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Board of Directors

Lehigh Valley Charter High School for the Arts
321 East 3™ Street

Bethlehem, PA 18015

INDEPENDENT AUDITORS’ REPORT

Opinion

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Lehigh Valley Charter High
School for the Arts, as of and for the year ended June 30, 2025, and the related notes to the financial
statements, which collectively comprise the Borough’s basic financial statements as listed in the table of
contents.

In our opinion, the financial statements, referred to above, present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of Lehigh Valley Charter High School for the Arts at June 30, 2025, and
the respective changes in financial position and, where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

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. 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 Lehigh Valley Charter High School for the Arts, 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 opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of intemal 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 Lehigh Valley Charter High School for
the Arts’s ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.
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LEHIGH VALLEY CHARTER HIGH SCHOOL FOR THE ARTS

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
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and, therefore, is
not a guarantee that an audit conducted in accordance with generally accepted auditing standards 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 generally accepted auditing standards, we:

o 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 atest 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 Lehigh Valley Charter High School for the Arts’s internal control. Accordingly, no such
opinion is expressed.

o 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about Lehigh Valley Charter High School for the Arts’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.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4-11 and the Schedules of the School's Proportionate Share of the Net
Pension Liability on page 50, Schedule of the School Contributions to the Pension Plan on page 51, Schedule
of the School’'s Proportionate Share of the Net OPEB Liability on page 52, and Schedule of the School
Contributions to the OPEB Plan on page 53, 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 the 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.
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Supplemental Information

Our audit was conducted for the purposes of forming opinions on the financial statements that collectively
comprise the Lehigh Valley Charter High School for the Arts’ financial statements as a whole. The combining
and individual non-major fund financial statements are presented for purposes of additional analysis and are
not a required part of the financial statements.

The combining and individual fund financial statements are the responsibility of management and were
derived from and related 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 the basis of accounting described
in the notes to the financial statements. In our opinion, the information is fairly stated in all material respects in
relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 30, 2025
on our consideration of Lehigh Valley Charter High School for the Arts’s interal 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 the 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 Lehigh Valley Charter High School for the
Arts’s internal control over financial reporting and compliance.

MVA Audit PLLC

Quakertown, Pennsylvanian
October 30, 2025
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INDEPENDENT AUDITORS’ 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

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of the Lehigh Valley Charter High
School for the Arts, as of and for the year ended June 30, 2025, and the related notes to the financial
statements, which collectively comprise Lehigh Valley Charter High School for the Arts’s basic financial
statements and have issued our report thereon dated October 30, 2025.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Lehigh Valley Charter High
School for the Arts’s internal control over financial reporting (intemnal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Lehigh Valley Charter
High School for the Arts’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Lehigh Valley Charter High School for the Arts’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 and therefore, material weaknesses or significant deficiencies may exist that were not
identified. 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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Internal Control over Compliance

As part of obtaining reasonable assurance about whether the Lehigh Valley Charter High School for the Arts’s
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

MVA Audit PLLC

Quakertown, Pennsylvanian
October 30, 2025
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LEHIGH VALLEY CHARTER HIGH
SCHOOL FOR THE ARTS

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
REQUIRED SUPPLEMENTARY INFORMATION (RSI)

For the Year Ended June 30, 2025

This discussion and analysis of the Lehigh Valley Charter High School for the Arts’ financial performance
provides an overall review of the School’s financial activities for the fiscal year ended June 30, 2025. The
intent of this discussion and analysis is to look at the financial performance as a whole; however, readers
should also review the notes to the basic financial statements to enhance their understanding of the School’'s
financial performance.

The Management's Discussion and Analysis (MD&A) is a component of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial Statements —
and the Management’s Discussion and Analysis — for State and Local Governments issued in 1999. Certain
comparative information between the current year and the prior year is required to be presented in the MD&A.

Lehigh Valley Charter High School for the Arts Mission Statement

The Lehigh Valley Charter High School for the Arts provides a rich and comprehensive educational program
for students with talents and potential in dance, instrumental music, vocal music, theatre, production arts and
literary arts or visual art. This REGIONAL model enables each student to maximize his or her special talents.
Our graduates will increase the quality of their life, the lives of people who surround them, and the respective
communities of the Lehigh Valley.

Lehigh Valley Charter High School for the Arts History

Founded by Dr. Thomas Lubben and a group of dedicated community partners, Charter Arts opened in
September 2003 with 217 students. Twenty-Two years later, 537 students were enrolled for the 2024-2025
school year. In 2006, the Middle States Association recommended full accreditation to Charter Arts for our
academic program. In 2018, Charter Arts eamed the prestigious National Blue-Ribbon Award.

Financial Highlights

e Total general fund revenues in 2025 of $11,981,833 increased from $9,966,887 in 2024 due
primarily from tuition from participating School Districts.

o At the close of the current fiscal year, the School reports an ending general fund balance of
$5,134,744, up from $3,999,888 in 2024.

FINANCIAL STATEMENTS

The financial statements consist of three parts: Management's Discussion and Analysis, the basic financial
statements, and required supplementary information. The basic financial statements include two kinds of
statements that present different views of Lehigh Valley Charter High School for the Arts. The first two
statements are government-wide financial statements — the Statement of Net Position and the Statement of
Activities. These provide both long-term and short-term information about the School’s overall financial status.

The remaining statements are fund financial statements that focus on individual parts of the School's
operations in more detail than the government-wide statements. The governmental funds statements tell how
the School’'s services were financed in the short term as well as what remains for future spending.

The financial statements also include notes that explain some of the information in the financial statements
and provide more detailed data. The statements are followed by a section of required supplementary
information that further explains and reports the financial statements with the comparison of the School's
budget for the year.



Figure 1 shows how the required parts of the Financial Section are arranged and relate to one another.

Figure 1 - Required Components of Lehigh Valley Charter High School for the Arts Financial Report
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Figure 2 summarizes the major features of the financial statements, including the portion of the Program they
cover and the types of information they contain. The remainder of this overview section of management
discussion and analysis explains the structure and contents of each of the statements.

Figure 2 - Major Features of Lehigh Valley Charter High School for the Arts’ Government-Wide and Fund

Financial Statements

Fund Statement

year or soon
thereafter, no
capital assets
included

term

Government-wide Governmental Proprietary Fiduciary Funds
Statements Funds Funds y
Scope Entire school (except | The activities of Activities the Instances in which
fiduciary funds) the School that are { School operates the School is the
not proprietary or similar to private trustee or agent to
fiduciary, such as business — The someone else’s
education, School has a Food | resources — The
administration, and | Service Fund. School has an
community Activity Fund
services
Required financial | Statement of net Balance Sheet, Statement of net Statement of
statements position, Statement of | Statement of position, fiduciary net
activities revenues, Statement of position,
expenditures, and | revenues, Statement of
changes in fund expenses and changes in
balance changes in net fiduciary net
position, position (if
Statement of cash | applicable)
flows
Accounting basis Accrual accounting Modified accrual Accrual Accrual
and measurement | and economic accounting and accounting and accounting and
focus resources focus current financial economic economic
resources focus resources focus resources focus
Type of asset/ All assets and Only assets All assets and All assets and
liability information | liabilities, both expected to be liabilities, both liabilities, both
financial and capital, used up and financial and short-term and
and short-term and liabilities that come | capital, and short- | long-term
long-term due during the term and long-

Revenues for
which cash is
received during or
soon after the end
of the year;
expenditures when
goods or services
have been
received and
payment is due
during the year or
soon thereafter

All revenues and
expenses during year,
regardless of when
cash is received or
paid

Type of inflow-
outflow information

All revenues and
expenses during
year, regardless of
when cash is
received or paid

All revenues and
expenses during
year, regardless of
when cash is
received or paid

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the School’s basic financial statements.
The School's basic financial statements, as presented, comprise four components: Management's Discussion
and Analysis (this section), the Basic Financial Statements, Supplementary Information and Single Audit
Requirements (if applicable).



Government-Wide Financial Statements

The govermment-wide financial statements are designed to provide readers with a broad overview of the
School’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the School's assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the School is improving or deteriorating.

The statement of activities presents information showing how the School’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to
the change occurs, regardless of the timing of related cash flows.

The government-wide financial statements report on the function of the School that is principally supported by
subsidies from school districts whose constituents attend the School.

Fund Financial Statements

A fund is a group of related accounts that are used to maintain control over resources that have been
segregated for specific activities or purposes. The School, like governmental type entities, utilizes fund
accounting to demonstrate compliance with finance-related legal requirements. The School financial
statements present two governmental funds — the general fund and a blended component unit presented as a
capital projects fund.

o Governmental funds — Most of the School’s activities are reported in governmental funds, which
focus on the determination of financial position and change in financial position, not on income
determination. They are reported using an accounting method called modified accrual accounting,
which measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detailed short-term view of the School’s operations and the
services it provides. Governmental fund information helps the reader determine whether there are
more or fewer financial resources that can be spent in the near future to finance the School's
programs. The relationship (or differences) between governmental activities (reported in the
Statement of Net Position and the Statement of Activities) and governmental funds is reconciled in
the financial statements.

e Proprietary funds — These funds are used to account for the School’s activities that are similar to
business operations in the private sector; or where the reporting is on determining net income,
financial position, changes in financial position, and a significant portion of funding through user
chargers. When the School charges customers for services it provides these services are generally
reported in proprietary funds. The Food Service Fund is the School’s proprietary fund and is the
same as the business-type activity reported in the government-wide statements, but provides more
detail and additional information, such as cash flows.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements.



FINANCIAL ANALYSIS OF THE SCHOOL AS A WHOLE
The School’s total net position was $11,476,132 in 2025 over $9,703,327 at June 30, 2024.

