HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
21W. 22" ST,
RIVIERA BEACH, FL 33404-5509

October 1, 2007

The Hope Learning Community of Riviera Beach, Inc.’s Board of Directors and
Administration are responsible for the contents of this report. The management of Hope
Learning Community of Riviera Beach, Inc. d/b/a Noah'’s Ark International Charter
School (NAI) is committed to quality education for all students. In doing so, we have
achieved adequate yearly progression (AYP) for the third year in a row which means that
we have met all academic federal guidelines. NAI is a 95% free lunch school and serves
students with an economically challenging background. NAI started the school year with
47 students and ended the school year with 55 students. NAI is confident that the student
numbers will increase for the upcoming school year. Additional students will increase
state funding, which will result in securing a successful fifth year of operation.

The staff, students, and parents of our school are partners in the community and share the
International Baccalaureate (I.B.) philosophy that the nature and future of education
should be a focus on international studies. The heart and soul of this approach is that our
students study the peoples of the world. The first step in that exploration is for students
to learn a language other than his or her native language. Thus, exploration of cultures
throughout the world will begin through the mastering of foreign languages. We believe
that an attempt to define the ideal of internationalism is attainable. We pursue that goal
through a challenging program that will evolve from the level of competence in
conversation. We believe that the nature and future of education should be a focus on
international studies. Our students progress through our program and gain an
appreciation and respect for other cultures by learning systems of politics, economics,
language, customs, and socialization,

This new perspective is the ability to relate the experiences of the classroom to the
realities of the global community. An emphasis is placed on the ideals of international
understanding and responsible citizenship, resulting in our students becoming critical and
compassionate thinkers and informed participants in local and world affairs.

We have provided additional information in the Management Discussion & Analysis for
your review.

Respectfully submitted:

Eriﬂ(a Hadden, Principal

Durden, Board of Directors
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Hope Learning Community of Riviera Beach, Inc.

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, and each major fund of Hope Learning Community of Riviera Beach, Inc., a component unit of The
School District of Palm Beach County, as of and for the year ended June 30, 2007, which collectively comprise
Hope Learning Community of Riviera Beach, Inc.’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of Hope Learning Community of Riviera Beach, Inc.’s
management. Our responsibility is to express an opinion on these basic 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 of material misstatement. Anauditincludes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, and each major fund of Hope
Learning Community of Riviera Beach, Inc. as of June 30,2007, and the respective changes in financial position
for the year then ended in conformity with accounting principles generally accepted in the United States of
America. :

In accordance with Government Auditing Standards, we have also issued our report dated October 1, 2007, on
our consideration of Hope Learning Community of Riviera Beach, Inc.’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 opinton on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 3, 4 and 18,
respectively, are not a required part of the basic financial statements but are supplementary information required
by accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express
no opinion on it.

Members, American Institute of Certified Public Accountants = Florida Institute of Certitied Public Accountants

-




Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise Hope Learning Community of Riviera Beach, Inc.’s basic financial statements. The introductory
section is presented for purposes of additional analysis and is not a required part of the basic financial
statements. The introductory section has not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we express no opinion on it

W/ il ( /5@&1% +GCo.
West Palm Beach, FL
October 1, 2007

Members, American Institute of Certified Public Accountants - Florida Institute of Certified Public Accountants
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HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
d/b/a NOAH’S ARK INTERNATIONAL CHARTER SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS

Te following is an overview of the Annual Financial Report.
This section of the annual financial report for Noah’s Ark International Charter School (NAI} presents our

discussion and analysis of Noah’s Ark International Charter School’s financial performance during the fiscal
year that ended on June 30, 2007. Please read in conjunction with the Annual Financial Report for Noah’s Ark.

Financial Highlights

We continue to monitor Noah’s Ark International’s financial status. The available funds from projects and
contributions from our parents were very instrumental in helping to assist us financially.

. QOverall revenues were $ 365,025.

. FTE funds accounted for most of the budgeted revenue.

. Total cost for our basic programs was higher than our revenue.

. 95% of our students receive free lunch, which qualified us for about $22,292 in Title I Funds.

. Capital Outlay funds for the 2006-2007 school year were $29,386.
. IDEA funds were $4,175.00.

The School’s liabilities exceeded its assets by $38,534 (net assets) for the fiscal year reported. This compares to
the previous year when liabilities exceeded assets by $25,533.

Total net assets are comprised of the following:
. Capital assets of $22,471 which include property and equipment.

. Unrestricted net assets of $(61,005) were a result of expenses exceeding revenues for the fiscal
year reported.

