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HARVEY., COVINGTON & THOMAS UC

Certified Public Accountants & Consultants

- INDEPENDENT AUDITOR’S REPORT

= To the Board of Directors
Micanopy Middle Charter School

We have audited the accompanying financial statements of the governmental activities
and each major fund of Micanopy Middle Charter School (the “School™), as of and for
the year ended June 30, 2008, which collectively comprise the Charter School’s basic
financial statements as listed in the table of contents. These financial statements are the
responsibility of Micanopy Middle Charter School’s management. Our responsibility is
to express opinions 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. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes 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 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 each major
fund of Micanopy Middle Charter School, as of June 30, 2008, 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

_ August 21, 2008, on our consideration of Micanopy Middle Charter 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
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
important for assessing the results of our audit.

North Florida Central Florida West Florida South Florida 1
- (904) 4765713 Phone  [407] 475-1000 Phone (813) 221-5111 Phone [954] 966-4435 Phone



The management’s discussion and analysis and budgetary comparison information on
pages 3 through 8 and 19, 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.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise Micanopy Middle Charter School’s basic financial statements.
The introductory section and budgetary sections are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The introductory
and budgetary sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we express no opinion on them.

Hollywood, Florida

August 21, 2008



MICANOPY MIDDLE CHARTER SCHOOL
MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2008

This discussion and analysis of the School’s financial performance provides an overview of the
School’s financial activities for the fiscal year ended June 30, 2008. Please read it in conjunction
with the School’s financial statements, which follow this section.

The following are various financial highlights for fiscal year 2008:

L

% The School’s total net assets were approximately $ 256,000.

% Total ending unrestricted nets assets were approximately § 30,000.
¢ The School had total expenses for the year of about $ 476,000 compared to revenue of
approximately $ 478,000.

The School remained within the budget set by the Board of Directors for the fiscal year ended
June 30, 2008.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This annual report contains government-wide financial statements that report on the School’s
activities as a whole and fund financial statements that report on the School’s individual funds.

Government-wide Financial Statements

The first financial statement is the Statement of Net Assets. This statement includes all of the
School’s asset and liabilities using the accrual basis of accounting. Accrual accounting is similar
to the accounting used by most private-sector companies. All of the current year revenues and
expenses are recorded, regardless of when cash is received or paid. Net assets — the difference
between assets and liabilities — can be used to measure the School’s financial position.

The second financial statement is the Statement of Activities. This statement is also shown using
the accrual basis of accounting. It shows the increase and/or decrease in net assets during the
fiscal year. Over time, the increases or decreases in net assets are useful indicators of whether
the School’s financial health is improving or deteriorating. However, other non-financial factors,
such as enrollment levels or changes in State funding, must also be considered when assessing
the overall health of the School.

In these statements, all of the School’s activities are considered to be governmental activities.
The School has no business type activities, which are generally financed in whole or in part by
fees charged to external parties for goods and services.



MICANOPY MIDDLE CHARTER SCHOOL
MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2008

Fund Financial Statements

Following the government-wide financial statements are the fund financial statements. They
provide more detailed information about the School’s funds.

% Governmental Funds — These funds are accounted for using modified accrual accounting.
Modified accrual accounting focuses on available cash and other financial assets that can
be readily converted to cash. This provides a short-term view of the governmental fund’s
financial position, to help determine whether there are more or fewer financial resources
that can be spent in the near term to finance the School’s programs. Given that this
information does not encompass the additional long-term focus of the government-wide
statements, additional information is provided with these statements. This information
helps to explain the difference between the fund financial statements and the government-
wide financial statements.

The School maintains two major funds and one non-major fund. The General Fund and the
Special Revenue Fund are considered to be major funds. The Capital Projects Fund is considered
to be a non-major fund. Due to the request of Management, these funds are displayed separately.

General Fund — All financial resources except those required to be reported in another fund.

Special Revenue Fund — The proceeds of specific revenue sources (other than major capital
projects), which are restricted to expenditures for specified purposes.

Capital Projects Fund — Financial resources to be used for the acquisition and/or construction
of major capital facilities, including capital outlays.



MICANOPY MIDDLE CHARTER SCHOOL
MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2008

CONDENSED FINANCIAL INFORMATION

The following tables present condensed financial information derived from the government-wide
financial statements comparing the current year to the prior year.

