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Independent Auditor’s Report 
 
 
To the Board of Directors 
Panola School  
Carthage, Texas 
 
Report on the Audit of the Financial Statements 
 
Opinion 
We have audited the financial statements of Panola School (the School) (a nonprofit 
organization), which comprise the statement of financial position as of August 31, 2024, the 
related statements of activities, functional expenses, and cash flows for the year then ended, and 
the related notes to the financial statements. 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the School as of August 31, 2024, 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 (U.S. GAAP). 
 
Basis for Opinion 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America (GAAS) and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States 
(Government Auditing Standards).  Our responsibilities under those standards are further 
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our 
report.  We are required to be independent of the School and to meet our other ethical 
responsibilities, in accordance with the relevant ethical requirements relating to our audit.  We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
  
Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements 
in accordance with U.S. GAAP, and for the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the School’s 
ability to continue as a going concern within one year after the date that the financial statements 
are issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion.  Reasonable assurance is a high level of assurance but is not 
absolute assurance and therefore is not a guarantee that an audit conducted in accordance  
with GAAS and Government Auditing Standards will always detect a material misstatement  
when it exists.  The risk of not detecting a material misstatement resulting from fraud is higher 
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control.  Misstatements are considered material if 
there is a substantial likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the financial statements. 
  
In performing an audit in accordance with GAAS and Government Auditing Standards, we: 
  

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

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

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

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

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

 
We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit, significant audit findings, and certain internal 
control-related matters that we identified during the audit. 
 
Supplementary Information 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole.  The accompanying supplementary information as listed in the table of contents, required 
by Texas Education Agency (TEA), is presented for purposes of additional analysis and is 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.   
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Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated  
January 27, 2025 on our consideration of the School’s internal control over financial reporting and 
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters.  The purpose of that report is solely to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the effectiveness of the School’s internal control over financial 
reporting or on compliance.  That report is an integral part of an audit performed in accordance 
with Government Auditing Standards in considering the School’s internal control over financial 
reporting and compliance. 

 
A Professional Accounting Corporation 
 
Houston, TX 
January 27, 2025 
 
 
 



PANOLA SCHOOL 
Statement of Financial Position 
August 31, 2024 
 
 

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

Cash 409,492$         
Due from State 164,021           
Prepaid Expenses 8,359               

Total Current Assets 581,872           

Property and Equipment
Land 164,288           
Building and Improvements 2,648,185        
Furniture and Equipment 806,351           
Vehicles 56,723             
Accumulated Depreciation (1,372,449)       

Total Property and Equipment 2,303,098        

Total Assets 2,884,970$      

Liabilities and Net Assets
Current Liabilities

Accounts Payable 40,789$           
Note Payable, Current Portion 22,220             

Total Current Liabilities 63,009             

Long-Term Liabilities
Note Payable Less Current Portion 602,498           

Total Liabilities 665,507           

Net Assets
Without Donor Restrictions 38,591             
With Donor Restrictions 2,180,872        

Total Net Assets 2,219,463        

Total Liabilities and Net Assets 2,884,970$      

 
 



PANOLA SCHOOL 
Statement of Activities 
For the Year Ended August 31, 2024 
 
 

The accompanying notes are an integral part of these financial statements. 
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Without Donor With Donor
Restrictions Restrictions Total

Revenue, Grants, and Other Support
Local Support

Other Revenue from Local Sources 16,126$          -$                16,126$          
Enterprising Services Revenue 23,705            -                  23,705            

Total Local Support 39,831            -                  39,831            

State Program Revenues
Foundation School Program Revenues - Per Capita -                  2,005,198       2,005,198       
Foundation School Program Revenues -                  165,141          165,141          

Total State Program Revenues -                  2,170,339       2,170,339       

Federal Program Revenues
Federal Revenues Distributed by 

Texas Education Agency -                  112,169          112,169          

Total Federal Program Revenues -                  112,169          112,169          

Net Assets Released from Restrictions 2,162,974       (2,162,974)      -                  

Total Revenue, Grants, and Other Support 2,202,805       119,534          2,322,339       

