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Charles A. Krbllch, P. A. 

To the Board of Directors 

Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT 

The Charter Schools of Excellence, Inc. 
Fort Lauderdale, Florida 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities and the major 
fund of The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus (the "School"), a 
charter school under The Charter Schools of Excellence, Inc. and a component unit of The School 
Board of Broward County, Florida, as of and for the year ended June 30, 2015, and the related notes to 
the financial statements, which col lectively comprise the School's basic financial statements as listed in 
the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal 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 Responsibility 

Our responsibility is to express op1n1ons on these financial statements based on our audit. 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. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fa ir presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

We bel ieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and the major fund of The Charter Schools of 
Excellence, Inc. #5031 Fort Lauderdale 1 Campus, as of June 30, 2015, and the respective changes in 
financial position thereof for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 

1119 Southeast Third Avenue + Fort Lauderdale, Florida 33316-1109 + 954.764.4554 + Fax 954.764.2336 



Board of Directors 
The Charter Schools of Excellence, Inc. 
October 26, 201 5 

Emphasis of Matters 

Page 2 

As described in Note A to the financial statements, in fiscal year 201 5, the School adopted new 
accounting guidance, GASB Statement No. 68, Accounting and Financial Reporting for Pensions. Our 
opinion is not modified with respect to this matter. 

As described in Note A, the accompanying financial statements referred to above present only the 
financial position of The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus at June 
30, 201 5, and the respective changes in financial position for the year then ended, and is not intended 
to be a complete presentation of The Charter Schools of Excellence, Inc. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis on pages 3 through 6 and required supplementary information on pages 28 
through 32, as listed in the table of contents, be presented to supplement the basic financial statements. 
Such information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquires of 
management about the methods of preparing the information and comparing the information for 
consistency with management's responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Other Reporting Requ ired by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 26, 
201 5, on our consideration of the School'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 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 
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 Charter Schools of 
Excellence, Inc. #5031 Fort Lauderdale 1 Campus's internal control over financial reporting and 
compliance. 

Fort Lauderdale, Florida 
October 26, 201 5 



The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

The Charter Schools of Excellence, I nc. #5031 Fort Lauderdale 1 Campus's 
management discussion and analysis presents an overview of the School's financial 
activities for the fiscal year ended June 30, 201 5 .  Please read it in conjunction with the 
School's financial statements beginning on page 7 .  

FINANCIAL HIGHLIGHTS 

• The total net position increased $84 thousand before adjustment for prior year and 
GASB 68 compliance. Liabil ities exceeded assets (net position) by $51 9 thousand; 
net position consists of an investment in  capital assets of $423 thousand and 
unrestricted net position deficit of $942 thousand. 

• General revenues accounted for $1 ,946 thousand, or 87% of all revenues. Program 
specific revenues consisting of grants, contributions and charges for services 
accounted for $288 thousand or 1 3% of revenues. 

• On a funds basis, there was an excess of revenues over expenditures of $1 1 9  
thousand and a net increase in fund balance of $1 34 thousand. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This d iscussion and analysis are intended to serve as an introduction to the School's 
basic financial statements. The School's basic financial statements are comprised of 
three components: 1 )  government-wide (component unit) financial statements, 2) fund 
financial statements, and 3) notes to the basic financial statements. 

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

The statement of net position presents information on all of the assets, deferred outflows 
of resources, l iabil ities, and deferred inflows of resources of the School, with the 
difference between the assets and deferred outflows of resources and l iabil ities and 
deferred inflows of resources reported as net position. Over time, increases or 
decreases in net position may serve as a useful indicator of whether the financial 
position of the School is improving or deteriorating . 

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

The government-wide financial statements can be found on pages 7 and 8 of this report. 

Fund Financial Statements. A fund is a group of related accounts that is used to 
m ainta in  control over resources that have been segregated for specific activities or 
objectives. The School, l ike other state and local governments, uses fund accounting to 
ensure and demonstrate compliance with finance-related legal requirements. The School 
currently utilizes the General Fund. 
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Governmental funds. Governmental funds are used to account for essentially the same 
function as governmental activities in  the government-wide financial statements. 
However, un like the government-wide financial statements, governmental fund financial 
statements focus on near-term inflows and outflows of spendable resources, as well as 
on balances of spendable resources available at the end of the fiscal year. Such 
information may be useful in evaluating government's near-term financing requirements. 

Because the focus of governmental funds is narrower than the government-wide 
(component unit) financial statements, it is useful to compare the information presented 
for governmental funds with similar information presented for governmental activities in  
the government-wide financial statements. By doing so, readers may better understand 
the long-term impact of the government's near-term financing decisions. Both the 
governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balance provide a reconcil iation to facilitate this 
comparison between governmental funds and governmental activities. 

The governmental fund balance sheet and statement of revenues, expenditures, and 
changes in fund balance provide detailed information about the School's most significant 
fund. The School has one fund, a General Fund. 

The School adopts an annual budget for its General Fund. A budgetary comparison 
statement has been provided for the General Fund to demonstrate compliance with the 
budget. 

The basic governmental fund financial statements can be found on pages 9 through 1 2  
of this report. 

Notes to the Basic Financial Statements 

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

Government-wide Financial Analysis 

As noted earlier, net position may serve over time as a useful indicator of a 
government's financial position. I n  the case of the School, l iabil ities exceeded assets by 
$51 9 thousand at the close of the most recent fiscal year. 

The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus's Net Position 

Component Unit Activities 
2015 2014 

Current and other assets $ 113,275 $ 260,173 
Capital assets, net 423,050 513,811 

Total assets 536,325 773,984 
Deferred outflows of resources 193,902 

Other liabilities 107,040 372,869 
Noncurrent liabilities 725,698 

Total liabilities 832,738 372,869 
Deferred inflows of resources 416,783 

Net position: 
Net investments in capital assets 423,050 513,811 
Unrestricted (942,344) (112,696) 

Total net position $ (519,294) $ 401,115 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus's Changes in Net Position 

Increase 

(Decrease) 

Component Unit Activities from 

2015 2014 Fiscal2014 

Revenues 

Program revenues 

Charges for services $ 87,588 $ 91,286 $ (3,698) 

Operating grants and contributions 201,458 216,661 (15,203) 

General revenues 

State sources 1,797,746 1,750,684 47,062 

Other local revenues 147,317 130,254 17,063 

Investment earnings 683 649 34 

Total revenues 2,234,792 2,189,534 45,258 

Expenses 

Instructional 937,269 1,051 '103 (113,834) 

Pupil personnel services 5,168 9,223 (4,055) 

Instruction and curriculum development 49 4,288 (4,239) 

Instructional staff training services 6,542 (6,542) 

General administration 114,077 144,997 (30,920) 

School administration 294,639 267,253 27,386 

Facilities acquisition and construction 118,688 132,491 (13,803) 

Fiscal services 147,057 173,145 (26,088) 

Food services 100 ,505 114,552 (14,047) 

Central services 115,848 131,304 (15,456) 

Pupil transportation services 102,287 94,907 7,380 

Operation of plant 165,320 192,215 (26,895) 

Maintenance of plant 47,148 69,210 (22,062) 

Interest on long-term debt 2,576 6,191 {3,615) 

Total expenses 2,150,631 2,397,421 (246,790) 

Changes in net position 84,161 (207,887) 292,048 

Net position- beginning, as originally stated 401 '115 609,002 (207,887) 

Prior period adjustment (1 ,004,570) (1 ,004,570) 

Net position -beginning, as restated (603,455) 609,002 (1 ,212,457) 

Net position -ending $ (519,294) $ 401,115 $ (920,409) 

Prior year amounts are not restated for the effects of GASB 68. 