Micanopy Middle Charter School's Net Assets

Total
Total Governmental Percentage
Activities Change
2008 2007
Non-Capital Assets $ 47,455 $ 37,843 25%
Capital Assets, Net 626,634 658,313 -5%
Total Assets $ 674,089 $ 696,156 (3%)
Current Liabilities 10,706 $ 1,931 454%
Non-current Liabilities 407,273 427,650 5%
Total Liabilities 417,979 429,581 3%
Net Assets

Invested in capital assets,
net of related debt 198,984 230,663 14%
Restricted 27,243 23,048 -18%
Unrestricted 29,883 12,864 132%
Total net assets $ 256,110 $ 266,575 -4%

As noted earlier, net assets may serve over time as a useful indicator of the School’s financial
position. The School’s net assets totaled approximately $ 256,000 as of June 30, 2008. Of this
amount, $ 198,984 (net of related debt) has been invested in capital assets. The School uses the
capital assets to provide services to the students.

The remaining balance of unrestricted net assets may be used to meet the School’s ongoing
obligations to students.



MICANOPY MIDDLE CHARTER SCHOOL

MANAGEMENT DISCUSSION AND ANALYSIS

JUNE 30, 2008

Changes in Micanopy Middle Charter School's Net Assets

Total
Percentage
Total Governme ntal Activities Change
2008 2007
Revenues
Florida Educational Finance Program § 386,159 $ 371,584 4%
Capital Grants & Contributions 55,409 50,268 10%
Title 1 Grant 20,221 18,811 7%
Other Unrestricted Income 15,994 16,667 -4%
Total Revenues 477,783 457,330 4%
Expenses
Instruction 224,366 175,050 28%
General Support 263,882 261,147 1%
Total Expenses 488,248 436,197 12%
Change in Net Assets (10,465) 21,133 -150%
Beginning Net Assets 266,575 245,442 9%
Ending Net Assets 3 256,110 $ 266,575 -4%

OVERALL FINANCIAL POSITION AND RESULTS OF OPERATIONS

Governmental Activities

The governmental activities generated approximately $ 402,000 in general revenues and
approximately $ 75,000 in program revenue, and incurred approximately $ 71,000 of program

expenses. This resulted in a $ 836 increase in net assets.
THE SCHOOL’S INDIVIDUAL FUNDS

General Fund

The General Fund’s fund balance was approximately $ (1,598). The School generated more
revenue through State Source FTE (Full Time Equivalent) funds in the current year. The School

incurred approximately $ 405,000 in expenses due to operations of the School.



MICANOPY MIDDLE CHARTER SCHOOL
MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2008

Special Revenue Fund

The Special Revenue Fund’s revenue was approximately $ 20,000 and the School incurred
approximately $ 20,000 in expenses.

Capital Projects Fund

The Capital Projects Fund revenue was approximately$ 55,000. The expense incurred of
approximately $ 51,000 was used for rent in the current fiscal year.

BUDGETARY HIGHLIGHTS
General Fund

Revenues received in the General Fund were granted by the Alachua County School Board for
the fiscal year, therefore there were no variances.

Total Governmental Fund expenditures were above the budgeted amounts. This was generally
due to additional material needed during fiscal year as well as additional support services.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

There were no significant capital assets activity during 2008. Please refer to Note 2 for more
detailed information about the School’s capital asset activity.

Debt Administration

The School did not enter into any debt agreement during the fiscal period.

ECONOMIC FACTORS

Economic factors that could affect the School’s operations may include operational changes,
limited classroom space, and the State’s base student allocation. We did not identify any

conditions that have or are expected to have, a significant effect on the School’s financial
position or results of operations.



MICANOPY MIDDLE CHARTER SCHOOL
MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2008

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the School’s finances and to
show the School’s accountability for the money it receives. If you have any questions about this
report or need additional information, contact Mr. Bobby Johnson, Micanopy Middle Charter
School’s Director, 708 NW Okehumkee Street, Micanopy, Florida 32667.