Table 1 - Net Position - Fiscal Year Ended June 30, 2025 and 2024

" 2025 " 2024

G mrern:m ental

Activities

Current and other assets $ 6736224 i % 5353433
Mon current assets 21,791814 22443 612

Total assets 28,578,038 27,797,045
Deferred outflows of resources 953,484 737,651
Current and other liabilities 933,895 901,559
Pension liability 4 352 904 4 671,000
OBEBE liability 184715 188,000
Long-term liabilities 11,450,882 ¢ 11,714,062

Total liabilities 17,002 386 17,474,621
Deferred inflows of resources 1.062 994 1356 748
Met position
Invested in capital assets,

net of related debt 10,133,589 10,557 560
Restricted 0 3471
Lnrestricted 1,342 543 (857, 704)

Total net position $11,476132 1 $ 9,703,327
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The results of this year’s operations as a whole are reported in the Statement of Activities. All expenses are
reported in the first column. Specific charges, grants, revenues, and subsidies that directly relate to specific
expense categories are represented to determine the final amount of the School's activities that are supported
by other general revenues.

Table 2 takes the information from that Statement and rearranges it slightly so one can see the total revenues
for the year.

Table 2 - Changes in Net Position — Fiscal Year Ended June 30, 2025 and 2024

4 2025 2024

Governmental

PROGRAM REVENUES: Activities
Program Revenues
Charges for senvices B 950421+ 5 1,348 568
Cperating grants and contributions 264 555 374,755
Capital grants and contributions 300,000 -
General revenue 11,981,833 9875889
Transfers x 0 15,517
Total revenues 13,496,809 11,714,729
Expenses
Instruction 5,918,408 5,987 945
Instructional student support 399 512 382773
Administrative support 1,379 576 1,685 4584
COperations and maintenance 1,663,490 1,510,652
Transportation 91,430 91,465
COperation of non-instructional semnvices G33,653 265 644
Interest on long-term debt 486 137 496,995
Unallocated depreciation 651,798 651,798
Claims and judgements . 0 11,970
Transfers = =
Total expenses 11,724 004 ¢ 11594 731
Change in net position $ 1,772805:% 119,008

11



Table 3 shows the School's largest functions — instructional programs, instructional student support,
administrative, and operation and maintenance of plant, among others, with each program’s net cost (total
cost less revenues generated by the activities). This table also shows the net costs offset by the other
unrestricted grants, subsidies, contributions, and charges for services to show the remaining financial needs
supported by local education agency revenue and other miscellaneous revenues.

Table 3 - Governmental Activities — Fiscal Year Ended June 30, 2025 and 2024

E 2025 i 2024
Total Cost of Net Cost of Total Cost of Net Cost of

FUNCTIONS/PROGRAMS Senvices Senvices Senvices Senvices
Instruction 5 818408 & R73BYT0: & hOBA7 945 & 754 724
Instructional student support 299 512 06 216 882778 820014
Administrative & sus. support svcs. 1,379,576 1,379 576 1,695 484 1,695 418
Cperation & maint. of plant 1,663,490 1,663,490 1,510,652 635,751
FPupil transportation 91,430 4513 91,465 2644
Cperation of non-instructional semvices 633,653 (221.472) 265 644 (197 906)
Interest on long-term debt 486,137 436 137 496,895 496 995
Unallocated depreciation expense 651,798 651,798 f51.798 51,798

Total governmental activities $ 11,724,004 % 10,209,028 :% 11582761 % 9,859 438

Government Fund

The focus of the School’'s governmental fund is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the School’s financing requirements.
In particular, fund balance may serve as a useful measure of a government's net resources available for
spending for program purposes at the end of the fiscal year.

The School’'s governmental funds reported an ending fund balance of $6,032,192 in 2025 over $4,675,850 in
2024. For the year ended June 30, 2025, the School's General Fund expenditures of $11,620,880 compared
to $10,372,541 in 2024, and revenues of $12,278,709 in 2025 with $10,255,281 in 2024. Additions to Fund
Balance for 2025 was $1,356,342.

Governmental Fund Budgetary Highlights

The budget revenues exceeded actual revenues. The actual expenses were less than the expenses
anticipated in the budget. The result of these variances was a current year overall positive budget variance.

12



CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets
This investment in capital assets includes buildings, furniture and equipment and land.

Table 4 - Capital Assets Net of Depreciation — Governmental Activities

r

2025

Govern-

mental

Activities
Land 5 1,445 813
Leasehold improvements 118,649
Buildings 24 789 470
Buildings improvements 543 367
Furniture and equipment 2,043,205
Total $ 28,940,504

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The School does not anticipate any change in programs due to economic factors or budget concems.

FUTURE EVENTS THAT WILL FINANCIALLY IMPACT THE SCHOOL

No future events that will financially impact the School are anticipated at this time.

CONTACTING THE SCHOOL'’S FINANCIAL MANAGEMENT

The financial report is designed to provide interested parties a general overview of the School’'s finances.
Questions regarding any of the information provided in this report should be addressed to the Chief Executive
Officer, Lehigh Valley Charter High School for the Arts, 321 East 3™ Street, Bethlehem, PA 18015.

13
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Lehigh Valley Charter High School for the Arts
Statement of Net Position
As of June 30, 2025

Governmental
Activities
ASSETS
Current Assets
Cash and cash equivalents $ 1,524,163
Investments 3,788,329
Due from other funds
Due from other governments 104,422
Other receivables 1,338,325
Prepaid expenditures 30,985
Total current assets 6,786,224
Non-Current Assets
Land 1,445,813
Buildings 24,789,470
Buildings improvements 543,367
Leasehold improvements 118,649
Furniture and equipment 2,043,205
Total non-current assets 28,940,504
Accumulated depreciation (7,148,690)
21,791,814
Total assets __ 28,578,038
Deferred outflows of resources 963,484
LIABILITIES
Current Liabilities
Accounts payable 148,604
Current portion of Notes payable 233,398
Accrued salaries and benefits 594,969
Payroll deductions and withholdings
Deferred revenues 6,924
Total current liabilities 983,895
Non-Current Liabilities
Compensated absences 56,055
Unfunded pension liability 4,352,904
Unfunded OPEB liability 184,715
Notes payable obligations 11,424,827
Total liabilities 17,002,396
Deferred inflows of resources 1,062,994
NET POSITION
Investment in capital assets, net of related debt 10,133,589
Unrestricted 1,342,543
Total net position $ 11,476,132

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



Lehigh Valley Charter High School for the Arts
Statement of Activities
For the Year Ended June 30, 2025

Net (Expense)
Revenue and
Changes in Net
Program Revenues Position
Charges Operating Capital Govern-
for Grants and Grants and mental
FUNCTIONS/PROGRAMS Expenses Services Contributions  Contributions Activities
Governmental Activities
Instruction $ 5918,408 $ 8379 $ 171,259 $ $ (5,738,770)
Instructional student support 899,512 93,296 300,000 (506,216)
Admin. & fin'l support services 1,379,576 (1,379,576)
Oper. & maint. of plant svcs. 1,663,490 (1,663,490)
Pupil transportation 91,430 86,917 (4,513)
Operation of non-instructional services 633,653 855,125 221,472
Interest on long-term debt 486,137 (486,137)
Unallocated depreciation expense 651,798 (651,798)

Total governmental activities

$ 11,724,004 $ 950,421

$ 264,555 $ 300,000 $ (10,209,028)

GENERAL REVENUES

Grants, subsidies, & contributions $ 408,955
Investment earnings 150,792
Reduction in net pension liabilities 519,587
Miscellaneous income 99,727
Local education agencies 10,104,259
Claims and judgements (IRS ERC) 698,513
Gain/loss on sale of fixed assets 0

Total general revenues, special items
extraordinary items and transfers 11,981,833
Change in net position 1,772,805
Net position - beginning __ 9,703,327
Net position - ending $ 11.476,132

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

15



Lehigh Valley Charter High School for the Arts
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position

As of June 30, 2025

TOTAL FUND BALANCES - GOVERNMENTAL FUNDS

Amounts reported for governmental activities in the statement of net
position are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in governmental funds.

Long-term pledges receivable are not expected to be paid in the current
period and therefore are not reported receivable in the general fund.

Long term deferred outflows related to pensions and OPEB are not
financial resources under modified accrual and therefore not reported in
governmental funds.

Long-term deferred Inflows related to pensions and OPEB are not
financial resources used under modified accrual and therefor not reported
in governmental funds.

Long-term unfunded pension liabilities are not due and payable in the
current period and therefore are not reported as liabilities in the general
fund.

Long-term unfunded OPEB liabilities are not due and payable in the
current period and therefore are not reported as liabilities in the general
fund.

Long-term liabilities are not due and payable in the current period and
therefore are not reported as liabilities in the general fund. Long-term
liabilities at year end consist of:

Loan/Lease Obligations

Compensated Absences

TOTAL NET POSITION - GOVERNMENTAL ACTIVITIES

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

$ 6,032,192

21,791,814

7,604

963,484

(1,062,994)

(4,352,904)

(184,715)

(11,662,294)

(56,055)

(11,718,349)

S 11476132
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Lehigh Valley Charter High School for the Arts

Reconciliation of the Governmental Funds Statement of Revenues,
Expenditures and Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 2025

NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS $ 1,356,342

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, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by
which capital outlays, less the fixed asset deletions, exceeded depreciation
in the current period.
Less: Depreciation (651,798)
(651,798)

Change in deferred Inflows related to pensions and OPEB is an expenditure
in the governmental funds, but the change reduces long-term liabilities in
the statement of net assets. 225,833

Change in deferred outflows related to pensions and OPEB is a reduction in
an expenditure in the governmental funds, but the change increases an asset
in the statement of net assets. 293,754

Principal payments on debt netted against loan proceeds are expenditures in
the governmental funds, but are decreases to long-term liabilities in the
statement of net assets. 223,758

In the statement of activities, certain operating expenses are measured by
the amounts earned during the year. In the governmental funds; however,
expenditures for these items are measured by the amount of financial
resources used. This amount represents the difference between the amount
earned versus the amount used.

