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Introduction and Acknowledgments

The origins of this study are from the SRCA Board of Directors Finance Committee. The
purpose is to provide a comprehensive review of the operations taking place on the Dellwood
campus. While the Finance Committee commissioned this report, the request was for the report
to be comprehensive to the mission of the school. With this consideration, academic offerings
and outcomes were also factored into this report.

In following the expectations of the Finance Committee, this report does not come with
recommendations or mandates. The purpose of the report is to provide real-time information so
that the Board of Directors may best understand the financial health of the organization with
special consideration given to the Dellwood campus and the high school program.

To generate a comprehensive report of this complexity, several individuals contributed to
collecting and organizing the information that is within this report. Thank you to each of the
following who dedicated time and expertise beyond the scope of their daily duties to make this
study possible:

Travis Gresham, Finance Director

Terri Inman, High School Lead Teacher

William VanHook, Associate Director — Finance, CSP
Alex Varner, Student Information Officer

Ben Weimar, Facilities Director

Christina White, Instructional Coach

Heather Wilson, School Director

This report is respectfully submitted for review by the full SRCA Board of Directors on January
28, 2026.

Joshua F. Morgan
Head of School
Shining Rock Classical Academy
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Historical Summary

The Beginning

SRCA was awarded an initial charter and began operating as a K-6 school in August of 2015.
The first year of the school was conducted on the grounds of Lake Junaluska Assembly (LJA),
primarily in the Shackford Hall building. An agreement was reached by SRCA to rehabilitate the
property of the former motor lodge on Dellwood Road which was also owned by LJA for the
purpose of leasing this property as a school facility.

The rehabilitation of the property was successful, and four modular units were placed on the
property. One unit is an office pod consisting of a main lobby area and two individual offices.
The remaining three units are classroom units of similar sizes.

SRCA moved onto the property during the 2016-17 school year with an enrollment of just over
300 students in grades K-7. Over the next two school years, 8" grade was also added and
enrollment stabilized near 400 students.

The lease agreement with LJA was for a 10-year period with mutual options to renew. The
relationship and collaboration with LJA have been exceptional and from the perspective of
SRCA beneficial to all parties.

Need for Permanence

In the late 2010’s, several school years saw enrollment above 400 students, with one year as high
as 419. The capacity to continue programming was beginning to be hampered by the lack of
space to add instructional staff. To maximize space, both art and music were forced to abandon
their classrooms and provide instruction in homerooms with their materials on a cart. The ability
to increase enrollment to meet the application capacity was maximized, however the ability to
increase beyond the 420 threshold was going to remain limited with the current facility.

The SRCA Board was faced with a facility problem that would have an impact on long-term
growth capacity. An initial effort to build a permanent facility at the inception of the school failed
for a few reasons, with a traffic study of the proposed location being the final action to end that
effort. Further opportunities were pursued, with efforts to repurpose existing buildings along
with open property to build being considered.

In 2019, SRCA was able to secure 3™ party financing that would allow for the purchase of land
with the capacity to build a permanent facility. Land was secured and a building constructed that
would allow for an increased capacity along with the ability to expand on the proposed building
in the future as needs presented themselves. This land and building are what is now considered
the main campus on Russ Avenue.

Facility Management

With the construction of the Russ Ave. campus complete, the Board needed to decide what to do
with the Dellwood campus. After considering a number of options that included selling the
modular units and returning the property to LJA as stipulated in the lease agreement, the decision
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was made to explore converting one of the classroom units into a pre-K facility which would
allow SRCA to continue to control the property while mitigating the lease expense with a second
revenue stream. For compliance purposes, the most effective way to initiate a pre-K would be as
a separate entity from SRCA.

In July 2021, Shining Rock Junior Academy (SRJA) was incorporated and began operation on
the Dellwood campus. While there have been collaborative efforts throughout the shared history
of the organizations, SRJA has operated as an independent entity from SRCA. SRJA has
maintained its own board of directors, budgets, and staffing functions.

As the enrollment growth continued at Russ Ave, it became clear that the vacant buildings on
Dellwood could be utilized to operate the high school operations without negatively impacting
the growth of the K-8 programs. In 2022, the high school grades were moved to the Dellwood
campus and have continued to expand from one of the buildings, to both available classroom
units.