Expenses
Program Services

Instructional and Instructional Related Services 714,774          -                  714,774          
Instructional and School Leadership 425,098          -                  425,098          
Student (Pupil) 228,471          -                  228,471          

Support Services
Administrative 555,087          -                  555,087          
Non-Student Based 235,472          -                  235,472          
Debt Service 32,327            -                  32,327            

Total Expenses 2,191,229       -                  2,191,229       

Change in Net Assets 11,576            119,534          131,110          

Net Assets, Beginning of Year 27,015            2,061,338       2,088,353       

Net Assets, End of Year 38,591$          2,180,872$     2,219,463$     

  



PANOLA SCHOOL 
Statement of Functional Expenses 
For the Year Ended August 31, 2024 
 
 

The accompanying notes are an integral part of these financial statements. 
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Instructional and Instructional 
Instructional and School Non-Student

Related Services Leadership Student (Pupil) Administrative Based Debt Service Total

Salaries 419,752$             390,203$         175,512$         173,564$         26,645$           -$                 1,185,676$      
Employee Benefits 56,356                 26,322             7,702               79,556             -                   -                   169,936           
Payroll Taxes 6,656                   5,362               2,951               2,381               2,039               -                   19,389             
Professional Services 440                      -                   10,344             48,006             -                   -                   58,790             
Contracted Services - Tuition 97,758                 -                   -                   35,106             -                   -                   132,864           
Contracted Services -                      -                   -                   -                   46,669             -                   46,669             
Repairs and Maintenance -                      -                   -                   -                   109,875           -                   109,875           
Utilities -                      -                   -                   -                   29,120             -                   29,120             
Supplies, Materials, and Textbooks 131,555               418                  31,426             66,160             12,561             -                   242,120           
Travel 2,257                   2,793               349                  3,391               -                   -                   8,790               
Insurance -                      -                   -                   3,787               8,563               -                   12,350             
Depreciation -                      -                   -                   143,136           -                   -                   143,136           
Debt Service Costs -                      -                   -                   -                   -                   32,327             32,327             
Miscellaneous Operating Costs -                      -                   187                  -                   -                   -                   187                  

Total 714,774$             425,098$         228,471$         555,087$         235,472$         32,327$           2,191,229$      

Program Services Supporting Services

 
 



PANOLA SCHOOL 
Statement of Cash Flows 
For the Year Ended August 31, 2024 
 

The accompanying notes are an integral part of these financial statements. 
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Cash Flows from Operating Activities
Change in Net Assets 131,110$          
Adjustments to Reconcile Change in Net Assets

to Net Cash Provided by Operating Activities
Depreciation 143,136            
Increase in Due from State (132,705)           
Increase in Prepaid Expenses (5,396)               
Increase in Accounts Payable 24,095              

Net Cash Provided by Operating Activities 160,240            

Cash Flows from Investing Activities
Purchase of Property and Equipment (178,483)           

Net Cash Used in Investing Activities (178,483)           

Cash Flows from Financing Activities
Payments on Notes Payable (28,283)             

Net Cash Used in Financing Activities (28,283)             

Net Decrease in Cash (46,526)             

Cash, Beginning of Year 456,018            
 
Cash, End of Year 409,492$          

Supplemental Disclosure of Cash Flow Information
Payments for Interest 32,327$            

 
 



PANOLA SCHOOL 
 
Notes to Financial Statements 
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Note 1. Summary of Significant Accounting Policies 
 
Organization and Nature of Activities 
Panola School (the School) provides high school curricula for students in grades 8 - 12. 
The School operates under an open enrollment charter granted by the State of Texas 
Board of Education. This charter was issued for a period of five years and is subject to 
review and renewal periodically prior to the expiration date of charter. 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 School does not have the authority to impose 
ad valorem taxes or to charge tuition. The School does business as Panola Charter School 
and there is not currently any additional financial activity outside of the charter school. The 
School was incorporated in January 2000 and has been recognized as an organization 
exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code. 
 