The statement of activities shows a decrease in net assets of $(13,001) compared to a decrease of $(18,930) in
the previous year.

Overview of the Financial Statements

- The financial statements include government-wide financial statements and notes to the financial statements.
The School also includes in this report additional information to supplement the financial statements.

Government-wide Financial Statements

The School’s annual report includes two government-wide financial statements. The Statement of Net Assets
and the Statement of Activities. The Statement of Net Assets presents the School’s assets and liabilities with
the difference being net assets. Increases or decreases in net assets are an indication of whether the financial
position of the school is improving or deteriorating.

The Statement of Activities reports how the School’s net assets changed during the current fiscal year. It lists
expenses and revenues and breaks down to specific activities and sources.



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
d/b/a NOAH’S ARK INTERNATIONAL CHARTER SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
The government-wide financial statements are presented on pages six through eight of the financial report.

Fund Financial Statements

The School uses funds to account for activities. The fund used is the general fund for all financial resources not
designated to any other specific fund.

The general fund shows expenditures exceeding revenues resulting in a decrease in the unreserved fund balance
of $(5,772) for the fiscal year ended June 30, 2007.

The fund financial statements are presented on pages nine through twelve and include a reconciliation of the
difference between the government-wide financial statements and the fund financial statements.

Capital Assets

The School did not have an increase in capital assets for the fiscal year ended June 30, 2007.

Budget Analysis

Actual revenues did not meet budget expectations. Expenditures exceeded budgeted amounts with a net
negative result of $(52,376). See page 19 for a detailed comparison of budget to actual revenues and
expenditures.

The Title I funds and the capital outlay funds are released upon reimbursement through paid invoices of
allocated expenditures. The FTE funds are based upon a projected student count, which occurs twice a year,

once in October and again in February. The facility where NAI is located prohibits growth. Therefore, our top
priority is to secure a new location to expand our operation. :



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.

Statement of Net Assets
June 30, 2007
Governmental Business-Type
Activities Activities Total
Assets
Capital assets:

Cash 5 1,208 0 3 1,208
Grants receivable 27,901 0 27,901
Furniture, fixtures, and equipment 50,050 0 50,050
Less accumulated depreciation (27,579) 0 (27,579)
Total capital assets net of depreciation 22,471 0 22471

Total Assets h) 51,580 § 0 $ 51,580
Liabilities
Accounts payable and other current liabilities $ 44,814 0 3 44,814
Note payable—non-current 45,300 0 45,300
Total Liabilities $ 90,114 § 0 §$ 90,114
Net Assets
Invested in capital assets, net of related debt $ 22471 % 0 3% 22,471
Unrestricted {61,005) 0 (61,005)
Total Net Assets $ (38,534) $ 0 % (38,534)

See accompanying notes to financial statements
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HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.

Balance Sheet

Governmental Funds

June 30, 2007
Total Governmental
General Fund Funds
Assets

Cash $ 1,208 1,208

Grants receivable 27,901 27,901

Prepaid insurance - -
Total Assets $ 29,109 29,109
Liabilities:

Accounts payable 44,814 44,814
Total Liabilities $ 44,814 44,814
Fund Balances

Unreserved:

Undesignated $ (15,705) (15,705)
Total Fund Balances $ (15,705) (15,705)
Total Liabilities and Fund Balances $ 29,109 29,109

See accompanying notes to financial statements

-9.



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Assets

Total fund balance--governmental funds $ (15,705)

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

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported as assets in governmental funds. The cost of
the assets is $50,050 and the accumulated depreciation is ($27,579). 22,471

Long term liabilities are not due and payable in the current period and, (45,300)
therefore, are not reported in the government fund balance sheet.

Total net assets--governmental activities $ (38,534)

See accompanying notes to financial statements

-10-



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2007

General Fund Total Governmental
Funds
Revenues:
School District funding $ 348,104 $ 348,104
Gifts, grants, and local sources 16,921 16,921
Total Revenues 365,025 365,025
Expenditures:
Current:
Instruction and instructional related
services 242,170 242,170
Instructional support services 0 0
Board 5,500 5,500
School administration 61,957 61,957
Plant, facilities, and maintenance 49,816 49,816
Fiscal services 6,316 6,316
Pupil transportation 5,038 5,038
Total Expenditures 370,797 370,797
Excess (deficiency) of revenues
over (under) expenditures (5,772) (5,772)
Net changes in fund balance (5,772) (5,772)
Fund balance - July 1, 2006 (9,933) (9,933)
Fund balance - June 30, 2007 $ (15,705 § (15,705)