• The largest dollar increase in revenues was from state sources due to an increase in 
state funding. 

• The largest decrease in expenses was from instructional and the largest increase 
was from school administration. 

Financial Analysis of the School's Funds 

As noted earl ier, the School uses fund accounting to ensure and demonstrate 
com pliance with finance-related legal requirements . 

Governmental funds. The focus of the School's governmental funds is to provide 
information on near-term inflows, outflows, and balances of spendable resources. Such 
information is useful in assessing the School's financing requirements. 
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General fund. The General Fund is the chief operating fund of the School. At the end of 
the fiscal year, the General Fund had a deficit balance of $42 thousand. 

• Total revenues increased by $45 thousand (2%) principally from an increase in FEFP 
revenue. 

• Expenditures for general School purposes decreased by $246 thousand (11.5%). 

General Fund Budgetary Highlights 

• Total revenues were more than budgeted amounts by $8 thousand (0.38%). Grants 
and other revenues were over the amounts budgeted by $1 03 thousand and FEFP 
revenue was $101 thousand less than budgeted. 

• Budgeted expenditures were 5.1% lower than expected.  

Capital Asset Administration 

Capital assets at June 30, 2015 and 2014 are outl ined below: 

The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus's Capital Assets 
(Net of depreciation) 

Buildings and improvements 

Furniture, fixtures and equipment 

Total capital assets, net of depreciation 

$ 

$ 

Component Unit Activities 
2015 2014 

319 ,936 $ 

103,114 

343,025 

170 786 

423,050 $ ===5=13=,8=1=1 

Additional i nformation on the School's capital assets can be found in Note C to the 
financial statements. (See page 19 of this report) . 

Requests for Information 

This financial report is designed to provide a general overview of The Charter Schools of 
Excellence, I nc. #5031 Fort Lauderdale 1 Campus's finances for all those with an 
interest in  the School's finances. Questions concerning any of the information provided 
in this report or requests for additional information should be addressed to the Finance 
Director, The Charter Schools of Excellence, Inc., 1217 Southeast 3rd Avenue, Fort 
Lauderdale, Florida 33316. 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 

A Charter School under The Charter Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

Statement of Net Position 

June 30, 2015 

ASSETS 

Cash and cash equivalents $ 
Accounts receivable 
Loans receivable 
Deposits 
Capital assets, net 

Total assets 

DEFERRED OUTFLOWS OF RESOURCES 

Deferred outflows related to pension l iabil ity 

LIABILITIES 

Accounts payable and accrued expenditures/expenses 
Accrued payrol l ,  payroll taxes and withholdings 
Due to other agencies 
Noncurrent l iabil ities 

Due after one year 
Net pension liabil ity 

Total liabilities 

DEFERRED INFLOWS OF RESOURCES 

Deferred inflows related to pension l iabil ity 

NET POSITION 

Net investment in capital assets 
Unrestricted 

Total net position $ 

See accompanying notes to the basic financial statements . 
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Governmental 

Activities 

52,002 

2,063 

48,000 

11,210 
423,050 

536,325 

193,902 

11,061 
55,356 
40,623 

725,698 

832,738 

416,783 

423,050 

(942,344) 

(519,294) 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 

A Charter School under The Charter Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

BALANCE SHEET-GOVERNMENTAL FUND 

June 30, 2015 

ASSETS 

Cash and cash equivalents 
Accou nts receivable 
Deposits 

Total assets 

LIABILITIES AND FUND BALANCE 

LIABILITIES 

Accou nts payable and accrued expenditures/expenses 
Accrued payroll, payroll taxes and withholdings 
Due to other agencies 

Total liabilities 

FUND BALANCE 

Non-spendable 
Spendable - unassigned 

Total fund balance 

Total liabilities and fund balance 

See accompanying notes to the basic financial statements. 
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$ 

$ 

$ 

$ 

General 

Fund 

52,002 
2,063 

11,210 

65,275 

11,061 

55,356 
40,623 

107,040 

11,210 

(52,975) 

(41 ,765) 

65,275 



The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 

A Charter School under The Charter Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

RECONCILIATION of the BALANCE SHEET- GOVERNMENTAL FUND 

to the STATEMENT OF NET POSITION 

June 30, 2015 

Total fund balance - governmental fund 

Amounts reported for governmental activities in the Statement 
of Net Position are different because: 

Non-current loan receivable is not due in the current period and therefore not 
reported in the fund . 

Capital assets used in component unit activities are not financial resources and 
are not reported in the fund. Total cost of assets is $1,549,397 and the 
accumulated depreciation is $1,126,347. 

Deferred outflows of resources related to pension liabil ity 

Noncurrent liabilities, including net pension l iability, are not due and payable in 
the current period and, therefore, are not reported in the fund. 

Deferred inflows of resources related to pension liabil ity 

$ (41,765) 

48,000 

423,050 

193,902 

(725,698) 

(416,783) 

Total net position - governmental activities $ (519,294) 

See accompanying notes to the basic financial statements. 

1 0  



The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale'1 Campus 

A Charter School under The Charter Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUND 

For the year ended June 30, 2015 

REVENUES: 

State sources 

Categorical programs and other 

Capital outlay funding 

Total state sources 

Local sources 

Fundraising and contributions, net 

Grants and other 

Total local sources 

Unrestricted investment earnings 

Total Revenues 

EXPENDITURES: 

Current 

Instructional 

Pupil personnel services 

Instruction and curriculum development 

Instructional staff training services 

General administration 

School administration 

Facilities acquisition and construction 

Fiscal services 

Food services 

Central services 

Pupil transportation services 

Operation of plant 

Maintenance of plant 

Capital outlay 

Debt service 

Principal 

Interest 

Total Expenditures 

Excess of Revenues Over Expenditures 

OTHER FINANCING SOURCES (USES) 

Repayments of loans to related parties 

Total Other Financing Sources (Uses) 

Net change in fund balance 

Fund Balance - Beginning of Year 

Fund Balance - End of Year 

See accompanying notes to the basic financial statements. 
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$ 

$ 

General 

Fund 

1,797,746 

103,261 

1,901,007 

31,309 

301,793 

333,102 

683 

2,234,792 

852,263 

5,168 

49 

114,077 

281,034 

118,688 

147,057 

100,505 

171,839 

102,287 

165,320 

47,148 

7,850 

2,576 

2,115,861 

118,931 

15,385 

15,385 

134,316 

(176,081) 

(41,765) 



The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 

A Charter School under The Charter Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

RECONCILIATION of the STATEMENT OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCE - GOVERNMENTAL FUND 

to the STATEMENT OF ACTIVITIES 

For the year ended June 30, 2015 

Net change in fund balance - governmental fund 

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

Governmental funds report capital outlays as expenditures. However in the 
statement of activities the costs of those capital outlays that benefit the 
School are posted as assets and are allocated over their estimated useful 
l ives and reported as depreciation. This amount is the net by which 
depreciation ($98,611) exceeded capital outlays ($7,850). 

Governmental funds report long-term loans receivable and repayments as 
other financing sources and uses. However, in the statement of net position, 
long-term loans and repayments are shown as an increase or decrease in 
the asset. The following is the net change in long-term loans during the year. 

Some expenses reported in the statement of activities do not require the use 
of current financial resources and, therefore, are not reported as 
expenditures in the governmental funds. 

