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July 23, 2012

Ms. Meryl Hewett

Business Manager

and

Ms. Linda Jennlngs

Head of School

MOT Charter School

1156 Levels Road
Middietown, DE 19709-9078

Dear Ms. Hewett and Ms. Jennings:

We are pleased to conflrm our understanding of the services we are 1o provide the MOT Charier $chool for the
year ended June 30, 2012, We will audit the financial statements of the governmental activities, each maijor fund
and the aggregate remalning fund information, which collectively comprise the basic financial statements of the
MOT Charter School as of and for the year ended June 30, 2012. Accounting standards generally accepled in
the United States of America provide for cerlain required supplementary information (RSN, such as management's
discussion and onalysis (MD&A), 1o supplement the MOT Charter School's basic financial siatements. Such
information, although not a part of the basic financial statements, is required by the Govemmental Accounting
Standards Board who considers it 1o be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic or historical context. As parf of our engagement, we will
apply certain limited procedures to the MOT Charter School's RSl In accordance with auditing stondards
generally accepted in the United States of America. These limited procedures will consist of inquiries of
management regarding the methods of preparing the information and comparing the information for
consistency with management's responses 1o our inqulries, the basic financial statements, and olher knowledge
we obtdined during our audit of the basic financial siatements. We will not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinlon or provide any assurance. The following RSI is required by generally accepted accounting
principles and will be subjected to certain limited procedures, but will not be audited:;

*  Management's Discussion and Analysis
¢ Budget and Comparison Schedule - Governmental Funds

We have also been engaged fo report on supplementary information other than RSI that accompanies the MOT
Charter School’s financial stalements. We will subject the following supplementary information fo the auditing
procedures applied In our audit of the basic financial statements and cerfaln additional procedures, including
comparing and reconciling such Information directly to the underlying accounting and other records used fo
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 ond will provide an
opinion on It In relation to the financial statements as o whole:

* Combining Balance Sheet - General Fund
¢+ Combining Statements of Revenues, Expenditures and Changes in Fund Balances - General Fund
* Schedule of Expenditures by Natural Classification - Governmental Funds
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Audit Objectives

The objective of our audit is the expression of opinions as fo whether your basic financial sialements are fairly
presented, in all material respects, in conformity with accounting principles generally accepted in the United
States of America and to report on the fairmess of the supplementary information referred to in the second
paragraph when considered in relation to the financial statements @s a whole. Our audit will be conducted in
accordance with auditing standards generally accepled in the United States of America and the standards for
financial audits contained in Government Auditing Standards, issued by the Compftroller General of the United
States, and will Include tests of the accounting records of the MOT Charer School and other procedures we
consider necessary 10 enable us 1o express such opinions. If owr opinions on the financial statements are other
than unqualified, (unmodifled) we will discuss the reasons with you in advance. I, for any reason, we are unable
to complsete the audit or are unable to form of have not formed opinions, we may decline 1o express opinions or
to issue a report s a result of this engagement.

Iif circumstances oceur related to the condition of your records, the availability of sufficient, appropriate audit
evidence of the existence of a signlficant risk of matertal misstatement of the financlal statements caused by
error, fraudulent financial reporling or misappropriation of assets, which in our professional judgment prevent us
from completing the audit or forming an opinion on the financial statements, we retain the right to take any
course of acfion permitted by professional standards, including declining fo express an opinlon or issue a report,
or withdrawing from the engagement.

We will also provide a report (that does not include an oplnion) on internal control related to the financiol
statements and compliance with the provisions of laws, regulations contracts, and gront agreements,
noncompliance with which could have a matericl effect on the financial statements as required by Government
Auditing Standards. The report on internal control and compliance will include o slatement that the report is
Infended solely for the Information and use of management, the body or individuals charged with governance,
others within the entity, and specific legislative or regulatory bodles and Is not intended to be and should not be
used by anyone other than these specified parties. If during our audit we become aware that the MOT Charter
School is subject to an audit requirement that is not encompassed in the terms of this engagement, we will
communicate to management and those charged with governance that an audit in accordance with auditing
standards generally accepted in the United States of Amerlca and the standards for financial oudits contained in
overnment Auditing Standards may not satisfy the relevont legal, regulatory or contractual requirements.

