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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 
 
 
The Board of Trustees 
Elsie Whitlow Stokes Community Freedom  
Public Charter School 
 
Report on the Financial Statements 
 
We have audited the accompanying statements of financial position of Elsie Whitlow Stokes Community 
Freedom Public Charter School (the School), as of June 30, 2020 and 2019, and the related statements of 
activities and changes in net assets, functional expenses and cash flows for the years then ended, and the 
related notes to the financial statements.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal controls relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits 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; and the auditing standards established pursuant to 
the District of Columbia School Reform Act, Public Law No. 104-134, 110 Stat. 1321-121, 
2204(C)(11)(B)(ix)(1996) and D.C. Official Code 38-1802.04(ii)(B)(2001, as amended). Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal controls relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity’s internal controls. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements.  
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the School as of June 30, 2020 and 2019, and the changes in its net assets and its 
cash flows for the years then ended, in accordance with accounting principles generally accepted in 
the United States of America. 

Other Matters 

Our audits were conducted for the purpose of forming an opinion on the basic financial statements as 
a whole. The schedule of vendors contracted for services in excess of $25,000, is presented for 
purposes of additional analysis and is not a required part of the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the District of 
Columbia Public Charter School Board, and  has not been subjected to the auditing procedures 
applied in the audits of the basic financial statements, and accordingly, we do not express an opinion 
or provide any assurance on it.  

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated November 
17, 2020, on our consideration of the School’s internal controls over financial reporting and our tests 
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal controls 
over financial reporting and compliance and the results of that testing, and not to provide an opinion 
on the internal controls over financial reporting or on compliance. That report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering the School’s 
internal controls over financial reporting and compliance. 

Washington, D.C. 
November 17, 2020 



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Statements of Financial Position 
As of June 30, 2020 and 2019 
 

The accompanying notes are an integral part of this statement. 
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2020 2019
ASSETS

Current Assets
Cash and cash equivalents 3,314,629$       1,429,768$       
Investments 10,646              10,923              
Interest rate swap -                        4,840                
Accounts receivable, net 152,168 403,094
Grants receivable 207,513 146,957
Prepaid expenses 51,041              50,377              
Total Current Assets 3,735,997         2,045,959         

Property and equipment, net 9,355,051 9,743,703
Security deposit 12,102 12,102
Investments - deferred compensation -                        315,690
Total Assets 13,103,150$     12,117,454$     

LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable and accrued expenses 655,634$          620,028$          
Deferred compensation -                        281,924
Deferred revenue 6,790                78,915              
Notes payable - current portion 264,426            5,778,813         
Total Current Liabilities 926,850            6,759,680         

Non-Current Liabilities
Notes payable, net of current portion 8,170,017 1,278,848
Interest rate swap 541,285            -                        
Total Non-Current Liabilities 8,711,302 1,278,848
Total Liabilities 9,638,152         8,038,528         

Net Assets
Without donor restrictions 3,464,998         3,878,926         
With donor restrictions -                        200,000            
Total Net Assets           3,464,998           4,078,926 
Total Liabilities and Net Assets 13,103,150$     12,117,454$     



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Statements of Activities and Changes in Net Assets 
For the Years Ended June 30, 2020 and 2019 
 

The accompanying notes are an integral part of this statement. 
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2020 2019
NET ASSETS WITHOUT DONOR RESTRICTIONS
Revenue and Support:

Per pupil allocations 8,627,016$       7,325,314$       
DC facilities allowance 1,794,230 1,579,292
Federal entitlements 227,904 549,886            
Federal grants 380,203 360,054            
Grants and contributions 104,958 238,041            
Before and after care 382,310            486,325            
Student fees 13,208              55,696              
Food services 521,491 311,384
Interest income, net 14,467 20,504              
Building rental 2,300 1,850
Program fees 76,203 65,070
Fundraising revenue 6,530 39,686
Other 17,580 16,336
Satisfaction of program restrictions 200,000            100,000            

Total Revenue and Support 12,368,400       11,149,438       

Expenses
Program services 10,355,151       9,561,461
Supporting services:
   General and administrative 1,659,754         1,486,795
   Fundraising 221,298            198,239
Total Supporting Services 1,881,052         1,685,034         
Total Expenses 12,236,203       11,246,495       
Change in Net Assets Without Donor Restrictions 132,197            (97,057)             

NET ASSETS WITH DONOR RESTRICTIONS
Grants and contributions -                        100,000            
Net assets released from restrictions (200,000)           (100,000)           
Change in Net Assets With Donor Restrictions (200,000)           -                        