Change in net position of governmental activities 

See accompanying notes to the basic financial statements. 
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$ 134,316 

(90,761) 

(15,385) 

55,991 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE A- SUMMARY OF SIGNI FICANT ACCOUNTING POLICIES 

The financial statements of The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 
Campus (the "School" or "Charter School") have been prepared in conformity with generally 
accepted accounting principles (GAAP) as applied to governmental un its . The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles. Based on guidance provided in the 
American Institute of Certified Public Accountants Audit and Accounting Guide - Audits of State 
and Local Governments and provisions of Florida Statutes, the School is presented as a 
governmental organization for financial statement reporting purposes. 

Reporting Entity 

The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus is a charter school 
under The Charter Schools of Excellence, I nc., a not-for-profit corporation, organized pursuant to 
Chapter 617, of the Florida Statutes, the Florida Not for Profit Corporation· Act, and Section 
228.056, of the Florida Statutes. The governing body of the School is the Board of Directors of The 
Charter Schools of Excellence, I nc., which governs various other charter schools. The charter 
provides that the day-to-day financial management and internal accounting procedures of the 
Charter School are under the purview of the management of the Charter School. 

The general operating authority of the Charter School is contained in Section 228.056, of the 
Florida Statutes. The Charter School operates under a charter of the sponsoring school district, 
The School Board of Broward County, Florida (the "District") . The initial charter was effective until 
J une 30, 2010. The charter has been renewed for a period of fifteen years commencing July 1, 
2010 and ending June 30, 2025 and may be renewed for such duration as may be established by 
m utual written agreement between the School and the District. At the end of the term of the charter, 
the District may choose not to renew the charter u nder grounds specified in the charter, in which 
case the District is required to notify the School in writing at least 90 days prior to the charter's 
expiration.  During the term of the charter, the District may also terminate the charter if good cause 
is shown. The Charter Schools of Excellence, I nc. #5031 Fort Lauderdale 1 Campus is considered 
a component unit of The School Board of Broward County, Florida. 

Criteria for determining if other entities are potential component units which should be reported 
with in the Charter School's financial statements are identified and described in the Governmental 
Accounting Standards Board's (GASB) Codification of Government Accounting and Financial 
Reporting Standards. The application of these criteria provide for identification of any entities for 
which the Charter School is financially accountable and other organizations for which the nature 
and significance of their relationship with the Charter School are such that exclusion would cause 
the Charter School's financial statements to be misleading or incomplete. Based on these criteria, 
n o  component units are included within the reporting entity of the Charter School. 

Component Unit and Fund Financial Statements 

The component unit financial statements (the Statement of Net Position and the Statement of 
Activities) report information on the activities of the component unit. 

The Statement of Activities demonstrates the degree to which the direct expenses of a given 
function or segment are offset by program revenues. Direct expenses are those that are clearly 
identifiable with a specific function or segment. Program revenues include 1) charges to customers 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE A - CONTINUED 

Component Unit and Fund Financial Statements - continued 

or appl icants who purchase, use, or directly benefit from goods, services, or privileges provided by 
a given function or segment and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment. Revenues not properly 
included among program revenues are reported instead as general revenues. 

Separate financial statements are provided for governmental funds; in the case of the School, the 
General Fund represents the only such fund. 

Measurement Focus, Basis of Accounting and Basis of Presentation 

Component Unit Financial Statements: 

The component unit financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when 
earned and expenses are recorded when a l iabil ity is incurred, regardless of the timing of 
related cash flows. State source revenues, grants and similar items are recognized as 
revenues as soon as eligibil ity requirements imposed by the provider have been met. 

Amounts reported as program revenues include: 1) charges to customers or applicants for 
goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital 
grants and contributions. I nternally dedicated sources are reported as general revenues 
rather than as program revenues. Likewise, general revenues include State source 
revenues. 

Fund Financial Statements: 

Fund financial statements (Governmental) are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are 
recognized as soon as they are both measurable and available. Revenues are considered 
to be available when they are collectible within the current period or soon thereafter to pay 
l iabilities of the current period. For this purpose, the School considers revenues to be 
available if they are collected with in 60 days of the end of the current fiscal period. 
Expenditures are generally recorded when a liability is incurred, as under accrual 
accounting, except for un-matured interest on general long-term debt which is recognized 
when due, and certain compensated absences which are recognized when the obligations 
are expected to be liquidated with expendable available financial resources. General capital 
asset acquisitions are reported as expenditures in governmental funds, and the proceeds of 
long-term debt are reported as other financing sources. 

• The General Fund is the School's only operating fund. The General Fund 
accounts for all financial resources, except those required to be accounted for 
in another fund (currently no other such fund exists).  
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charier School under The Charier Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE A- CONTINUED 

I nvestments 

The School's general policy is to report money market investments and short-term participating 
interest-earning investment contracts at amortized cost and to report nonparticipating interest
earning investment contracts using a cost-based measure. However, if the fair value of an 
investment is significantly affected by the impairment of the credit standing of the issuer or by other 
factors, it is reported at fair value. All other investments are reported at fair value unless a legal 
contract exists which guarantees a h igher value. The term "short-term" refers to investments, which 
have a remaining term of one year or less at the time of purchase. The term "nonparticipating" 
means that the investment's value does not vary with market interest rate changes. 

Capital Assets 

Capital assets, which include property, plant and equipment, are reported in the component unit 
financial statements. Property, plant, and equipment with initial individual costs that equal or 
exceed $500 and estimated useful l ives of over one year are recorded as capital assets. Capital 
assets are recorded at h istorical cost. Donated capital assets are recorded at estimated fair value 
at the date of donation .  Property, plant, and equipment are depreciated using the straight-line 
method over the following estimated lives: 

Buildings and improvements 
Computer equipment 
School equipment 
leasehold improvements 
Furniture and equipment 

Deferred Outflows/Inflows of Resources 

10-39 years 
5 years 

7-10 years 
5-15 years 

7 years 

In addition to assets, the statement of net position will sometimes report a separate section for 
deferred outflows of resources. This separate financial statement element, deferred outflows of 
resources, represents a consumption of net position that applies to a future period(s) and so wil l  not 
be recognized as an outflow of resources (expenses/expenditure) until then. The School's items 
that qualify for reporting in this category are related to participation in the pension plan. 

I n  addition to l iabil ities, the statement of net position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of 
resources, represents an acquisition of net position that applies to a future period(s) and so will not 
be recognized as an inflow of resources (revenue) until that time. The School's items that qualify 
for reporting in this category are related to participation in the pension plan . See Note I .  

Fund Balance 

Governmental accounting standards require fund balance be divided into five classifications, and 
provide for a hierarchy of spending constraints for spendable resources and requires disclosure of 
non-spendable and spendable resources. The School has deposits of $11,210, classified as non
spendable. Spendable resources are shown as Restricted, Committed, Assigned, and Unassigned 
as considered appropriate in the School's circumstances. The School has reported its remaining 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 201 5 

NOTE A- CONTINUED 

Fund Balance - continued 

fund balance (deficit) of ($52,975) as spendable-unassigned on its Balance Sheet - Governmental 
Fund. The School appl ies restricted resources first when expenditures are incurred for purposes for 
which either restricted or unrestricted (committed, assigned and unassigned) amounts are 
available. 