Basis of Presentation 
The financial statements are presented in accordance with Financial Accounting Standards 
Board (FASB) Accounting Standards Codification (ASC) 958, Financial Statements of Not-
for-Profit Organizations.  The School is required to record unconditional promises to give 
(pledges) as receivables and revenues and to distinguish between contributions received 
for each net asset category in accordance with donor-imposed restrictions.  Under FASB 
ASC 958, the School is required to report information regarding its financial position and 
activities according to two classes of net assets: 
 

Net Assets Without Donor Restrictions - Net assets available for general use and not 
subject to donor-imposed restrictions.  This category also includes board-designated net 
assets. 
 
Nets Assets With Donor Restrictions - Net assets representing contributed funds subject 
to specific donor-imposed restrictions contingent upon a specific purpose or a specific 
passage of time. 

 
In addition, the School is required to present a statement of cash flows.  
 
Basis of Accounting 
Basis of accounting refers to when revenues and expenses are recognized in the accounts 
and reported on the financial statements.  The financial statements of the School are 
prepared on the accrual basis of accounting, whereby revenues are recognized when 
earned and expenses are recognized when incurred. 
 
Net Assets 
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). 
 
  



PANOLA SCHOOL 
 
Notes to Financial Statements 
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Note 1. Summary of Significant Accounting Policies (Continued) 
 

Cash and Cash Equivalents 
For purposes of the statement of cash flows, the School considers all highly liquid 
investment instruments with an original maturity of three months or less to be cash 
equivalents.  There were no cash equivalents as of August 31, 2024. 
 
Property and Equipment 
All capital assets acquired with a value of $500 or greater are recorded as property and 
equipment and are recorded at historical cost or estimated historical cost if historical cost 
is not available. Donated assets are reported at the fair market value at the time of 
acquisition. Betterments that naturally add to the value of related assets or materially 
extend the useful lives of assets are capitalized.  Normal building maintenance and minor 
equipment purchases are included as expenses of the School. Depreciation of fixed 
assets is calculated using the straight-line method over the estimated useful lives of the 
assets.  The following are the estimated useful lives of the fixed assets of the School: 
 

Assets Useful Lives

Building and Improvements 39 - 40 years
Furniture and Equipment 5 - 7 Years
Leasehold Improvements 15 Years
Software 5 Years  

 
Depreciation expense for the year ended August 31, 2024 was $143,136. 
 
Revenues and Support 
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 Accounting Standards Update (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. 
 
Foundation School Program 
The School’s primary source of funding is through the Foundation School Program.  The 
School receives funding per eligible student based on attendance projections, payable  
in monthly installments.  Attendance reports are submitted to the TEA during the year and 
funding adjustments are made. 
 
Federal and State Grants 
Federal and state grants are on a cost reimbursement basis.  An accrual is made when 
eligible expenses are incurred. 

 
  

 
 
  



PANOLA SCHOOL 
 
Notes to Financial Statements 
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Note 1. Summary of Significant Accounting Policies (Continued) 
 

Revenues and Support (Continued) 
Private Grants and Contributions 
Private grants and contributions are recognized when the donor makes a promise to give 
that is, in substance, unconditional.  The School will not recognize a conditional promise 
to give until the conditions on which the promise depends are substantially met.  
Contributions are reported as increases in net assets without donor restrictions or net 
assets with donor restrictions, depending on the existence and/or nature of any donor 
restrictions.  When restrictions expire (that is, when a stipulated time restriction ends or 
purpose restriction is accomplished), net assets with donor restrictions are reclassified to 
net assets without donor restrictions and reported in the statement of activities as net 
assets released from restrictions. 
 
Contributions expected to be collected in less than one year are reported at net realizable 
value.  Those expected to be collected in more than one year are recorded at fair value at 
the date of the promise and are discounted at an appropriate discount rate.  Future 
amortization of the discount will be included in contribution revenue.  Management closely 
monitors outstanding balances and writes off any balances deemed uncollectible. 
 
Other Income 
Revenue from other sources, including student activities and fees, are recorded and 
recognized as revenue in the period in which the School provides the service at the 
amount that reflects the consideration to which the School expects to be entitled for 
providing the service or good. 
 
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. 
 
Personal Leave 
All employees earn six days of paid personal leave per year.  However, unused balances 
do not accumulate; therefore, there is no liability accrued on the financial statements. 
 
Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America (U.S. GAAP) requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures. 
Accordingly, actual results could differ from those estimates. 
 