See accompanying notes to financial statements

-11-



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures,
and Changes in FFund Balances to the Statement of Activities

Total net change in fund balances--governmental funds $(5,772)

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

Capital outlays are reported in governmental funds as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense. This is the amount by which depreciation

expense ($4,228) exceeds capital outlays $ -0- in the period. (4,228)
Some expenses reported in the statement of activities do not use current financial

resources and, therefore, are not reported as expenditures in governmental funds (3,001)
Change in net assets of governmental activities $(13,001)

See accompanying notes to financial staterments

-12 -



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Notes to Financial Statements
June 30, 2007

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Hope Learning Community of Riviera Beach, Inc. have been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP) as
applied to local government units. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The more significant accounting policies of Hope Learning Community of Riviera Beach,
Inc. are described below.

In June 1999, the Governmental Accounting Standards Board (GASB) unanimously approved Statement
No. 34, Basic Financial Statements - and Management’s Discussion and Aralysis - for State and Local
Governments. Certain of the significant changes in the Statement include the following:

. For the first time the financial statements include:

A Management’s Discussion and Analysis (MD&A) providing an analysis of Hope Learning
Community of Riviera Beach, Inc.’s overall financial position and results of operations.

Financial statements prepared using full-accrual accounting for all of Hope Learning Community
of Riviera Beach, Inc.’s activities.

. A change in the fund financial statements to focus on the major funds.

These and other changes are reflected in the accompanying financial statements (including notes
to financial statements) as of June 30, 2007. Hope Learning Community of Riviera Beach, Inc.
has implemented the provisions of Statement No. 34 as well as other new standards related to note
disclosure, nonexchange transactions, and certain liabilities and expenditures.

Organization--Hope Learning Community of Riviera Beach, Inc., d/b/a Noah’s Ark International Charter
School (the Organization) was organized in Palm Beach County, Florida in the year 2001. The
Organization operates as a charter school under the sponsorship of and by agreement with the School
District of Palm Beach County, Florida as provided by Florida Statutes. The agreement between the
Organization and the School District provides for teaching grades K thru 5. The current charter school
contract is effective for the five-year period commencing July 1, 2006 and ending June 30, 2011. The
Organization has registered the fictitious name (d/b/a) Noah’s Ark International Charter School.

Reporting Entity--The Organization is a component unit of the Palm Beach County School District. The
Organization is financially accountable to the Palm Beach County School District. There are no
component units of Hope Learning Community of Riviera Beach, Inc. The Organization is subject to
being reported as a component unit of the Palm Beach County School District (the primary government)
as a result of government accounting standards and the financially accountable relationship between the
two organizations.

Government-wide and fund financial statements--The government-wide financial statements (i.e., the
statement of net assets and the statement of activities) report information on all of the nonfiduciary

-13 -



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Notes to Financial Statements (Continued)
June 30, 2007

activities of the Organization. For the most part, the effect of interfund activity has been removed
from these statements.

The statement of activities demonstrates the degree to which the direct expenses of a given program are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
program. Program revenues include 1) charges to students or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function and 2) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular function.

Other items not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds are reported as separate columns in the fund financial statements. The Organization
did not have proprietary or fiduciary funds during this reporting period.

Measurement focus, basis of accounting, and financial statement presentation--The government-
wide financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
Jfocus 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 enough thereafter to pay liabilities of the current period. For this purpose, the
Organization considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated
absences, early retirement, arbitrage rebates, and postemployment healthcare benefits, are recorded only
when payment is due.

Interest associated with the current fiscal period is considered to be susceptible to accrual and has been
recognized as revenues, when applicable, of the current fiscal period. All other revenue items are
considered to be measurable and available only when the Organization receives cash.

The Organization reports the following major governmental funds:

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

. The capital projects fund accounts for resources accumulated and payments made for the
acquisition and improvement of sites, construction and remodel of facilities, and procurement of
equipment necessary for providing educational programs for all students within the Organization.



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Notes to Financial Statements (Continued)
June 30, 2007

Private-sector standards of accounting, and financial reporting issued prior to December 1, 1989, generally are
followed in both the government-wide and proprietary fund financial statements to the extent that those standards
do not conflict with or contradict guidance of the Governmental Accounting Standards Board.

Amounts reported as program revenues include 1) charges to students for tuition, fees, rental, material, supplies,
or services provided 2) operating grants and contributions, and 3) capital grants and contributions. Iaternally
dedicated resources are reported as general revenues rather than as program revenues.