Revenue Sources 

Revenues for operations will be received primarily from the District pursuant to the funding 
provisions included in the School's charter. In accordance with the funding provisions of the charter 
and Section 1 002.33, Florida Statutes, the School will report the number of full-time equivalent 
(FTE) students and related data to the District. U nder the provisions of Section 1 01 1 .62, Florida 
Statutes, the District reports the number of FTE students and related data to the Florida 
Department of Education (FDOE) for funding through the Florida Education Finance Program 
(FEFP). Funding for the School is adjusted during the year to reflect the revised calculations by the 
FDOE u nder the FEFP and the actual weighted ful l-time equivalent students reported by the School 
during the designated full-time equivalent student survey periods. In addition, the School receives 
an annual  al location of charter school capital outlay funds for leasing of school facilities. 

The basic amount of funding through the FEFP under Section 1 01 1 .62 is the product of (1 ) 
unweighted FTE, multiplied by (2) the cost factor for each program, multiplied by (3) the base 
student allocation established by the legislature. Additional funds for exceptional students who do 
not have a matrix of services are provided through the guaranteed allocation designated in the 
Florida Statutes. For the fiscal year ended June 30, 201 5, the School reported 276.1 unweighted 
FTE and 301 .31 weighted FTE.  

FEFP funding may also be adjusted as a result of  subsequent FTE audits conducted by the Florida 
Auditor General pursuant to Section 1 01 0.035, Florida Statutes, and Rule 6A-1 .0453, Florida 
Administrative Code (FAC). Schools are required to maintain the following documentation for three 
years or until completion of an FTE audit: 

• Attendance and membership documentation 
• Teacher certificates and other certification documentation 
• Documentation for instructors teaching out-of-field 
• Procedural safeguards for weighted programs 
• Evaluation and planning documents for weighted programs 

The School may receive federal or  state awards for the enhancement of various education 
programs.  This assistance is generally received based on appl ications submitted to and approved 
by various granting agencies. For federal awards in which a claim to these grant proceeds is based 
on incurring eligible expenditures, revenue is recognized to the extent that eligible expenditures 
have been incurred. A schedule of revenue sources for the current year is presented in a 
subsequent note. See Note E.  
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE A- CONTINUED 

Pensions 

For purposes of measuring the net pension l iabil ity, deferred outflows of resources and deferred 
inflows of resources related to pensions, and pension expense, information about the fiduciary net 
position of the Florida Retirement System (FRS) and additions to/deductions from fiduciary net 
position have been determined on the same basis as they are reported by the FRS. For this 
purpose, benefit payments (including refunds of employee contributions) are recognized when due 
a nd payable in accordance with the benefit terms .  Investments are reported at fair value. 

Compensated Absences 

Ful l  time employees of the School, after 90 days of employment, are entitled to be paid for ten or 
twelve days of sick leave in each calendar year, depending on whether they are ten or twelve 
month employees, respectively. In the event of termination, each qualifying employee is not entitled 
to receive payment for accumulated unused sick days. 

Each full t ime twelve-month employee is entitled to annual paid vacation leave, which is accrued 
when earned. The amount of paid vacation time ranges from five days after one-year employment 
to fifteen days after ten years employment. In the event of termination, each qualifying employee is 
entitled to receive payment equal to one hundred percent of the value of the total accum ulated 
u nused vacation days. 

Adoption of New Accounting Standard 

The School implemented GASB Statement No. 68, Accounting and Financial Reporting for 
Pensions, effective July 1, 2014. This Statement establishes standards of accounting and financial 
reporting for defined benefit pensions and defined contribution pensions provided to the employees 
of state and local governmental employers through pension plans that are administered through 
trusts or equivalent arrangements. As a result, net position at June 30, 2014, was restated to reflect 
the cumulative effect of adopting the standards. See Note I .  

Certain balances o f  deferred outflows of resources and deferred inflows of resources related to 
pensions at June 30, 2014, were not avai lable and have not been reported in the financial 
statements. 

Net position ,  June 30, 2014, as originally stated 
Adjustment to net position 

Net position, June 30, 2014, as restated 

Long-Term Obligations 

$ 401 '115 
(1 ,004,570) 

$ =�(6...;;.03.;..:.,4..;..;5�5k-) 

I n  the com ponent unit financial statements, long-term debt and other long-term obligations are 
reported as noncurrent liabil ities. 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE A - CONTI NUED 

Net Position 

Net investment in  capital assets consists of capital assets, net of accumulated depreciation, 
reduced by the outstanding balances of any borrowings used for the acquisition, construction, or 
improvement of those assets. Net position is reported as restricted when there are l imitations 
imposed on their use either through Board action or through external restrictions imposed by 
creditors, grantors, or laws or regulations of other governments. The School has no such 
restrictions. The School's policy is to first apply restricted resources when an obligation is incurred 
for purposes for which both restricted and unrestricted net position are available. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the amounts reported in the 
financial statements and accompanying notes. Although these estimates are based on 
management's knowledge of current events and actions it may undertake in the future, they may 
ultimately differ from actual results . 

Due To/From Other Agencies 

The Charter Schools of Excellence, I nc. operates eight charter schools and certain administrative 
and fiscal costs are shared by all of the campuses. I n  addition, the School shares facilities with The 
Charter Schools of Excellence, I nc. #5394 Fort Lauderdale 2 Campus. The expenses are either 
specifically identified with a campus or al located to the schools based upon the number of students 
enrolled at each campus. Transactions related to these al locations of costs and related repayments 
are accounted for in Due To/From Other Agencies. 

Budgetary Data 

Budgets are presented on the modified accrual basis of accounting. During the fiscal year, 
expenditures were control led at the object level (e .g ., salaries and benefits, purchased services, 
m aterials and supplies and capital outlay) within each activity (e.g . ,  instruction, pupil personnel 
services and school administration) .  Budgets may be amended by resolution at any Board meeting 
prior to the date of the annual report. 

Deposit Policy 

It is the School's policy to maintain its cash and cash equivalents in major banks. The School has 
no policy requiring collateral to support its cash deposits although the School's deposits are 
covered by the Federal Depository Insurance Corporation (FDIC) up to $250,000. At June 30, 
2015, The Charter Schools of Excel lence, I nc. ,  as a whole, had no balances in excess of FDIC 
insured amounts. The School has not experienced any losses in such accounts and does not 
believe it is exposed to any significant credit or custodial risk. 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE A - CONTINUED 

Date of Management Review 

In preparing the financial statements, the School has evaluated events and transactions for 
potential recognition or disclosure through the date of this report. That date is the date the financial 
statements were available to be issued . 

NOTE B - LOAN RECEIVABLE 

The School has advanced monies to a related party. See Note F. The balance of the loan at June 
30, 2015 is $48,000 and is repayable in  installments of $2,500 until paid in ful l .  

NOTE C - CAPITAL ASSETS 

A summary of changes in capital assets for the year ended June 30, 2015 is as follows: 

Beginning 
Descri�tion Balance Additions Removals 
Buildings and improvements $ 693,559 $ $ 
Furniture, fixtures and equipment 847,988 7,850 

Total capital assets 1,541,547 7,850 
Accumulated depreciation: 

Buildings and improvements (350,534) (23,089) 
Furniture, fixtures and equipment {677,202} (75,522) 

Total accumulated depreciation (1 ,027,736) {98,611) 

Total capital assets, net $ 513,811 $ (90,761) $ 

Depreciation was charged to School functions as follows: 

Component unit activities: 
Instructional 
School administration 

Total depreciation expense 

NOTE D - LOANS PAYABLE (SHORT-TERM DEBT) 

$ 85,006 
13,605 

$ 98,611 

Ending 
Balance 

$ 693,559 
855,838 

1,549,397 

(373,623) 
(752,724) 

p '126,347) 

$ 423,050 

In February 2015, the School obtained a $250,000 l ine of credit with a financial institution which 
expires in February 2016. The loan is secured by a lien on the equipment and fixtures, inventory, 
and accounts receivable of the Schools. At June 30, 2015, there was no balance outstanding on 
the line of credit. I nterest, when incurred, is charged at the prime rate plus one and a half percent. 
Interest expense for the year ended June 30, 2015 was $2,576. 