Compensated absences 3,535
Pension and OPEB Liability 321,381
324,916
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 1,772,805

17
The accompanying notes are an integral part of these financial statements.
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Lehigh Valley Charter High School for the Arts
Balance Sheet

Governmental Funds

As of June 30, 2025

ASSETS
Cash and cash equivalents
Investments
Due from other funds
Due from other governments
Other receivables
Prepaid expenditures
Total assets

LIABILITIES AND FUND BALANCES
Liabilities

Due to other governments

Due to other funds

Accounts payable

Accrued salaries and benefits

Deferred revenues

Total liabilities

Fund Balances
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

Capital Total
General Project Governmental
Fund Fund Funds

$ 874,365 $§ 649,798 § 1,524,163
3,511,523 276,806 3,788,329

60,362 60,862
104,422 104,422
1,312,978 25347 1,338,325
20,985 10,000 30,985

$ 5885135 $ 961,951 $ 6,847,086

$ $ $

60,362 60,362

148,498 3,641 152,139
594,969 594,969
6,924 6,924
750,391 64,503 814,894
0

0

0

500,000 500,000
4,634,744 897,448 5,532,192
5,134,744 897,448 6,032,192
$ 5885135 $ 961,951 $ 6,847,086
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The accompanying notes are an integral part of these financial statements.



Lehigh Valley Charter High School for the Arts

Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

For the Year Ended June 30, 2025

Capital Total
General Project Governmental
Fund Fund Funds
REVENUES
Local sources $ 10,726,740 $ 1,239978 $ 11,966,718
State sources 162,024 162,024
Federal sources 149,967 149,967
Total revenues 11,038,731 1,239,978 12,278,709
EXPENDITURES
Instruction 6,243,324 6,243,324
Support services 2,653,016 83,085 2,736,101
Operation of non-instructional services 277,383 277,383
Operation & maintenance of plant services 1,654,177 1,654,177
Capital outlay 0
Debt service
Principle 223,758 223,758
Interest 486,137 486,137
Total expenditures 10,827,900 792,980 11,620,880
Excess of revenues over expenditures 210,831 446,998 657,829
OTHER FINANCING SOURCES (USES)
Refund of prior year receipts 0
Proceeds from extended term financing 0
Fund transfers in 225,512 225,512
Fund transfers out (225,512) (225,512)
Refund of prior year expenditures (IRS ERC) 698,513 698,513
Gain/loss on sale of investments 0
Total other financing sources (uses) 924,025 (225,512) 698,513
SPECIAL/EXTRAORDINARY ITEMS
Net change in fund balance 1,134,856 221,486 1,356,342
Fund balances - beginning 3,999,888 675,962 4,675,850
Fund balances - ending $ 5,134,744 § 897,448 § 6,032,192
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The accompanying notes are an integral part of these financial statements.



Lehigh Valley Charter High School for the Arts

Statement of Net Position
Fiduciary Funds
As of June 30, 2025

ASSETS
Cash and cash equivalents
Investments
Due from other funds
Other receivables
Prepaid expenses
Other current assets
Total assets

LIABILITIES
Accounts payable
Due to other governments
Total liabilities

NET POSITION
Restricted for:
Student organizations

Total net position

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

Custodial
Funds
Activity
Fund
$ 9,050
$ 9,050

$
0
9,050
$ 9,050
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Lehigh Valley Charter High School for the Arts
Statement of Additions, Deductions and Changes in Net Position

Fiduciary Funds
For the Year Ended June 30, 2025

Custodial
Funds
Activity Fund
ADDITIONS
Contributions $
Student organization revenue 28,221
Transfers from other funds 0
Total additions 28,221
DEDUCTIONS
Transfers to other funds 0
Student organization expenses 29,157
Scholarships
Total deductions 29,157
Net increase (decrease) in fiduciary net position (936)
Net position - beginning of year 9,986
Net position - end of year $ 9,050

The accompanying notes are an integral part of these financial statements.
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Lehigh Valley Charter High School for the Arts

Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual
General Fund

For the Year Ended June 30, 2025

Variance with

Actual Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Local sources $ 10,080,074 $ 10,080,074 $ 10,726,740 $ 646,666
State sources 115,812 115,812 162,024 46,212
Federal sources 148,577 148,577 149,967 1,390
Total revenues 10,344,463 10,344,463 11,038,731 694,268
EXPENDITURES
Regular programs 5,732,485 5,732,485 5,676,679 55,806
Special education 384,698 384,698 435,695 (50,997)
Other instructional programs 132,108 132,108 130,950 1,158
Support services - students 753,713 753,713 556,097 197,616
Support services - instructional staff 213,117 213,117 219,252 (6,135)
Support services - administration 1,159,595 1,159,595 963,249 196,346
Pupil health services 123,026 123,026 124,163 (1,137)
Support services - business 359,717 359,717 416,327 (56,610)
Operation of building services 1,738,126 1,738,126 1,654,177 83,949
Student transportation services 96,500 96,500 91,430 5,070
Support services - central 319,411 319,411 282,498 36,913
Operation of non-instructional services 67,950 67,950 277,383 (209,433)
Debt service 4,327 4,327 0 4,327
Total expenditures 11,084,773 11,084,773 10,827,900 256,873
Excess of revenues over expenditures (740,310) (740,310) 210,831 951,141
OTHER FINANCING SOURCES (USES)
Gain on sale of investment
Proceeds from issuing debt
Refund of prior year expenditures 740,310 740,310 698,513 (41,797)
Refund of prior year receipts 0
Fund transfers in 225,512 225,512
Fund transfers out 0 0
Total other financing sources (uses) 740,310 740,310 924,025 183,715
Special items 0
Extraordinary items 0
Net change in fund balances 1,134,856 1,134,856
Fund balance - July 1, 2023 3,999,888

Fund balance - June 30, 2024 3 $ $ 5,134,744 $ 1,134,856
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LEHIGH VALLEY CHARTER HIGH
SCHOOL FOR THE ARTS

NOTES TO THE FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2025

Note 1 — Background and Summary of Significant Accounting Policies

A. Background and Reporting Entity

Lehigh Valley Charter High School for the Arts (the School) is organized as a nonprofit corporation in
Pennsylvania to operate a charter school in accordance with Pennsylvania Act 22 of 1997, whereby a charter
is granted for a four-year period and may be renewed for additional five-year periods upon expiration. The
School began operations in September 2003. For the year ended June 30, 2025, the School included grades
9-12.

Lehigh Valley Charter High School for the Arts is a charter school which has financial accountability and
control over all activities related to the students’ education. The School receives funding from local, state, and
federal government sources and must comply with the requirements of these funding source entities.
However, the School is not included in any other governmental “reporting entity” as defined by the
Governmental Accounting Standards Board (GASB) pronouncement.

A reporting entity is comprised of the primary government, component units and other organizations that are
included to ensure that the financial statements of the School are not misleading. The primary government
consists of all funds, departments, boards, and agencies that are not legally separate from the School.

As required by generally accepted accounting principles, these financial statements are to present the Lehigh
Valley Carter High School for the Arts (the primary government) and organizations for which the primary
government is financially accountable. The School is financially accountable for an organization if the School
appoints a voting majority of the organization’s governing board and (1) the School is able to significantly
influence the programs or services performed or provided by the organization and the School financially
benefits from the organization, or (2) the School is legally entitled to or can otherwise access the organization’s
resources, the School is legally obligated or has otherwise assumed the responsibility to finance the deficits of
or provide financial support to the organization, or the School is obligated for the debt of the organization.
Component units may also include organizations that are financially dependent on the School in that the
School approves their budget. The Lehigh Valley Charter High School for the Arts has one component unit.
The Charter Arts Foundation is reported as a blended component unit of the School due to the School's
appointing of the majority of the Foundation board combined with the financial benefit the School is expected
to receive. A blended component unit is reported as if it was part of the School. Since the Foundation does not
qualify as a special revenue fund it has been reported as a capital project fund due to the current capital
projects focus of the Foundation. The Foundation is a separately recognized 501(c)3 organization that issues
stand-alone financial statements. These financial statements can be obtained from the Foundation office
located at 321 E. Third Street, Bethlehem, PA 18015.

B. Basis of Presentation

The financial statements of the School have been prepared in conformity with accounting principles generally
accepted in the United States of America (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The GASB has issued a codification of governmental accounting
and financial reporting standards. This codification and subsequent GASB pronouncements are recognized as
U.S. generally accepted accounting principles for state and local governments.
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LEHIGH VALLEY CHARTER HIGH
SCHOOL FOR THE ARTS

NOTES TO THE FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2025

C. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the Public-
School Employees’ Retirement System (PSERS) and additions to/deductions from PSERS’ fiduciary net
position have been determined on the same basis as they are reported by PSERS. For this purpose, 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.

D. Other Postemployment Benefits

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEBs, and OPEB expense, information about the fiduciary net position of the Public-
School Employees’ Retirement System (PSERS) and additions to/deductions from PSERS’ fiduciary net
position have been determined on the same basis as they are reported by PSERS. For this purpose, benefit
payments are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.

E. Government-wide and Fund Financial Statements

The government-wide financial statements (the statement of net position and the statement of activities) report
on the School as a whole. The statement of activities demonstrates the degree to which the direct expenses of
the School’s functions are offset by program revenues. These statements include the Government activities of
the School except for fiduciary funds. The statements distinguish between those activities the School that are
governmental and those that are considered business-type activities.