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. The statement of functional expenses 
present the natural classification detail of expenses by function.  Accordingly, certain 
expenses and supporting service costs have been allocated among the various programs.  
Expenses are allocated based upon direct identification. 
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Notes to Financial Statements 
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Note 1. Summary of Significant Accounting Policies (Continued) 
 
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 fiduciary 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. 
 
Leases 
The School determines if an arrangement is or contains a lease at inception, which is the 
date on which the terms of the contract are agreed to, and the agreement creates 
enforceable rights and obligations. A contract is or contains a lease when (i) explicitly or 
implicitly identified assets have been deployed in the contract, and (ii) the School obtains 
substantially all of the economic benefits from the use of that underlying asset and directs 
how and for what purpose the asset is used during the term of the contract. The School 
also considers whether its service arrangements include the right to control the use of an 
asset. 

 
The School recognizes most leases on its statement of financial position as a right-of-use 
(ROU) asset representing the right to use an underlying asset and a lease liability 
representing the obligation to make lease payments over the lease term, measured on a 
discounted basis. Leases are classified as either finance leases or operating leases based 
on certain criteria. Classification of the lease affects the pattern of expense recognition in 
the statement of activities. 
 
The School made an accounting policy election available not to recognize ROU assets 
and lease liabilities for leases with a term of 12 months or less. For all other leases, ROU 
assets and lease liabilities are measured based on the present value of future lease 
payments over the lease term at the commencement date of the lease.  The ROU assets 
also include any initial direct costs incurred and lease payments made at or before the 
commencement date and are reduced by any lease incentives received. To determine the 
present value of lease payments, the School made an accounting policy election available 
to non-public companies to utilize a risk-free borrowing rate, which is aligned with the lease 
term at the lease commencement date or remaining term for leases existing upon the 
adoption of Topic 842. 
 
Future lease payments may include fixed rent escalation clauses or payments that depend 
on an index (such as the consumer price index), which is initially measured using the index 
or rate at lease commencement.  Subsequent changes of an index and other periodic 
market-rate adjustments to base rent are recorded in variable lease expense in the period 
incurred.  Residual value guarantees or payments for terminating the lease are included 
in the lease payments only when it is probable they will be incurred. 
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Notes to Financial Statements 
 
 

12 

Note 1. Summary of Significant Accounting Policies (Continued) 
 

Leases (Continued) 
The School made an accounting policy election to account for lease and non-lease 
components in its contracts as a single lease component for its real estate class. The non-
lease components typically represent additional services transferred to the School, such 
as common area maintenance for real estate, which are variable in nature and recorded 
in variable lease expense in the period incurred. 
 
The School elected to adopt the package of practical expedients under the transition 
guidance within Topic 842, which among other things, allowed it to carry forward the 
historical lease classification and has not elected to adopt the hindsight practical 
expedient. 
 
Budget 
The official school budget is prepared for adoption for required Governmental Fund Types.  
The annual budget is adopted on a basis consistent with generally accepted accounting 
principles and is formally adopted by the Board of Directors. 
 
Adoption of Accounting Pronouncements  
On September 1, 2023, the School adopted ASU 2016-13 and all subsequent ASUs that 
modified ASU 2016-13, which have been codified under ASC 326, Financial Instruments 
- Credit Losses.  The School adopted this guidance using the modified retrospective 
approach, as required, and has not adjusted prior period comparative information and will 
continue to disclose prior period financial information in accordance with previous 
accounting guidance.  Adoption of ASC 326 to the estimate of the allowance for credit 
losses had no material impact to the financial statements.   
 
 

Note 2. Pension Plan 
 

Plan Description 
The School contributes to the Teacher Retirement System of Texas (TRS), a cost sharing, 
multiple-employer defined benefit pension plan with one exception; all risks and costs are 
not shared by the School but are the liability of the State of Texas. TRS administers 
retirement and disability annuities, and death and survivor benefits to employees and 
beneficiaries of employees of the public school systems of Texas. 
 