Audit Procedures - General

An audit includes examining, on a fest basis, evidence supporting the amounts and discloswres in the financial
siatements; therefore, our audit will involve judgment about the number of transactions to be examined and the
areas to be tested, An audit also includes evaluating the appropriatenass of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evalualing the overall
presentation of the financial statements. We will plan and perform the audit 1o obtain reasonable rather than
absolute assurance about whether the financial statements are free of material misstalement, whether from (1)
efrors; (2) fraudulent financial reporting; (3) misappropriation of assets; or (4) violations of laws or governmental
regulations that are atiributable to the eniity or to acts by management or employees acting on behalf of the
entity, Because the defermination of abuse is subjective, Government Auditing Sfandards do not expect auditors
fo provide reasonable assurance of detecting abuse.

Because of the inhernt himitations of an audit, comblned with the inherent limitations of internal control, and
because we will not perform a detailed examination of all transactions, there is a risk that material misstalements
may exist and not be detected by us, even though the audit is properly planned and performed in accordance
with auditing standards generally accepted in the United States of Amerlca and Government Auditing Standards.
In addition, an audlt is not designed fo detect immaterial misstalements or violations of laws or govemmental
regulations that do not have a direct ond material effect on the financial statements. However, we will inform the
appropriate level of management of any material errors or any fraudulent financlal reporting or misappropriation
of assets thot come to our attention. We will also inform the appropriate level of management of any viclations of
laws or governmental regulations that come 1o our attentlon, uniess clearly inconsequential.  Our responsiblilty as
auditors is limited to the period covered by our audit and does not extend to any later periods for which we are
not engaged as auditors,
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Our procedures will include tests of documentary evidence supporting the fransactions recorded in the accounts
and may include tests of the physical existence of inventories and direct confirmation of receivables and cerfain
other assels and liabilities by comespondence with selected individuals, funding sources, craditors and financlal
institutions. We will request written representations from your attomeys as part of the engagement, and they may
bill you for responding to this inquiry. At the conclusion of our audit, we will require certain written representations
from you about the financlal statements and related matters.

Audit Procedures - Internal Controls

Our audit will include obtaining an understanding of the enlity and its environment, including internal conirol,
sufficient to assess the risks of material misstatement of the financlal statemenis ond 1o design the nature, timing
and extent of further audit procedures, Tests of controls may be performed to test the effectiveness of certain
controls that we consider relevant to preventing and detecting emmors and fraud that are material to the financial
statements and to preventing and detecting misstatements resulting from illegal acts and ofther noncompliance
matters that have o direct ond material effect on the financial statements. Our tests, if performed, will be less in
scope than would be necessary 10 render an opinion on internal confrol and; accordingly, no oplnion will be
expressed in our report on Internal control issued pursuant to Government Auditing Standards.

An audit is not designed fo provide assurance on internal contral or to identify significant deficiencies or material
weaknesses. However, dwing the audit, we will communicate to management and those charged with
governance intemal control related mafters that are required fo be communicated under AICPA professional
standards and Government Audifing Standards.

Audit Procedures - Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of malerial
misstaterment, we will perform tests of the MOT Charter School's compliance with the provisions of applicable laws,
regulations, confracts, agreements and grants. However, the objective of owr audit will not be to provide an
opinlon on overall compliance and we will not express such an opinion in our report on compliance issued
pursuant to Government Auditing Standards.

Management Responsibilities

Management is responsible for the basic financiol statements and all accompanying information as well as all
represeniations contained therein. As part of the audit, we will assist with preparation of your financial statements
and related notes. You are responsible for making ali management declslons and performing all management
functions relating to the financial statements and related notes and for accepting full responsibility for such
decisions. You will be required to acknowledge in the management representation lefter our assistance with
preparation of the financial statements and that you have reviewed and approved the financial stalements and
related notes prior to their issuance and have accepted responsibility for them. Further, you are required to
designate an individual with suitable skill, knowledge of experience 1o oversee any nonaudit services we provide
and for evaluating the adequacy and resulls of those services and accepting responsibliity for them.

Management is responsible for establishing and maintaining effective internal controls, including evaluating and
monitoring ongeolng activities, to help ensure that appropriate goals ond oblectives are met; for the selection and
application of accounting principles; and for the fair presentation in the financial statements of the respective
financial position of the governmental activities, each major fund and the aggregate remaining fund information
of the MOT Charter Schoo! and the respective changes in financial position and cash flows, where applicable, in
conformity with accounting principles generally accepted In the Unlted Stotes of America.

Management is also responsible for making all financial records and related information available to us and for
enswing that management Is reliable and financial information is reliable and properly recorded. You are also
responsible for providing us with (1) access to all information of which you are aware that is relevant to the
preparation and fair presentation of the financial statements, (2) additional information that we may request for
the purpose of the audit and (3) unrestricted access 1o persons within the governmment from whom we determine it
nacessary to obtain audit evidence. Your responsibilities alse include identifying significant vendor relationships
in which the vendor has responsibility for program compliance and for the accuracy and completeness of that
information. Your responsibilities include adjusting the financial statements fo correct material missiatements and
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for confirming to us in the wilen representation letter that the effects of any uncorected misstatements
aggregated by us during the cument engagement and pertaining to the latest period presented are Immaterial,
both individually and in the aggregate, to the financial statements taken as a whole.