During the year, the School segregates transactions related to certain School functions or activities in separate
funds in order to aid financial management and to demonstrate legal compliance. Fund financial statements
are designed to present financial information of the School at this more detailed level. The Fund financial
statements presented are the School's General Fund and Food Service Fund.

F. Measurement Focus, Basis of Accounting and Financial Statement Presentation

Government-wide Financial Statements:

The statement of net position and the statement of activities are prepared 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 the related cash flows. Grants and similar
items are recognized as soon as all eligibility requirements imposed by the provider have been met.

The statement of net position presents the financial condition of the governmental and business-type activities
of the School at year-end. The statement of activities presents a comparison between direct expenses and
program revenues for each program or function of the School’s governmental and business-type activities.
Direct expenses are those that are specifically associated with a service, program, or department and
therefore clearly identifiable to a particular function. Program revenues include charges paid by the recipient of
the goods or services offered by the program, grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program and interest eared on grants that is required to be
used to support a particular program. Revenues which are not classified as program revenues are presented
as general revenues of the School with certain limited exceptions. The comparison of direct expenses with
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Fiscal Year Ended June 30, 2025

program revenues identified the extent to which each governmental function is self-financing or draws from the
general revenues of the School.

Fund Financial Statements:

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 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 period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting.

The School reports the following major governmental funds:

General Fund — The General Fund is the operating fund of the School and accounts for all general
revenues and expenditures of the School.

Capital Project Fund — The Capital Project Fund is the operations of the Charter Arts Foundation.
According to the Governmental Accounting Standards Board, when a component unit, despite being
legally separate from the primary government is so intertwined with the primary government that they
are, in substance, the same as the primary government they should be reported as part of the primary
government. This method of combining the two entities is known as blending. The Foundation is a
nonprofit corporation shown as a blended component unit of the School. In addition, separate financial
statements are prepared for the Charter Arts Foundation and can be obtained by contacting the
Foundation at 321 East 3rd Street, Bethlehem, PA 18015.

Fiduciary Funds:

Fiduciary funds reporting focuses on net assets and changes in net assets. The fiduciary fund category
is split into four classifications: pension trust funds, investment trust funds, private-purpose trust funds
and agency funds. Trust funds are used to account for assets held by the School under a trust
agreement for individuals, private organizations, or other Schools and are therefore not available to
support the Schools own programs. Agency funds are custodial in nature (assets equal liabilities) and do
not involve measurement of results of operations. The School has one fiduciary fund which consists of
an activity fund.

G. Method of Accounting

The School has adopted the standards for external financial reporting for all state and local governmental
entities, which includes a statement of net position and a statement of activities and changes in net position. It
requires the classification of net position into three components — invested in capital assets, net of related debt;
restricted; and unrestricted. These calculations are defined as follows:

e Invested in capital assets, net of related debt — This component of net assets consists of capital
assets, including restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to
the acquisition, construction, or improvement of those assets. If there are significant unspent related
debt proceeds at year-end, the portion of the debt attributable to the unspent proceeds are not
included in the calculation of invested in capital assets, net of related debt. Rather, that portion of
the debt is included in the same net position component as the unspent proceeds.
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e Restricted — This component of net position consists of constraints placed on net position use
through external constraints imposed by creditors such as through debt covenants, grantors,
contributors, or laws or regulations of other governments or constraints imposed by law through
constitutional provisions or enabling legislation. The School’'s restricted net position represents
contributions that are donor restricted for special purposes and federal grants.

e Unrestricted net position — This component of net position consists of net position that does not
meet the definition of “restricted’ or “invested in capital assets, net of related debt.”

H. Budgets and Budgetary Accounting

An operating budget is adopted prior to the beginning of each year for the General Fund on a modified accrual
basis of accounting. The General Fund is the only fund for which a budget is legally required.

The Pennsylvania School Code dictates specific procedures relative to adoption of the School's budget and
reporting of its financial statements.

Legal budgetary control is maintained at the sub-function/major object level. The PA School Code allows the
School Board to make budgetary transfers between major function and major object codes only within the last
nine months of the fiscal year, unless there is a two-thirds majority of the Board approving the transfer.
Appropriations lapse at the end of the fiscal period. Budgetary information reflected in the financial statements
is presented at or below the level of budgetary control and includes the effect of approved budget
amendments.

The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts in
the PDE 2028 when the original appropriations were adopted. The amounts reported as the final budgeted
amounts in the budgetary statements reflect the amounts after all 2024-2025 budget transfers.

Encumbrances

Any encumbrances outstanding at year-end do not represent GAAP expenditures or liabilities but represent
budgetary accounting controls. The General Fund Budget is maintained on the modified accrual basis of
accounting, except that budgetary basis expenditures include any encumbrances issued for goods or services
not received at year-end and not terminated.

The actual results of operations are presented in accordance with GAAP and the School’s accounting policies
do not recognize encumbrances as expenditures until the period in which the goods or services are actually
received and a liability is incurred.

I Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

J.  Implementation of New Accounting Standards

The Governmental Accounting Standards Board (GASB) issued the following standards that were scheduled
to take effect for the 2024-2025 fiscal year:
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GASB Statement No. 100, Accounting Changes and Error Corrections —an amendment of GASB No. 62
GASB Statement No. 101, Compensated Absences
GASB Statement No. 102, Certain Risk Disclosures

The School has already adopted and implemented all applicable above referenced Statements.

K. Future Changes in Accounting Standards

The Governmental Accounting Standards Board (GASB) has issued the following standards with future
effective dates:

GASB Statement No. 103, Financial Reporting Model Improvements — Effective for fiscal year 2025-
2026

GASB Statement No. 104, Disclosure of Certain Capital Assets — Effective for fiscal year 2025-2026

The School will evaluate the impact each of these pronouncements may have on its financial statements and
will implement them as applicable.

L. Cash

All highly liquid investments with a maturity of less than three months, when purchased, are considered cash
equivalents.

The School’s cash is considered to be cash on hand, bank deposits and a money market mutual fund.

M. Investments

In accordance with GASB Standards, investments are stated at fair value, except:
a) Non-participating interest earning investment contracts are recorded at amortized cost.

b) Money market investments and participating interest earning investment contacts mature within one
year of acquisition are recorded at amortized cost; and,

c) Investments held in 2a7-like pools (Pennsylvania Local Government Investment Trust and
Pennsylvania School District Liquid Asset Fund) are recorded at the pool’s share price.

N. Receivables

Receivables primarily consist of amounts due from Pennsylvania Department of Education for federal and
state subsidy programs, amounts due from LEAs for services provided, a receivable related to the New Market
Tax Credit, and pledges made by donors for the construction of a school building. Accounts receivables are
stated at the amount management expects to collect from outstanding balances.

O. Capital Assets

Capital assets, which include leasehold improvements and equipment, are reported in the government-wide
financial statements. All capital assets are capitalized at cost and updated for additions and retirements
during the year. All assets purchased with a useful life greater than one year and costing more than
$10,000 are
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capitalized per board policy. The board policy does not include textbooks. The School does not possess any
infrastructure. Improvements are capitalized; the cost of normal maintenance and repairs that do not add to
the value of the asset or materially extend an asset’s life are not. Capital assets of the School are depreciated
using the straight-line method over the following useful lives:

P. Income Tax Status

The School is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Service
Code. The School did not have any unrelated business taxable income in the fiscal year presented. The
School has reviewed the tax positions for each of the open tax years (2020-21 through 2023-24) or expected
to be taken in its 2024-25 tax return and has concluded that there are no significant uncertain tax positions that
would require recognition in the financial statements.

Q. Compensated Absences

The School reports Sick leave benefits are accrued as a liability using the termination method. An accrual for
earned sick leave is made to the extent that it is probable that benefits will result in termination payments. The
liability is an estimate based on the School’s past experience of making termination payments.

The entire compensated absence liability is reported on the government-wide financial statements.

For the governmental fund, the current portion of unpaid compensated absences is the amount that is
normally expected to be paid using currently available financial resources.

R. Long-Term Obligations

In the government-wide financial statements, long-term obligations are reported as liabilities in the
governmental activities statement of net assets.

S. Reclassification

Certain amounts have been reclassified to conform to the June 30, 2025, presentation of government-wide
financial statements on the accrual basis of accounting versus the governmental fund financial statements on
the modified accrual basis of accounting.

T. Net Position

Net position represents the difference between assets plus deferred outflows and liabilities plus deferred
inflows. Net position invested in capital assets, net of related debt consists 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 are limitations
imposed on its 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.

The School applies restricted resources first when an expense is incurred for purposes for which both
restricted and unrestricted net position is available.
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U. Fund Balance

The Governmental Accounting Standards Board has established accounting and financial reporting standards
for all governments that report governmental funds. They established criteria for classifying fund balances into
the following specifically defined classifications:

e Nonspendable fund balance includes amounts that cannot be spent because they are either (a) not
in spendable form or (b) legally or contractually required to be maintained intact.

e Restricted fund balance includes amounts that are restricted externally by creditors (such as
through debt covenants), grantors, contributors or laws or regulations of other governments; or
imposed by law through constitutional provisions or enabling legislation.

e Committed fund balance includes amounts that can be used only for the specific purposes
determined by a formal action of the government's highest level of decision-making authority.
Commitments may be changed or lifted only by the government taking the same formal action that
imposed the constraint originally. The School's highest level of decision making is the Board of
Directors.

e Assigned fund balance comprises amounts intended to be used by the government for specific
purposes. Intent can be expressed by the governing body or by an official or body to which the
governing body delegates the authority. The School has chosen to express this intent through board
action and has not delegated this authority.

e Unassigned fund balance is the residual classification for the general fund and includes all
amounts not contained in the other classifications.