MICANOPY MIDDLE CHARTER SCHOOL
STATEMENT OF NET ASSETS

JUNE 340, 2008

ASSETS
Cash and cash equivalents
Due From Other Funds
Security Deposit - Rent
Debt Issuance Costs, Net of Accumulated Amortization of § 3,899

Total Current Assets

Capital assets:
Land
Depreciable Capital Assets, Net

Total Fixed Assets

Total Assets

LIABILITIES AND NET ASSETS
Liabilities
Accounts Payable
Other Current Liabilities

Total Current Liabilities

Non-current Liabilities
Due Within (1) One Year
Due in More Than (1) One Year

Total Non-current Liabilities

Total Liabilities

NET ASSETS
Invested in Capital Assets, Net of Related Debt
Restricted for:
Capital Projects
Unrestricted

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

See Accompanying Notes to the Financial Statements

Primary Government

Governmental
Activities

26,883
10,405
400
9,767

47,455

73,866
552,768

626,634

674,089

151
10,555

10,706

21,905
385,368

407,273

417,97¢

198,984

27,243
29,883

256,110

674,089

Total

26,883
10,405
400
9,767

47,455

73,866
552,768

626,634

674,089

151
10,555

10,706
21,905
385,368
407,273

417,979

198,984

27,243
29,883

256,110

674,089
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MICANOPY MIDDLE CHARTER SCHOOL

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOYERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

TOTAL
SPECIAL CAPITAL GOYERNMENTAL
GENERAL REVENUE PROJECT FUNDS

REVENUES
Title 1 Grant 5 - 320,221 3 - HHERY SUBERRY
Siate Source FTE 186,159 - - AU SR
Capital Qutlay Fund - - 35,409 55,409
Earnings on Investments z - - 2
Miscellaneous Income 7,557 - - 7,557
TOTAL REVENUES 402,153 20,121 54,409 VY TR
EXPENDITURES
Basic Instruction 205,181 20,221 - 225 402
Diher Instruction 2,216 - - 2,216
Instructionsk Staff Training Services 270 - - 270
Board Training 182 - - 182
School Administration 105,612 - - 105,612
Facilities Acquisition & Construction 5,597 - 500 17,097
Fiscal Services 10,512 - - 10,512
Food Services 4,892 - - 4,892
Assessment & Evalualion 265 - - 965
Information Services 197 - - 397
Pupil Transporiation Services 38,093 - - 18,097
Operation of Plant 26,193 - - 26,192
Mainlenance of Plan 3,985 - - 3,986
Community Services 415 - - 415
Drebr Services

Principal - - 20,378 20,373

Interest - - 30,336 30,336
TOTAL EXPENDITURES 405,511 20,221 51,214 476,946
EXCESS OF REYENUES
OVER EXPENDITURES (3,358 - 4,19% 837
TOTAL OTHER FINANCING SQURCES - . - -
NET CHANGE IN FUND BALANCES (3,358) - 4,195 837
FUND BALANCE, July 1, 2007 1,760 - 13,048 24,808
FUND BALANCE, June 30, 2008 5 {1,598) 3 - 3 27,243 3 24,645

Reconciliation of the Statement of Revenues, Expenditores, and Changes
in Fund Balances to the Statemenl of Activilies

Tntal net change in fund balances - governmental funds g 837
Amounts reported for governmental activities in the Statement of Activities are
different because:

Governmental funds report capite) oullays as expenditures, However, in the statement
of activities, the cost of those assets is depreciated over Useir estimated useful lives.
Gain on Disposal of Capilal Assets 1,406

Some expenses reporied in the stalement of activities do 1ol require the use of current
financial resources and therefore are not reporied as expenditures in governmental
funds. Amortization of Debt Issuance Costs {1,337)

Certain charges are nol counted (owards current year resources and therefore (31,748)

reconciling irem.

Repeyment of debt principal is an expendilure in (he governmental funds, but the
repayment does not effect nel assels of governmente) activities,

Principal Payments. 20,377
Change In net assets of governmental activities 5 (10,465)
b

See Accompanying Noter to the Financial Statements



MICANOPY MIDDLE CHARTER SCHOOL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

Micanopy Middle Charter School is a not-for-profit corporation organized in 2003 pursuant to
Chapter 617, Florida Statutes, the Florida Not-For-Profit Corporation Act, and Section 1002.33,
Florida Statues. The not-for-profit corporation conducts business as Micanopy Middle Charter
School, Inc. (the “School”). The governing body of the School is the not-for-profit corporation’s
Board of Directors which is composed of three voting members.

The general operating authority of the School is contained in Section 1002.33, Florida Statues.
The School operates under a charter of the sponsoring school district, the School Board of
Alachua County (the “District™). The current charter is effective until June 30, 2012 and may be
renewed every 10 years, provided that a program review demonstrates that certain criteria
addressed in section 1002.33(7), Florida Statutes, have been successfully accomplished. 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 1002.33(8)(e), Florida Statues,
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. This School is considered a component unit of the District.