Description 
Line of Credit 

Beginning 
Balance 
$ -0-
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE E- FEDERAL, STATE AND LOCAL REVENUE SOURCES 

The following is a schedule of the School's Federal ,  State and Local revenues for the year ended 
June 30, 2015. 

Sources 
Federal: 

Child Nutrition Cluster 
Title I 

Total Federal Revenues 

State: 
Florida Education Finance Program 
Categorical Education Programs: 

Class Size Reduction 
Supplementary Academic I nstruction 
I nstructional Materials 
Safe School 

Transportation 
ESE G uaranteed Allocation 
Science Lab & Library Media 
Digital Classroom Allocation 

Capital Outlay 
Florida Teachers Lead Program 

Total State Revenues 

Local : 
Discretionary Local 
Enrichment Program 
School Lunch Sales 
Other 

Total Local Revenues 
Total Federal ,  State and Local Revenues 

Amount 

$ 98,197 
42,076 

$ 140,273 

$ 1,233,673 

369,531 
49,182 
19,896 

6,384 
46,208 
22,549 

1,518 
2,474 

103,261 
4,256 

$ 1,858,932 

$ 116,009 
64,813 
16,635 
38,130 

$ 235,587 
$ 2,234,792 

As provided in the charter school contract, the District has charged the School an administrative fee 
equal  to 5 percent of the total funding or $84,545, which is reflected in fiscal services expenses/ 
expenditures in the accom panying statement of activities and statement of revenues, expenditures 
and changes in fund balance-governmental fund . 

NOTE F- RELATED PARTY TRANSACTIONS 

The School conducts certain business with a foundation controlled by a member of its Board of 
Directors and deems that all services and materials supplied are arm's length transactions and at 
fair  value. I n  addition ,  this member recuses from voting on matters relating to these transactions. 
See Note J .  

· 

The CEO/Superintendent of the School is an officer of the Florida Consortium of Public Charter 
Schools. From time to time the School conducts business with the Consortium.  
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 201 5  

NOTE F- CONTINUED 

The School has entered into a lease for its administrative offices with a private foundation whose 
Board of Directors includes the Superintendent and three members of the School's Board of 
Directors. From time to time funds are loaned between the School and the foundation . See Notes B 
and J .  

The Charter Schools of  Excellence, Inc. operates various other charter schools. All of  the schools 
operated by The Charter Schools of Excellence, I nc.  share administrative staff, as well as other 
operating expenses. In addition, the School shares facil ities with The Charter Schools of 
Excellence, Inc. #5394 Fort Lauderdale 2 Campus. At June 30, 2015, the basic financial 
statements include an amount due to other campuses totaling $40,623, representing short term 
advances for such expenses as mentioned above. 

NOTE G - RISK MANAGEMENT 

The School is exposed to various risks of  loss related to torts, theft of, damage to, and destruction 
of assets, errors and omissions, and natural d isasters for which the School carries commercial 
insurance. Settlement amounts have not exceeded insurance coverage for the past three (3) years, 
if any. 

NOTE H - MAJOR CONTRACTS 

The Board of Directors of The Charter Schools of Excellence, Inc. has entered into an employment 
contract with its Superintendent. The term of this agreement commenced April 16, 2008 and 
continues until Apri l 15, 2023 or until employment is terminated. Under the terms of this contract, 
the Superintendent is entitled to severance pay if the contract is terminated without showing 
reasonable cause in the amount equal to all of the aggregate salary and benefits to which the 
Superintendent would have otherwise been entitled under the agreement, from the date of 
termination for the remaining term of the agreement, in a lump sum within th irty days after the date 
of termination. It is impractical to estimate the amount of compensation relating to a termination, 
and, accordingly, no liabil ity has been recognized in the accompanying financial statements. It is 
the School's policy to recognize these costs of termination when and if actually paid. 

NOTE I - RETIREMENT PLAN 

General Information about the Pension Plan 

Plan Description. The School participates in the Florida Retirement System (FRS) Pension Plan 
and the Retiree Health Insurance Subsidy (HIS) Program. The FRS is a cost-sharing, multiple
employer, defined benefit pension plan with a Deferred Retirement Option Program (DROP) 
available for eligible employees. The FRS was established and is administered in accordance with 
Chapter 121, Florida Statutes .  The HIS is a cost-sharing, multiple-employer defined benefit pension 
plan established and administered in accordance with section 1 12.363, Florida Statutes. 

Benefits Provided. The FRS provides a lifetime pension benefit with joint and survivor payment 
options. FRS membership is compulsory for employees fi l l ing regularly established positions in the 
School .  The HIS benefit is a monthly payment to assist retirees of the state-administered retirement 
system in paying their health insurance costs. 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE 1 - CONTI NUED 

A DROP, subject to provisions of Section 121.091, Florida Statutes, permits employees eligible for 
normal retirement under the Plan to defer receipt of monthly benefit payments while continuing 
employment with an FRS employer. An employee may participate in the DROP for a period not to 
exceed 60 months after electing to participate. During the period of DROP participation, deferred 
monthly benefits are held in the FRS Trust and accrue interest. The School had one DROP 
participant during fiscal 2015. 

Contributions. The contribution rates for members are established , and may be amended, by the 
State of Florida. During the 2015 fiscal year, contribution rates were as follows: 

Class or Plan 
Florida Retirement System, Regular 
Florida Retirement System, Reemployed Retiree 

Percent of Gross Salary 
Employee Employer (A) 

3.0% 7.37% 
(B) (B) 

(A) Employer rates include 1.26% for the post-employment health insurance supplement and 
0.04% for administrative costs of the Public Employee Optional Retirement Program. 

(B) Contribution rates are dependent upon the retirement class in  which reemployed. 

Employer contributions are recognized by the FRS in the period in which the compensation 
becomes payable to the member and the School is statutorily committed to pay the contributions to 
the FRS. Employer contributions recognized by the FRS from the School were $91,948 for the FRS 
and $20,005 for the H IS for the year ended June 30, 2015. 

At June 30, 2015, the School had $11,202 payable to the Plan, included in accrued payroll ,  payroll 
taxes and withholdings .  This payable results from statutorily required contributions on June payroll 
payable in July 2015. 

Defined Contribution Plan. Effective July 1, 2002, the FRS Investment Plan was implemented as a 
defined contribution plan alternative available to all FRS members in lieu of the defined benefit 
plan.  Employer contributions are defined by law, but the ultimate benefit depends in part on the 
performance of investment funds. The Investment Plan is funded by employer contributions that 
are based on salary and membership class (i .e . ,  regular class, reemployed retiree, etc .) .  
Contributions are directed to individual member accounts, and the individual members allocate 
contributions and account balances among various approved investment choices. The School had 
no Investment Plan participants during fiscal 2015. 