The plan operates primarily under the provisions of the Texas Constitution, Article XVI, 
Sec. 67, and Texas Government code, Title 8, Chapters 803 and 805 respectively. The 
Texas State legislature has the authority to establish and amend benefit provisions of the 
pension plan and may, under certain circumstances, grant special authority to the TRS 
Board of Trustees. TRS issues a publicly available financial report that includes financial 
statements and required supplementary information for the defined benefit plan. That 
report may be obtained by writing to the TRS Communications Department, 1000 Red 
River Street, Austin, Texas 78701 or by calling the TRS Communications Department at 
1-800-223-8778, or by downloading the report from the TRS Internet website, 
www.trs.state.tx.us, under the TRS Publications Heading. 
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Note 2. Pension Plan (Continued) 
 

Plan Description (Continued) 
Charter schools are legally separate entities from the State and each other. Assets 
contributed by one charter or independent school district (ISD) may be used for the benefit 
of an employee of another ISD or charter. The risk of participating in multi-employer 
pension plans is different from single-employer plans. Assets contributed to a multi-
employer plan by one employer may be used to provide benefits to employees of other 
participating employers. If a participating employer stops contributing to the plan, the 
unfunded obligations of the plan may be borne by the remaining participating employers. 
 
There is no withdrawal penalty for leaving the TRS system. There is no collective-
bargaining agreement. The latest TRS Comprehensive Annual Financial Report available 
dated August 31, 2024 provided the following information (ABO refers to the accumulated 
benefit obligation): 
 

Pension Total Plan Assets ABO Percent
  Fund  2024 2024  Funded 

TRS 243,089,145,656$     $  271,627,434,294 77.51%  
 
Funding Policy 
Contribution requirements are not actuarially determined but are established and 
amended by the Texas state legislature. The state funding policy is as follows: (1) the 
state constitution requires the legislature to establish a member contribution rate of not 
less than 6.0% and not more than 10% of the aggregate annual compensation of all 
members of the system; and (2) a state statute prohibits benefit improvements or 
contribution reductions if, as a result of a 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 one year, the period would be increased by 
such action.  
 
State law provides for a member contribution rate of 8.25% for fiscal year 2024, and a 
state contribution rate of 8.25% for fiscal year 2024. The School’s employee contributions 
to the system for the year ended August 31, 2024 were $62,770, equal to the required 
contributions for the year. 
 
Other contributions made from federal and private grants and from the School for salaries 
above the statutory minimum were contributed at a rate of 8.25% totaling $5,326 for the 
year ended August 31, 2024. The School’s contributions into this plan do not represent 
more than 5% of the total contributions to the plan. The School was assessed a surcharge 
of $42,268. Per Texas Education Agency’s request, the charter school has recorded the 
amounts contributed by TRS on-behalf of each District’s employees. The on-behalf 
contributions during fiscal year 2024 was $53,445. 
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Note 3. Health Care Coverage 
 

Employees of the School are covered by a group insurance plan with TRS Active Care 
managed by Blue Cross Blue Shield. The School pays the employee's premium and the 
employee pays the premiums for dependent coverage through payroll deductions. All 
premiums were paid to licensed insurers. 
 
 

Note 4. Due From State and Federal 
 

At August 31, 2024, the School was due an additional $153,770 from the State Foundation 
Allotment and $10,251 from the IDEA-B. Funds will be received from the Texas Education 
Agency during the 2024-2025 school year. 
 
 

Note 5. Cash Deposit Risk 
 

During the 2023-2024 school year, the School's cash in bank accounts were covered all 
year by pledged collateral held by the School's agent bank. Bank depository accounts, at 
times, exceeded federally insured limits. At August 31, 2024, the School’s bank cash 
deposits were in excess of the Federal Deposit Insurance Corporation (FDIC) insured limit 
by $166,633. 
 

 
Note 6. Commitments and Contingencies 
 

The School receives funds through state and federal programs which are governed by 
various rules and regulations of the granter. Expenses charged to the grant program are 
subject to audit and adjustment by the granter 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. 
 