Note 2 - Reconciliation of Government-wide and Fund Financial Statements

A.  Explanation of certain differences between the governmental fund balance sheet and the government-
wide statement of net position.

The governmental fund balance sheet includes a reconciliation between "fund balance -total governmental
funds" and "net position - governmental activities" as reported in the government-wide statement of net
position. One element of that reconciliation explains that "long-term liabilities are not due and payable in the
current period and therefore are not reported in the funds".

B.  Explanation of Differences between Governmental Funds Statement of Revenues, Expenditures and
Changes in Fund Balances and the Statement of Activities

Due to the differences in the measurement focus and basis of accounting used on the government fund
statements and School-wide statements certain financial transactions are treated differently. The basic
financial statements contain a full reconciliation of these items. Differences between the governmental funds
statement of revenues, expenditures and changes in fund balance and the statement of activities fall into one
of three broad categories.

a) Long-term revenue differences arise because governmental funds report revenues only when they are
considered "available", whereas the statement of activities reports revenues when earned. Differences
in long-term expenses arise because governmental funds report on a modified accrual basis whereas
the accrual basis of accounting is used on the statement of activities. The long-term expenses
reported below recognize the change in vested employee benefits.
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b) Capital related differences include (1) the difference between proceeds for the sale of capital assets
reported on governmental fund statements and the gain or loss on the sale of assets as reported on
the statement of activities, and (2) the difference between recording an expenditure for the purchase
of capital items in the governmental fund statements, and capitalization and recording of depreciation
expense on those items as recorded in the statement of activitiesLong-term debt transaction
differences occur because long-term debt proceeds are recorded as revenue and both interest and
principal payments are recorded as expenditures in the governmental fund statements. In the
statement of activities, long-term debt proceeds are recorded as a liability; principal payments are
recorded as a reduction of liabilities.
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Note 3 - Stewardship, Compliance, and Accountability

A. Compliance with finance related legal and contractual provisions

The School has no material violations of finance related legal and contractual provisions.

B. Deficit fund balance or net assets of individual funds

No individual fund contains a deficit fund balance or net position at June 30, 2025.

C. Excess of expenditures over appropriations in individual funds

The General Fund, which is the only fund that has a legally adopted budgeted, had an excess of
appropriations over expenditures.

D. Budgetary Compliance

The School’s only legally adopted budget is for the General Fund. All budgetary transfers were made within the
last nine months of the fiscal year. The School does not have any outstanding encumbrances at June 30, 2025.

Note 4 - Detailed Notes on All Funds and Account Groups

Assets
Cash

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the School's deposits may not be returned to
it. The Schools bank holding are covered by ACT 72, for amounts in excess of $250,000 per institution FDIC.

Investments

Permitted investments for Pennsylvania Schools are defined in the Public-School Code of 1949, as amended
by Act 10 of 2016 as:

1. United States Treasury Bills;
2. Short-term obligations of the United States Government or its agencies or instrumentalities;

3. Deposits in savings accounts or time deposits or share accounts of institutions insured by the F.D.1.C;
and,

4. Obligations, participations or other instruments of any Federal Agency, instrumentality or United
States government sponsored enterprise, including those issued or fully guaranteed as the principal
and interest by Federal agencies, instrumentalites or United States government sponsored
enterprises, if the debt obligations are rated at least “A” or its equivalent by at least two nationally
recognized statistical ratings organizations.

5. Repurchase agreements with respect to United States Treasury bills or obligations, participations, or
other instruments of or guaranteed by the United States or any Federal agency, instrumentality or
United States government sponsored enterprise.
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6. Negotiable certificates of deposit or other evidence of deposit, with a remaining maturity of three years
or less, issued by a nationally or State-chartered bank, a Federal or State savings and loan
association or a State-licensed branch of a foreign bank. For obligations with a maturity of one year or
less, the debt obligations of the issuing institution or its parent must be rated in the top short-term
rating category by at least two nationally recognized statistical ratings organizations. For obligations
with a maturity in excess of one year, the senior debt obligations of the issuing institution or its parent
must be rated at least “A” or its equivalent by at least two nationally recognized statistical ratings
organizations.

7. Bills of exchange or time drafts drawn on and accepted by a commercial bank, otherwise known as
bankers’ acceptances, if the bankers’ acceptances do not exceed 180 days maturity and the
accepting bank is rated in the top short-term category by at least two nationally recognized statistical
ratings organizations.

8. Commercial paper issued by corporations or other business entities organized in accordance with
Federal or State law, with a maturity not to exceed 270 days, if the paper is rated in the top short-term
category by at least two nationally recognized statistical ratings organizations.

9. Shares of an investment company registered under the Investment Company Act of 1940, whose
shares are registered under the Securities Act of 1933 and, if all of the following conditions are met:

e The investments of the company are the authorized investments listed above.

e The investment company is managed in accordance with 17 CFR 270.2a-7 (related to
money market funds.

e The investment company is rated in the highest category by a nationally recognized rating
agency.

10. Savings or demand deposits placed in accordance with the following conditions:

e The money is initially deposited and invested through a federally insured institution having a
place of business in this Commonwealth, which is selected by the public corporation or
municipal authority.

e The selected institution arranges for the redeposit of the money in savings or demand
deposits in one or more financial institutions insured by the Federal Deposit Insurance
Corporation, or the account of the public corporation or municipal authority.

e The full amount of principal and any accrued interest of each such deposit is insured by the
Federal Deposit Insurance Corporation.

¢ On the same date that the money is redeposited pursuant to above, the selected institution
receives an amount of deposits from customers of other financial institutions equal to or
greater than the amount of money initially invested through the selected institution by the
public corporation or municipal authority.

Fair Value Reporting

The School categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair value
of the asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are
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significant other observable inputs; Level 3 inputs are significant observable inputs. All School investments are
Level 1 inputs. As of June 30, 2025, the School invested in Certificates of Deposit.

Interest Rate Risk

The Charter High School’s investment policy calls for investments to be sufficiently liquid to meet all operating
requirements that are reasonably anticipated. Preservation of capital shall be ensured through the mitigation of
interest rate risk.

Credit Risk

The Charter High School has no investment policy that would limit its investment choices to certain credit
ratings. The School does ensure preservation of capital through mitigation of credit risk.

Concentration of Credit Risk

The Charter High School places no limit on the amount the Charter High School may invest in any one issuer.
Of the Charter High School’'s investments, 100% are certificates of deposit at Embassy Bank and People’s
Bank and Trust.

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the
Charter High School will not be able to recover the value of its investments or collateral security that are in the
possession of an outside party. The Charter High School has no investments subject to custodial credit risk.

Receivables

Receivables as of year-end for the school's governmental activities, consist principally of Intergovernmental
Accounts Receivable due from other LEA's.

Deferred Outflows and Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflow of resources, represents a
consumption of net position or fund balance that applies to a future period(s) and thus, will not be recognized
as an outflow of resources (expense/expenditure) until then. In addition to liabilities, the statement of financial
position will sometimes report a separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net position for fund balance
that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until that
time.

The School has pension and Other Post Employment Benefit items that qualify for reporting in this category,
as detailed in Note 5 Related to PSERS, a governmental cost-sharing multiple-employer defined benefit
pension plan that provides retirement benefits to public school employees of the Commonwealth of
Pennsylvania and Note 6 Related to it's Health Insurance Premium Assistance Program, which provides
Premium Assistance- a governmental cost sharing, multiple-employer other postemployment benefit plan
(OPEB) for all eligible retirees who qualify and elect to participate.

PSERS issues a publicly available financial report that can be obtained at www.psers.pa.gov
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Capital Assets

Capital asset balances and activity for the year ending June 30, 2025, were as follows; with depreciation

unallocated to the functional categories:

CAPITAL ASSET BALANCES AND CURRENT YEAR ACTIVITY

Beginning Ending
Balance Increases Decreases Balance
GOVERNMENTAL ACTIVITIES:
Capital assets not being depreciated:
Land $ 1445813 § - % 5 1445813
Caonstruction in progress 7 o =
Total capital assets not being depreciated 1,445813 - 1,445 813
Capital Assets being depreciated:
Leasehold improvements 5 118,649 5 - & 5 118,649
Buildings 24 789 470 - 24789 470
Building improvements 543,367 - 543,367
Furniture and equipment 2,043,205 - 2,043 205
Total capital assets being depreciated 27,494 691 = 27,494 6391
Less: Accumulated Depreciation for:
Leasehold improvements (17,009) (3,491) (20,500)
Buildings (4,740 642) (557 764) (5,298 4086)
Building improvements (47,124) (13,364) (60,488)
Furniture and equipment (1,692 117) (¥7,179) (1,769,296)
Total accumulted depreciation (6,496,892) (651,798) (¥,148,690)
Total capital assets being depreciated, net
of accumulated depreciation 20,897,799 (651,798) 20,346,001
Governmental activities capital assets,
net of accumulated depreciation $ 22443612 $  (651,798) § $ 21,791,814
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Long-Term Debt
All debt service payments are made from the capital projects fund and the general fund.

Line-of-Credit

In June 2009, the Charter High School entered into an agreement with PNC bank for a line-of-credit
in the amount of $500,000. Interest on the line of credit is payable at one percent above the bank’s
prime rate. At June 30, 2025, $500,000 was unused.

Loan Payable

On October 30, 2019, the Charter High School entered into a loan agreement with Peoples Security Bank and
Trust Co. The principal amount borrowed was $57,928.55 to be repaid over 5 years at an interest rate of 4.5%.
The purpose of the loan was to purchase a bus. The annual debt service requirements are outlined in the
attached combined long-term debt schedule.