Criteria for determining if other entities are potential components units of the School that should
be reported with the School’s basic financial statements are identified and described in the
Governmental Accounting Standards Board’s (GASB) Codification of Governmental Accounting
and Financial Reporting Standards, Sections 2100 and 2600. The application of these criteria
provide for identification of any entities for which the School is financially accountable and
other organizations for which the nature and significance of their relationship with the School are
such that exclusion would cause the Schools’ basic financial statements to be misleading or
incomplete. Based on these criteria, no component units are included with the reporting entity of
the School.

Basis of Presentation

The School follows GASB Statement No. 34, Basic Financial Statements and Management’s
Discussion and Analysis for State and Local Governments. The financial transactions of the
School are recorded in individual funds. Each fund is accounted for by providing a separate set
of self-balancing accounts that comprises its assets, liabilities, reserves, fund equity, revenues
and expenditures/expenses. The various funds are reported by generic classification within the
financial statements.

13



MICANOPY MIDDLE CHARTER SCHOOL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

GOVERNMENTAL FUND TYPES

The measurement focus of the Governmental Funds is upon determination of financial position
and changes in financial position rather than upon net income. The following is a description of
the Governmental Funds of the School:

General Fund — to account for all financial resources not required to be accounted for in another
fund. The General fund serves as the primary operating unit of the School.

Special Revenue Fund — to account for financial resources associated with grants that are
restricted for specific uses.

Capital Projects Fund — to account for all financial resources that are specifically restricted to
expenditure for capital projects.

In the accompanying fund financial statements, the General Fund, Special Revenue Fund, and
Capital Projects Fund are all considered to be significant funds and, therefore, are separately
stated. The School has one non-major fund.

NON-CURRENT GOVERNMENTAL ASSETS/LIABILITIES
GASB Statement #34 eliminates the presentation of Account Groups, but provides for these
records to be maintained and incorporates the information into the Governmental column in the

government-wide Statement of Net Assets.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and
reported in the financial statements. The basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied. The Government-wide
Financial Statements are presented on an accrual basis of accounting.

The Fund financial statements are presented on a modified accrual basis.
All governmental fund types are accounted for using the modified accrual basis of accounting.
Under the modified accrual basis, revenues are recognized when they become measurable and

available. Under the modified accrual basis of accounting, expenditures are generally recognized
when the related fund liability is incurred.

Budgetary Basis of Accounting

Budgets are presented on the modified accrual basis of accounting, consistent with generally
accepted accounting principles.

14



MICANOPY MIDDLE CHARTER SCHOOL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Cash and Cash Equivalents

The School deposits its temporary idle resources in financial institutions. At times, such deposits
may be in excess of the Federal Deposit Insurance Corporation (FDIC) insurance limit. At June
30, 2008, deposits did not exceed FDIC insurance limits.

Debt Issuance Costs

In the government-wide financial statements, debt issuance costs are capitalized and amortized
over the life of the debt.

Capital Assets and Depreciation

Expenditures for capital assets acquired for utilization at the School are reported in the
governmental fund type that financed the acquisition. Donated Assets are recorded at fair value
at the date of donation. The school’s capitalization levels are $500 on tangible personal
property. Land and construction-in-progress are not depreciated. Depreciation on all assets is
provided on the straight-line basis over the estimated useful life. The depreciation of general
capital assets is recorded in the Government-wide financial statements.

Estimated useful lives:

Assets Years
Furniture, Fixtures and Equipment 5-10
Buildings 30

Improvements 5-15

Revenue Sources

Revenues for current operations are 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 Florida Statues, the School reports the number of full time equivalent (FTE) students
and related data to the District. Under the provision of Florida Statues, 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. Funding for the School is adjusted
during the year to reflect the revised calculation by the FDOE under the Florida Education
Finance Program and the actual weighted full-time equivalent students reported by the School
during the designated full-time equivalent student survey periods.

The School received a Federal award for the enhancement of various education programs. This

assistance is generally received based on applications submitted to and approved by the granting
agency.

15



MICANOPY MIDDLE CHARTER SCHOOL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Compensated Absences

The School does not pay employees for unused sick and vacation time. Unused hours expire at
the end of the school year. Therefore, no compensated absences are recorded.