 
Note 7.  Economic Dependency 
 

During the year the School received the majority of its revenues from the TEA 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. 
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Note 8. Liquidity and Availability of Financial Assets 
 

The following table reflects the School’s financial assets as of August 31, 2024, reduced 
by amounts not available for general use because of contractual or donor-imposed 
restrictions within one year of the statement of financial position date: 
 

Financial Assets
Cash 409,492$         
Due from State 164,021             

Total Financial Assets at Year End 573,513$         
 

The School manages its liquid assets conservatively within standard depository bank 
accounts at national banks. Cash is managed through the use of a budget to provide 
sufficient funds for meeting program expenditures of the School. 

 
 
Note 9. Note Payable 
 

In 2006, the School purchased a building Carthage, TX for both office and classroom 
activities which was financed through a mortgage loan.  In 2017, the School purchased 
land and a building in Marshall, TX for office and classroom space through a loan wherein 
the balance of the Carthage, TX building loan was refinanced. Multiple refinances have 
occurred since 2017 with various terms.  In August 2022, the loan was again refinanced 
at a balance of $684,297 with 60 monthly payments of $4,710 including interest at 5.5% 
and a balloon payment due on September 1, 2027. 
 
The future minimum principal payments are as follows: 
 

Year Ending
August 31, Principal Interest Total

2025 22,220$           34,300$           56,520$           
2026 23,474             33,046             56,520             
2027 24,798             31,722             56,520             
2028 554,226           2,581               556,807           

Total 624,718           101,649$         726,367$         
Less: Current Portion (22,220)            

Long-Term Portion 602,498$         

 
Interest expense for the year ended August 31, 2024 was $32,327 and is included in the 
statement of functional expenses as debt service costs. 
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Note 10. Net Assets With Donor Restrictions 
 

Net assets with donor restrictions at August 31, 2024, are available for the following 
periods and purpose: 

 
Periods after August 31, 2024:
State Restricted Funds 2,180,872$        

Total 2,180,872$        

 
Net assets released from restrictions by incurring expenses satisfying the restricted 
purposes or by occurrence of other events specified by donors is as follows for the year 
ended August 31, 2024:  
 

Federal Funds 112,169$           
State Funds 2,050,805          

  Total Restrictions Released 2,162,974$        

 
 
Note 11. Income Taxes 
 

The School qualifies as a tax-exempt organization under Section 501(c)(3) of the IRC and, 
therefore, has no provision for income taxes. 
 
Accounting principles generally accepted in the United States of America provide 
accounting and disclosure guidance about positions taken by an entity in its tax returns 
that might be uncertain.  

 
The School believes that it has appropriate support for any tax positions taken, and 
management has determined that there are no uncertain tax positions that are material to 
the financial statements.   
 
Penalties and interest assessed by income taxing authorities, if any, would be included in 
income tax expense. 
 
 

Note 12. Subsequent Events 
 

In accordance with FASB ASC 855, the School has evaluated subsequent events through 
January 27, 2025, the date that these financial statements were available to be issued 
and determined that no events occurred that require disclosure.  No other subsequent 
events occurring after this date have been evaluated for inclusion in these financial 
statements. 
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See independent auditor’s report. 
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Without Donor With Donor
Restrictions Restrictions Total

Revenues
Local Support

5740 Other Revenue from Local Sources 16,126$          -$                16,126$          
5750 Enterprise Service Revenue 23,705            -                  23,705            

Total Local Support 39,831            -                  39,831            

State Program Revenues
5810 Foundation School Program -                  2,005,198       2,005,198       
5820 State Program Revenues Distributed by

Texas Education Agency -                  165,141          165,141          

Total State Program Revenues -                  2,170,339       2,170,339       

Federal Program Revenues
5920 Federal Revenues Distributed by 

Texas Education Agency -                  77,587            77,587            
5940 Federal Revenues Distributed by 

Federal Government -                  34,582            34,582            

Total Federal Program Revenues -                  112,169          112,169          

Net Assets Released from Restrictions 2,162,974       (2,162,974)      -                  

Total Revenues 2,202,805       119,534          2,322,339       

Expenses
11 Instruction 714,639          -                  714,639          
13 Curriculum Dev. and Instructional Staff Dev. 135                 -                  135                 
21 Instructional Leadership/Instruction Staff 24,373            -                  24,373            
23 School Leadership 397,823          -                  397,823          
31 Guidance, Counseling, and Evaluation Svcs. 131,638          -                  131,638          
33 Health Services 70,546            -                  70,546            
34 Student (Pupil) Transportation 935                 -                  935                 
36 Extracurricular/Cocurricular Activities 28,254            -                  28,254            
41 General Administration 555,087          -                  555,087          
51 Plant Maintenance and Operations 134,600          -                  134,600          
52 Security and Monitoring Services 46,669            -                  46,669            
53 Data Processing Services 54,203            -                  54,203            
71 Debt Service 32,327            -                  32,327            