When both restricted and unrestricted resources are available for use, it is the Organization’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Budgetary Data--Budget information is presented on the modified accrual basis of accounting for all government
funds. The board of directors adopts the budget. Once adopted, the board can amend the budget. There were no
amendments to the adopted budget. Therefore, the budgetary comparisons do not contain an original vs final
variance.

Capital Assets--Capital assets, which include buildings and improvements, and furniture and equipment, are
reported in the government-wide financial statements. The Organization defines capital assets as assets with an

-~ inittal, individual cost of more than $500 for furniture and equipment and $3,000 for buildings and improvements
and an estimated useful life in excess of two years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair value at the date
of donation.

Donated Assets--The Organization did not received donated assets during the year.

The cost of normal maintenance and repairs that do not add to the value of the assets or materially extend assets
lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred
during construction is not capitalized.

Capital asset activity for the year ended June 30, 2007, was as follows:

Beginning Ending

Balance Increases Decreases Balance

Furniture, fixtures, and equipment $ 50,050 § -3 -3 50,050
Less accumulated depreciation (23,351) (4,228) - (27,579

Government activities, net capital assets  § 26,699 § (4,228) $ $ 22,471




HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Notes to Financial Statements (Continued)
June 30, 2007

Depreciation expense was charged to governmental activities  instructional services and plant, facilities,
and maintenance”.

Buildings, improvements, furniture, and equipment of the Organization are depreciated using the straight-
line method over the following lives:

Assets Years
Furniture 10
Office equipment 10
Athletic equipment 8
Audio visual equipment 6
Computer equipment 3

Compensated Absences--Under terms of agreements, employees earn vacation and sick leave. No
reimbursement or accrual is made for unused sick leave. The school employees had no unused sick or
vacation time at the end of the school year.

Fund Equity--In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside parties for use for a
restricted purpose. Designations of fund balance represent tentative plans for future use of financial
resources that are subject to change.

B. USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estirmates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

C. ACCOUNTS RECEIVABLE

The Organization receives funding primarily from government agencies. Management believes that all
receivables are collectible. Therefore, no allowance for doubtful accounts is reflected in these financial
statements.

D. CONTINGENCIES

The Organization receives funding from the Palm Beach County School District. The disbursement of
funds received under the contract generally requires compliance with terms and conditions specified in
the contract and is subject to audit by the District, the District’s independent auditors, and other
governmental auditors. Any disallowed claims resulting from such audits could become a liability of the
General Fund or other applicable fund. Based on prior experience, the Organization believes such
disallowance, if any, would be immaterial.



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Notes to Financial Statements (Continued)
June 30, 2007

E. COMMITMENT

The Organization leases its facility from Saint George Episcopal Church, Inc. The lease provides for
monthly rent payments of $2,600 until August 2008.

F. CASH

The school deposits its funds in an interest-bearing bank account. The depositor is insured by the Federal
Deposit Insurance Corporation (FDIC) up to $100,000. There are no uninsured balances as of June 30,
2007, (Category 1)

G. RISK MANAGEMENT PROGRAMS

Insurance is being provided through purchased commercial insurance as per the minimum requirements
provided by the District. Settled claims resulting from these risks have not exceeded commercial
coverage.

H. RELATED PARTY TRANSACTIONS

The school borrowed additional funds from members of the Board of Directors in amounts totaling
$15,250. The loans were interest free and $12,250 was repaid during the year ended 6/30/07. The
proceeds of the loan were used to pay operating expenses. This is the fourth year that the school has
borrowed funds for operating expenses from the members of the Board of Directors. One board
members’ loan has been unpaid for three years.

The continued ability of the school to borrow funds from the members of the Board of Directors is solely
at the discretion and or ability of the board members to continue to loan funds. The absence of said loans
and/or other additional sources of financing may significantly effect the ability of the school to meet its
cash flow requirements.

As discussed above, the School is a component unit of the Palm Beach County School District. The
general operating authority of the School is contained in Section 228.056, Florida Statutes. The School
operates under a charter of the sponsoring school district, the Palm Beach County District School Board
(the District). The current charter is effective until June 30, 2011. At the end of the term of the charter,
the District may choose not to renew the charter under 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,
Pursuant to Section 228.056(10)(e). Florida Statutes, the charter school contract provides that in the event
the school is dissolved or terminated, any unencumbered funds and all school property purchased with
public funds automatically revert to the District. During the term of the charter, the District may also
terminate the charter if good cause is shown. The School is considered a component unit of the District.