Changes in Net Assets Before Non-Operating Revenue (Expense) (67,803)             (97,057)             

Non-Operating Revenue (Expense)
Swap valuation adjustment (546,125)           36,722              

Changes in net assets (613,928)           (60,335)             
Net assets, beginning of year 4,078,926         4,139,261         
Net Assets, End of Year 3,464,998$       4,078,926$       



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Statement of Functional Expenses 
For the Year Ended June 30, 2020, with Comparative 2019 Totals 
 

The accompanying notes are an integral part of this statement. 
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2019

Total
SALARIES, TAXES AND BENEFITS

Salaries 5,679,079$        1,026,340$        136,845$           6,842,264$        6,105,606$        
Employee benefits 1,161,988          209,998            28,000              1,399,986          1,183,573          
Professional development 86,069              15,555              2,074                103,698            182,134            
Total Salaries, Taxes And Benefits 6,927,136          1,251,893          166,919            8,345,948          7,471,313          

DIRECT STUDENT COSTS
Supplies and materials 194,240            -                       -                       194,240            242,522            
Contracted instruction fees 626,857            -                       -                       626,857            640,692            
Student assessments 11,733              -                       -                       11,733              12,046              
School activities 85,089              -                       -                       85,089              111,613            
Food services 183,167            -                       -                       183,167            243,001            
Other student costs 57,431              -                       -                       57,431              84,658              
Total Direct Student Costs 1,158,517          -                       -                       1,158,517          1,334,532          

OCCUPANCY EXPENSES
Note payable interest expense 291,698            52,716              7,029                351,443            381,728            
Amortized loan fees 7,839                1,417                189                   9,445                16,191              
Rent 431,444            77,972              10,396              519,812            360,194            
Utilities 62,250              11,250              1,500                75,000              86,927              
Contracted building services 176,502            31,898              4,253                212,653            238,362            
Maintenance and repairs 31,475              5,688                757                   37,920              44,033              
Depreciation 229,075            41,399              5,520                275,994            275,995            
Total Occupancy Expenses 1,230,283          222,340            29,644              1,482,267          1,403,430          

OFFICE EXPENSES
Office supplies and materials 20,616              3,726                496                   24,838              6,997                
Depreciation 115,672            20,905              2,787                139,364            136,939            
Telecommunications 52,464              9,482                1,264                63,210              62,547              
Professional fees 296,093            53,511              7,134                356,738            305,277            
Printing and publications 54,353              9,823                1,310                65,486              75,268              
Postage and shipping 487                   88                     12                     587                   669                   
Other -                       -                       -                       -                       2,542                
Total Office Expenses 539,685            97,535              13,003              650,223            590,239            

GENERAL EXPENSES
Insurance 67,337              12,169              1,623                81,129              74,074              
Dues and subscriptions 34,623              6,257                834                   41,714              11,230              
Transportation 3,824                691                   92                     4,607                9,961                
Food services - Stokes Kitchen 259,226            46,848              6,246                312,320            195,334            
DC PCSB administration fee 85,322              15,420              2,056                102,798            98,660              
Marketing and advertising 3,933                711                   95                     4,739                28,819              
Bank/credit card service fees 30,121              5,444                726                   36,291              20,653              
Bad debt expense 12,674              -                       -                       12,674              -                       
Other general expense 2,470                446                   60                     2,976                8,251                
Total General Expenses 499,530            87,986              11,732              599,248            446,982            

Total Expenses 10,355,151$      1,659,754$        221,298$           12,236,203$      11,246,496$      

2020
Educational 

Programs
General and 

Administrative Fundraising Total



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Statement of Functional Expenses 
For the Year Ended June 30, 2019 
 

The accompanying notes are an integral part of this statement. 
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SALARIES, TAXES AND BENEFITS
Salaries 5,067,653$        915,841$           122,112$           6,105,606$        
Employee benefits 982,366            177,536            23,670              1,183,573          
Professional development 151,171            27,320              3,643                182,134            
Total salaries, taxes and benefits 6,201,190          1,120,697          149,425            7,471,313          

DIRECT STUDENT COSTS
Supplies and materials 242,522            -                       -                       242,522            
Contracted instruction fees 640,692            -                       -                       640,692            
Student assessments 12,046              -                       -                       12,046              
School activities 111,613            -                       -                       111,613            
Food services 243,001            -                       -                       243,001            
Other student costs 84,658              -                       -                       84,658              
Total direct student costs 1,334,532          -                       -                       1,334,532          