Note Payable

During the 2024 fiscal year, the School refinanced all funding that they had obtained as part of the New Market
Tax Credit (NMTC) Program into a note with Peoples Security Bank & Trust Co. The principal amount
borrowed was $12,200,000. The note has a 15-year term with a balloon payment due at the maturity date of
December 23, 2037. The monthly payment of $59,157.99 was calculated by Peoples Security Bank & Trust
over a 30-year period using an interest rate of 4.07%. The annual debt service requirements are outlined in the
attached combined long-term debt schedule.

CHANGES IN LONG-TERM LIABILITIES

Beginning Ending
Balance Additions Reductions Balance
GOVERNMENTAL ACTIVITIES:
General Obligation Debt:
Construction loans 5 - % - % - % -
Building loan 11,881,777 - 213,409 11,668,368
“Wehicle loan 4275 - 4275 -
Other Liabilities:
Vested Emplovee Benefits:
Sick days 50, 590 - 3,535 56,055
Unfunded OPEB 188,000 - 3,285 134 715
Unfunded pension 4 671,000 - 318,096 4 352 504
Total Other Liabilities 16 804 642 - 542 800 16,262 042
Total governmental activity
long-term liabilities $ 16804642 § - % 542,600 § 16,262,042
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Combined Long-Term Debt
The combined general long-term debt obligations for subsequent years are:

LEHIGH VALLEY CHARTER HIGH SCHOOL FOR THE ARTS
Motes to Basic Financial Statements
Fiscal ¥ear Ended June 30, 2024

Lombuned Lomg- Fanm Dby

The combined general long-term debt obligations far subsequent uears are:

Principal Requirements

Total
Building Bus Principal
Fiscal Year Loan Loan FPagyments
2024-2025 k3 223770 % 1276 § 228,045
single year
20262026 ¥ 233180 % " ks 233,180
2026-2027 242,987 242,987
20272028 251,947 251,947
20282023 263,801 263,801
at Five year combined totals
2029-2034 1493818 1,493,818
2034-2033 1,835,599 1,835,599
2039-2044 2,264,996 2,264,996
2044-2043 2,071.938 2.071.938
2043-2053 2,309,744 2,309,741
Total k3 11,668,007 & 2 k3 1,668,007
Debt Service Requirements
Building Bus Total
Fiscal Year Loan Loan FPayments
2024-2025 § 703,896 % 42340 § 714,236
single year
20262026 ¥ T03.896 % " ks 09,396
2026-2027 09,896 - TO9,896
20272028 T049,896 FO9,896
20282023 T039,896 09,896
at five year combined totals
2029-2034 3549480 549,480
2034-2039 3,549,480 2549,480
20733-2044 3,549,480 3549480
2044-2043 3,549,480 3,549,480
20492063 2484636 - 2434636
Total $ 1522140 % - ¥ 19522140
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Lease Commitments

The School has evaluated all leases and determined that there are no leases that are material to the financial
statements taken as a whole that require reporting under GASB Statement No. 87. As such, lease expense for
any non-material leases have been expensed on a straight-line basis over the lease term.

Compensated Absences

Sick-Pay

Under the School’s existing contract, full-time employees are paid for unused sick days at a rate of half the
current substitute rate. The employee must be in good standing at the time of leaving. The School maintains
records of each employee’s accumulated sick days under the existing employment agreement. In
accordance with GASB Statement No. 16, The future obligation of $50,803 is shown on the government-
wide statement of net position as a long-term liability in the governmental activities’ column.

Vacation Leave

Under the School’s current contract, teachers and ten-month directors do not receive vacation days. Full-time
twelve-month employees receive vacation days each year, but they must be used within the year. They do not
receive compensation for unused vacation days.

Note 5 — Defined Benefit Pension Plans

General Information about the Pension Plan

Plan Description

PSERS is a governmental cost-sharing multiple-employer defined benefit pension plan that provides
retirement benefits to public school employees of the Commonwealth of Pennsylvania. The members eligible
to participate in the System include all full-time public-school employees, part-time hourly public-school
employees who render at least 500 hours of service in the school year, and part-time per diem public school
employees who render at least 80 days of service in the school year in any of the reporting entities in
Pennsylvania. PSERS issues a publicly available financial report that can be obtained at www.psers.pa.gov

Benefits provided

PSERS provides retirement, disability, and death benefits. Members are eligible for monthly retirement
benefits upon reaching (a) age 62 with at least 1 year of credited service; (b) age 60 with 30 or more years of
credited service; or (c) 35 or more years of service regardless of age. Act 120 of 2010 (Act 120) preserves the
benefits of existing members and introduced benefit reductions for individuals who become new members on
or after July 1,2011. Act 120 created two new membership classes, Membership Class T-E (Class T-E) and
Membership Class T-F (Class T-F). To qualify for normal retirement, Class T-E and Class T-F members must
work until age 65 with a minimum of 3 years of service or attain a total combination of age and service that is
equal to or greater than 92 with a minimum of 35 years of service.
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Act 5 of 2017 (Act 5) introduced aa hybrid benefit with two membership classes and a separate defined
contribution plan for individuals who become new members on or after July 1, 2019. Act 5 created two new
hybrid membership classes, Membership Class T-G (Class (T-G) and Membership Class T-H (Class T-H) and
the separate defined contribution membership class, Membership Class DC (Class DC). To qualify for normal
retirement, Class T-G and Class T-H members must work until age 67 with a minimum of 3 years of credited
service. Class T-G may also qualify for normal retirement by attaining a total combination of age and service
that is equal to or greater than 97 with a minimum of 35 years of credited service.

Benefits are generally between 1% to 2.5%, depending upon membership class, of the member’s final
average salary (as defined in the Code) multiplied by the number of years of credited service. For members
whose membership started prior to July 1, 2011, after completion of five years of service, a member’s right to
the defined benefits is vested and early retirement benefits may be elected. For Class T-E and Class T-F
members, the right to benefits is vested after ten years of service.

Participants are eligible for disability retirement benefits after completion of five years of credited service. Such
benefits are generally equal to 2% or 2.5%, depending upon membership class, of the member's final average
salary (as defined in the Code) multiplied by the number of years of credited service, but not less than one-
third of such salary nor greater than the benefit the member would have had at normal retirement age.
Members over normal retirement age may apply for disability benefits.

Death benefits are payable upon the death of an active member who has reached age 62 with at least one
year of credited service (age 65 with at least three years of credited service for Class T-E and Class T-F
members) or who has at least five years of credited service (ten years for Class T-E and Class T-F members).
Such benefits are actuarially equivalent to the benefit that would have been effective if the member had retired
on the day before death.

Contributions

Member Contributions:

The contribution rates based on qualified member compensation for virtually all members are presented
below:

Employer Contributions:

The school districts’ contractually required contribution rates for the fiscal year ended June 30, 2025 was
33.09% of covered payroll, actuarially determined as an amount that, when combined with employee
contributions, is expected to finance the costs of benefits earned by employees during the year, with an
additional amount to finance any unfunded accrued liability. Contributions to the pension plan from the School
were $503,982 for the year ended June 30, 2025.

*The defined contribution rate of 0.20% is an estimated rate. It is recommended employers use the actual defined
contributions made to the PSERS defined contribution plan. This may impact contributions made to the pension
plan.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30, 2025, the School reported a liability of $4,352,000 for its proportionate share of the net pension
liability. The net pension liability was measured as of June 30, 2025, and the total pension liability used to
calculate the net pension liability was determined by rolling forward the System’s total pension liability as of
June 30, 2022 to June 30, 2024. The School’'s proportion of the net pension liability was calculated utilizing the
employer’s one-year reported contributions as it relates to the total one-year reported contributions. At June
30, 2025, the School’s proportion was 0.0104 percent, which was a decrease of 0.0016% from its proportion
measured as of June 30, 2024.

For the year ended June 30, 2025, the School recognized pension expense of $512,428. At June 30, 2025,
the School reported deferred outflows of resources and deferred inflows of resources related to pension from
the following sources:

Deferred Deferred
Qutflows Inflows
Of Resources Of Resources
Difference between expected and actual experience 5 158,724 §
Changes in assumptions 176,207 -
Met difference between projected and actual
investment earnings 116,125 -
Changes in proportions - 1,062,994
Difference between employer contributions and
proportionate share of total contributions - -
Contributions subsequent to the measurement date 512,428 -
Total $ 963,484 $ 1,062,994

Changes in Actuarial Assumptions

The Total Pension Liability at June 30, 2025 was determined by rolling forward the System’s Total Pension
Liability at June 30, 2023 to June 30, 2024 using the following actuarial assumptions, applied to all periods
included in the measurement:

e Valuation Date — June 30, 2024
e Actuarial cost method — Entry Age Normal — level % of pay.
e Investment return — 7.00%, includes inflation at 2.5%

e Salary growth — Effective average of 4.50%, comprised of inflation of 2.50% and 2.00% for real
wage growth and for merit or seniority increases.

¢ Mortality rates were based on a blend of 50% PubT-2010 and 50% PubG-2010 Retiree Tables for
Males and Females, adjusted to reflect PSERS’ experience and projected using a modified version
of the MP-2020 Improvement Scale.

e The discount rate used to measure the Total Pension Liability was 7.00% as of June 30, 2023 and
as of June 30, 2024.
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¢ Demographic and economic assumptions approved by the Board for use effective with the June 30,
2024 actuarial valuation:

e Salary growth rate — decreased from 5.00% to 4.50%

o Real wage growth and merit or seniority increases (components for salary growth) —
decreased from 2.75% and 2.25% to 2.50% and 2.00%, respectively.

o Mortality rates — Previously based on the RP-2014 Mortality Tables for Males and Females,
adjusted to reflect PSERS’ experience and projected using a modified version of the MP-
2015 Mortality Improvement Scale. Effective with the June 30, 2021 actuarial valuation,
mortality rates are based on a blend of 50% PubT-2010 and 50% PubG-2010 Retiree
Tables for Males and Females, adjusted to reflect PSERS’ experience and projected using
a modified version of the MP-2020 Improvement Scale.