Long-term Liabilities

All long-term debt and other long-term obligations are reported in the government-wide financial
statements. In the fund financial statements, long term liabilities are note reported in the
governmental funds because governmental funds use the current financial resources
measurement focus,

Income Taxes

The School is exempt from federal income taxes under Section 501(C)(3) of the Internal
Revenue Code. Therefore, no provision for federal income taxes has been made in the
accompanying financial statements.

Estimates and Assumptions

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statement and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

16



MICANOPY MIDDLE CHARTER SCHOOL
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2008

NOTE 2 - CHANGES IN GENERAL CAPITAL ASSETS

Changes in general Capital Assets are shown below:

Capital Assets:

Land

Buildings

Improvements

Furniture, Fixtures and Equipment
Total Capital Assets

Accumulated Depreciation:

Buildings

Improvements

Furniture, Fixtures and Equipment
Total Accumulated Depreciation

Net Capital Assets

Balance July Balance June
1, 2007 Additions Deletions 30, 2008
$ 73,866 $ - $ - $ 73,866
589,973 - - 589,973
39,016 - - 39,016
40,612 - (6,026) 34.586
743,467 - (6,026) 737,441
(58,998) (19,667) (78,665)
(7,351) (2,601) (9,952)
(18,805) (8,005) 4,620 (22,190)
(85,154) (30,273) {110,807)
$ 658,313 $30273) § _(1406) § 626,634

NOTE 3 - LONG-TERM LIABILITIES

At year end, the School’s long-term liabilities consist of a note payable to a financial institution,
bearing 7.25% interest. The note is secured by a mortgage on the real property.

A summary of changes in long-term liabilities as follows:

Balance Balance Due Within
July 1, 2007  Additions Deletions June 30, 2008 One Year
Notes Payable § 427,650 § - 3 20,377 ] 407,273 21,905
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MICANOPY MIDDLE CHARTER SCHOOL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 3 - LONG-TERM LJABILITIES continued

Future long-term debt obligation:

YEAR PRINCIPAL INTEREST TOTAL
2009 $ 21,905 $ 28,809 $ 50,714
2010 23,547 27,167 50,714
2011 25,312 25,402 50,714
2012 27,209 23,505 50,714
2013 29,248 - 21,465 50,714

Thereafter 280.052 38,767 318,819

Total $ 407273 $ 165,115 _$572,389

NOTE 4 — RISK MANAGEMENT PROGRAMS

Worker’s compensation and general liability coverage are being provided through purchased
commercial insurance with minimum deductibles for each line of coverage. Settled claims
resulting from these risks have not exceeded commercial coverage limits.

NOTE 5 - BUDGETARY COMPARISON SCHEDULE

The following budgetary information is presented as part of the required supplementary
information as mandated by GASB Statement #34.

18



Spuawa s JruvuLy, Y1 01 saron; Burluvduwossy sy 61

S61'F 3 9L 3 - s - s (gsc'c) s KETY s STUNLIANAIXA HIAO
SANNAATH 40 $81IXA
FIZIS +TLos 12207 RHTE 115500 0tr'65E STANLIANAdXA TVLOL
PILOS ¥ZL0S - - - - SI01AJ35 163(]
- - - - Sy - $29LA195 AJIUMWIWOo;)
- - - - 986°¢C 000%9 JuR|J JO IOURUNUIEIA
- - - - £61°9T 00¥ZE weld Jo uonend o
- - - - £60°8E 008°LT 5301419§ uonepodsimer] pdng
- - - - L6E 0001 SI0IAIIG UONHERRLOJU]
- - - - G986 - UOTJENeA] 2 JUIUSSISSY
B - - - 68y - SINAING POO]
- - - - 1501 0099 5301AJ9G [€351 ]
005 - - - L65%9 - uononIsuer) 3 uonisinbay saniioe g
- - - - T19°501 0E0°PS UoHENSINIWDY [00]3§
- - - - 781 - Suturel] preog
- - - - 0Lz - 530[A10G FUILIBI] JJEIS [BUOTOMISU]
- - - - 9177 - uonaINnsu| PO
- - 17202 802 181°50T 009°1£Z uCINNS] ISR
STHNLIANIIXA
60Y'ES 000°1S 12202 80°ZC £51°Z0b 99L° 12 SANNIATH TVIOL
- - - - LSS'L 005°01 ALIOSU] SNOA|IISIA
- - - - z - o3[ 15Uy
- - - - LIty )
- - SEbg sisanbag 2 sueLn N1y
60t°s§ 000°1§ - - - - punj fepnQ Ede))
- - - - 651°98¢ 99T 11t 1.1 324n0g a181g
- s - s 12207 $ FHO°TE $ - $ - s WeID [ AL
SANNIATH