OCCUPANCY EXPENSES
Note payable interest expense 316,834            57,259              7,635                381,728            
Amortized loan fees 13,439              2,429                324                   16,191              
Rent 298,961            54,029              7,204                360,194            
Utilities 72,149              13,039              1,739                86,927              
Contracted building services 197,840            35,754              4,767                238,362            
Maintenance and repairs 36,547              6,605                881                   44,033              
Depreciation 229,076            41,399              5,520                275,995            
Total occupancy expenses 1,164,846          210,514            28,070              1,403,430          

OFFICE EXPENSES
Office supplies and materials 5,808                1,050                140                   6,997                
Depreciation 113,659            20,541              2,739                136,939            
Telecommunications 51,914              9,382                1,251                62,547              
Professional fees 253,380            45,792              6,106                305,277            
Printing and publications 62,472              11,290              1,505                75,268              
Postage and shipping 555                   100                   13                     669                   
Other 2,110                381                   51                     2,542                
Total office expenses 489,898            88,536              11,805              590,239            

GENERAL EXPENSES
Insurance 61,481              11,111              1,481                74,074              
Dues and subscriptions 9,321                1,685                225                   11,230              
Transportation 8,268                1,494                199                   9,961                
Food services - Stokes Kitchen 162,127            29,300              3,907                195,334            
DC PCSB administration fee 81,888              14,799              1,973                98,660              
Marketing and advertising 23,920              4,323                576                   28,819              
Bank/credit card service fees 17,142              3,098                413                   20,653              
Other general expense 6,848                1,238                165                   8,251                
Total general expenses 370,995            67,048              8,939                446,982            

Total Expenses 9,561,461$        1,486,795$        198,239$           11,246,496$      

Educational 
Programs

General and 
Administrative Fundraising Total

2019



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Statements of Cash Flows 
For the Years Ended June 30, 2020 and 2019 
 

The accompanying notes are an integral part of this statement. 
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2020 2019
Cash Flows from Operating Activities
Change in net assets (67,803)$           (97,057)$         
Adjustments to reconcile changes in net assets to net cash 

from operating activities:
Depreciation 415,358            412,934          
Allowance for uncollectible accounts 12,674              -                      
Amortization of debt issuance costs 9,445                16,192            
Net unrealized gain on investments 277                   (575)                

Effect of changes in non-cash operating assets and liabilities:
Accounts receivable 238,252            (6,709)             
Grants receivable (60,556)             586,866          
Prepaid expenses (664)                  (7,232)             
Accounts payable and accrued expenses 35,606              105,440          
Deferred compensation (281,924)           51,360            
Deferred revenue (72,125)             18,818            

Net Cash from Operating Activities 228,540            1,080,037       

Cash Flows from Investing Activities
Purchases of property and equipment (26,706)             (102,772)         
Proceed from sale of (Purchases of) investments 315,689            (67,781)           
Cash Flows from Investing Activities 288,983            (170,553)         

Cash Flows from Financing Activities
Principal payments on notes payable (234,662)           (238,144)         
Proceeds from notes payable 1,602,000         -                      
Net Cash from Financing Activities 1,367,338         (238,144)         

Net change in cash 1,884,861         671,340          
Cash, beginning of year 1,429,768         758,428          
Cash, End of Year 3,314,629$       1,429,768$     

Supplemental Disclosure
Cash paid during the year for interest 356,283$          381,728$        

 
 
 
 
 
 



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Notes to the Financial Statements 
June 30, 2020 and 2019 
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1. ORGANIZATION AND PROGRAM 
 

Elsie Whitlow Stokes Community Freedom Public Charter School (the School) was 
incorporated in 1998 as a public charter school and enrolls students in pre-kindergarten 
through fifth grade. The School’s mission is to provide an exemplary academic experience in 
a small nurturing environment to culturally diverse, young children, to focus on high 
academic standards, language immersion in English, French and Spanish, multi-cultural and 
international education, and to prepare students for citizenship through community service. 
The School’s revenue and other support consist primarily of contributions and grants from 
the District of Columbia and the Federal government. 
 
On July 1, 1998, the School entered into a contract with the District of Columbia Board of 
Education granting the School a charter for the establishment of a public charter school in 
Washington, D.C. The charter was renewed on July 1, 2013, and shall continue for a term of 
15 years unless renewed, revoked, or terminated by the District of Columbia Public Charter 
School Board for violations of applicable laws and conditions, terms and procedures set forth 
in the charter. The School’s current charter provides for enrollment of up to 750 students in 
pre-kindergarten through fifth grade. Under the provisions of the contract, the government of 
the District of Columbia is to make annual payments to the School for services provided to 
the students based on the number of students attending the School each year.  
 