The Palm Beach County School District holds back a 5% administrative fee from certain funds. The
revenues reported in these financial statements are net of that fee. The hold back fee for the year ended
June 30, 2007 was $15,662.



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Notes to Financial Statements (Continued)
June 30, 2007

I. GOING CONCERN

The school is in a state of financial emergency as defined in section 218-501(1) Florida Statutes and
referenced in the Rules of the Florida Auditor General 10.857 (1) . In addition, the School District has
notified the charter school that it must meet certain improvements/requirements of the Financial Recovery
Plan entered into on March 20, 2007, or risk not having the agreement with the School District continued.
Since the charter school relies on the School District for funding, the future of the charter school is at risk
pending the satisfaction of the demands of the School District as well as the correction of the state of
financial emergency.



HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
Statement of Revenues, Expenditures, and Changes in Fund Balances -

Budget and Actual, General Fund

Year Ended June 30, 2007
Budget Actual Budget to
(Original Amounts GAAP Actual
&Final) Budgetary Variances Amounts
Basis Positive (Negative) GAAP Basis

Revenues:

School District funding 5 387,674 § 348,104 % (39,570) $ 348,104

Gifts, Grants, and fund-raising 13,000 16,921 3,921 16,921
Total Revenues 400,674 365,025 (35,649) 365,025
Expenditures:

Current:

Instruction and instructional related

Services 221,380 242,170 (20,790) 242,170

Instructional support services - - - -

Board 5,500 5,500 - 5,500

School administration 67,770 61,957 5,813 61,957

Plant, facilities, and maintenance 50,370 49,816 554 49,816

Fiscal services 9,050 6,316 2,734 6,316

Pupil transportation - 5,038 (5,038) 5,038

Capital outlay - - - -
Total Expenditures 354,070 370,797 (16,727) 370,797
Excess (deficiency) of revenues
over (under) expenditures 46,604 (3,772) (52,376) (5,772)
Net changes in fund balance 46,604 (5,772) (52,376) (3,772)
Fund balance - July 1, 2006 (9,933) (9,933) - (9,933)
Fund balance - June 30, 2007 $ 36,671 $ {15,70:5) (52,376) § (15,705)

See accompanying notes to financial statements
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Certified Public Accountants

West Palm Beach (561) 689-4093
Boca Raton (561) 391-0945
Miami (305) 266-6691
Fax (561) 697-4359

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

To the Board of Directors
Hope Learning Community of Riviera Beach, Inc.

We have audited the financial statements of the governmental activities, the business-type activities, and each
major fund of Hope Learning Community of Riviera Beach, Inc., as of and for the year ended June 30, 2007,
which collectively comprise Hope Learning Community of Riviera Beach, Inc.’s basic financial statements and
have issued our report thereon dated October 1, 2007. 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.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered Hope Learning Community of Riviera Beach, Inc.’s internal

control over financial reporting as a basis for designing our audit procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Hope Learning Community of Riviera Beach, Inc.’s internal control over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of Hope Learning Community of Riviera Beach, Inc.’s internal
control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects
Hope Learning Community of Riviera Beach, Inc.’s ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more than
a remote likelihood that a misstatement of Hope Learning Community of Riviera Beach, Inc.’s financial
statements that is more than inconsequential will not be prevented or detected by Hope Learning Community of
Riviera Beach, Inc.’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected
by Hope Learning Community of Riviera Beach, Inc.’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

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

Members, American Institute of Certified Public Accountants - Florida Institute of Certified Public Accountants
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To the Senior Management and

The Board of Directors of ,
Hope Learning Community of Riviera Beach, Inc.
Page two

We noted certain matters that we reported to management of Hope Learning Community of Riviera Beach, Inc.,
in a separate letter dated October 1, 2007

This report is intended solely for the information and use of management, the audit committee, others within
the organization, Palm Beach County School District, and other awarding agencies, regulatory and pass-through
entities and is not intended to be and should not be used by anyone other than these specified parties. However,
it may be considered a matter of public record by Florida Statutes and Regulations.

schad] C, forciei+Co,

Weést Palm Beach, FL
October 1, 2007

Members, American Institute of Certified Public Accountants - Florida Institute of Certified Public Accountants
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To the Senior Management and
The Board of Directors of
Hope Learning Community of Riviera Beach, Inc.

In planning and performing our audit of the financial statements of Hope Learning Community of Riviera Beach, Inc.
for the year ended June 30, 2007, we considered the Organization’s internal control in order to determine our auditing
procedures for the purpose of expressing an opinion on the financial statements and not to provide assurance on internal
control.