You are responsible for the design and implementation of programs and controls to prevent and detect fraud
and for informing us about all known or suspected fraud affecting the government involving (1) management; (2)
employaes who have significant roles in internal control; and (3) others where the fraud or illegal acts could have
a material effect on the financlal statements. Your responsibilifies include Informing us of your knowledge of any
allegations of fraud or suspected fraud affecting the government received in communications from employees,
tormer employees, grantors, regulators or others. In addition, you are responsible for Identifying and ensuring that
the entity complies with applicable iaws, reguations, coniracts, agresments and granis and for taking timely and
appropriate steps to remedy any fraud, ilegal acls, violations of contracts or grant agreements or abuse that we
may report.

You are responsible for the preparation of the supplemeniary Information In conformity with accounting principles
generally accepled in the United States of America. You agree to include our report on the supplementary
information in any document that contains and indicates that we have repored on the supplementary
Information.  You also agree fo include the audited finoncial statements with any presentation of the
supplementary information that inciudes our report thereon. Youwr responsibilities include acknowledging to us in
the wiitten represeniation lefter that (1) you are responsible for presentation of the supplementary information in
accordance with GAAP; {2) that you believe the supplementary Information, including its form and content, is
fainy presented in accordance with GAAP; (3) that the methods of measurement or preseniation have not
changed from those used in the prior year (or, if they have changed, the reasons for such changes). and (4) you
have disclosed to us any significant assumptions or interpretations underlying the measuwement or presentation of
the supplementary information.

You are required to disclose in the financial statements the date through which subsequent events have been
evaluated and whether that date is the date the financial statements were issued or were available to be issued.
You agree that you will not date the subsequent event note earller that the date of the management
reprasentation lefter.

Management is responsible for establishing and maintaining o process for fracking the status of audit findings
and recommendations. Management is also responsible for identifing for us previous financial audits,
aftestation engagements, performance audlts or other studies related to the objectives discussed in the Audit
Objectives section of this letter. This responsibility includes relaying to us comective actions token to address
significant findings and recommendations resuling from those audits, altestation engagements, performance
audits or other studies. You are also responsible for providing management's views on our current findings,
conclusions and recommendations, as well as your planned corrective actions, for the report, and the fiming and
format for providing that information.

With regard to using our auditors’ report, you understand that you must obtain our prior written consent to
reprocluce or use o report in bond offering official statements or other documents.

With regard to the electionic dissemingtion of audited financial statements, inciuding financial staternents
published electronically on your website or any other website, you understand that electronic sites are a means
to distribute information and; therefore, we are not required 1o read the information conldined in these sltes of to
consider the consistency of other informetion in the electronic site with the orlginal document.

During the course of our engagement, we will request information and explanations from manogement
regarding, among other things, the Govemment's operatlons, infemnal controls, future plans, specific ransactions
and accounting systems and procedures. At the conclusion of our engagement, we will require, as a
precondition to the issuance of our report, that management provide certain representations in a written
representation letter. The procedures we will perform in our engagement and the conclusions we reach as a
basls for our report will be heavily influenced by the written and oral representatfions that we receive from
management, You agree that we shall not be responsible for ony clalm that may arise out of or relate fo any of
the written or oral representations relied upon by us in issuing our report 1o you,
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In addition, you further agree to indemnify and hold us harmless from any claim, demand or potential liability
and you agree to tender a defense (including providing counsel) on our behalf, reasonably acceptable to us, to
defend against any claim, demand or polential llabllity arising out of our services performed under this
engagement asserted, brought or commenced against us by any third party relating to or pertalning to any false
of misleading representations by any officer, director of member of your monagement team. I you fail to tender
a defense, you agree to pay all of our costs and atiorneys' fees incurred by us incident to defending against any
such claim, demand or potential liability asserted, brought or commenced against us by any third pary.
Additionally, you agree to relmburse us for any seftlement reached by us or any monetary award paid by us
{unless you have tendered the defense required herein) in the event any such claim, demand or polential liabillty
is asserted, brought or commenced against us by any third party.