In June 2014, the School became part of a consortium of schools, including: the District of 
Columbia Bilingual Public Charter School (DC Bilingual); Latin American Montessori 
Bilingual Public Charter School (LAMB); Mundo Verde Bilingual Public Charter School 
(Mundo Verde); and Washington Yu Ying Public Charter School (Yu Ying) (collectively, 
Consortium Members) that jointly formed the District of Columbia International School 
(DCI). DCI operates as a public charter school and currently serves students in sixth to 
twelfth grade. 
 
In June 2018, the School’s charter amendment was approved to open a second campus and 
increase the enrollment ceiling from 350 to 750 students. For school year 2018 - 2019, the 
second location opened with pre-kindergarten and kindergarten classes and each year a grade 
will be added until reaching fifth grade. In addition, the School entered into a 5-year lease 
with the Charter School Incubator Initiative to lease the first 2 floors of 5600 East Capitol St. 
NE, Washington, DC.  The lease also includes options for multiple lease renewals. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

Basis of Accounting 

 
The accompanying financial statements of the School have been prepared on the accrual 
basis of accounting in accordance with accounting principles generally accepted in the 
United States of America. 

 



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Notes to the Financial Statements 
June 30, 2020 and 2019 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities as of the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Actual results could differ 
from those estimates. 
 
Investments 
 
Investments are recorded at fair market value. Investment income, including unrealized gains 
or losses, is reported through the change in net assets as without restrictions unless restricted 
by the donor or by law.  
 
Accounts and Grants Receivable 
 
The School provides an allowance for doubtful accounts equal to the estimated uncollectible 
accounts. The School’s estimate is based on historical collection experience and a review of the 
current status of specific accounts and grants receivable. As of June 30, 2020, management 
recorded allowance for bad debt expense of $12,674 related to afterschool receivable. There was 
no allowance for the year ended June 30, 2019. 
 
Property and Equipment, Net 
 
Property and equipment valued in excess of $500, are capitalized and recorded at cost if 
purchased or estimated fair market value as of the date of gift, if donated. Depreciation is 
recorded using the straight-line method over the estimated useful lives of the assets, which 
range from 3 to 39 years.  
 
Net Assets 
 
Net assets without donor restrictions are assets and contributions that are not restricted by 
donors, or for which restrictions have expired. 
 
Net assets with donor restrictions are those whose use by the School has been restricted by 
donors primarily for a specific time period or purpose. When a donor restriction is met, net 
assets with donor restrictions are reclassified to net assets without donor restrictions. As of 
June 30, 2020, there were no net asset with donor restrictions and as of June 30, 2019, there 
was $200,000, in net assets with donor restrictions for a specific time period or purpose. 
 
 
 



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Notes to the Financial Statements 
June 30, 2020 and 2019 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Restricted and Unrestricted Revenue and Support  

Contributions received are recorded as net assets without donor restrictions, or with donor 
restrictions, depending on the existence and/or nature of any donor-imposed restrictions.  
Donor-restricted support is reported as an increase in net assets, depending on the nature of 
the restriction. 

 
Gifts of cash and other assets are reported as restricted support if they are received with 
donor stipulations that limit the use of the donated assets.  When a donor restriction expires, 
that is, when some stipulated time restriction ends or purpose of the restriction is 
accomplished, net assets with donor restrictions are reclassified to net assets without donor 
restrictions and reported in the statements of activities and changes in net assets as net assets 
released from restrictions. 

 
Revenue Recognition 
 
The School receives a student allocation from the District of Columbia as well as Federal 
funding to cover the cost of academic expenses. The student allocation is on a per pupil basis 
and includes the academic year funding, special education funding, and a facilities allotment. 
The School recognizes this funding in the year in which the school term is conducted. 
Funding received in advance of the school term is recorded as deferred revenue in the 
accompanying statements of financial position. Revenue from other government sources are 
recognized as earned. Food service revenue is recognized for food services provided to other 
schools. Costs are shared and the schools are billed based on an allocation of the number of 
meals provided. Revenue is recognized when billed. In addition, the School recognizes 
building rental revenue for the rental of the School space on weekends, program fees for 
summer school, and revenue from special events, such as fundraising galas, when the event 
or rental takes place. 