However, during our audit, we became aware of a matter that is an opportunity for strengthening internal controls and
operating efficiency. We previously reported on the Organization’s internal control in our report dated October 1, 2007.
This letter does not affect our report dated October 1, 2007, on the financial statements of Hope Learning Community
of Riviera Beach, Inc.

We will review the status of this comment during our next audit engagement. We have already discussed this comment
and suggestion with various Organization personnel, and we will be pleased to discuss this comment in further detail at
your convenience, to perform any additional study of this matter, or to assist you in implementing the recommendation.
Our comment is summarized as follows:

1. Cash Flow and Budgeting—Cash flow continued to be a problem. The School can improve its cash flow
by following up on grant applications and pursuing new sources of revenue. Management should monitor
the performance of the Organization closely and regularly throughout the year. The adopted budget
anticipated an excess of revenues over expenditures. The Organization should review its budgeting
process to consider other sources of potential revenues and funding along with cost cutting measures that
will render a manageable cash flow situation. The Organization can then plan, organize, monitor, and
make changes accordingly, based on performance throughout the year.

There were no other matters pending from the previous year’s audit.

The school is in a state of financial emergency as described in Section 218.501 (1), Florida Statutes. The school’s net
asset deficit increased from $(25,533) to $(38,534). The financial condition of the school deteriorated to the extent
expenditures continued to exceed revenues. In addition, current liabilities exceeded current assets. The school is obligated

to notify the School District, and the legislative auditing committee with 30 days concerning the school’s state of financial
emergency.

We wish to thank the Principal and her department for their support and assistance during our audit.
This management letter has been prepared pursuant to Florida Statutes and Rules of the Florida Auditor General.

There were no violations of laws, regulations, and contractual provisions that were discovered within the scope of the
financial audit that would have a material affect on the financial statements.

Members, American Institute of Certified Public Accountants - Florida Institute of Certified Public Accountants
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To the Senior Management and

The Board of Directors of

Hope Learning Community of Riviera Beach, Inc.
Page two

There were no illegal or improper expenditures discovered within the scope of the financial audit which would have had
a material affect on the financial statements.

Two immaterial matters which did not materially affect the financial statements are discussed and summarized above as
comments.

This report is intended solely for the information and use of the Board of Directors, management, and others within the
organization and is not intended to be and should not be used by anyone other than these specified partics. However, it
may be reviewed by the Palm Beach County School District, various regulatory agencies and may be a matter of public
record by Florida Statutes and Regulations.

/“M CW*C’O

West Palm Beach, FL.
October 1, 2007

Members, American Institute of Certified Public Accountants - Florida Institute of Certified Public Accountants
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i
HOPE LEARNING COMMUNITY OF RIVIERA BEACH, INC.
D/B/A NOAX'’S ARK INTERNATIONAL CHARTER SCHOOL

Erichka Hadden
Principal

October 25, 2007

Michucl C, Beehicr & Co,
1E97 Paira Beach Lakes BIvd, Suite 210
Went Failm Bewch. PL 33409

Dear Mr. Becker: : !

t
This letter b wrilteo in respessc io the Annual Finswdal Report for Hope Learning Community of
Rivicrs Beaeh, loc. dow iy Mr. Michaal C, ]:btkn‘& Cao, for thc year ending Jupe 30, 2007,

I
An alwayg, [ wish to commood My, Becker for » Job weill dose. The sudit way comdocted im » very
professional and informative cvnaner, i

Im response to the sreas of concern, cash batis noernal acoommtioy aud geoerni ensh Qow, the
follewing stateananis are submitted: !

-~ Agwiv, we sgree with the ittm of concers srpivding onr pracat cash flow and
and budgetiog. We continae to work on strosgthepiog intermsl hudget conlroks
Abo, we have made an all-owt cffort to organize more fundraiting activitees, -
acquire wore grants, snd scek more community financial support.

- In response 1o the sitnation reganding Section 218,501 (1). Florida Statuses, we
reslize thet the school in in's state of financisl emergency, The Basrd has writion
» fMinsncind plas thort we eow will hieip the school come out of = atate of
Financial Fwsergoacy for the 2007-2¢08 schowl year.

Again, we waot to thank Mr. Micheei C, Bockiow & Co, for conduactiog aa excellent audit and we fook
forward 1o ell-ln_u)ng the-grens of concevo(stated in the 2006-2007 wudit
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