Pension Liabilities. Pension Expense. and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 

At June 30, 2015, the School reported a l iabil ity of $725,698 for its proportionate share of net 
pension liabil ity, consisting of $228,349 for the FRS and $497,349 for the HIS.  The net pension 
l iabil ity was measured as of June 30, 2014, and the total pension l iabil ity used to calculate the net 
pension liabil ity was determined by an actuarial valuation as of that date. The School's proportion of 
the net pension l iabi l ity was calculated using accrued retirement contributions for employers that 
were members of the FRS and HIS during fiscal years 2013 and 2014. At June 30, 2013 and 2014, 
the School's proportions for FRS were 0.003892562 percent and 0.003742518 percent, 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE I - CONTINUED 

respectively; the School's proportions for HIS were 0.004992759 percent and 0.005319098 
percent, respectively. 

For the year ended June 30, 2015, the School recognized a net pension expense after GASB 68 
adjustments of $18,848. Employer contributions in the allocated schedules for the defined benefit 
plans represent contributions specific to each defined benefit plan and do not equal total blended 
contributions remitted by the employer. The year-to-year pension expense number is l ikely to be 
volati le. At June 30, 2015, the School reported deferred outflows of resources and deferred inflows 
of resources related to pensions from the following sources: 

Florida Retirement System 
Difference between expected and actual experience 
Changes of assumptions or other inputs 
Net difference between projected and actual earnings on 

pension plan investments 
Changes in proportion and differences between 

contributions recognized and proportionate share of 
contributions 

Contributions subsequent to the measurement date 
Total Florida Retirement System 

Health I nsurance Subsidy Program 
Difference between expected and actual experience 
Changes of assumptions or other inputs 
Net difference between projected and actual earnings on 

pension plan investments 
Changes in proportion and differences between 

contributions recognized and proportionate share of 
contributions 

Contributions subsequent to the measurement date 
Total Health I nsurance Subsidy Program 

Total 

$ 

$ 

Deferred Deferred 
Outflows of Inflows of 
Resources Resources 

$ 14,131 
39,546 

380,923 

21,729 
91,948 

131,494 416,783 

17,698 

239 

24,466 
20 005 
62,408 

193,902 $ 416,783 

Contributions of $111,953, consisting of $91,948 for the FRS and $20,005 for the HIS, reported as 
deferred outflows of resources related to pension resulting from School contributions subsequent to 
the measurement date will be recognized as a reduction of the pension liabil ity in the year ended 
June 30, 2016. Other amounts reported as deferred outflows of resources and deferred inflows of 
resources related to pensions will be recognized in pension expense for the years ended June 30, 
as follows: 

2 3  



The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 201 5 

NOTE I - CONTI NUED 

FRS H IS 
201 6 $ (94,536) $ 6,860 
201 7 (94,536) 6,860 
201 8 (94,536) 6,860 
201 9 (94,536) 6,860 
2020 695 6,800 
Thereafter 21 2 8 ,1 63 

Totals $ (377,237) $ 42,403 

Actuarial Assumptions. The total pension liabil ity for each of the defined benefit plans was 
determined by an actuarial valuation as of Ju ly 1 ,  201 4, using the entry age normal actuarial cost 
method. I nflation increases for both plans is assumed at 2 .60 percent. Payroll growth for both plans 
is assumed at 3.25 percent. Both the discount rate and the long-term expected rate of return used 
for FRS Pension Plan investments is 7.65 percent. The plan's fiduciary net position was projected 
to be available to make al l  projected future benefit payments of current active and inactive 
employees. Therefore, the discount rate for calculating the total pension liability is equal to the 
long-term expected rate of return .  Because the H IS  program uses a pay-as-you-go funding 
structure, a municipal bond rate of 4.29 percent was used to determine the total pension liabil ity for 
the program.  Mortality rates were based on the Generational RP-2000 with Projection scale BB 
tables. 

The following changes in actuarial assumptions occurred in 201 4: 

• · FRS: As of June 30, 201 4, the inflation rate assumption was decreased from 3.00% to 
2 .60%, the real payroll growth assumption was decreased from 1 .00% to 0.65%, and the 
overall payroll growth rate assumption was decreased from 4.00% to 3.25% .The long-term 
rate of return decreased from 7. 75% to 7.65% . 

• H IS: The municipal rate used to determine total pension l iabi lity decreased from 4.65% to 
4.29% 

The actuarial assumptions for the FRS Pension Plan used in the J uly 1 ,  201 4 valuation were based 
on the results of an actuarial experience study for the period July 1 ,  2008 through June 30, 201 3. 
Because the H IS  Program is funded on a pay-as-you-go basis, no experience study has been 
completed for this program . 

The FRS's long-term expected rate of return on pension plan investments was determined using a 
log-normal distribution analysis in which best estimate ranges of expected future real rates of return 
(expected return, net of investment expense and inflation) are developed for each major asset 
class. These ranges are combined to produce the long-term expected rate of return by weighting 
the expected future real rates of return by the target asset al location percentage and then adding 
expected inflation. 

As of the most recent analysis of the long-term expected rate of return, presented to the FRS 
Board in September 201 4, the target allocation and best estimates of geometric real rates of return 
for each major asset class are summarized in the following table: 
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N OTE I - CONTINUED 

Asset Class 
Cash 
Intermediate-Term Bonds 
High Yield Bonds 
Broad US Equities 
Developed Foreign Equities 
Emerging Market Equities 
Private Equity 
Hedge Funds/Absolute Return 
Real Estate (Property) 

Totals 

Assu med I nflation - Mean 

June 30, 201 5 

Target 
Allocation 

1 .00% 
1 8.00% 

3.00% 
26. 50% 
21 .20% 

5.30% 
6 .00% 
7.00% 

1 2.00% 
1 00.0% 

Annual 
Arithmetic 

Return 
3.1 1 %  
4.1 8% 
6.79% 
8.51 % 
8.66% 

1 1 .58% 
1 1 .80% 

5 .81 % 
7.1 1 %  

2 .60% 

Compound 
Annual 

(Geometric) 
Return 

3.1 0% 
4.05% 
6.25% 
6.95% 
6.85% 
7.60% 
8.1 1 %  
5.35% 
6.35% 

Standard 
Deviation 

1 .65% 
5.1 5% 

1 0.95% 
1 8.90% 
20.40% 
31 . 1 5% 
30.00% 
1 0.00% 
1 3.00% 

2.00% 

Discount Rate. The discount rate used to measure the total FRS pension liability was 7 .65 percent. 
The projection of cash flows used to determine the discount rate assumed that employee 
contributions will be made at the current contribution rate and that employer contributions wil l  be 
made at rates equal to the fixed statutory rates specified in  law. Based on those assumptions, the 
F RS's fiduciary net position was projected to be available to make all projected future benefit 
payments of current active and inactive employees. Therefore, the long-term expected rate of 
return on pension plan investments was applied to all periods of projected benefit payments to 
determine the total pension l iabil ity. The FRS discount rate decreased from 7.75 percent to 7 .65 
percent. 

The discount rate used to measure the total H IS pension l iability was 4.29 percent. In general, the 
d iscount rate for calculating the total pension liabil ity is equal to the single rate equivalent to 
d iscounting at the long-term expected rate of return for benefit payments prior to the projected 
depletion date. Because the HIS benefit is essentially funded on a pay-as-you-go basis, the 
depletion date is considered to be immediate, and the single equivalent discount rate equal to the 
m unicipal bond rate selected by the plan sponsor. The HIS discount rate decreased from 4.63 
percent to 4.29 percent. 