 
Functional Expense Allocation 
 
The costs of providing the various programs and other activities have been summarized on a 
functional basis in the statements of activities and changes in net assets and in the statements 
of functional expenses. Expenses are charged directly to program services, general and 
fundraising based on specific identification, when determinable. Salaries and benefits are 
charged to programs based on time and effort.  General and administrative expenses include 
those expenses that are not directly identified with any other specific function but provide for 
the overall support and direction of the School and administration. The basis of the allocation 
for most shared costs is salaries.  

 



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Notes to the Financial Statements 
June 30, 2020 and 2019 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Income Taxes 
 

The School is exempt from Federal income taxes under Section 501(c)(3) of the Internal 
Revenue Code and applicable District of Columbia income tax laws. Accounting principles 
generally accepted in the United States of America provide consistent guidance for the 
accounting for uncertainty in income taxes recognized in an entity’s financial statements and 
prescribe a threshold of “more likely than not” for recognition of tax positions taken or 
expected to be taken in a tax return. The School performed an evaluation of uncertain tax 
positions for the year ended June 30, 2020, and determined that there were no matters that 
would require recognition in the financial statements or which may have any effect on its tax-
exempt status.  
 
As of June 30, 2020, the statute of limitations for fiscal years 2017 through 2020, remains 
open with the U.S. Federal jurisdiction or the various states and local jurisdictions in which 
the School files tax returns. It is the School’s policy to recognize interest and/or penalties 
related to uncertain tax positions, if any, in income tax expense. 

 
Implemented Accounting Pronouncements  
 
In June 2018, the Financial Accounting Standards Board (“FASB”) issued Auditing 
Standards Update (“ASU”) No. 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the 
Scope and the Accounting Guidance for Contributions Received and Contributions Made, 
that improves the scope and accounting guidance around contributions of cash and other 
assets received and made by not-for-profit organizations and business enterprises. This 
standard is effective for periods beginning after December 15, 2018. The adoption of ASU 
2018-08 did not have a material effect on the financial statements. 

 
Recent Accounting Pronouncements 

 
In February 2016, the FASB issued ASU No. 2016-02, Leases, which creates a singular 
reporting model for leases. This standard will require the Organization to record changes to 
its statement of financial position to reflect balances for current leases that are not shown in 
the statement of financial position. This standard is effective for fiscal years beginning after 
December 15, 2021. 
 
Management is evaluating the effects of this pronouncement on the financial statements and 
will implement this pronouncement by its effective date. 



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Notes to the Financial Statements 
June 30, 2020 and 2019 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Subsequent Events 
 
The School evaluated subsequent events and transactions through November 17, 2020, the 
date the financial statements were available for issue, and has determined that no material 
subsequent events have occurred that would affect the information presented in the 
accompanying financial statements or require additional disclosure. 

 
Liquidity and Availability of Resources 
 
The following reflects the School’s financial assets as of June 30, 2020, reduced by amounts 
not available for general use because of donor-imposed restrictions: 
 
Financial Assets at Year-End Amount
  Cash and cash equivalents 3,314,629$             
  Investments 10,646                    
  Accounts receivable 152,168                  
  Grants receivable 207,513                  
    Total Financial Assets Available to be Used Within One Year 3,684,956$             

 
The School has $3,684,956 of financial assets available within one year of June 30, 2020 to 
satisfy operating expenses. The School has a goal to maintain financial assets on hand to 
meet at least 45 days of operating expenses. Additionally, its current ratio goal (total current 
assets to current liabilities) is 1.0. The School has a policy to structure its financial assets to 
be available for its general expenditures, liabilities and other obligations as they come due. 
To help manage unanticipated liquidity needs, the School has a line of credit in the amount of 
$100,000, which as of June 30, 2020, had $100,000 available to be drawn upon. 
 
Advertising Costs 
 
The costs of advertising are expensed when the services are received. Advertising expense 
for the years ended June 30, 2020 and 2019, was approximately $4,739 and $28,819, 
respectively. 



ELSIE WHITLOW STOKES COMMUNITY FREEDOM PUBLIC CHARTER SCHOOL 
 
Notes to the Financial Statements 
June 30, 2020 and 2019 
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3. INVESTMENTS 
 
Accounting standards generally accepted in the United States of America establish a framework 
for measuring fair value. That framework provides a fair value hierarchy that prioritizes the 
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority 
to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 
measurements) and the lowest priority to unobservable inputs (Level 3 measurements).  
 
The three levels of the fair value hierarchy under accounting principles generally accepted in 
the United States of America are described below: 
 
Level 1  Inputs to the valuation methodology are unadjusted quoted prices for 

identical assets or liabilities in active markets that the School has the 
ability to access. 