Current Dellwood Status

As of January 2026, the SRCA high school occupies the office building and classroom buildings
A and C. Building B is now vacant with the closure of SRJA in September 2025.

SRJA terminated their lease with SRCA and ended operations effective September 30, 2025. This
was after the director resigned and the board was unable to rehire for the director’s position.
There were also classroom teaching positions that were vacant and the board was unable to fill
these positions as well, and for these reasons they made the decision to close. SRCA is now in
control of B building and all the remaining contents.

External Factors Since 2018

In evaluating the sustainability of moving forward, a review of how the projections developed
for taking on the responsibility of a permanent facility held compared to predictions. While there
is always an expectation that projections will be off by an acceptable percentage, unfortunately
there have been external factors beyond the control of SRCA that have impacted the entire
community and in turn the projections. While the pandemic resulting from Covid-19 had an
adverse impact on the Haywood County community in a manner similar to other global areas,
there have been additional factors that require further attention that are specific to this region.
These negative factors are driven by weather events and employment opportunities.

Weather Events

In August 2021, Tropical Storm Fred crossed Western North Carolina. While flooding was
significant and widespread, the worst flooding was localized to Haywood County along the
Pigeon River. A wet period had preceded the storms’ arrival, which maximized the amount of
runoff from the headwaters. The resulting flood was measured as a Major Flood at gauges in
Canton at a height of 19.76 feet. For reference, flood stage is 10 feet.

At the time, the flooding from T.S. Fred was the 4™ highest flood on record. The largest and third
largest on record occurred 9 days apart in 2004 due to back-to-back tropical storms impacting the
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area. The first flood was 20.7 feet on September 8, and the second flood being measured at 22.80
feet on September 17. All three of these flooding events had a significant impact on the county’s
major employer in Canton, Evergreen Paper. This will be discussed momentarily.

A fourth flood took place on September 27, 2024. This flood was the result of the remnants of
Hurricane Helene striking the region, following a path similar to the September 17, 2004, storm.
Helene produced the largest flooding event on record, reaching a measured level of 26.96 feet.
This storm produced widespread destruction of personal property, in some locations completely
altering the course of the river to the point of making some previous homes uninhabitable or
inaccessible. In many cases, residences had only recently been repaired and lived in since the
2021flood.

Employment Factors

While operations continued after the 2021 floods, Evergreen Paper had absorbed the expense of
recovery for the third time in less than 18 years. In March 2023, Evergreen Paper announced it
would be closing the Canton mill. The Canton mill was closed by June 2023.

At the time of the closure announcement, Evergreen was the largest private employer in
Haywood County, with over 1,000 employees. The paper mill had been a major catalyst for the
community for 115 years. The salaries earned at the mill were excellent, and in many cases
represented the primary income in a household.

Economic Status

The series of floods with all the property loss, along with the elimination of a major employer,
has created a notable change in the landscape of the local economy. This has been a slowly
evolving economic change negatively impacting the county.

The North Carolina Department of Commerce creates a Developmental Score for each county
using multiple data. A point system factoring in median income, population growth, property tax
base, and unemployment rate is implemented to place each county into rank order. A score of 1
would identify the county as the least developed (poorest), and 100 would be the most developed
(wealthiest). The scoring summary for Haywood County for 2026 from NC Department of
Commerce report states:

For 2026, Haywood County is shifting from Tier Three to Tier Two. The
county's economic distress rank weakened to #56 (from #83 in 2025). The
county unemployment rate rank declined 45 positions and its population
growth rank declined by 28 positions.

Providing further statistics to support a slowdown in the growth of Haywood County is a
comparison of the population growth compared to North Carolina. According to the North
Carolina Office of State Budget and Management (OSBM), there is a statistically significant
difference in the growth. Since the 2020 census to 2024, the population has increased by 5.8% in
North Carolina compared to 3.0% in Haywood County. In a smaller sample from 2023-24, the
growth was 1.5% in North Carolina compared to 0.5% in Haywood County. Data also indicates
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that the population for Haywood County is aging at a faster rate than the state, with the current
median age in Haywood County being 47.8 and age distribution table indicates a larger
distribution of the population in the over 50 groups. This is a visual that can provide guidance in
the direction in which resources would be needed. For example, a larger distribution at the base
would merit local resources being greater demand for youth, while a larger distribution at the top
would merit more resources being directed towards elderly needs.