Sensitivity of the School's proportionate share of the net pension liability to changes in the discount 
rate. The following tables demonstrate the sensitivity of the net pension liability to changes in the 
d iscount rate. The sensitivity analysis shows the impact to the collective net pension liabil ity of the 
participating employers if the discount rate was 1 .00 percent higher or 1 .00 percent lower than the 
current discount rate at June 30, 201 4. 

FRS Net Pension Liability: 

School's proportionate share of the net 
pension l iabil ity 

1 % Decrease 
(6.65%) 

$ 976,677 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

NOTE 1 - CONTI NUED 

HIS Net Pension Liability: 

School's proportionate share of the net 
pension liability 

June 30, 2015 

1 %  Decrease 
(3.29%) 

$ 565,694 

Current 
Discount Rate 

(4.29%) 

$ 497,349 

1 %  Increase 
(5.29%) 

$ 440,300 

Pension Plan Fiduciary Net Position. Detailed information about the pension plan's fiduciary net 
position is available in the separately issued comprehensive annual financial report (CAFR) of the 
Florida Retirement System Pension Plan and Other State Administered Systems for the fiscal year 
ended June 30, 2014 and the Schedules of Employer Allocations and Pension Amounts by 
Employer for the Florida Retirement Systems Pension Plan and the Retiree Health I nsurance 
Subsidy Program, audited by the Florida Auditor General .  The system's CAFR and actuarial reports 
may be obtained from the State of Florida, Division of Retirement, in Tallahassee, Florida or online 
at http.://www.dms. myflorida.com/workforce operations/retirement/publications. 

NOTE J - COMMITMENTS AND CONTINGENCI ES 

Leases 

The School leases facil ities under operating leases. I n  addition, the School leases portable 
classrooms from a foundation controlled by a member of the Board of Directors and administrative 
offices from a private foundation controlled by members of the Board of Directors. See Note F. 
Rent expense for the year ended June 30, 2015 was $118,149. Of this amount $9,000 and $6,930, 
were paid to the related parties, respectively. 

The Charter Schools of Excellence, I nc.  leases equipment under an operating lease, the cost of 
which is al located to individual campuses. The School's portion of the rent expense for the year 
ended June 30, 2015 is $12,879. 

Future minimum rental payments for the years ended June 30, are as follows: 

Legal Matters 

2016 
2017 
2018 
2019 
2020 
Thereafter 

$ 144,672 
$ 144,672 
$ 118,260 
$ 114,455 
$ 114,455 
$ 572,271 

In the normal course of conducting its operations, the School occasionally becomes party to 
various legal actions and proceedings. In the opinion of management, the u ltimate resolution of 
such legal matters will not have a significant adverse effect on the accompanying financial 
statements. 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 
A Charter School under The Charter Schools of Excellence, Inc. and 
a Component Unit of The School Board of Broward County, Florida 

NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2015 

NOTE J - CONTI NUED 

Funding and Credit Concentrations 

The School receives substantially al l  of its support and revenue from the federal, state and local 
funding sources, passed through the District, in the form of performance and budget based 
contracts. Continuing operation of the School is greatly dependent upon the continued support of 
these governmental agencies. 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 

A Charter School under The Charter Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

REQUIRED SUPPLEMENTAL INFORMATION 

BUDGET TO ACTUAL COMPARISON SCHEDULE - GENERAL FUND 

For the year ended June 30, 2015 

Variance with 

Final Budget 

Budgeted Amounts Actual Favorable 

REVENUES: Original Final Amounts (Unfavorable) 

State sources 

Categorical programs and other $ 2,002,491 $ 2,002,491 $ 1,901,007 $ {101 ,484) 
Total state sources 2,002,491 2,002,491 1,901,007 (101 ,484) 

Local sources 

Fundraising and contributions, net 24,620 24,620 31,309 6,689 
Grants and other 1 99,200 199,200 301,793 102,593 

Total local sources 223,820 223,820 333,102 109,282 

Unrestricted investment earnings 683 683 

Total Revenues 2,226,311 2,226,311 2,234,792 8,481 

EXPENDITURES: 

Current 

Instructional 836,715 836,715 852,263 (15,548) 
Pupil personnel services 26,312 26,312 5,168 21 '144 
Instruction and curriculum development 4,830 4,830 49 4,781 
Instructional staff training services 

General administration 1 29,082 129,082 114,077 15,005 
School administration 361,261 361,261 281,034 80,227 
Facilities acquisition and construction 120,000 120,000 118,688 1,312 
Fiscal services 1 17,999 117,999 147,057 (29,058) 
Food services 95,700 95,700 100,505 (4,805) 
Central services 189,600 189,600 171,839 17,761 
Pupil transportation services 86,000 86,000 102,287 (16,287) 
Operation of plant 184,993 184,993 165,320 19,673 
Maintenance of plant 72,000 72,000 47,148 24,852 

Capital outlay 7,850 (7,850) 

Debt service 

Principal 

Interest 2,576 {2,576) 
Total Expenditures 2,224,492 2,224,492 2,115,861 108,631 

Excess of revenues over expenditures 1,819 1,819 118,931 117,112 

OTHER FINANCING SOURCES (USES) 

Repayments of loan to related party 15,385 15,385 
Total Other Financing Sources (Uses) 15,385 15,385 

Net change in fund balance 1 ,819 1,819 134,316 132,497 

Fund Balance - Beginning of Year (176,081) (176,081) (176,081) 

Fund Balance - End of Year $ (174,262) $ (174,262) $ (41 ,765) $ 132,497 

See Independent Auditor's Report. 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 

A Charier School under The Charier Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE of the SCHOOL'S PROPORTIONATE SHARE of the NET PENSION LIABILITY 

FLORIDA RETIREMENT SYSTEM 

Last 1 0  Fiscal Years* 

School's proportion of the net pension liability (asset) 

School's proportionate share of the net pension liabil ity (asset) 

School's covered-employee payroll 

School's proportionate share of the net pension liabil ity (asset) 
as a percentage of its covered-employee payroll 

Plan fiduciary net position as a percentage of the total pension liability 

* The amounts presented for each fiscal year were determined as of 6/30. 

2014 

0.00374251 8% 

$ 228,349 

$ 1 ,581 ,01 7 

14 .44% 

96.09% 

* Complete 1 0-year information to be presented in future years as it becomes available. 

See I ndependent Auditor's Report. 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 

A Charter School under The Charter Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF SCHOOL CONTRIBUTIONS 

FLORIDA RETIREMENT SYSTEM 

Last 1 0  Fiscal Years* 

2014 

Contractually required contribution $ 81 ,977 
Contributions in relation to the contractually required contribution (81 ,977) 

Contribution deficiency (excess) $ 

School's covered-employee payroll $ 1 , 581 ,01 7 

Contributions as a percentage of covered-employee payroll 5. 1 9% 

* The amounts presented for each fiscal year were determined as of 6/30. 

* Complete 1 0-year information to be presented in future years as it becomes available. 

See Independent Auditor's Report. 
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$ 

$ 

$ 

201 3  

52,382 
(52 ,382) 

1 ,450,460 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 

A Charter School under The Charter Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE of the SCHOOL'S PROPORTIONATE SHARE of the NET PENSION LIABILITY 

HEALTH INSURANCE SUBSIDY PROGRAM 

Last 1 0  Fiscal Years* 

2014 201 3  

School's proportion of the net pension liability (asset) 0 .00531 9098% 0.004992759% 

School's proportionate share of the net pension liability (asset) $ 497,349 $ 434,685 

School's covered-employee payroll $ 1 ,581 ,01 7 $ 1 ,450,460 

School's proportionate share of the net pension liability (asset) 
as a percentage of its covered-employee payroll 31 .46% 29.97% 

Plan fiduciary net position as a percentage of the total pension liability 0 .99% 1 .78% 

* The amounts presented for each fiscal year were determined as of 6/30. 

