTHER FINANCING SOURCES (USES)

(78,162)
861 ,177
783,015

(87,991)
861,177
773,186

NET CHANGE IN FUND BALANCE

554,016

20,596

(214,206)

(234,802)

FUND BALANCE, BEGINNING OF YEAR

389,244

474,632

869,014

394,382

FUND BALANCE, END OF YEAR

$

943,260

$

495,228

NOTE: The School's budget is presented on the modified accrual basis of accounting.
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(214,206)

538,384

87,991
{861,177}
{773,186}

$

654,808

$

159,580

SUPPLEMENTARY INFORMATION

GATEWAY LAB SCHOOL
COMBINING BALANCE SHEET - GENERAL FUND
JUNE 30, 2014

State
Allocation
ASSETS
Cash and pooled cash
Prepaid rent
Security deposit

Local
Fundin9

Federal
Fundin9

Total

$

1,969

$1,034,544
35,531
29,740

$

$1 ,036,513
35,531
29,740

TOTAL ASSETS

$

1,969

$1,099,815

$

$1,101,784

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
Accrued salaries and related costs
TOTAL LIABILITIES

$

$

$

$

FUND BALANCES
Assigned
Unassigned
TOTAL FUND BALANCES
TOTAL LIABILITIES AND FUND
BALANCES

$

53,907
393,286
447,193

1,969
1,969

7,708
644,914
652,622

1,969

$1 ,099,815
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53,907
393,286
447,193

7,708
646,883
654,591

$

$1 ,101 ,784

GATEWAY LAB SCHOOL
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES- GENERAL FUND
FOR THE YEAR ENDED JUNE 30,2014

State
Allocation
REVENUES
Charges to school districts
State aid
Federal aid
Earnings on cash and investments
Food service revenue
Contributions
School programs
TOTAL REVENUES

$1,254,551

$

Federal
Fundin9
$

2,462,276
161 ,651

EXPENDITURES
Current:
Instruction
Operation and maintenance of facilities
Transportation
Food services
Capital outlays:
Property
Equipment
TOTAL EXPENDITURES

2,462,276

4,526
4,999
13,035
29,682
1,306,793

1,856,299
410,264
168,927

1,147,366
144,316
13,795

70,330
2,505,820

NET CHANGE IN FUND BALANCES
FUND BALANCES, BEGINNING OF YEAR
FUND BALANCES, END OF YEAR

General Fund
Local
Funding

$

161,651

140,149

148,719
4,059
1,458,255

Total
$1,254,551
2,462,276
161,651
4,526
4,999
13,035
29,682
3,930,720

6,531

3,143,814
554,580
182,722
6,531

14,971
161,651

148,719
89,360
4,125,726

(43,544)

(151,462)

(195,006)

45,513

804,084

849,597

1,969

$ 652,622
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$

$ 654,591

GATEWAY LAB SCHOOL
SCHEDULE OF EXPENDITURES BY NATURAL CLASSIFICATION· GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

EXPENDITURES
Current:
Salaries
Employment costs
Travel
Contractual services
Communications
Public utilities service
Insurance
Transportation - buses
Repairs and maintenance
Supplies and materials
Capital outlays:
Property
Equipment

$

1'731 ,465
754,435
3, 101
913,006
5,366
38,327
10,700
182,722
43,350
205,175
167,919
89,360

$

TOTAL EXPENDITURES
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4 ,144,926

Barbacane, Thornton & Company LLP

INDEPENDENT AUDITOR'S
REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

ZOO Springer Building
34 11 Silvcrside Road
W ilmington , D elaware 19810
T 302.478.8940
F 302.468.4001
www.btcp a .com

August 19, 2014

Board of Directors
Gateway Lab School
Wilmington, Delaware

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Governmental Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and each major fund of Gateway Lab School, Wilmington, Delaware as of and for the year
ended June 30, 2014 , and the related notes to the financial statements, which collectively comprise the
basic financial statements of Gateway Lab School (the "School"), and have issued our report thereon
dated August 19, 2014.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements. we considered Gateway Lab School's
internal control over financial reporting ("internal control") to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the School's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Sc hool's internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the School's ·f inancial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficienc ies. 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.

BARBAO\NE
TI-IORNION
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CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Gateway Lab School

Compliance and Other Matters
As part of obtaining reasonable assurance about whether Gateway Lab School's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, and contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the School's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the School's internal control and compliance. Accordingly,
this communication is not suitable for any other purposes.

/J~~It!7
BARBACANE , TH;RNTON & COMPANY

LL~

LLP
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GATEWAY LAB SCHOOl
SCHEDUlE OF FINDINGS AND RECOMMENDATIONS

STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS

12-3

Failure to Retain Adequate Documentation for Expenditures
Condition: The School was unable to locate invoices and related documentation for several selected
expenditures.
Cause: The School's management did not properly file its records for retention .
Criteria: The School should document its record retention policy and adhere to that policy to ensure that it
retains all necessary backup documentation.
Effect: Failure to maintain adequate records can lead to difficulties related to external audits and can
leave the School without supporting documentation in the event of a dispute with a vendor.
Recommendation: We recommended that the School establish a record retention policy that will establish
that the School retains all invoices, purchase orders, and payment vouchers for its expenditures for a
minimum period of time established by the School.
Status: During our current year audit, we noted no instances where requested documentation was missing
or could not be provided . Therefore, this finding is no longer applicable.