Total Expenses 2,191,229       -                  2,191,229       

Change in Net Assets 11,576            119,534          131,110          

Net Assets, Beginning of Year 27,015            2,061,338       2,088,353       

Net Assets, End of Year 38,591$          2,180,872$     2,219,463$     



PANOLA SCHOOL  
Schedule of Expenses 
For the Year Ended August 31, 2024 
 
 

See independent auditor’s report. 
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Expenses 
6100 Payroll Costs 1,375,001$      
6200 Professional and Contracted Services 377,318           
6300 Supplies and Materials 242,120           
6400 Other Operating Costs 164,463           
6500 Debt 32,327             

Total Expenses 2,191,229$      
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Local State Federal Total
Cash and Capital Assets

1110 Cash 27,304$        382,188$      -$              409,492$      
1510 Land -                164,288        -                164,288        
1520 Buildings and Improvements -                2,648,185     -                2,648,185     
1530 Furniture and Equipment -                624,698        181,653        806,351        
1541 Vehicles -                56,723          -                56,723          

Total Cash and Capital Assets 27,304$        3,876,082$   181,653$      4,085,039$   

Ownership Interest
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Actual Variance from
Original Final Amounts Final Budget

Revenue, Grants, and Other Support
Local Support

5740 Other Revenue from Local Sources 71,729$          9,151$            16,126$           6,975$            
5750 Enterprise Service Revenue 20,458            20,458            23,705             3,247              

Total Local Support 92,187            29,609            39,831             10,222            

State Program Revenues
5810 Foundation School Program 1,768,820       2,004,689       2,005,198        509                 
5820 State Program Revenues Distributed by 

Texas Education Agency -                  165,011          165,141           130                 

Total State Program Revenues 1,768,820       2,169,700       2,170,339        639                 

Federal Program Revenues
5920 Federal Revenues Distributed by 

Texas Education Agency 78,036            78,037            77,587             (450)                
5940 Federal Revenues Distributed by 

Federal Government -                  34,582            34,582             -                  

Total Federal Program Revenues 78,036            112,619          112,169           (450)                

Total Revenue, Grants, and Other Support 1,939,043       2,311,928       2,322,339        10,411            

Expenses
11 Instruction 710,250          834,000          714,639           119,361          
13 Curriculum Dev. and Instructional Staff Dev. 2,250              250                 135                  115                 
21 Instructional Leadership/Instruction Staff 36,400            63,078            24,373             38,705            
23 School Leadership 395,500          398,000          397,823           177                 
31 Guidance, Counseling,l and Evaluation Svcs. 62,680            93,000            131,638           (38,638)           
33 Health Services -                  70,000            70,546             (546)                
34 Student (Pupil) Transportation 1,000              1,000              935                  65                   
36 Extracurricular/Cocurricular Activities 18,000            28,500            28,254             246                 
41 General Administration 395,950          555,000          555,087           (87)                  
51 Plant Maintenance and Operations 152,100          133,600          134,600           (1,000)             
52 Security and Monitoring Services 7,500              47,000            46,669             331                 
53 Data Processing Services 38,000            55,000            54,203             797                 
71 Debt Service 45,000            33,500            32,327             1,173              

Total Expenses 1,864,630       2,311,928       2,191,229        120,699          

Change in Net Assets 74,413            -                  131,110           131,110          

Net Assets, Beginning of Year 2,088,353       2,088,353       2,088,353        -                  

Net Assets, End of Year 2,162,766$     2,088,353$     2,219,463$      131,110$        

Budgeted Amounts
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Description Property Address Assessed Value Local State Federal
Land, Building and Improvements 1110 FM 10, Carthage, TX  75633 532,120$         -$                532,120$         -$                