* Complete 1 0-year information to be presented in future years as it becomes available. 

See Independent Auditor's Report. 
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The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus 

A Charter School under The Charter Schools of Excellence, Inc. and 

a Component Unit of The School Board of Broward County, Florida 

REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF SCHOOL CONTRIBUTIONS 

HEALTH INSURANCE SUBSIDY PROGRAM 

Last 1 0  Fiscal Years" 

201 4  

Contractually required contribution $ 1 8 ,221 
Contributions in relation to the contractually required contribution (1 8,221 ) 

Contribution deficiency (excess) $ 

School's covered-employee payroll $ 1 ,581 ,01 7 

Contributions  as a percentage of covered-employee payroll 1 . 1 5% 

* The amounts presented for each fiscal year were determined as of 6/30. 

* Complete 1 0-year information to be presented in future years as it becomes available. 

See I ndependent Auditor's Report. 
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Charles A. Krbllch , P. A. 
Certified Public Accountants 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER F INANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FI NANCIAL STATEMENTS PERFORMED I N  ACCORDANCE WITH 
GO VERNMENT AUDITING STANDARDS 

To the Board of Directors 
The Charter Schools of Excellence, I nc.  
Fort Lauderdale, Florida 

We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of the governmental activities and the major fund of The Charter Schools of Excellence, 
I nc. #5031 Fort Lauderdale 1 Campus (the "School"), a charter school under The Charter Schools 
of Excellence, I nc.  and a component unit of The School Board of Broward County, Florida, as of 
and for the year ended June 30, 2015, and the related notes to the financial statements, which 
collectively comprise the School's basic financial statements, and have issued our report thereon 
dated October 26, 2015. 

Internal Control Over Financial Reporting 

I n  planning and performing our audit of the financial statements, we considered The Charter 
Schools of Excellence, Inc.  #5031 Fort Lauderdale 1 Campus's internal control over financial 
reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the School's internal control .  
According ly, we do not express an opinion on the effectiveness of the School's internal control .  

A deficiency in internal control exists when the design or operation of a control does not al low 
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 com bination of deficiencies, in internal control, such that there is a reasonable 
possibil ity 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 l imited 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 l imitations, during our audit we did not 
identify any deficiencies in internal control that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 

Page 2 

As part of obtain ing reasonable assurance about whether The Charter Schools of Excellence, I nc. 
#5031 Fort Lauderdale 1 Campus'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 
determ ination of financial statement amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and accordingly, we do not express such an 
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 

Purpose of this Report 

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

Fort Lauderdale, Florida 
October 26, 2015 



Charles A. Krbllch, P. A. 
Certified Public Accountants 

MANAGEMENT LETTER I N  ACCORDANCE WITH THE 
RULES OF THE AUDITOR GENERAL OF THE STATE OF FLORIDA 

To the Board of Directors 
The Charter Schools of Excellence, Inc. 
Fort Lauderdale, Florida 

Report on the Financial Statements 

We have audited the financial statements of The Charter Schools of Excellence, Inc. #5031 Fort 
Lauderdale 1 Campus (the "School"), a charter school under The Charter Schools of Excellence, 
I nc. and a component unit of The School Board of Broward County, Florida, as of and for the fiscal 
year ended June 30, 201 5, and have issued our report thereon dated October 26, 201 5. 

Auditor's Responsibility 

We conducted our audit 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 Chapter 1 0.850, Rules of 
the Auditor General .  

Other Report 

We have issued our I ndependent Auditor's Report on I nternal Control over Financial Reporting and 
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in 
Accordance with Government Auditing Standards. Disclosures in that report, which is dated 
October 26, 201 5, should be considered in conjunction with this management letter. 

Prior Audit Findings 

Section 1 0. 854(1 )(e) 1 . ,  Rules of the Auditor General, requires that we determine whether or not 
corrective actions have been taken to address findings and recommendations made in the 
preceding annual financial audit report. In the prior year there was finding of deteriorating financial 
condition due to a spendable - unassigned fund balance deficit of ($1 87 ,291 ). During the current 
year the School had a positive change in fund balance of $1 34,31 6 and has reduced the spendable 
unassigned fund balance deficit to ($52, 975) . 

Official Title 

Section 1 0.854(1 )(e)5 . ,  Rules of the Auditor General, requires the name or official title of the entity. 
The official title of the entity is The Charter Schools of Excellence, I nc. #5031 Fort Lauderdale 1 
Campus (f/k/a Charter School of Exce

'
llence) . 

Financial Condition 

Section 1 0. 854( 1 ) (e)2 . ,  Rules of the Auditor General, requires that we report the results of our 
determination as to whether or not The Charter Schools of Excellence, I nc. #5031 Fort Lauderdale 
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Financial Condition - Continued 

Page 2 

1 Cam pus has met one or more of the conditions described in Section 21 8.503(1 ), Florida Statutes, 
and identification of the specific condition(s) met. In connection with our audit, we determined that 
The Charter Schools of Excellence, Inc. #5031 Fort Lauderdale 1 Campus did not meet any of the 
conditions described in Section 21 8.503(1 ), Florida Statutes. 

Pursuant to Sections 1 0.854(1 )(e)6.a.  and 1 0. 855(1 2), Rules of the Auditor General, we applied 
financial condition assessment procedures for The Charter Schools of Excellence, Inc. #5031 Fort 
Lauderdale 1 Campus. It is management's responsibil ity to monitor The Charter Schools of 
Excellence, I nc. #5031 Fort Lauderdale 1 Campus's financial condition, and our financial condition 
assessment was based in part on representations made by management and the review of 
financial information provided by same. By definition the School may meet the criteria for 
deteriorating financial condition as it has a spendable - unassigned fund balance deficit of 
($52,975). I n  our professional judgment, we do not bel ieve this is a result of deteriorating financial 
conditions. 

Transparency 

Section 1 0. 854(1 )(e)7. and 1 0.855(1 3), Rules of the Auditor General, require that we report the 
results of our determination as to whether The Charter Schools of Excellence, I nc. #5031 Fort 
Lauderdale 1 Campus maintains on its Web site the information specified in Section 1 002.33(9)(p), 
Florida Statutes .  In connection with our audit, we determined that The Charter Schools of 
Excellence, I nc. #5031 Fort Lauderdale 1 Campus maintained on its Web site the information 
specified in Section 1 002.33(9)(p), Florida Statutes. 

Other Matters 

Section  1 0. 854(1 ) (e)3. ,  Rules of the Auditor General, requires that we address in the management 
letter any recommendations to improve financial management. In connection with our audit, we did 
n ot have any such recommendations. 

Section 1 0. 854(1 ) (e)4., Rules of the Auditor General, requires that we address noncompliance with 
provisions of contracts or grant agreements, or  abuse, that have occurred, or are likely to have 
occurred, that have an effect on the financial statements that is less than material but which 
warrants the attention of those charged with governance. In connection with our audit, we did not 
h ave any such findings. 

Purpose of this Letter 

Our management letter is intended solely for the information and use of the Legislative Auditing 
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida 
Auditor General, Federal and other granting agencies, the Board of Directors, appl icable 
management, and The School Board of Broward County, Florida and is not intended to be and 
should not be used by anyone other than these specified parties. 

Fort Lauderdale, Florida 
October 26, 201 5 