You agree that any claim, dispute or cause of action that may arlse out of this engagement or relate, in any way,
to this engagement, prior to any clalm or cause of action being brought in any court or in any other proceeding,
must first be brought to the attention of our Managing Partner by written notice ("Informal Dispute Notice”) and
you agree to give the Managing Pariner at least twenty (20) days after receipt of your Informal Dispute Notice
time to resolve any such claim or dispule (“informal Dispute Procedure”).

After the explration of the Informal Dispute Procedure, you agree that any dispute not resolved must be submitted
to mandatory mediation and that the parties will engage In the mediation process in good faith. The mondatory
mediation process shall be initicted by a witlen demond given by either parly to the other pary in the
engagement which describes the noture and basis of the dispute or disputes o be mediated and what relief
and/or damages are sought. A mediation demand must be made within one hundred eighty (180) doys ofter the
Informal Dispute Nofice. Mediation shall be conducted in accordance with the Commercial Mediafion Rules of
the American Arbitration Association existing as of the date of the mediation demand ({*Medication Rules"). The
parties may agree to the selection of a mediator. However, if the parlies are unable o agree o the selection of
a mediater within twenty (20) days of the mediation demand (or such later fime as the parties may mutually
agres), such mediator shall be selected in accordance with the Meditation Rules. The Mediator selected must
have a minimum of ten (10) years tax law or similar experience. You shall advance the costs of the mediation
and we agree to relmburse you for one-half of such costs at the conclusion of the mediation process or as may
otherwise be mutually agreed during the mediation process. The mediation shall be confidential.

Any court action or other litigation shall be conducted only within the County of New Castle, Delaware. Delaware
law shall apply Irespective of any conflicts of laws rules. You agree and consent to personal jurisdiction in the
federal and state courts located in New Castle County, Delaware. The parties both agree to waive any right to a
trial by jury in any dispute.

Any claim or litigation arising out of this engagement, except solely for any claims by us for payment of amounts
due to us under our invoices, must be commenced within the earlier of (i) one (1) year from the accrual of such
claim or cause of action of (ii) one (1) year from the completion of the engagement, notwithstanding any statute
of limitafions or other statutory provision o the contrary. k is expréssly understood that the completion of the
engagement contemplated herein shall be deemed to have occurred upon dslivery of our audit report to you,
However, this period shall be deemed extended for ninety (90) days after the conciusion of the mediation
process if the parties were engaged In the mediation process on the date that the period to commence any
claim or litigation expires.

We shall not be liable for any incidental, consequential, punifive, exemplary or non-economic damages of any
sort. In addition, any damages shall be limited to the amount of professional fees paoid by you to us in
connection with this engagement and shall not exceed such amount, Additionally, such damages shall only be
required to be paid once and upon paying such damages, we shall have no further or other Habilily for any
damages. Assuch, we may agree to refund to you the amount you paid for our services in this engagement and
thereby discharge any further or other liabllity for any damages whatsoever without admitting any fault or liability.

Other Matiers

An auditor is required to be “independent” under applicable professional guidelines. If, at any time, our
independence is questioned, challenged or otherwise at risk, we reserve the right 1o immediately discontinue any
further services until such time as such independence issue is resolved to our satisfaction. You agree that you
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shall have no claim against us for any breach of this agreement if we, In good faith, cease performing work
under this engagement due to any issue of Independencs.

The parties agree that no third party beneficiaries are intended to be created by this engagement of by the work
performed by us in connection with this engagement. However, without limiting the applicability of all provisions
in an agreement fo any such person or enfity under applicable law, it Is expressly understood that any person or
entify claiming 1o be a third party beneflclory of our services under this engagement shall be bound by all of the
provisions of this engagement.

in the event we are required fo respond to any subpoenaq, court order or other legal process directing us to
produce documents and/or testimony (deposition, grand jury, trial or otherwise) related to knowledge of
Information we obtained and/or prepared related to, out of or during the course of this engagement, you agree
to compensate us for all fime expended by us, In the some manner gs set forth above in connection with such
response and 1o relmburse us all costs incurred in connection with such response at our usual rates in effect at
such time. We will notify you of the receipt of any such subpoena, court order or other legal precess, unless
prohibited by law, by forwarding same to your last known address in our billing recerds. Unless we receive from
you, at least a week before the response deadline in any such subpoena, court order or other legal process, a
cowt order quashing or olher evidence satisfactory 1o us in our sole discretion that such response deadiine Is
extended, we will respond to such subpoenaq, court order or other legal process.

Engagement Administration, Fees and Other

We understand that your employees will prepare all cash or other confirmations we request and will locate any
documents selected by us for testing.