Haywood County, NC population pyramid

Haywood County population distrubution across age and gender. A
wide base suggests population increase, narrow base indicates
declining birth rates.
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Historical Summary

e SRCA and the Lake Junaluska Assembly have enjoyed a mutually productive and
collaborative relationship from the inception of the school.

e SRCA experienced a steady and predictable growth trajectory that was very similar to
Haywood County in the pre-Covid 19 period up to 2021.

e The loss of a primary private employer along with a pair of historical floods has changed the
social and economic fabric of Haywood County.

e Haywood County now tends to be significantly older, and more economically distressed
than in 2019.
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Enrollment History

Review of Projections made in 2020

The initial projections generated in 2020 when the high school grades were being considered,
built in an initial period of lower enrollment with an anticipation of steady growth. The 5-year
goal for enrollment focused on achieving a grade cohort of approximately 40 students in each
grade level. This would result in a total attendance at the high school level of 160 students. The
logic for a goal of 40 students per grade level was that this was a threshold that would allow for
the high school grades to be self-sufficient from a staffing perspective while providing adequate
academic programming to meet student and community needs.

With fluctuations across all grade levels, the ability to house all the grades on the Russ Ave.
campus became impractical. The high school grades were relocated to the Dellwood Campus for
the 2022-23 school year.

Actual Enrollment and Analysis

Considering what was projected, the following tables represent the actual enrollment for the high
school grades.

Actual Enrollment

Table 1

Grade Level 21/22 22/23 23/24 24/25 25/26
9th 30 21 32 29 37
33 19 31 21
25 23 29
23 18
106 105

Table 1 demonstrates the enrollment for each grade during each academic year. Compared to the
projected enrollment, it should be noted that each cohort of students is below the target
attendance. The trends indicate a stabilization of enrollment for each grade band of students
being in the 25-30 student range, with a total enrollment of 100-110 students.

Target to Actual Review

21/22 22/23 23/24 24/25 25/26
Target 40 80 120 160 160
Goal % -25.0% -32.5% -36.7% -33.8% -34.4%

Table 2

Table 2 provides a comparison of the target enrollment for the high school grades with a
percentage to indicate how much above (positive percentage) or below the actual enrollment was
to the goal.
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Cohort Tracking

Change
Class of oth 10th 11th 12th from
Freshman
Year
2025 30 33 25 23 -7
2026 21 19 23 18 -3
2027 32 31 29 -3
2028 29 21 -8
2029 37 -
Net Gain/Loss -21
Table 3
Cohort % Change Year to Year
Change
Class of oth 10th 11th 12th from
Freshman
Year
2025 - 10.0% -24.2% -8.0% -23.3%
2026 - -9.5% 21.1% -21.7% -14.3%
2027 - -3.1% -6.5% -9.4%
2028 - -27.6% -27.6%
% Change from Freshman to Final Year -18.8%
Table 4

Table 3 demonstrates the enrollment of each class of students as they progress from 9 grade to
their current grade level or graduation (graduation class of 2025). There are a pair of data points
that are highlighted blue. These two data points represent the only times in which a cohort of
students increased in number from the previous year.

Table 4 provides a percentage change year after year for each cohort of students as well as a final
percentage change for each graduating or projected graduation class.

Enrollment Summary

e Enrollment in each grade level cohort has trended behind the original projections of 40
students per class.

e The overall enrollment has trended to be over 30% below the target enrollment for each year
since 2022.
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Academic Programming and Outcomes

From inception, SRCA has provided course offerings that have promoted rigor and amplified
opportunities for students to find their personal success. To achieve this, student input was
regularly sought to determine interests in vocational pathways along with academic electives.
Beyond these internal options, SRCA aggressively connected students with outside resources to
provide them with higher level courses that would fulfill high school and college requirements
with collaborations being developed with the North Carolina School of Science and Math
(NCSSM), the NC Virtual Public School (NCVPS), and Haywood Community College (HCC).

The following data represent the courses offered each year and the number of staff utilized to
provide these offerings.