Level 2  Inputs to the valuation methodology include: 
• Quoted prices for similar assets or liabilities in active markets;  
• Quoted prices for identical or similar assets or liabilities in inactive 
markets;  
• Inputs other than quoted prices that are observable for the asset or 
liability; and 
• Inputs that are derived principally from or corroborated by observable 
market data by correlation or other means.  
If the asset or liability has a specified (contractual) term, the Level 2 input 
must be observable for substantially the full term of the asset or liability.  

Level 3  Inputs to the valuation methodology are unobservable and significant to 
the fair value measurement.  

 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based 
on the lowest level of any input that is significant to the fair value measurement. Valuation 
techniques used need to maximize the use of observable inputs and minimize the use of 
unobservable inputs. 
 
The following is a description of the valuation methodology used for investments measured 
at fair value.  
 
Mutual funds: Valued at the closing price reported on the active market on which the 
individual securities are traded. 
 
The method described above may produce a fair value calculation that may not be indicative 
of net realizable value or reflective of future fair values. Furthermore, while the School  
believes its valuation method is appropriate and consistent with other market participants, the 
use of different methodologies or assumptions to determine the fair value of certain financial 
instruments could result in a different fair value measurement at the reporting date.  
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3. INVESTMENTS (continued) 
 

The following table sets forth by level, the fair value hierarchy of the School’s investments at 
fair value as of June 30, 2020 and 2019: 

 

Level 1 Level 2 Level 3 Total
Mutual funds:

Large growth funds 10,646$        -                  -                  10,646$        
Total mutual funds 10,646$        -$                  -$                  10,646$        

Level 1 Level 2 Level 3 Total
Mutual funds:

Target date funds 315,690$      -$                  -$                  315,690$      
Large growth funds 10,923          -                  -                  10,923          

Total mutual funds 326,613$      -$                  -$                  326,613$      

As of June 30, 2020

As of June 30, 2019

 
Gains and losses on investments are reported in the accompanying statements of activities 
and changes in net assets as interest income. For mutual funds, the unrealized loss for the 
year ended June 30, 2020, was $277, and the unrealized gain for the year ended June 30, 
2019 was $575.  
 

4. PROPERTY AND EQUIPMENT 
 
As of June 30, 2020 and 2019, property and equipment consisted of the following: 
 

2020 2019 Estimated Useful Life
Building 10,735,987$         10,735,987$         39 years
Furniture and equipment 175,445 166,240 5 years
Building improvements 1,602,248 1,584,748             10 years
Leasehold improvements 620,417 620,417                5 years
Auto 19,382 19,382 5 years
Capital Lease 54,357 54,357                  
Total 13,207,836 13,126,774
Less:  accumulated depreciation 3,852,785 3,383,071
Property and Equipment, Net 9,355,051$           9,743,703$           

 

Depreciation expense was $415,358 and $412,933, for the years ended June 30, 2020 and 
2019, respectively. 
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5. NOTES PAYABLE 
 
Notes payable consisted of the following as of June 30, 2020 and 2019: 
 

Notes Payable Maturity 2020 2019

BB&T Note Payable January 18, 2028 5,546,493$     -                      
BB&T Note Payable January 18, 2020 -                      5,737,821       
DC’s Energy Efficiency December 1, 2036 1,285,950 1,329,284       
Paycheck Protection May 4, 2022 1,452,000 -                      
CSGF loan November 30, 2021 150,000 -                      
Total Notes Payable 8,434,443$     7,067,105$     

 
 

In January 2020, the School modified its agreement with BB&T Bank (the Bank) to extend 
its previous loan agreement, dated January 18, 2013. The original amount of the initial loan 
was $6,868,000. The term loan has a principal balance of $5,546,493, as of June 30, 2020, 
and bears interest at 1 month London Interbank Offered Rate (LIBOR) plus 2.25%. The 
interest rate as of June 30, 2020, was 2.5%. The School pays monthly installments of all 
accrued and unpaid interest. The School will pay principal of $18,048 monthly through 
January 18, 2021, and monthly principal payments are expected to increase at 4.2% annually 
through January 18, 2028, with an expected balloon payment in January 2028. 
 