We will provide copies of our reports to the MOT Charter School; however, management is responsible for
distribution of the reports and the financlal statements. Unless reskicted by law or reguiation, of containing
privileged and confidential information, copias of our reports are to be made avallable for public inspection.

The audit documentation for this engagement is the property of Barbacane, Thomton & Company LLP and
constittes confidentiol information. However, pursuant to authority given by law or regulation, we may be
requested to make certain audit documentation available to a regulator of its designee, a federal agency
providing direct or indirect funding, or the U.S. Government Accountabllity Office for purposes of a quality review
of the audit, to resolve audit findings or to carry out oversight responsibilities. We will nofify you of any such
request. If requested, access fo such audit documentation will be provided under the supervision of Barbacane,
Thomton & Company LLP personnel.  Furthermore, upon request, we may provide copies of selected audit
documentation to the aforementioned paries. These paries may intend, or decide, o distribute the copies or
information contained therein fo others, inciluding other governmental agencies. The Govemmeni dgrees to
compensate us for the time we expend In connection with such response and 10 reimburse us for all oul-of-
pocket costs incurred in that regard.

The audit documentation for this engagement will be retained for a minimum of five years after the report release
date of for any additional period requested by the regulator. If we are aware that a federal awarding agency or
auditee is contesting an audit finding, we will contact the party(ies) contesting the audit finding for guldance prior
to destroying the audit documentation.

Frank T. DeFroda, CPA is the engagement pariner and is responsible for supervising the engagement and signing
the repors or authorizing ancther individual to sign them. Our fee for these services will be at our standard hourly
rates plus out-of-pocket expenses. We estimate that our fees for the above services will be $11,650. Ow
standard hourly rates vary according to the degree of responsibility involved and the experience level of the
personnel assigned to your audit. Our invoices for these fees will be rendered each month as work progresses
and are payable upon presentation. Interest is charged at a rofe of 1% percent per month on past due invoices.
In accordance with our firm policies, work may be suspended if your account becomes 90 days of more overdue
and will not be resumed until your account is paid in full. I we elect 1o femminate our services for nonpayment,
our engagement will be deemed to have been completed upon written nofification of termination, even if we
have not completed our report(s). You will be obligated to compensate us for all time expended and 1o
reimburse us for all out-of-pocket expenditures through the date of termination. The suspension of termination of
our work may result in adverse consequences to you including your fdllure to meet deadlines imposed by
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governments, lenders or other third parties. You agree that we will not be responsible for your failure to meet such
deadilnes, or for pendties or inferest that may be assessed against you resulting from such failure, The above fee
is based on anficipated cooperdtion from your personnel and the assumption that unexpected clrcumsiances
wlll not be encountered during the audit. The fee does not Include a single audit in accordance with OMEB
Circular A-133. It significant additional fime is necessary, we will discuss It with you and arrive at a new fee
astimate before we incur the addifional costs.

You may request that we perform additional services not contemplated by this engagement letter. If this occurs,
we will communicate with you regarding the scope of the additional services and the estimaled fees. We also
may issue a separate engagement letter covering the additional services. In the absence of any olher writien
communication from us documenting such additional services, our services will continue 1o be govemned by the
terms of this engagement letier.

Our audit engagement ends on dellvery of our audit report. Any follow-up services that might be required will be
a separate, new engagement. The terms and conditions of that new engagement will be governed by a new,
specific engagement letler for that service.

This engagement lefter is contractual in nature and includes all of the relevant tferms that will govern the
engagement for which it has been prepared. The terms of this letter supersede any prior or contemporaneous
oral or written discussions, negoliations, representctions, promises or commitments by or between the parties. Any
modifications, changes of additlons to the terms set forth in this letter will only become effective if evidenced by a
writing slgned or transmifted by the parly against whom such amendment or modification Is sought 1o be
enforced clearly indicating assent to such amendment or modification.

Government Auditing Standards require that we provide you with a copy of our most recent external peer review
report and any letter of comment, and any subsequent peer review reports and leflers of comment received
during the period of the contract. Our 2011 peer review report accompanies this letter.
We appreciate the opportunity 10 be of service to the MOT Charter $chool and believe this lefter accurataly
summarizes the significant terms of our engagement. if you have any questions, please let us know. If you agree
with the terms of our engagement as described in this letter, please sign the enclosed copy and retum it to us.
Very truly yours,
Bsncanme; Tt 4 % LLP

+
BARBACANE, THORNTON & COMPANY LLP
/nrb
Enclosure

RESPONSE:

This letter comectly sets forth the understanding of the MOT Charter School.

Approved by

Meryl Hewett, Business Manager
Date
Approved by

Linda Jennings, Head of School
Date
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