Year 1 —2021/22

. Social . .
Math Science Studies English Electives
Earth World .
Math 1 Environmental | History English I PE
Honors
Honors Honors Earth Honors .
Math 11 Environmental World English II Horticulture 1 & 2
History
Student Success
Appalachian
Music
Psychology
Adobe Photoshop
1&2
NCSSM Offering

- Staff were comprised of 5 teachers that also had middle school instructional duties.
- Teacher: Student Ratio — 1:6
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Year 2 —2022/23

. Social ) ]
Math Science Studies English Electives
Earth World :
Math 1 Environmental History English I PE
Honors Honors Earth IgK(f):)lrolils Honors Art1 & 11
Math I1 Environmental . English I1
History
Math II Honor Biology Civics | English I | Criminal Justice
Honors . Honors Honors .
Math ITI Biology Civics | English i | o to Film
Appalachian
History
NCSSM
Spanish I & 11

Biotech [ & II

Staff were comprised of 5.5 teachers dedicated to high school only.
Teacher: Student Ratio — 1:9

Year 3 —2023/24

. Social . .
Math Science Studies English Electives
PE
Math I Earth Environmental World English I -
History Personal Fitness
Honors Honors Earth I\{{;gﬁgs Honors Appalachian
Math II Environmental . English 11 History
History
Math 11 Honor Biology Civics English II Criminal Justice
Honors Biolo Honors Honors Appalachian
Math 111 &y Civics | English III History
. NCSSM
Math III Chemistry AP US AP Lang Offerings
Honors IV . Spanish I, 11, III,
JHCC Honors Chemistry v

Staff were comprised of 8.5 teachers dedicated to high school only.
Teacher: Student Ratio — 1:9
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Year 4 —2024/25

Math Science Social Studies English Electives
Earth . .
Math I Environmental World History English I PE
Honors Math Honors Earth Honors World Honors Appalachian
II Environmental History English I1 Music
Math II Honor Biology Civics English II Criminal Justice
Honors Math . . Honors Culinary Science
I Biology Honors Civics English 1T 182
Math III Chemistry Econ & Personal AP Lit App ?laChlan
Finance History
Honors IV / . Honors Econ & .
HCC Honors Chemistry Personal Finance Rhetoric NCSSM
Physical Science Spanish I, I, III
Marketing [ & II
HCC CCP Courses
Computer Science

- Staff were comprised of 9.5 full-time teachers and two part-time dedicated to high school

only.
- Teacher: Student Ratio — 1:10

Year 5 —2025/26
Math Science Social Studies English Electives
Earth . .
Math I Environmental World History English I PE
Honors . . .. Honors . .
Math 11 Physical Science Civics English IT Appalachian Music
Math 11 Honors Biology Honors Civics English 11 Criminology
Honors Chemist Econ & Personal Honors Culinary Science
Math TII y Finance English 11T 1& 2
Math III Honors Chemistry AP Lit NCSSM
Honors IV / . -
HCC AP Seminar Spanish I, II, IV
Marketing [ & II
HCC CCP Courses

- Staff were comprised of 10 full-time teachers and 2 part-time dedicated to high school only.

- Teacher: Student Ratio — 1:10
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State Testing Outcomes

Math I|Math III | English II| Biology | ACT | WorkKeys
2021-2022| 28% 86%
2022-2023| 21% 70% T7% 59%
2023-2024| 17% 39% 74% 58% |30%
2024-2025| 25% 33% 63% 29% | 44% 32%
2025-2026| 17% 60% 71% 89%

The Testing Outcomes Table provides the results for each academic year for testing in the high
school grades. The scores shaded in yellow represent outcomes that were within +/- 3% points of
the state or local comparables. The scores shaded in green represent outcomes that scored 5% or
more above the state or local comparables. All scores that remain unshaded were below state and
local comparables.

Programming and Results Summary

e Creative scheduling and student input has maximized the volume of elective and higher-
level course offerings to students.

e The low student enrollment has limited the ability to increase staffing and expand
offerings.

e The high school has maintained a teacher to student ratio of 1:10 or less each year of
operation.

e English II is a consistent strength for testing outcomes.
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Finances

A significant factor when considering the initial projections in 2019 for all grades, including the
high school grades, was to determine sustainable levels that would allow for academic
programming while meeting all the funding obligations of the school. Before reviewing the
budgets for the current fiscal year, a summary of public-school fund sourcing is needed.

