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RWT

RASCO WINTER THOMAS

Independent Auditor’s Report

The Board of Directors
Arkansas Connections Academy, Inc.

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of each major governmental fund of
Arkansas Connections Academy, Inc. (the “Organization”) (a nonprofit organization), which
comprise the balance sheet—regulatory basis as of June 30, 2025, and the related statements of
revenues, expenditures, and changes in fund balances—regulatory basis and revenues, expenditures,
and changes in fund balances—budget and actual—general and special revenue funds—regulatory
basis for the year then ended, and the related notes to the financial statements (collectively, the
“financial statements™).

Unmodified Opinion on Regulatory Basis of Accounting

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective regulatory basis financial position of each major governmental fund of the Organization as
of June 30, 2025, and the respective regulatory basis changes in financial position and the respective
regulatory basis budgetary comparison for the general and special revenue funds for the year then
ended, in accordance with the accounting practices prescribed or permitted by Arkansas Code Ann.
§10-4-413 (c), as provided in Act 867 of 2019, as described in Note 1.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion
on U.S. Generally Accepted Accounting Principles section of our report, the financial statements
referred to in the first paragraph do not present fairly, in accordance with accounting principles
generally accepted in the United States of America, the financial position of the Organization as of
June 30, 2025, or the changes in its financial position for the year then ended.

Basis for Opinions

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 the Organization and to meet
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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 unmodified audit opinion on the regulatory basis of accounting and our adverse opinion
on U.S. generally accepted accounting principles.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1, the financial statements are prepared by the Organization in accordance with
the accounting practices prescribed or permitted by Arkansas Code Ann. § 10-4-413 (c) as provided
in Act 867 of 2019, which is a basis of accounting other than accounting principles generally
accepted in the United States of America, to meet the requirements of the State of Arkansas. The
effects on the financial statements of the variances between the regulatory basis of accounting
described in Note 1 and accounting principles generally accepted in the United States of America,
although not reasonably determinable, are presumed to be material and pervasive.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting practices prescribed or permitted by the State of Arkansas, and
Arkansas Code Ann. § 10-4-413 (c) as provided in Act 867 of 2019. Management is also responsible
for the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence
the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

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

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



e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Organization’s internal control. Accordingly, no such
opinion is expressed.

e 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 the Organization’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, is
presented for purposes of additional analysis and is not a required part of the financial statements.
Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of
expenditures of federal awards is fairly stated, in all material respects, in relation to the financial
statements as a whole.

Other Information

Management is responsible for the other information accompanying the financial statements. The
other information is comprised of the schedule of capital assets but does not include the financial
statements, supplementary information, and our auditor’s reports thereon. Our opinions on the
financial statements do not cover the other information, and we do not express an opinion or any
form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and
the financial statements, or the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 23,
2026, on our consideration of the Organization’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of the Organization’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Organization’s internal control over financial reporting and
compliance.

Rasco Winter Tienang

March 23, 2026



ARKANSAS CONNECTIONS ACADEMY, INC.

Balance Sheet — Regulatory Basis

June 30, 2025

Assets

Cash and cash equivalents
Accounts receivable
Other receivable

Total assets

Liabilities and Fund Balances

Liabilities:
Due to Pearson Online & Blended Learning K-12

Accounts payable and accrued liabilities
Total liabilities

Fund balances:
Unassigned
Total fund balances

Total liabilities and fund balances

See accompanying notes to the financial statements.

Governmental Funds

Major
General Special
Revenue Revenue

12,747,973 -
- 733,679

16,299 -
12,764,272 733,679
7,918,275 487,254
1,732,619 246,425
9,650,894 733,679

3,113,378 -

3,113,378 -
12,764,272 733,679




ARKANSAS CONNECTIONS ACADEMY, INC.

Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds — Regulatory Basis
For the Year Ended June 30, 2025

Revenues:
State assistance
Federal assistance
Other revenues
Total revenues

Expenditures:
Regular programs
Special education
Summer programs
Support services - students
Support services - instructional staff
Support services - general administration
Support services - school administration
Support services - repairs and maintenance
Support services - other

Total expenditures

Excess (deficit) of revenue over expenditures
Fund Balance - beginning of year

Fund Balance - end of year

See accompanying notes to the financial statements.