The future minimum payments on the notes payable as of June 30, 2020, were as follows: 
 

Years Ending June 30 Amount
2021  $            264,426 
2022             1,881,163 
2023                292,150 
2024                305,573 
2025                320,016 

Thereafter             5,371,115 
Total  $         8,434,443 

 
 

This note has certain financial covenants that require annual financial statements to be submitted 
within 120 days after year end, and maintenance of debt service financial ratios.  
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5. NOTES PAYABLE (continued) 
 
In July 2016, the School entered into a financing agreement with the District of Columbia 
and Greenworks Lending LLC to obtain a loan of $1,429,554, for the installation of energy 
improvements (roofing, HVAC, etc.). These improvements will be performed under the 
District of Columbia’s Energy Efficiency Loan Program, in which the energy savings are to 
provide the excess cash to pay the principal and interest payments for the loan. Interest shall 
accrue on the unpaid principal balance of the funds at a rate of 6.2% per annum, with 
principal and interest payments of $64,829, due every six months until the loan is paid off in 
September 2036. 
 
During the year ended June 30, 2020, the School received a Paycheck Protection Program 
(PPP) loan in the amount of $1,452,000. The terms of the loan require the proceeds to be 
spent on eligible expenses, which are primarily payroll related costs. Part or all of the loan 
may be forgiven based on meeting certain conditions as set forth in the loan agreement. Any 
portion of the PPP loan that is not forgiven must be repaid over two years after a six-month 
deferral period at an interest rate of 1%.  
 
The PPP loan was received from the U.S federal government under the Coronavirus Aid, 
Relief and Economic Security (CARES) Act passed by Congress. Subsequent to year end, 
the School believes it has met the conditions to have the entire loan forgiven, however, they 
have not filed the application or had the loan forgiveness approved. As such, as of June 30, 
2020, the Organization has recorded the loan as a liability. 
 
The School obtained a loan from Charter School Growth Fund (“CSGF”) for $150,000 on 
May 27, 2020, to purchase technology to assist with distance learning. The loan matures on 
November 30, 2021 with 0% interest rate. 
 
Interest expense on these notes was $351,443 and $381,728 for the years ended June 30, 
2020 and 2019, respectively. 
 

6. LINE OF CREDIT 
 

In January 2013, the School obtained a line of credit that allows for borrowings of up to 
$100,000. The line of credit has an interest rate at the Bank’s prime rate. Any outstanding 
balances on this line of credit are secured by all assets of the School. There was no 
outstanding balance as of June 30, 2020 and 2019. 
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7. VALUATION OF INTEREST RATE SWAP AGREEMENT 
 

In January 2020, the School entered into an interest rate swap agreement with a bank for an 
eight-year term ending January 2028, to fix the effective interest rate on the Truist note 
payable. Under the agreement, the School pays the bank a fixed rate of interest at 4.145%, 
and the bank pays the School a variable rate of interest based on 2.25% plus LIBOR index on 
a monthly basis. The interest payments are based on the notional amount which is equal to 
the outstanding principal balance of the notes payable, which was $5,546,493, as of June 30, 
2020. In accordance with accounting principles generally accepted in the United States of 
America, the School recorded a liability of $541,285 as of June 30, 2020, which 
approximated the fair market value of the interest rate swap. An adjustment was recorded to 
properly state the swap liability at fair market value, and the amount was included in the gain 
(loss) from interest rate swap in the accompanying statements of activities and change in net 
assets. The amount of loss from interest rate swap incurred for the year ended June 30, 2020, 
was $546,125. 
 
The School had an interest rate swap agreement for its previous loan agreement during fiscal 
year 2019. The School recorded an asset of $4,840 as of June 30, 2019 and recognized an 
interest rate swap gain in the amount of $37,722 for the year ended June 30, 2019. 

 
8. RETIREMENT PLAN 
 

The School has a 403(b) plan. All full time employees who have reached the age of 21 and 
have been employed for more than one year are eligible to participate in this tax-deferred 
retirement plan (the Plan). The School’s contribution is 3% for employees with less than four 
years of experience and 5% thereafter. Employees may also make discretionary 
contributions. Pension expense totaled $190,210 and $172,637, for the years ended June 30, 
2020 and 2019, respectively. 

 
Supplemental Executive Retirement Plan 

 
Effective January 30, 2014, the School provided a noncontributory supplemental executive 
retirement plan (the SERP plan) for a certain executive under section 457(f) of the Internal 
Revenue Code of 1986, as amended. The School’s contributions to the SERP plan were 
established each year at the discretion of the Board of Directors. The participant was vested 
based on the provisions set forth in the SERP plan document, which was approved by the 
Board of Directors during fiscal year 2014. As of June 30, 2019, the School held $315,690, 
of deferred compensation in an account that was administered by the School, and recorded as 
other assets in the accompanying statements of financial position. All amounts were 
distributed to the participant during fiscal year 2020. 
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9. COMMITMENTS AND CONTINGENCIES 
 
 Leases 
  

In June 2018, the School entered into a 5-year lease with the Charter School Incubator 
Initiative to lease the first 2 floors of 5600 East Capitol St. NE, Washington, DC, principally 
for school space through 2023. Rental expense during the years ended June 30, 2020 and 
2019, totaled $519,812 and $360,194, respectively. 
 