Revenue Sources

There are three primary sources of revenue for a public school. The largest source will
consistently be state funding. State funds are allocated to charter schools at the same ADM rate
as the county in which the charter is located. For FY26, this is $7066.44. These funds come
directly to the school from the state. It is important to note that charter schools are not eligible
for all the same funding that a county school system is entitled to receive. For example, charter
schools are ineligible to receive lottery funds while local county school system receives regular
distribution. Any state budget codes designated for facility or capital improvement, along with
transportation are not eligible for charter schools.

The second source of revenue for a public charter school is local funding. County governments
provide educational funding for school age students directly to the county school system. Charter
schools must then bill each school system for their allotment. SRCA routinely bills three school
systems for students who reside in their districts. Not all funds are passed along to the charter
school. For example, any funds allocated by the county for facility use are not distributed. Only
within the past 2 years did state legislation pass to allow counties to provide facility funding to
charter schools directly. While the Haywood County Commissioners have historically been
strong advocates for all public education, the economic factors in which they are being forced to
manage referenced in previous sections have not made for a suitable climate to present this for
consideration.

The third source for revenue is the federal government. This is the most equitable funding
source, as it is distributed based on eligible students participating in the exceptional children’s
programs or are in families with low income.

FY26 Budget — Dellwood

Each budget presented for board approval has been developed as a whole school budget. For the
purposes of this analysis, revenue and expenses related to the high school and Dellwood campus
have been extracted to generate a separate budget report. The first table represents the revenue
generated on the Dellwood campus. This will include all the allotments associated with the
primary funding sources, revenue from school lunch payments, and any other appropriate pass-
through revenue. Subleasing rent collected from SRJA has also been included as revenue for the
high school budget.
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High School / Dellwood Revenue FY26

Account FY26 Budget
Rev - State Revenue
01. Rev - Charter Schools 797,503.60
18. CTE - 079 50,000.00
Rev - State Revenue 847,503.60
Rev - Local
03. Rev - Buncombe County 0
04. Rev - Haywood County 264,335.72
05. Rev - Jackson County 0
07. Rev - School Supplies 15,000.00
10. Rev - Sublease - Dellwood 3,600.00
Rev - Local 282,935.72
Rev - Pass-Through
Revenue
02. Rev - Field Trips 2,500.00
04. Rev - School Supplies 3,600.00
05. Rev - Yearbook 2,000.00
06. Rev - Clubs 500
07. Rev - Athletics 2,000.00
08. Rev - Driver's Education 2,100.00
Rev - Pass-Through
Revenue 12,700.00
Rev - Federal
g;bRev - IDEA VI-B Handicap 4,050.00
Rev - Federal 4,050.00
Rev - Fund 5 Rev - B&A,
Lunch (Full Pay)
01. Rev - Lunch (Full Pay) 30,000.00
Rev - Fund 5 Rev - B&A,
Lunch (Full Pay) 30,000.00
Total Revenues 1,177,189.32
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High School / Dellwood Expenses

Account FY26 Budget
Salaries & Bonuses

01. Salary - Teacher 528,850.00
03. Salary - Substitute 0*
04. Salary - Administrative Staff 0*
07. Salary - Guidance Counselor 0*
08a. Salary - HS Athletics 5,200.00
09. Salary - EC Teacher 61,550.00
10. Salary - EC Teacher Assistant 30,125.00
11. Salary - Office 31,000.00
12. Salary - Custodian 30,000.00
13. Salary - Bus Driver 0*
20. Salary - Nurse 0*
25. Salary - Maintenance 0*
29. Salary - Instructional Coach 0*
Salaries & Bonuses 686,725.00
Benefits

01. Social Security Cost 52,136.66
02. Retirement 24,933.00
03. Hospitalization Cost 101,062.00
04. Unemployment Cost 10,222.88
Benefits 188,354.54

Note — Line items marked with *, are ones in which the position is shared across the entire
school. For the purpose creating the most favorable balance sheet for Dellwood, shared positions
were absorbed into the total budget.