12-4

lack of a Capital Asset Inventory listing
Condition: The School does not maintain a listing or inventory of all its capital asset items, including items
like furniture and fixtures (desks, chairs, marker boards, etc .), equipment (computers, projectors,
refrigerators, etc.), and building or leasehold improvements.
Cause: Failure to record a listing of capital asset items.
Criteria: An entity should maintain an accurate record of all its capital assets to accurately reflect total
assets and its financial position.
Effect: Failure to properly track capital assets can lead to difficulty in determining tota l assets held by the
School and, consequently, cause the financial statements to not fairly represent the School's actual
financial position.
Recommendation : We recommended that management take an inventory listing of all its fixed assets to
which the School has title, and create and maintain a schedule of those assets, including all additions and
disposals that may occur.
Status: During our current year audit, we noted that the School had begun the process of performing an
inventory of its capital assets, and had started a preliminary list to document the assets and their related
costs. Therefore, this finding is no longer applicable.

- 26 -

GATEWAY LAB SCHOOL
SCHEDULE OF FINDINGS AND RECOMMENDATIONS

STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS

12-5

Lack of a Formalized Capitalization Policy
Condition: The School does not have a formalized capitalization policy for capitalizing purchased assets.
Cause: The School has not formally established a policy.
Criteria: Every entity should have a formalized policy establishing the dollar value and life expectancy
thresholds for capitalizing assets to ensure that expenditures are capitalized consistently.
Effect: Failure to establish a formalized capitalization policy can result in ambiguity about what constitutes
a capital asset and inconsistency in capitalizing expenditures.
Recommendation: We recommended that the School formally establish a capitalization policy.
Status: During our current year audit, we noted that the School has drafted and implemented an
approved capitalization policy outlining the minimum thresholds required for an asset to be capitalized.
Therefore, this finding is no longer applicable.

12-6

Failure to Create Purchase Orders for Required Expenditures
Condition: Several expenditures over $5,000 were noted that did not have required associated purchase
orders to encumber the funds.
Cause: The School did not create purchase orders for the expenditures.
Criteria: According to the State's Budget and Accounting Policy Manual, all expenditures over $5,000 are
required to have an associated purchase order.
Effect: Failure to properly encumber large expenditures could potentially lead the School to expending
more than its total appropriations for the year.
Recommendation: We recommended that the School establish a policy to consistently create purchase
orders for expenditures over the $5,000 threshold, and for any capital assets that it intends to purchase.
Status: During our current year audit, we reviewed several expenditures and noted no instances where a
required purchase order was missing or incomplete. Therefore, this finding Is no longer applicable.

13-1

Approvals of Payment Vouchers and Purchase Orders by External Consultant
Condition: During our prior year audit, the School utilized an external consultant to approve purchase
orders and payment vouchers in the First State Financial ("FSF") reporting system.
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SCHEDULE OF FINDINGS AND RECOMMENDATIONS

STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS

Cause: The School did not have adequate staff with designated responsibilities to c reate and approve
purchase orders and payment vouchers.
Criteria: The process of approving purchase orders and payment vouchers is a management function
and, therefore. should be performed by an employee of the School (ideally the Head of School or the
Business Manager). It should not be outsourced to an external party.
Effect: Use of an external consultant for approvals could allow the consultant to approve incorrect
purchase orders and payment vouchers without assuming any liability for the mistake.
Recommendation: We recommended that policies be enacted that will designate an employee who is
responsible for creating purchase orders and payment vouchers in the FSF system, and that the Head of
School or another member of the School's management be solely responsible for the required approvals.
Status: During our current year audit, we noted that the Head of School now physically approves all
invoices to approve the payment. While the outside consultant still approves purchase vouchers in the FSF
system, this is done strictly for the purpose of efficiency; all actual payment approvals come initially from
the Head of School. Therefore, this finding is no longer applicable.

13-2

Use of Former Head of School's Procurement Card
Condition: During our prior year audit, we were made aware of the fact that the School has been utilizing
the former Head of School's procurement card ("P-card") for purchases due to the fact that the current
Head of School has been unable to obtain one from the State.
Cause: The School has not yet been able to obtain a P-card from the State for the new Head of School.
Criteria: Only individuals who are currently considered State employees may have access to and use of
State P-cards. Once an employee resigns. retires, or otherwise is no longer a State employee, their P-card
should not be used.
Effect: Allowing an individual who is no longer a State employee to have access to a P-card could result
in fraudulent purchase of goods or services for the card holder that either the School or the State would be
required to pay for.
Recommendation: We recommended that the School immediately stop using the former Head of School's
P-card, and obtain a P-card for the new Head of School as soon as possible.
Status: We noted during our current year audit that the former Head of School's P-card was cancelled
shortly before the issuance of our last audit report. The current Head of School obtained her own P-card
and used it during the year. Therefore, this finding is no longer applicable.
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STATUS OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS

13-3

Preparation of Journal Entries
Condition: During our prior year audit, we noted that the School did not prepare all journal entries which
would convert the financial statements from the cash basis of accounting to the accrual basis. In
addition, we noted several reclassification entries that needed to be made for the year ended June 30,
2013.
Cause: The School did not designate an employee to convert the financial statements from the cash basis
of accounting to the accrual basis. The reclassification entries were due to an oversight by management.
Criteria: The School should designate an employee with sufficient competency to prepare the journal
entries necessary to convert the financial statements from the cash basis of accounting to the accrual
basis and to ensure entries are posted to their proper accounts.
Effect: Failure to convert the financial statements from the cash basis of accounting to the accrual basis
and to ensure that all entries are recorded properly may cause the financial statements to be misleading.
Recommendation: We recommended that the School designate a suitably skilled employee to prepare
the journal entries necessary to convert the financial statements from the cash basis of accounting to the
accrual basis of accounting and to ensure entries are posted to their proper accounts.
Status: During our current year audit, the School contracted with an outside consultant to prepare the
entries necessary to convert the School to the accrual basis, including the entry necessary to accrue the
compensated absence liability. Based on this, this finding is no longer applicable.

CURRENT YEAR FINDINGS AND RECOMMENDATIONS

None.
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