Future minimum rental payments under the agreement as of June 30, 2020, were as follows: 
 

Years Ending June, Amount
2021 530,208$          
2022 540,812            
2023 551,628            
Total 1,622,648$       

 
Grants 
 
The School receives financial assistance from Federal agencies in the form of grants. The 
disbursement of funds received under these programs generally requires compliance with 
terms and conditions specified in the grant agreements and are subject to audit. Any 
disallowed claims resulting from such audits could become a liability of the School. The 
School’s administration believes such disallowance, if any, would be immaterial. 
 
The School receives a substantial portion of its revenue from the District of Columbia. If a 
significant reduction in this revenue should occur, it may have an effect on the School’s 
programs. During the years ended June 30, 2020 and 2019, the School earned revenue of 
$11,029,353 and $9,816,640, from the District of Columbia, which is 89% and 88%, 
respectively, of the total revenue and support. These amounts are reflected as per pupil 
allocation and Federal grants and entitlements in the accompanying statements of activities 
and change in net assets.  

 
Litigation 

 
The School may be subject to various claims and legal proceedings covering a wide range of 
matters that may arise in the ordinary course of its activities. Management believes that any 
liability that may ultimately result from the resolution of these matters will not have a 
material adverse effect on the financial condition or results of operations of the School. 
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Vendor Name Service Provided
Contract Value 

or Payments Related Party
BenefitMall Benefits/Insurance 596,575$          No

Charter School Incubator Initiative Lease 610,305            No
Performance Food Group NSLP 269,791            No

Paradigm Therapy Partners, LLC SPED services 191,679            No
Brad Corp Services, Inc. Cleaning 165,383            No

BB&T Loan 419,193            No
Office of Tax and Revenue Taxes 129,659            No

Grace Computer Solutions, LLC IT/E-rate 121,909            No
The Mecca Group SPED services 80,251              No

G. Cefalu & Bro., Inc National School Lunch Program 112,594            No
DC Public Charter School Board Admin Fees 102,798            No

AM Trust North America Benefits/Insurance 95,399              No
Windstream IT/E-rate 24,146              No

Clarence Bell-Aston School consultant 45,584              No
Barnes & Thornburg LLP Lawyer 76,306              No

TIAA-CREF Pension 287,730            No
Pathways Education Consultancy Education Consultant 160,345            No

Lakeshore Learning Materials Supplies 30,608              No
Bobby Caballero Reimbursement 47,089              No
CAPX Solutions Copier Services 29,562              No
SB & Company Auditing 36,940              No

Delta-T Group Virginia, Inc. Education Consultant 80,570              No
Living and Growing LLC SPED services 39,350              No

Further - Care First Health Care 68,407              No
Inspired Teaching Demonstration PCS IT/E-rate 42,000              No

International Baccalaureate Organization PD conference room rental 33,794              No
Cloverland Farms Dairy Utilities 31,335              No
Phillips Office Solutions Office Supplies 29,068              No

Office Depot Office Supplies 28,610              No
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON INTERNAL CONTROLS 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH  

GOVERNMENT AUDITING STANDARDS 
 
The Board of Trustees 
Elsie Whitlow Stokes Community Freedom  
Public Charter School 
 
Report on the Financial Statements 
 
We have audited in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, the financial statements of 
Elsie Whitlow Stokes Community Freedom Public Charter School (the School), which comprise 
the statement of financial position as of June 30, 2020, and the related statements of activities 
and change in net assets and cash flows for the year then ended, and the related notes to the 
financial statements and have issued our report thereon dated November 17, 2020.  
 
Internal Controls over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the School’s 
internal controls over financial reporting (internal controls) to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing an opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
School’s internal controls. Accordingly, we do not express an opinion on the effectiveness of the 
School’s internal controls. 
 
A deficiency in internal controls 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 controls, 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 controls that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal controls was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal controls that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit, we did 
not identify any deficiencies in internal controls that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the School’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 controls and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the School’s internal controls or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the School’s 
internal controls and compliance. Accordingly, this communication is not suitable for any other 
purpose.  

Washington, D.C. 
November 17, 2020 
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