For example, administrative costs for Dellwood are reported to be $0. There was no prorate of
the Head of School or a School Directors salary into the Administrative Staff line item for this
expense summary.
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High School / Dellwood Expenses

Continued (2 of 5)

Books and Supplies **

01. Textbooks 15,000.00
10a. HS Instructional Supplies 7,000.00
;:lp ill)ie;csials Instructional 1,500.00
11a. PE Instructional Supplies 1,000.00
12. EC Instructional Supplies 0*
13. Health Supplies 0*
14. Athletic Supplies 3,000.00
16. School Supplies 2,000.00
17. Club Supplies 500
18. Office Supplies 500
19. Postage 150
20. Memberships 2,000.00
21. Sales Tax Expense 9,000.00
22. Guidance Counselor Supplies 1,000.00
28. Graduation 6,000.00
z. Yearbook 1,000.00
Books and Supplies 49,650.00
Technology **

01. Software 10,000.00
?—Izzirlji(v)vlzlre(/jégmputers 30,000.00
03. Tech Services 4,000.00
04. Testing Platforms 6,000.00
Technology 50,000.00
Equipment & Leases

01. Safety Equipment 4,000.00
;)lez;rljl(v)vnare?FaErniture 7,000.00
03. Reproduction Costs 5,000.00
Equipment & Leases 16,000.00

Note — Major sections noted with ** are prorates of the total expense. Sections without any

notation are actual expenses.
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High School / Dellwood Expenses

Continued (Page 3 of 5)

Contracted Student Services **

01. EC Services 2,000.00
i)(itil:lsg)'chological services - 1,000.00
03. OT/PT Services 500
04. Athletic Services 8,000.00
06. Field Trips 8,000.00
09. SRO Contracted Services 14,000.00
Contracted Student Services 33,500.00
Staff Development **

01. Professional Development 6,000.00
%Zésl;l;iieesssional Development 2,000.00
03. EC Workshop Expenses 500
04. Staff Development 0*
Staff Development 8,500.00
Administrative Services **

01. Advertising 1,000.00
03. Audit Services 2,300.00
04. Bank Fees 2,300.00
05. Financial Service 14,200.00
06. General Administration 5,000.00
07. Legal Services 4,200.00
08. Infinite Campus 4,000.00
09. Technology Support Services 10,000.00
10. Board Expenses 0*
12. HR Software 1,500.00
13. Discretionary Spending 0*
Administrative Services 44,500.00
Insurance **

01. Workers Compensation 2,500.00
02. General Liability 10,000.00
03. Scholastic Accident 1,300.00
Insurances 13,800.00
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High School / Dellwood Expenses

Continued (Page 4 of 5)
Rents & Debt Service
03. Land Lease 51,000.00
07. Bond Payment** 230,000.00
08. Bus Loan** 10,400.00
Rents & Debt Service 291,400.00
Facilities
g;;::lltlélriizgel?npdaglslpplies 12,000.00
gi;‘t(;:is;;)sdial Supplies & 13,000.00
04. Grounds Improvement 5,000.00
05. Grounds Maintenance 10,000.00
06. Storage Facility 0*
07. Security Monitoring 1,000.00
Facilities 41,000.00
Utilities
01. Electricity 15,000.00
02. Water & Sewer 1,800.00
03. Waste Management 5,000.00
04. Telephone 1,300.00
05. Natural Gas 0
06. Internet 3,200.00
Utilities 26,300.00
Nutrition & Food
01. Contracted Food Services 18,000.00
02. Other food - Athletics 1,000.00
gzic..)()ther Food - Staff (Coffee, 1,000.00
06. Student Breakfast 2,500.00
07. Other Food - EC Coffee Cart
Nutrition & Food 22,500.00
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High School / Dellwood Expenses

Continued (Page 5 of 5)

Transportation & Travel

01. Bus Repair Services 2,000.00
02. Bus Supplies 500
03. Vehicle Gas & Diesel Fuel 1,700.00
04. License & Title Fees 500
0S. Travel 250
Transportation & Travel 4,950.00

Pass-Through Expenses

1. Student Council 3,000.00
Pass-Through Expenses 3,000.00
Expenses 1,480,179.54

A fair observation of the expense total would be that it is inflated by having a prorated portion of
the annual bond payment included. However, it must also be noted that there are multiple staff
salaries that are not related to the expense tables. These include Head of School, School Director,
Instructional Coach, Nurse, Guidance Counselor, School Social Worker, Any Substitute Teacher,
Bus Drivers, or Maintenance.