Major

General
Revenue

Special
Revenue

$ 37,795,913

4,929

2,495,768

37,800,842

2,495,768

31,508,586
3,985,403
1,614
231,152
289,498
848,026
1,781,043
10,313
211,538

1,637,700
858,068

38,867,173

2,495,768

(1,066,331)

4,179,709

§ 3,113,378




ARKANSAS CONNECTIONS ACADEMY, INC.

Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual — General and Special Revenue Funds — Regulatory Basis

For the Year Ended June 30, 2025

General
Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
State assistance $ 33,724,346 37,795,913 4,071,567
Federal assistance - - -
Other revenues 9,275 4,929 (4,346)
Total revenues 33,733,621 37,800,842 4,067,221
Expenditures:
Regular programs 29,098,783 31,508,586 (2,409,803)
Special education 2,454,462 3,985,403 (1,530,941)
Summer programs 23,499 1,614 21,885
Support services - students 193,731 231,152 (37,421)
Support services - mnstructional staff 185,397 289,498 (104,101)
Support services - general administration 787,500 848,026 (60,526)
Support services - school administration 1,812,806 1,781,043 31,763
Support services - repairs and maintenance 25,447 10,313 15,134
Support services - other 204,075 211,538 (7,463)
Total expenditures 34,785,700 38,867,173 (4,081,473)
Excess (deficit) of revenue over expenditures (1,052,079) (1,066,331) (14,252)
Fund balance - beginning of year 4,179,709 4,179,709 -
Fund balance - end of year $ 3,127,630 3,113,378 (14,252)

See accompanying notes to the financial statements.
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Special Revenue

Variance
Favorable
Budget Actual (Unfavorable)
2,273,233 2,495,768 222,535
2,273,233 2,495,768 222,535
1,341,076 1,637,700 (296,624)
878,574 858,068 20,506
5,000 - 5,000
20,000 - 20,000
28,583 - 28,583
2,273,233 2,495,768 (222,535)




ARKANSAS CONNECTIONS ACADEMY, INC.

Notes to the Financial Statements
June 30, 2025

(1) Summary of Significant Accounting Policies

Arkansas Connections Academy, Inc. (the “Organization”) is a full-time statewide virtual
public charter school for grades K-12 that provides to its students a complete public school
experience, focusing on the student’s academic growth, social and emotional needs, and
post-secondary goals. The Organization is governed by a founding Board of Directors who
all have a background in academia. The Organization receives a majority of its funding
from state grants.

Description of Funds: Major governmental funds (per the regulatory basis of accounting)
are defined as General and Special Revenue.

General Fund - is the Organization’s primary operating fund. It accounts for all
financial resources of the school, except those required to be accounted for in
another fund.

Special Revenue Fund — accounts for specific revenue, such as federal grants and
capital outlay funding that are legally restricted to expenditures for particular
purposes.

Measurement Focus and Basis of Accounting: The financial statements are prepared in
accordance with a regulatory basis of accounting (RBA), which is an Other Comprehensive
Basis of Accounting (OCBOA). This basis of accounting is prescribed by Arkansas Code
Annotated § 10-4-413(c), as provided in Act 867 of 2019, and requires that financial
statements be presented on a fund basis with, as a minimum, the general fund and special
revenue fund presented separately and all other funds included in the audit presented in the
aggregate. The law also stipulates that the financial statements consist of a balance sheet;
statement of revenues, expenditures, and changes in fund balances; a comparison of the
final adopted budget to the actual revenues and expenditures for the general fund and
special revenue funds of the entity; notes to the financial statements; and a supplemental
schedule of capital assets, including land, buildings, and equipment. The law further
stipulates that the State Board of Education shall promulgate the rules necessary to
administer the regulatory basis of accounting.