TVALIV 1A9aA04 TYNTHHO VALYV LADAN™E TYNIDHHO IVALOY LA94NE TYNITHO

SLOAr0¥d TVLIdVD ANNIATH TVIDA4S TVHANTD

£00Z *0£ ANNC AANT HVIA JHL HOA
ATNATHIS NOSIHVJWOD AYV LIDANA
NOLLYIWHOANI AYVINANA Tdd(1S Qa0 Iy
TOOHIS HALHYVHD A TAAIN AdONVIIW



FTARVLEY., COVINGTON & THOMNMANS LC
Certified Public Accountants & Consultants

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
Micanopy Middle Charter School

We have audited the financial statements of Micanopy Middle Charter School (a nonprofit
organization) as of and for the year ended June 30, 2008, and have issued our report thereon
dated August 21, 2008. 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 Micanopy Middle Charter School’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose
of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Micanopy Middle Charter School’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Organization’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control
over financial reporting that we consider to be significant deficiencies.

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
misstaternents on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the organization’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 the
organization’s financial statements that is more than inconsequential will not be prevented or
detected by the organization’s internal control. We consider the deficiencies described in the
accompanying schedule of findings and responses to be significant deficiencies in internal
control over financial reporting 08-ML-01 and 08-ML-02.

North Florida Central Florida West Florida South Florida 20
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A matenal 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 the organization’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 the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. However, we believe that none of the significant deficiencies described above is a
material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Micanopy Middle Charter School’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 instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards and which are described in the accompanying schedule of
findings and responses as items 08-ML-01 and 08-ML-02.

We noted certain matters that we reported to management of Micanopy Middle Charter School in
a separate letter dated August 27, 2008.

Micanopy Middle Charter School’s response to the findings identified in our audit is described in
the accompanying Schedule of Findings and Responses. We did not audit Micanopy Middle
Charter School’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of Micanopy Middle Charter School’s

management, the Board of Directors and is not intended to be and should not be used by anyone
other than these specified parties.

\QJJJ\ \‘\(8:@'\'{:‘-\\“\'\90

Hollywood, Florida
August 21, 2008
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HEARVEY., COVINGTON & THOMAS LIC

Certified Public Accountants & Consultants

August 21, 2008

To the Board of Directors
Micanopy Middle Charter School

We have audited the financial statements of Micanopy Middle Charter School for the year ended
June 30, 2008, and have issued our report thereon dated August 21, 2008. Professional standards
require that we provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated June 10, 2008, our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with U.S. generally accepted accounting principles. Our audit of the financial statements does
not relieve you or management of your responsibilities.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our meeting about planning matters on August 4, 2008.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Micanopy Middle Charter School are described in Note 1
(One) to the financial statements. No new accounting policies were adopted and the application
of existing policies was not changed during fiscal year ended June 30, 2008. We noted no
transactions entered into by the Organization during the year for which there is a lack of
authoritative guidance or consensus. There are no significant transactions that have been
recognized in the financial statements in a different period than when the transaction occurred.

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial
statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure(s) affecting the financial statements was (were):

The disclosure of Long-term Liabilities, in Note 3 (Three), to the financial statements.
This disclosure is significant because it demonstrates the School’s current and future
debt obligations for mortgage. We noted, during audited year, the School was in
current standing with the terms of the debt obligation and has the financial
ability/stability to continue managing the debt,

North Florida Central Florida West Florida South Florida 22
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Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. Management has corrected all such misstatements. In addition, none of the
misstatements detected as a result of audit procedures and corrected by management were
material, either individually or in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor’s report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated August 21, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Organization’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues
We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Organization’s auditors.

However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition to our retention.
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Our audit did disclose several internal control related findings that were addressed within the
audit report at the “Schedule of Findings and Response”. We discussed the significance of
segregation of duties, regarding all accounting functions, as well as the importance of approving
all accounting transaction prior to processing.

The Rules of the Auditor General require that we comment as to whether corrective actions have
been taken to address significant findings and recommendations made in the preceding annual
financial audit report. Corrective action has been taken on all prior year findings.