Grand Totals
Total Revenues $1,177,189.32
Expenses $ 1,480,179.54
SURPLUS/(DEFICIT) $ (302,990.22)

Finances Summary

e With current enrollment and staffing levels, the high school program and Dellwood
campus are operating in deficit.

e With staffing and expense levels remaining constant, the breakeven revenue stream
would require a student enrollment of 143. This is an increase of 38 students from current
enrollment (36.2% increase).
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Dellwood Facility Outlook

As referenced in the historical section, SRCA began operations on the Dellwood campus in 2016
utilizing the current modular units. The return on investment for these units from a financial
perspective has allowed for the growth of SRCA into the organization that it is today. To
continue utilizing this facility, proper maintenance and rehabilitation is required. The purpose of
this section is to provide a summary of the future obligations involving the safe operations of the
campus.

Lease Status

With the initial 10-year lease nearing an end, conversations have taken place with the Lake
Junaluska Assembly to affirm that a renewal was possible. As noted previously, the working
relationship with LJA has and continues to be exceptional. LJA indicated that they would be
interested in extending the new lease under similar financial conditions for a 5-year period. The
rationale for a 5-year lease instead of a longer option is related to the economic growth taking
place in the Dellwood corridor. Given the favorable financial terms of the lease, a shorter lease
period makes for a very reasonable proposal.

Facility Rehabilitation

A comprehensive review of facility needs was requested to be completed by the Facilities
Director to determine both the level of urgency for repairs, the cost of repairs, and anticipated
end of life for systems that continue to operate along with replacement costs. The facility needs
are presented in order of urgency to repair.

Roofing

The current roof on all four units is a flat membrane roof with an estimated life of 10 years. The
need to replace the roofs was amplified due to the impacts sustained during Hurricane Helene.
Requests for reimbursement to replace the roofs have been filed with FEMA and subsequently
denied. While the appeal process continues, it should be noted that an initial reimbursement rate
from FEMA was proposed to be $39,000. This is well short of the total cost for roof replacement
and for planning purposes should not be considered in the decision-making process.

Estimates have been obtained to replace the roof on the academic buildings A, B and C. The best
quote for work to be completed at a cost of $148,000. This did not include replacing the roof on
the office pod.

Decking

Sections of decking around the campus have already been replaced. In reviewing the entire
decking, repairs must be budgeted to be completed before the next school year along with
detailed cleaning and staining of railings. At current lumber and material costs, the total repair
costs are budgeted to be $32,000.
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HVAC

Currently, all HVAC units are operating appropriately. A comprehensive review of this system
was requested by our third-party vendor, MSS, to determine the anticipated longevity of the
HVAC units at Dellwood. This is a summary of their findings:

Number of Units on

Dellwood Campus 27
Age of Units 10 years
Anticipated Failure Rate
between years 8-10 15%

Max Expected Service Life 12 — 15 Years
Approximate Replacement

Cost per Unit $19,000
Replacement Cost for all
Units ~ $513,000

These projected costs do not include the $18,000 contract for preventive maintenance on the
HVAC units.

Building Interior and Exterior Rehabilitation

Similarly to the HVAC units, the interior of the buildings is reaching end of life. Quotes have
been obtained to refurbish the facility and do not include any retrofitting or construction to
repurpose any part of the facility. Quotes were requested to determine the anticipated cost for the
following essential tasks:

e Refurbish and upgrade exterior siding
e Patch and paint all interior walls

e Tile all bathroom walls

e Replace all flooring

The approximate total cost for these repairs in Buildings A, B, and C: $450,000
This estimate does not include any repairs to the office pod.
Landscaping

The full landscaping contract is for both the Russ and Dellwood campuses. Assuming Dellwood
represents 40% of the bill (it also covers care for Waynesville Christian Fellowship grounds), the
annual cost is approximately $20,000 a year.
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Total Expenses

Area of Need One-Time Expenses
Roofing (excluding office) $148,000
Decking $32,000
HVAC $513,000
Building Rehab (excluding office) $450,000
Grand Total $1,143,000

An additional $39,000 should be considered for annual expenses for lawn care and preventive
maintenance on the HVAC system.

Dellwood Facility Summary

e To modernize and mitigate unbudgeted expenses, a commitment of over one million
dollars over the next 2-3 years is required.

e These expenses do not factor in upgrading current facilities or implementing any new
academic programming.
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Closing Summary

As noted in the introduction, the purpose of this study is to provide the SRCA Board with current
and relevant information regarding the operations of the Dellwood Campus. The information
included in this report is accurate as of the time of publication and distribution.

This study does not come with any recommendations of action. It is to serve as a resource for the
board to govern with information that can promote clarity for the organization.
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