The RBA is not in accordance with generally accepted accounting principles (GAAP).
GAAP requires that basic financial statements present government-wide financial
statements. Additionally, GAAP requires the following major concepts: Management’s
Discussion and Analysis; accrual basis of accounting for government-wide financial
statements, modified accrual basis of accounting for fund financial statements, separate
financial statements for fiduciary fund types, separate identification of special and
extraordinary items, inclusion of capital assets and debt in the financial statements,
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inclusion of the net pension liability in the financial statements, specific procedures for the
identifications of government funds, and applicable note disclosures. The RBA does not
require government-wide financial statements or the previously identified concepts.

The accompanying financial statements are presented on a fund basis. A fund is defined as
a fiscal and accounting entity with a self-balancing set of accounts, which are segregated
for purposes of recording specific activities or attaining certain objectives. Revenues are
reported by major sources and expenditures are reported by major function.

Revenue and Expenditure Recognition Policies: Revenues are recognized when they
become susceptible to accrual in accordance with the RBA. Expenditures shall be reported
when the related liability is incurred. Such expenditures should not include accruals for
interest payable, compensated absences, prepaid expense, or inventories.

Capital Assets: On the Statement of Revenues, Expenditures, and Changes in Fund
Balances, capital assets purchased are recorded as expenditures in the applicable fund at the
time of purchase.

Information on capital assets and related depreciation is reported on the Schedule of Capital
Assets. On this schedule, capital assets are capitalized at historical cost or estimated
historical cost, if actual data is not available. Donated capital assets are reported at fair
value when received. The Organization maintains a threshold level of $1,000 for
capitalizing equipment. No salvage value is taken into consideration for depreciation
purposes. All capital assets are depreciated using the straight-line method over the
following useful lives:

Estimated Useful
Asset Class Life in Years
Equipment 5
Leasehold Improvements 5-6

Tax Exempt Status: The Organization is exempt from income taxes pursuant to Section
501(c)(3) of the Internal Revenue Code and comparable provisions of state income tax
laws.

Fund Balance Classification: GASB Codification Section 1800.142, Fund Balance
Reporting and Governmental Fund Type Definitions, defines different types of fund
balances that a governmental entity must use for financial reporting purposes.
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GASB requires the fund balance amounts to be reported within one of the following fund
balance categories:

Nonspendable Fund Balance — includes amounts that are not in a spendable form
or are required to be maintained intact. The Organization did not have any
nonspendable fund balances at year end.

Restricted Fund Balance — includes amounts that can only be spent for the
specific purposes stipulated by the constitution, external resources providers, or
through enabling legislation. The Organization did not have any restricted fund
balances at year end.

Committed Fund Balance — includes amounts that can only be used for specific
purposes determined by a formal action of the School Board of Governance. The
Organization did not have any committed fund balances at year end.

Assigned Fund Balance — includes amounts intended to be used by the
Organization’s management for specific purposes but does not meet the criteria
to be classified as restricted or committed. The Organization did not have any
assigned fund balances at year end.

Unassigned Fund Balance — includes the residual amount for the Organization’s
general fund and includes all spendable amounts not contained in the other
classifications.

For the purpose of fund balance classifications, the Organization’s policy is to have
expenditures spent from restricted fund balance first, followed in order by committed fund
balance, assigned fund balance, and lastly unassigned fund balance.

Budget and Budgetary Accounting: As required by State statutes, the Organization
prepares an annual budget that is filed with the Arkansas Department of Education (ADE).
The budget is required to be approved by the Organization’s Board and submitted to the
ADE no later than September 30 of each year. Budget amendments, if any, are not
required to be submitted for approval to ADE. The Organization’s budget is prepared
utilizing the same basis of accounting described in Note 1.

Use of Estimates: The preparation of financial statements in conformity with the regulatory
basis of accounting requires management to make estimates and assumptions that affect
reported amounts of certain assets and liabilities and various disclosures in the financial
statements. Accordingly, actual results could differ from those estimates.

Cash Deposits with Financial Institutions

Arkansas statutes allow each local school the right to determine the depositories in which
to deposit school funds and the amounts and type of investments in which to invest school
funds, provided however, that investments are limited specifically to bonds or notes of the
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United States of America, general obligation bonds of the State of Arkansas, or bank
certificates of deposit. At June 30, 2025, the Organization’s cash consisted of a demand
deposit at one local depository bank.