Land, Building and Improvements 3714 East End Blvd S, Marshall, TX  75672 1,057,840$      -$                1,057,840$      -$                

Ownership Interest 

 
 



PANOLA SCHOOL 
Schedule of Related-Party Transactions and Compensation and Benefits 
For the Year Ended August 31, 2024 
 
 

See independent auditor’s report. 
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Related-Party Transactions: 
 

Type of Terms and Source of Total Paid Principal
Related Party Name Relationship Transaction Conditions Funds For Year Balance Due

None  
 
Related-Party Compensation and Benefits: 
 

Name of 
Relation to the Compensation Payment Source of Total Paid

Related Party Name Related Party Relationship  or Benefit Frequency Description Funds For Year

None  
 



PANOLA SCHOOL 
Compensatory and Bilingual Education Programs  
Compliance Responses (Schedule J-4) 
For the Year Ended August 31, 2024 
 
 

See independent auditor’s report. 
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Data Codes    Responses 
 
  Section A:  Compensatory Education Programs 
 
 AP1  Did your LEA expend any state compensatory education  
   program state allotment funds during the district's fiscal year?  Yes 
 
 AP2  Does the LEA have written policies and procedures for its  
   state compensatory education program?   Yes 

 
 AP3  List the total state allotment funds received for state compensatory  
   education programs during the district's fiscal year.  $87,318 
 
 AP4  List the actual direct program expenditures for state  
   compensatory education programs during the LEA's fiscal  
   year. (PICs 24,26,28,29,30,34)   $48,026 
 
 
  Section B:  Bilingual Education Programs 
 
 APS  Did your LEA expend any bilingual education program state  
   allotment funds during the LEA's fiscal year?   Yes 
 
 AP6  Does the LEA have written policies and procedures for its  
   bilingual education program?  Yes 
 
 AP7  List the total state allotment funds received for bilingual education  
   programs during the LEA's fiscal year.  $1,605 
 
 AP8  List the actual direct program expenditures for bilingual education  
   programs during the LEA's fiscal year. (PICs 25,35)  $1,103 
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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 
 

Independent Auditor’s Report 
 
To the Board of Directors 
Panola School 
Carthage, Texas 
 
 
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 Comptroller General of the United States (Government Auditing 
Standards), the financial statements of Panola School (the School) (a non-profit organization), 
which comprise the School’s statement of financial position as of August 31, 2024, 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 January 27, 
2025. 
 
Report on Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the School’s 
internal control over financial reporting (internal control) as a basis for designing 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 the School’s 
internal control.  Accordingly, we do not express an opinion on the effectiveness of the School’s 
internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected, on a timely basis.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses.  
However, material weaknesses may exist that have not been identified. 
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Report on Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the School’s financial statements are 
free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct 
and material effect on the financial statements.  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 purpose. 

 
A Professional Accounting Corporation 
 
Houston, TX 
January 27, 2025 
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Section I. Summary of Auditor’s Results 
 
Financial Statements 
 
1. Type of auditor’s report Unmodified 
 
2. Internal control over financial reporting and compliance and other matters: 
 

a. Material weaknesses identified? No 
b. Significant deficiencies identified? None reported 
c. Noncompliance material to the financial statements noted? No 

 
 
Federal Awards 
 
Not applicable. 
 
 
Section II. Findings Related to the Financial Statements 
 
None identified. 
 
 
Section III.  Findings and Questioned Costs Related to Major Federal Award Programs 
 
Not applicable. 
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Schedule of Prior Audit Findings  
For the Year Ended August 31, 2024 
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Finding 2023-1 – Bid Law 
 
Condition: While bids were solicited, the School did not place advertisements for bids in 

local newspapers for a fence construction project including two campuses 
totaling $155,225. 

 
Recommendation: Panola School should implement controls to ensure that, in the future, all 

purchases comply with the requirements of the bid law, and that adequate 
documentation (e.g. copy of advertisements) is maintained to demonstrate 
that the School management fully complied with the law. 

 
Current Status: The recommendation was adopted in January 2024. No similar findings were 

noted in the 2024 audit. 
 
  
 