The actuarial assumptions used in the June 30, 2024 valuation were based on the results of an actuarial
experience study that was performed for the five-year the period ending June 30, 2020.

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

The pension plan’s policy in regard to the allocation of invested plan assets is established and may be
amended by the Board. Plan assets are managed with a long-term objective of achieving and maintaining a
fully funded status for the benefits provided through the pension.

Discount Rate

The discount rate used to measure the total pension liability was 7.00%. The projection of cash flows used to
determine the discount rate assumed that contributions from plan members will be made at the current
contribution rate and that contributions from employers will be made at contractually required rates, actuarially
determined. Based on those assumptions, the pension plan’s fiduciary net position as projected to be available
to make all projected future benefit payments of current plan members. Therefore, the long-term expected rate
of return on pension plan investments was applied to all periods of projected benefit payments to determine
the total pension liability.

Sensitivity of the School's proportionate share of the net pension liability to changes in the discount rate
calculated using the discount rate of 7.00%, as well as what the net pension liability would be if it were
calculated using a discount rate that is 1-percentage point lower (6.00%) or 1-percentage-point higher (8.00%)
than the current rate

Pension plan fiduciary net position

Detailed information about PSERS’ fiduciary net position is available in PSERS Annual Comprehensive
Financial Report which can be found on the System’s website at www.psers.pa.gov
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The following presents the net pension liability for the system as a whole, the School being 0.0104% share:

Schedule of Changes in The System's Net Pension Liability and Related Ratios

(Amounts x $1,000) Total Pension Fiduciary Net MNet Pension Liability
Liabili Position

Changes for the year (a) (b) (a) = (b)

Balances as of 6/30/2023 $ 116,598,710 § 72112330 § 44,486,380
Service Cost $ 1,833,996 % 0 $ 1,833,996
Interest Cost 8,024,358 0 8,024,358
Difference between Expected
and Actual Experience (380,382) 0 (380,382)
Changes in Assumption 0 0 0
Contribution — Employer 0 5,262,714 (5,262,714)
Contribution — Member o 1,197,871 (1,197.871)
MNet Investment Income (actual) 0 5,704,271 (5,704,271)
Benefit Payments (actual) (7,728,745) (7,728,745) 0
Plan Administrative Expense (actual) 0 (55,447) 55,447
Other Changes 0 1] 0
Net Changes 5 1,749,227 8 4,380,664 $ (2,631,437

Balances as of 6/30/2024 $ 118,347,937 $ 76,492,994 § 41,854,943

System fiduciary net position as a percentage of the total pension

liability 64.63%

Covered payroll as of the July 1, 2023 actuarial valuation $14,995 870

Met pension liability as a percentage of covered payroll 279.11%

Notes to Schedule:
Benefit changes. Mone.

Changes of assumptions. Mone.

Note 6 - Other Post-Employment Benefits

General Information about the Health Insurance Premium Assistance Program

Health Insurance Premium Assistance Program

The System provides Premium Assistance, which is a governmental cost sharing, multiple-employer other
postemployment benefit plan (OPEB) for all eligible retirees who qualify and elect to participate. Employer
contribution rates for Premium Assistance are established to provide reserves in the Health Insurance Account
that are sufficient for the payment of Premium Assistance benefits for each succeeding year. Effective January
1, 2002 under the provisions of Act 9 of 2001, participating eligible retirees are entitled to receive premium
assistance payments equal to the lesser of $100 per month or their out-of-pocket monthly health insurance
premium. To receive premium assistance, eligible retirees must obtain their health insurance through either
their school employer or the PSERS’ Health Option Program. As of June 30, 2025, there were no assumed
future benefit increases to participating eligible retirees.
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Premium Assistance Eligibility Criteria

Retirees of the System can participate in the Premium Assistance program if they satisfy the following criteria:

e Have 24 5 or more years of service, or

o Are a disability retiree, or

e Have 15 or more years of service and retired after reaching superannuation age, and
o Attain Medicare eligibility with 24 %2 or more eligibility points, or

o Have 15 or more eligibility points and terminated after age 67, and

e Have received all or part of their distributions

Pension Plan Description

PSERS is a governmental cost-sharing multiple-employer defined benefit pension plan that provides
retirement benefits to public school employees of the Commonwealth of Pennsylvania. The members eligible
to participate in the System include all full-ime public-school employees, part-time hourly public-school
employees who render at least 500 hours of service in the school year, and part-time per diem public school
employees who render at least 80 days of service in the school year in any of the reporting entities in
Pennsylvania. PSERS issues a publicly available financial report that can be obtained at www.psers.pa.gov.

Benefits provided

Participating eligible retirees are entitled to receive premium assistance payments equal to the lesser of $100
per month or their out-of-pocket monthly health insurance premium. To receive premium assistance, eligible
retirees must obtain their health insurance through either their school employer or the PSERS’ Health Options
Program.

Employer Contributions:

The school districts’ contractually required contributions rate for the fiscal year ended June 30, 2025 was
0.75% of covered payroll, actuarially determined as an amount that, when combined with employee
contributions, is expected to finance the costs of benefits earned by employees during the year, with an
additional amount to finance any unfunded accrued liability. Contributions to the OPEB plan from the School
were $9,669 for the year ended June 30, 2025.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

At June 30, 2025, the School reported a liability of $188,000 for its proportionate share of the net OPEB
liability. The net OPEB liability was measured as of June 30, 2024, and the total OPEB liability used to
calculate the net OPEB liability was determined by rolling forward the System’s total OPEB liability as of June
30, 2022 to June 30, 2024. The School’s proportion of the net OPEB liability was calculated utilizing the
employer’s one-year reported covered payroll as it relates to the total one-year reported covered payroll. At
June 30, 2025, the School’s proportion was 0.0104%, which was a decrease of 0.0016% from its proportion
measured as of June 30, 2024.
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Actuarial Assumptions

The total OPEB liability at June 30, 2024 was determined by rolling forward the System’s total OPEB liability at
June 30, 2022 to June 30, 2024 using the following actuarial assumptions, applied to all periods included in
the measurement:

Actuarial cost method — Entry Age Normal — level % of pay.
Investment return — 4.13% - S&P 20 Year Municipal Bond Rate

Salary growth — Effective average of 4.5%, comprised of inflation of 2.50% and 2.00% for real wage
growth and for merit or seniority increases.

Premium Assistance reimbursement is capped at $1,200 per year.

Assumed Healthcare cost trends were applied to retirees with less than $1,200 in premium
assistance per year.

Mortality rates were based on a blend of 50% PubT-2010 and 50% PubG-2010 Retiree Tables for
Males and Females, adjusted to reflect PSERS’ experience and projected using a modified version
of the MP-2020 Improvement Scale.

Participation rate:

. Eligible retirees will elect to participate Pre age 65 at 50%
. Eligible retirees will elect to participate Pre age 65 at 70%

The actuarial assumption used in the June 30, 2024 valuation were based on the results of an actuarial
experience study that was performed for the five year the period ending June 30, 2020.

The following assumptions were used to determine the contribution rate:

The results of the actuarial valuation as of June 30, 2021 determined the employer contribution rate
for fiscal year 2024.

Cost Method: Amount necessary to assure solvency of Premium Assistance through the third fiscal
year after the valuation date.

Asset valuation method: Market Value.

Participation rate: The actual data for retirees benefiting under the Plan as of June 30, 2022 was
used in lieu of the 63% utilization assumption for eligible retirees.

Mortality Tables for Males and Females, adjusted to reflect PSERS’ experience and projected using
a modified version of the MP-2015 Mortality Improvement Scale.

Investments consist primarily of short-term assets designed to protect the principal of the plan assets. The
expected rate of return on OPEB plan investments was determined using the OPEB asset allocation policy
and best estimates of geometric real rates of return for each asset class.

The OPEB plan’s policy in regard to the allocation of invested plan assets is established and may be amended
by the Board. Under the program, as defined in the retirement code employer contribution rates for Premium
Assistance are established to provide reserves in the Health Insurance Account that are sufficient for the
payment of Premium Assistance benefits for each succeeding year.
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The above was the Board’'s adopted asset allocation policy and best estimates of geometric real rates of
return for each major asset class as of June 30, 2024.

Discount Rate

The discount rate used to measure the total OPEB liability was 4.13%. Under the plan’s funding policy,
contributions ae structured for short-term funding of Premium Assistance. The funding policy sets contribution
rates necessary to assure solvency of Premium Assistance through the third fiscal year after the actuarial
valuation date. The Premium Assistance account is funded to establish reserves that are sufficient for the
payment of Premium Assistance benefits for each succeeding year. Due to the short-term funding policy, the
OPEB plan’s fiduciary net position was not projected to be sufficient to meet projected future benefit payments,
therefore the plan is considered a “pay-as-you-go” plan. A discount rate of 4.13% which represents the S&P
20-year Municipal Bond Rate at June 30, 2024, was applied to all projected benefit payments to measure the
total OPERB liability.

Sensitivity of the System Net OPEB Liability to Change in Healthcare Cost Trend Rates

Healthcare cost trends were applied to retirees receiving less than $1,200 in annual Premium Assistance. As of
June 30, 2024, retirees Premium Assistance benefits are not subject to future healthcare cost increases. The
annual Premium Assistance reimbursement for qualifying retirees is capped at a maximum of $1,200. As of
June 30, 2024, 92,677 retirees were receiving the maximum amount allowed of $1,200 per year. As of June 30,
2024, 522 members were receiving less than the maximum amount allowed of $1,200 per year. The actual
number of retirees receiving less than the $1,200 per year cap is a small percentage of the total population and
has a minimal impact on Healthcare Cost Trends as depicted below. Sensitivity of the School’s proportionate
share of the net OPEB Liability to Changes in the Discount Rate.