Custodial credit risk is the risk that in the event of a bank failure, an organization’s deposits
may not be returned to it. The Organization’s deposit policy for custodial credit risk
requires compliance with the provisions of state law.  Arkansas law requires
collateralization of all deposits with federal depository insurance (FDIC), a surety bond;
U.S. Treasury and U.S. agencies and instrumentalities bonds or other obligations; the bonds
of the State of Arkansas, or by bonds of a political subdivision thereof which has never
defaulted on any of its obligations, in an amount at least equal to the amount of such
deposit or by a bond executed by a surety company authorized to do business in the State of
Arkansas.

As of June 30, 2025, the bank balance of the Organization’s demand deposit account was
$12,747,973, all of which was insured or collateralized.

Accounts Pavable and Accrued Liabilities

The accounts payable and accrued liabilities of $1,979,044 at June 30, 2025 was comprised
of the following:

Governmental Funds
Major
Special
Description General Revenue
Vendor payables $ 57,810 -
Payroll and related liabilities 1,674,809 246,425
Total $ 1,732,619 246,425

Operating Lease

The Organization entered into an agreement to lease office space under a non-cancellable
operating lease. As of June 30, 2025, the lease expiration date was August 31, 2026.

12
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Minimum future rental payments under the non-cancellable operating lease, during the
years subsequent to June 30, 2025, were as follows as of June 30, 2025:

Year Ending June 30, Total
2026 $ 97,593
2027 16,319
Total $ 113,912

Rental payments for the operating lease described above were approximately $95,670 for
the year ended June 30, 2025.

Significant Concentration

The Organization is economically dependent upon funding received through state and
federal assistance. Approximately 99.99% of total revenue was from state and federal
sources for the year ended June 30, 2025.

Retirement Plan

Plan Description: The Organization contributes to the Arkansas Teachers Retirement
System (ATRS), a cost sharing multiple-employer defined benefit pension plan that covers
all Arkansas public school employees, except certain non-teachers hired before July 1,
1989. ATRS, administered by a Board of Trustees, provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Benefit provisions are established by State law and can be amended only by
the Arkansas General Assembly. The Arkansas Teachers Retirement System issues a
publicly available financial report that included financial statements and required
supplementary information for ATRS. That report may be obtained by writing to Arkansas
Teachers Retirement System, 1400 West Third Street, Little Rock, Arkansas 72201 or by
calling 1-800-666-2877.

Funding Policy: ATRS has contributory and noncontributory plans. Contributory
members are required by law to contribute 6% of their salaries. Each participating
employer is required by State law to contribute at a rate determined by the Board of
Trustees, based on the annual actuarial valuation. The current employer rate is 15% of
covered salaries, the maximum allowed by State law. The Organization’s contribution to
ATRS for the year ended June 30, 2025, was $1,674,476, equal to the required contribution
for the year.

Net Pension Liability: The Arkansas Department of Education has stipulated that, under
the regulatory basis of accounting, the requirements of Governmental Accounting
Standards Board Statement No. 68 would be limited to disclosure of the Organization’s
proportionate share of the collective net pension liability.  The Organization’s
proportionate share of the collective net pension liability at June 30, 2024 (most recent
actuarial valuation date and measurement date) was $9,490,031.
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Contingencies

The Organization participates in federally assisted grant programs. The Organization is
potentially liable for expenditures, which may be disallowed pursuant to the terms of these
grant programs. Management is not aware of any material items of non-compliance which
would result in the disallowance of program expenditures.

On-Behalf Payments

During the year ended June 30, 2025, no payments were made by the Arkansas Department
of Education to third parties on behalf of the Organization or its employees.