As required by the Rules of the Auditor General, the scope of our audit included a review of the
provisions of Section 218.503, Florida Statutes, “Determination of Financial Emergency”. In
connection with our audit, we determined that the School ha not met one or more of the
conditions described in Section 218.502(1), Florida Statues.

We applied financial condition assessment procedure, as of the end of the fiscal year. 1t is
management’s responsibility to monitor financial condition, and our financial condition
assessment was based, in part, in representations made by management and the review of
financial information provided by management. The application of such procedures revealed
that the School’s fiscal affairs should be closely monitored on an ongoing basis in order to help
ensure the School’s financial stability.

This information is intended solely for the use of the Board of Directors and management of
Micanopy Middle Charter School and is not intended to be and should not be used by anyone
other than these specified parties.

Very truly yours,

Harvey, Covington & Thomas, L.L.C.
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MICANOPY MIDDLE CHARTER SCHOOL
SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2008

08-ML-01

Criteria:

During our procedures were noted that the School has an absence of segregation of duties.
Segregation of duties is used to ensure that errors or irregularities are prevented or detected on a
timely basis by employees in the normal course of business.

Condition:

The School cannot effectively operate in the absence of the Director/Principal. The
Director/Principle processes, approves, prints and signs checks for all accounting transactions.

Recommendation:

We recommend the School reassign some of the duties to other staff within the Organization to
ensure continuous operations. At the most basic level, it means that, no single individual should
have control over two or more phases of a transaction or operation. Management should assign
responsibilities to ensure a crosscheck of duties.

Reason Improvement Neceded:

It is an essential element to separate duties to minimize errors and serves as a check and balance
accounting control. Segregation of duties provides two benefits. It reduces the risk of deliberate
fraud by minimizing the possibility of collusion. It also serves as a check and balance that is
likely to detect innocent errors.

Management Response:

The principal will ensure duties are dispersed so that a cross check of duties are established. This
is the first time the school was informed that a process such as this was required and it will
implement this recommendation immediately.
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MICANOPY MIDDLE CHARTER SCHOOL
SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2008

08-ML-02
Criteria:

During our procedures, we noted checks were not visibly approved prior to processing. We also
noted the invoices did not have a ‘Received’ or ‘Paid’ date stamped or marked on them.

Condition:

It is essential that all payments are approved prior to processing. The individual approving the
check requests cannot sign the check or vice versa. A proper check and balance system needs to
be in place in order to successfully process checks. All information provided on the check
request form should be complete. All forms should include:

a. Date

b. Vendor/name

¢. Amount disbursed

d. Explanation

e. Approval signature and date

f. Attach copies of supporting documentation

Completion of this form reflects the approval and validation of processed item. All supporting
documentation should be attached to processed checks for research and auditing purposes. The
invoices should be stamped to note received and paid dates. It is necessary to maintain good
record keeping. Filing a copy of the cancelled check along with the invoice serves as a
mitigating control to avoid duplicate payments.

An alternative to completing check requests would be via authorization sign-off on each invoice.
The sign-off may be in the form of initials and/or signature by an authorized board or staff
member. The sign-off should be in plain view, on the invoice, and accompanied by the approval
date.

Recommendation:

We recommend the School consider marking “Received” and “Paid” on incoming and processed
invoices.
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MICANOPY MIDDLE CHARTER SCHOOL
SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2008

08-ML-02 continued

Reason Improvement Needed:

The School will be better suited to effectively review and trace all processed invoices. Stamping
the invoices will reduce the risk of duplication.

Management Response:

Micanopy Middle School will implement a received stamp on incoming invoices.
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MICANOPY MIDDLE CHARTER SCHOOL
STATUS OF PRIOR YEAR MANAGEMENT LETTER COMMENTS
JUNE 30, 2008

At the completion of the audit for fiscal year 2007 recommendations were made and were to be
addressed during the fiscal year 2008. None of those recommendations were related to
conditions that we considered material internal control weaknesses. We have reviewed the
recommendations and the progress made toward implementation. The current status of the
School’s efforts, towards implementing the 2007 recommendations, are described below.

Recommendation Status

The School should establish procedures to ensure that

the budget is prepared properly and amended during the

year for unanticipated revenues and expenditures. The

budget to actual position should be reviewed periodically

to reduce the likelihood of budget over-expenditures

and help to ensure the School’s financial stability. Partially Implemented
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