OPEB Plan Fiduciary Net Position

Detailed information about PSERS’ fiduciary net position is available in PSERS Annual Comprehensive
Financial Report which can be found on the System’s website at www.psers.pa.gov.
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The following presents the net OPEB liability, for the system as a whole:
The Schools portion of which is 0.0104%

c. Schedule of Changes in the Plan’s Net OPEB Liability and Related Ratios

Plan Fiduciary
(Amounts x $1,000) Total OPEB Liability Net Position Net OPEB Liability
Changes for the year (a) (b) (a) = (b)
Balances as of 6/30/2023 $ 1,948942 3 140,716 5 1.809.226
Service Cost 5 27445 % 0 $ 27,445
Interest Cost 79,384 0 79,384
Difference between Expected and
Actual Experience (15,262) 0 (15,262)
Changes in Assumption (16,943) 0 (16,943)
Contribution — Employer 0 102,211 (102,211)
Contribution — Member 0 0 0
Net Investment Income (actual) 0 6,184 (6,184)
Refunds of Contributions 0 0 0
Benefit Payments (actual) (111,659) (111,659) 0
Plan Administrative Expense 0 (1,004) 1,004
Other Changes 0 0 0
Net Changes -] (37.035) $ (4,268) 5 (32,767)
Balances as of 6/30/2024 5 1,912,907 5 136,448 5 1,776,459
Plan fiduciary net position as a percentage of the total OPEB liability 7.13%
Covered payroll as of the June 30, 2023 actuarial valuation $ 15,030,750
Net OPEB liability as a percentage of covered payroll 11.82%

Notes to Schedule:
1. Benefit changes: None.

2. Changes of assumptions: The discount rate changed from 4.13% as of June 30, 2023 to
4.21% as of June 30, 2024.

Note 6 — Defined Contribution Plan

As established by board resolution and state approval, for all employees hired after August 15, 2014, the
School will contribute to a 403(b) defined contribution employee pension plan.
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Note 8 — Risk Management

The School is exposed to various risks of loss related to torts: theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The School carries commercial insurance
for such risks. There has been no significant reduction in insurance coverage from the previous year in any of
the School’s policies. The School's workers compensation policy is a ratio retrospectively rated policy. The
final premium is based on actual payroll for the policy year and is determined by the insurance company.
Settled claims resulting from these risks have not exceeded commercial insurance coverage in the previous
three years.

Note 9 — Local Educational Agencies Revenue

Charter schools are funded by the local public-school districts in which each student resides. The rate per
student is determined annually and is based on the budgeted total expenditure per average daily membership
of the prior school year for each school district. The annual rate is paid monthly by each sending school district
and is prorated if a student enters or leaves during the year.

Note 10 — Government Grants and Reimbursement Programs

The School participates in numerous state and federal grant and reimbursement programs, which are
governed by various rules and regulations of the grantor agencies. Costs charged to the respective grant
programs and reimbursement programs for social security taxes, retirement expense, facility lease costs and
health services are subject to audit and adjustment by the grantor agencies; therefore, to the extent that the
School has not complied with the rules and regulations governing the grants and reimbursement programs,
refunds of any money received may be required and the collectability of any related receivable at June 30,
2025, may be impaired. In the opinion of the School, there are no significant contingent liabilities relating to
compliance with the rules and regulations governing the respective grants; therefore, no provision has been
recorded in the accompanying financial statements for such contingencies.

Note 11 - Contingencies

From time to time the Organization is a party to legal proceedings including claims involving employment and
other matters. The Organization carries insurance coverage against all such claims. Any such claims are
vigorously defended by the Organization and its indemnities. Management believes that such legal
proceedings to which it may become party to would not have a material adverse effect upon its financial
position or results of operations. According to the School’s legal counsel, as of June 30, 2025 there was no
pending or threatened litigation.

Note 12 — Restricted Net Assets
Invested in Capital Assets, Net of Related Debt

The component of this restriction in the governmental activities’ column is total capital assets (net of
depreciation)

46



LEHIGH VALLEY CHARTER HIGH
SCHOOL FOR THE ARTS

NOTES TO THE FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2025

Note 13 — Governmental Fund Balances

Detailed information about aggregated fund balances:

Nonspendable Fund Balance

There were no nonspendable fund balance appropriations as of June 30, 2025.

Restricted Fund Balances

The restricted fund balance represents contributions that are donor restricted for specific purposes.

Committed Fund Balances

The Committed fund balance includes amounts that can only be used for specific purposes determined by a
formal action of the board. The board did not commit any portion of the fund balance as of June 30, 2025.

Assigned Fund Balances

The assigned fund balance reflects the School’s intent to use the money for a specific purpose but is not
considered restricted or committed.

The School’s highest level of decision making is the Board of Directors.

A resolution of the Board of Directors is required to establish modify or rescind a fund balance commitment or
assignment.

Note 14 — Subsequent Events

Subsequent events have been evaluated through October 30, 2025, which is the date the financial statements
were issued.
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Lehigh Valley Charter High School for the Arts

General Fund

Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended June 30, 2025

REVENUES

Local Sources
Interest/dividends $ 130,075
Rentals 5,782
Fundraising 243,774
Revenues from student activities 21,027
Tuition revenue received from other LEAs 10,104,259
Tuition received directly from students 8,379
Transportation received directly from students 86,917
Contributions 26,956
Miscellaneous 99,571

Total local sources revenue $ 10,726,740

State Sources

Health services 10,322
Rental reimbursement 47,436
School mental health & safety 82,974
Ready to learn 21,292
Total state source revenue 162,024

Federal Sources

Title 1 123,467

Title II 16,500

Title IV 10,000

Medical Assistance Reimbursement 0

ESSER Funds 0
Total federal source revenue 149,967
Total revenues $ 11,038,731
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Lehigh Valley Charter High School for the Arts

General Fund

Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended June 30, 2025

EXPENDITURES
Regular programs $ 5,676,679
Special education 435,695
Other instructional programs 130,950
Guidance services 261,213
Speech services 3,191
Social work services 63,795
Attendance services 103,003
Psychological services 60,788
Social work services 64,107
Support services - instructional staff 219,252
Board services 388
Legal services 42,292
Office of the executive director services 324,180
Office of the principal services 596,389
Pupil health services 124,163
Support services - business 416,327
Operation of building services 1,654,177
Student transportation 91,430
Support services - central 282,498
Food Services 6,552
Student activities 270,156
Community services 675
Claims, judgements & settlements 0
Total expenditures $ 10,827,900
Excess of revenues over expenditures $ 210,831

OTHER FINANCING SOURCES (USES)

Fund transfers in 225,512
Refund of prior year expenditures (IRS ERC) 698,513
Activity fund transfers in 0
Total other financing sources (uses) $ 924,025
Net change in fund balances $ 1,134,856
Fund balance - July 1, 2023 3,999,888
Fund balance - June 30, 2024 $ 5,134,744
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Lehigh Valley Charter High School for the Arts

Capital Project Fund (Foundation)

Statement of Revenues, Expenditures and Changes in Fund Balance
For the Year Ended June 30, 2025

REVENUES
Local Sources
Interest/dividends $ 20,717
Admissions/show receipts 0
Contributions 290,081
Fundraising 148,144
Rental income 780,880
Miscellaneous 156
Total local source revenue 1,239,978
State Sources 0
Federal Sources 0
Total revenues 1,239,978
EXPENDITURES
Debt service 709,895
Operation/maintenance of plant 9,313
Support services 73,772
Facilities acquisition, construction and improvement -
Total expenditures 792,980
Excess of revenues over expenditures 446,998

OTHER FINANCING SOURCES (USES)

Proceeds from extended term financing 0
General fund transfers out (225,512)
Total other financing sources (uses) (225,512)
Net changes in fund balances 221,486
Fund balances - beginning 675,962
Fund balances - ending $ 897448
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Lehigh Valley Charter High School for the Arts
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
All Divisions of the General Fund

For the Year Ended June 30, 2025

Eliminate Total
General Development Interfund General
REVENUES & OTHER FINANCING SOURCES Fund Fund Accounts Fund
Revenues
Local sources $ 10,572,311 $ 154,429 $ $ 10,726,740
State sources 162,024 162,024
Federal sources 149,967 149,967
Other Financing Sources
Refund of prior year expenditures 698,513 698,513
Gain/loss on sale of fixed assets 0
Intrafund transfers in 172,947 67,178 (14,613) 225,512
Total revenues and other financing sources 11,755,762 221,607 (14,613) 11,962,756
EXPENDITURES AND OTHER FINANCING USES
Expenditures
Instruction $ 6,243,324 $ 6,243,324
Instructional student support 899,512 899,512
Admin. & fin'l support services 1,662,074 1,662,074
Oper. & maint. of plant services 1,654,177 1,654,177
Facilities acquisition, construction and improvement 0
Pupil transportation 91,430 91,430
Operation of non-instructional services 109,639 167,744 277,383
Other Financing Uses
Debt service 0
Refund of prior year receipts 0
Transfers out 14,613 (14,613) 0
Claims, judgements & settlements 0
Gain/loss on sale of investments 0
Total expenditures & other financing uses 10,660,156 182,357 (14,613) 10,827,900
Excess of revenue and other financing sources
over (under) expenditures & other
financing uses 1,095,606 39,250 1,134,856
Fund balances - beginning 3,936,702 63,186 3,999,888

Fund balances - ending $ 5,032,308 $ 102,436 $ $ 5,134,744
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