Connections Education - Pearson Virtual Schools USA Services Agreement

The Organization is party to a Statement of Agreement with Pearson Virtual Schools USA
(Pearson), formerly known as Connections Education, that expires on June 30, 2026. The
Statement of Agreement grants Pearson the power and authority, on behalf of the
Organization and consistent with federal and Arkansas law, to prepare the Organization’s
annual budget; to perform personnel functions such as staffing, evaluation, and training; to
review monthly financial statements and budgets; to provide initial training and set up
financial systems; to conduct periodic review of financial systems; to establish, implement,
and evaluate an educational program and curriculum for the Organization; to conduct
professional development; to select instructional materials, equipment, and supplies; and to
take such other actions that may be necessary or desirable to properly and efficiently
operate the Organization.

For those services, Pearson shall invoice the Organization monthly. Payment is due within
five (5) business days by action of the Governing Council, which shall use its best efforts to
review and approve invoices within thirty (30) days of receipt. Pearson may charge interest
at the rate of one and one half percent (1.5%) per month for any invoices over sixty days,
unless such failure to pay is the result of funds being withheld from the Organization due to
failure by Pearson to perform under the terms of the Statement of Agreement. During the
year ended June 30, 2025 fees and reimbursements totaled approximately $41,050,000.

The Statement of Agreement provides that the Organization and Pearson can negotiate a
reduction in the service fees billed to the Organization, if the school’s expenditures are
projected to exceed its funding, which would result in a cumulative net asset deficit on its
audited financial statements. No such discretionary service credit was earned during the
year ended June 30, 2025.

Risk Management

The Organization 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.
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The Organization carries commercial insurance for directors and board liability, and student
accident. There have been no settled claims that exceeded this commercial coverage in the
current year.

The Organization participates in the Arkansas Fidelity Bond Trust Fund administered by
the Governmental Bonding Board. The program provides coverage for actual losses
sustained by its members through fraudulent or dishonest acts committed by officials or
employees. Each loss is limited to $250,000 with a $1,000 deductible. Premiums for
coverage are paid by the Chief Fiscal Officer of the State of Arkansas from funds withheld
from the Public School Fund.

Subsequent Events

The Organization has evaluated subsequent events through March 23, 2026, the date which
the financial statements were available to be issued.

15



SUPPLEMENTARY AND OTHER INFORMATION



ARKANSAS CONNECTIONS ACADEMY, INC.

Schedule of Capital Assets

June 30, 2025
(Unaudited)
June 30, 2025

Depreciable capital assets:

Equipment $ 14,563

Leasehold improvements 96,961
Less accumulated depreciation:

Equipment (11,697)

Leasehold improvements (85,976)
Capital assets, net $ 13,851

See independent auditor’s report.
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ARKANSAS CONNECTIONS ACADEMY, INC.

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2025

Pass through Federal Total
Agency Assistance Federal
Federal Grantor/Pass-through Agency/Program  ID Number Listing Number  Expenditures

U.S. Department of Education:
Arkansas Department of Education:

Title I Grants to Local Educational
Agencies (Title I, Part A of The ESEA) 6501 84.010A $ 1,588,300

Education for Homeless Children and
Youths Program 6530 84.196A 21,438

American Rescue Plan - Elementary and
Secondary School Emergency Relief
(ARP ESSER) Fund 6795 84.425U 27,962

Special Education Cluster (IDEA):

Special Education - Grants to States

(IDEA, Part B) 6702 84.027 850,618

Special Education - Preschool Grants

(IDEA Preschool) 6710 84.173 7,450
Total Special Education Cluster (IDEA) 858,068
Total Expenditures of Federal Awards $ 2,495,768

See accompanying notes to the schedule of expenditures of federal awards.
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ARKANSAS CONNECTIONS ACADEMY, INC.

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2025

(A) Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal award activity of Arkansas Connections Academy, Inc. (the Organization) under
programs of the federal government for the year ended June 30, 2025. The information in the
Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a
selected portion of the operations of the Organization, it is not intended to and does not present
the financial position, changes in fund balances, or cash flows of the Organization.

(B) Summary of Significant Accounting Policies

Expenditures reported on the schedule are reported on the regulatory basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.

(C) Indirect Cost Rate

Arkansas Connections Academy, Inc. has elected not to use the 10% de minimis indirect cost
rate allowed under the Uniform Guidance.

(D) Subrecipients

Of the federal expenditures presented in the Schedule, none were provided to subrecipients.
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RASCO WINTER THOMAS

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

The Board of Directors
Arkansas Connections Academy, Inc.

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 each major governmental fund of Arkansas Connections Academy, Inc., (the
“Organization”) (a nonprofit organization), which comprise the balance sheet—regulatory basis
as of June 30, 2025, and the related statements of revenues, expenditures, and changes in fund
balances—regulatory basis and revenues, expenditures, and changes in fund balances—budget and
actual—regulatory basis for the year then ended, and the related notes to the financial statements,
and have issued our report thereon dated March 23, 2026.

We issued an adverse opinion because the Organization prepared the financial statements on the
basis of the financial reporting provisions of Arkansas Code Ann. § 10-4-413(c) as provided in
Act 867 of 2019, which is a basis of accounting other than accounting principles generally
accepted in the United States of America. The effects on the financial statements of the variances
between the regulatory basis of accounting and accounting principles generally accepted in the
United States of America, although not reasonably determinable, are presumed to be material.
However, the financial statements present fairly, in all material respects, the respective
regulatory basis financial position of each major governmental fund information of the
Organization’s as of June 30, 2025, and the respective regulatory basis changes in financial
position thereof and the respective regulatory basis budgetary comparison for the general and
special revenue funds for the year ended, on the basis of accounting described in Note 1.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
Organization’s internal control over financial reporting (internal control) as a basis for designing
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Organization’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the Organization’s internal control.
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A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the Organization’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 Organization’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

&5&9 Winte T]’?Fﬂﬂn;

March 23, 2026
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RASCO WINTER THOMAS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR THE MAJOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

The Board of Directors
Arkansas Connections Academy, Inc.

Report on Compliance for the Major Federal Program
Opinion on the Major Federal Program

We have audited Arkansas Connections Academy, Inc.’s compliance with the types of
compliance requirements identified as subject to audit in the OMB Compliance Supplement that
could have a direct and material effect on Arkansas Connections Academy, Inc.’s major federal
program for the year ended June 30, 2025. Arkansas Connections Academy, Inc.’s major federal
program is identified in the summary of auditor’s results section of the accompanying schedule
of findings and questioned costs.

In our opinion, Arkansas Connections Academy, Inc. (the “Organization”) complied, in all
material respects, with the types of compliance requirements referred to above that could have a
direct and material effect on its major federal program for the year ended June 30, 2025.

Basis for Opinion on the Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States; and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Our responsibilities under those standards and the Uniform Guidance are further
described in the Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the Organization and to meet our other ethical
responsibilities, in accordance with 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 opinion on compliance for the major federal program. Our audit does not provide a legal
determination of the Organization’s compliance with the compliance requirements referred to
above.
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Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules, and provisions of contracts or grant agreements
applicable to the Organization’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with
the compliance requirements referred to above occurred, whether due to fraud or error, and
express an opinion on the Organization’s compliance based on our audit. 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, Government Auditing
Standards, and the Uniform Guidance will always detect material noncompliance when it exists.
The risk of not detecting material noncompliance resulting from fraud is higher than for that
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that,
individually or in the aggregate, it would influence the judgment made by a reasonable user of
the report on compliance about the Organization’s compliance with the requirements of the
major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government
Auditing Standards, and the Uniform Guidance, we:

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

e Identify and assess the risks of material noncompliance, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the Organization’s compliance
with the compliance requirements referred to above and performing such other
procedures as we considered necessary in the circumstances.

e Obtain an understanding of the Organization’s internal control over compliance relevant
to the audit in order to design audit procedures that are appropriate in the circumstances
and to test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of the
Organization’s internal control over compliance. Accordingly, no such opinion is
expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.
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Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the Auditor’s Responsibilities for the Audit of Compliance section above and was not designed
to identify all deficiencies in internal control over compliance that might be material weaknesses
or significant deficiencies in internal control over compliance. Given these limitations, during
our audit we did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above. However, material weaknesses or
significant deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other

purpose.

Rasco Winker Tienng

Little Rock, Arkansas
March 23, 2026
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ARKANSAS CONNECTIONS ACADEMY, INC.

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2025

I. SUMMARY OF INDEPENDENT AUDITOR’S RESULTS

A. Type of Report Issued on the Financial Statements:

The independent auditor’s report expresses an adverse opinion based on generally accepted
accounting principles, and an unmodified opinion based on the regulatory basis of
accounting, on the financial statements of Arkansas Connections Academy, Inc. (the
“Organization”), as of and for the year ended June 30, 2025.

B. Internal Control Over Financial Reporting:

The independent auditor’s report on internal control over financial reporting disclosed no
significant deficiencies, and no material weaknesses were identified.

C. Noncompliance Material to the Financial Statements:

The audit disclosed no instances of noncompliance material to the financial statements of
the Organization, which would be required to be reported in accordance with Government
Auditing Standards, as of and for the year ended June 30, 2025.

D. Internal Control Over Compliance:

The independent auditor’s report on internal control over compliance with compliance
requirements applicable to the major federal program disclosed no significant deficiencies,
and no material weaknesses were identified.

E. Type of Report Issued on Compliance for the Major Federal Program:

The independent auditor’s report on compliance expresses an unmodified opinion on the
Organization’s compliance with compliance requirements that could have a direct and
material effect on its major federal program for the year ended June 30, 2025.

F. Findings Relating to the Financial Statement Audit:

The audit disclosed no findings relating to the financial statement audit required to be
reported in accordance with 2 CFR 200.516(a).
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ARKANSAS CONNECTIONS ACADEMY, INC.

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2025

(continued)
G. Major Program:
Federal Assistance
Listing Number Name of Federal Program
84.010A Title I Grants to Local Educational Agencies (Title I, Part A of The ESEA)

H. Threshold for Distinguishing Between Type A and Type B Programs:

The threshold for distinguishing between Type A and Type B programs was $750,000 for
the year ended June 30, 2025.

1. Qualification of Auditee as a Low-Risk Auditee:

The Organization was determined to qualify as a low-risk auditee under applicable
provisions of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, for the year
ended June 30, 2025.
I1. FINANCIAL STATEMENT FINDINGS
No matters were reported.

ITII. FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

No matters were reported.
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RASCO WINTER THOMAS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
ARKANSAS STATE REQUIREMENTS

To the Board of Directors
Arkansas Connections Academy, Inc.

We have examined management’s assertion that Arkansas Connections Academy, Inc. (the
“Organization”) substantially complied with the requirements of Arkansas Code Annotated 6-1-
101 and the applicable laws and regulations, including those listed in the accompanying schedule
of statutes required by the Arkansas Department of Education to be addressed in independent
auditor’s report on compliance, during the school year ended June 30, 2025. Management is
responsible for the Organization’s compliance with those requirements. Our responsibility is to
express an opinion on management’s assertions about the Organization’s compliance with the
applicable requirements based on our examination.

Our examination was conducted in accordance with attestation standards established by the
AICPA. Those standards require that we plan and perform the examination to obtain reasonable
assurance about whether management’s assertion about compliance with the requirements of
Arkansas Code Annotated 6-1-101 is fairly stated, in all material respects. An examination
involves performing procedures to obtain evidence about whether management’s assertion is
fairly stated, in all material respects. The nature, timing, and extent of the procedures selected
depend on our judgment, including an assessment of the risks of material misstatement of
management’s assertion, whether due to fraud or error. We believe that the evidence we obtained
is sufficient and appropriate to provide a reasonable basis for our opinion.

We are required to be independent and to meet our other ethical responsibilities in accordance
with relevant ethical requirements relating to the examination engagement. Our examination
does not provide a legal determination on Arkansas Connection Academy’s compliance with the
specified requirements.

In our opinion, management’s assertion that Arkansas Connections Academy, Inc. substantially
complied with the requirements of Arkansas Code Annotated 6-1-101 and the applicable laws
and regulations, including those listed in the accompanying schedule of statutes required by the
Arkansas Department of Education to be addressed in the independent auditor’s report on
compliance, during the school year ended June 30, 2025 is fairly stated, in all material respects.

This report is intended solely for the information and use of the Board of Directors, management,

and the Arkansas Department of Education and is not intended to be and should not be used by
anyone other than these specified parties.

Rasco Winker Tienans

March 23, 2026
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ARKANSAS CONNECTIONS ACADEMY, INC.

Schedule of Statutes Required by Arkansas Department of Education
to be Addressed in Independent Auditor’s Report on Compliance
For the Year Ended June 30, 2025

Description

Bidding and Purchasing Commodities
Ethical Guidelines and Prohibitions
Collateralization and Investment of Funds
Deposit of Funds
District Finances

® School Debt

® District School Bonds

e Petty Cash

® Investment of Funds
Management of Schools

® Board of Directors

e District Treasurer

® Warrants/checks
Management Letter for Audit
Nonrecurring Salary Payments
Revolving Loan Fund
Classified Employees
School Elections

Teachers and Employees
® Personnel Policies
® Employment and Assignment
® Teacher Licensure / Background Checks
® Teacher Contracts
® Employee Sick Leave
* Minimum Wage Act
Teachers Salaries and Foundation Funding Aid

Education Excellence Trust Fund
Use of Contractors, Improvement Contracts
Use of DM&O Millage

See independent auditor’s report.

Statutes

6-21-301 - 6-21-305; 6-13-628
6-24-101 et seq.

6-20-222; 19-1-504

19-8-104; 19-8-106

6-20-402
6-20-1201 - 6-20-1208; 6-20-1210
6-20-409
19-1-504

6-13-608; 6-13-611 - 6-13-613;
6-13-617 - 6-13-620; 6-13-622
6-13-701

6-17-918; 6-17-919; 6-20-403
14-75-101 - 14-75-104

6-20-412

6-19-114; 6-20-801 et seq.
6-17-2201 et seq.; 6-17-2301 et seq.
6-13-630; 6-13-634; 6-14-106;
6-14-109; 6-14-118

6-17-201 et seq.; 6-17-2301

6-17-301 et seq.

6-17-401 et seq.

6-17-801 et seq.

6-17-1201 et seq.; 6-17-1301 et seq.
11-4-213; 11-4-218; 11-4-403; 11-4-405
6-17-803; 6-17-907 - 6-17-908; 6-17-911 - 6-17-913;
6-17-918 - 6-17-919; 6-17-2401 et seq.
6-5-307

22-9-201 - 22-9-205

26-80-110

(continued)
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ARKANSAS CONNECTIONS ACADEMY, INC.

Schedule of Statutes Required by Arkansas Department of Education
to be Addressed in Independent Auditor’s Report on Compliance
For the Year Ended June 30, 2025 - Concluded

Description Statutes
On Behalf Payments The amount of funds paid by the Arkansas Department

of Education to the Employee Benefits Division, on-
behalf of District's employees.

Regulatory Basis of Accounting 10-4-413(c)

Real Estate and Personal Property Tax Appeals 26-35-802

School District Procurement Law 6-21-301 et. seq.; 19-11-206; 19-11-249

Fiscal Accountability 6-20-1901, et seq.

Enhanced Student Achievement Funding ESA 6-20-2305(B)(4)(F)(T)

Limitation of Fund Balances 6-20-2210

CARES Act (Covid-19) Education Funding See CARES Act page at dese.ade.arkansas.gov
Charter Facilities Funding 6-23-908

Pursuant to the Division of Elementary and Secondary Education Rules Governing Publicly
Funded Educational Institution Audit Requirements, a private independent audit not conducted
by Legislative Audit shall include at a minimum: review, and comments, and findings on
substantial compliance with the above-mentioned law.

The Annual Financial Report shall be presented pursuant to all financial statement requirements
under state or federal law. The financial statement presentation shall comply with Arkansas
Codes §§ 6-1-101 et seq. and 10-4-413(c), with GASB 84, 87, 90, 93, 96, 100, 102 and with
Implementation Guides 2019-1 and 2019-2, as applicable.

The financial statement presentation shall adhere to the division's Rules Governing the
Regulatory Basis of Accounting and Rules Governing Publicly Funded Educational Institution
Audit Requirements, as applicable.

See independent auditor’s report.
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