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MICDIRMIT // DAVIS

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Academies of Excellence, Inc.
d/b/a Summit Acaderny
Deland, Florida

We have audited the accompanying financial statements of the governmental activities and the
major fund of Academies of Excellence, Inc., d/b/a Summit Academy (the School), a component
unit of the Flagler County School Board, as of and for year ended June 30, 2008, which
collectively comprise the School's financial statements as listed in the table of contents. These

financial statements are the responsibility of Summif Academy’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 and the standards applicable o financial audits contained in Government
Auditing Standards, issued by the Comptrolier 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. 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 reasohable 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 the major fund of Academies of
Excellence, Inc., d/b/a Summit Academy 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 a report dated March 6,
2008, on our consideration of Summit Academny’s internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, confracts 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
should be considered in assessing the results of our audit. '

Mcpirmrt Davis & Compeany, LLC
603 B, ROBINSON STREET, SUITE 835 « ORLANDG, FLORIDA 32801
TELEPHONE 407-843-5406 « FAX 407-649-9339 » EMALL NSO @ MCDIRMITIAVIS.COM

ATEMIERE PRIVATE COMBANIES PHAC (30E SECTION « AMERICAN TRETIUTE OF CERMAED PERUIC ACCOURTARTS » FLOREIA Dremi O Crrrriin PUBLIC AUCOURTANTS



The Managetment's Discussion and Analysis and Budgetary Comparison Schedule on pages 3-7
and page 19, are not a required part of the financial statements, but are supplementary
information required by the Governmental Accounting Standards Board. We have applied certain
imited 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.

pDinrrit Dowria & Lomporup LLC

March 6, 2008



MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of Academies of Exceilence, Inc., we offer readers of Summit Academy Inc.'s,
financial statements this narrative overview and analysis of the financial activities of Academies
of Excellence, Inc., d/b/a Summit Academy for the fiscal year ended June 30, 2008.

Financial Highlights

¢ The assets of Summit Academy exceeded its liabilities at the close of the most recent

fiscal year by $15,420,
« The School's total net assets decreased by $13,687 in the current year.
» At the close of the current fiscal year, Summit Academy's governmental funds reported

a combined ending fund deficit of $4,693, an increase of $131 in the deficit in
comparison with the prior year,

Overview of the Financial Statements

This discussion and analysis are intended fo serve as an introduction to Summit Academy’s
basic financial statements. Summit Academy's basic financial statements comprise three
components: 1) government-wide financial statements, 2) fund financial statements, and 3)

notes {o financial statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.

Government-Wide Financial Statements

The govemment-wide financial statements are designed to provide readers with a broad
overview of Summit Academy's finances, in a manner similar 1o a private-sector business.

The statement of net assets presents information on all of Summit Academny's assets and
liabiliies, with the difference between the two reported as net assets. Over time, increases or

decreases in net assets may serve as a useful indicator of whether the financial position of
Summit Academy is improving or deteriorating.

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

Thus revenues and expenses are reported in this statement for some items that will only result
in cash fiows in future fiscal periods.

Since Summit Academy has no business type activities, the govermnment-wide financial
statemenis include only governmental activities. The primary governmental activity of the

School is education. FEFP revenue received from Flagler County School School Board is the
primary revenue source.

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

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. Summit Academy uses fund

accounting to ensure and demonstrate compliance with finance-related legal requirements. All
of the funds of Summit Academy are governmenial funds.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Governmental Funds - Governmental funds are used to account for essentially the same
functions reported as governmental acfivities in the government-wide financial statements,
However, unlike the government-wide financial statements, governmental fund financial
statements focus on nearterm 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 a School's near-ferm financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
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 School's
nearderm financing decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balances provide

a reconciliation to facilitate this comparison between governmental funds and governmental
activities.

Summit Academy adopte an annual appropriated budget for its general fund. A budgetary
comparison schedule has been provided for the general fund fo demonstrate compliance with
this budget. This is presented as required supplementary information on page 19.

The governmental fund financial statements can be found on pages 10-12 of this report.

Notes to Financial Statements

The notes provide additional information that is essential fo a full understanding of the data

provided in the government-wide and fund financial statements. The notes to the financial
statemenis can be found on pages 13-18 of this report. '

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a School's financial

position. In the case of Summit Academy, assets exceeded liabilities by $15,420 at June 30,
2008 and $29,107 at June 30, 2007,

The largest portion of Summit Academy's net assets reflects its investment in capital assets
(e.g., computers, furniture, equipment). Summit Academy uses these capital assets to provide
services to students consequently; these assets are not available for future spending.



MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

The following table reflects the condensed comparative statement of net assets at June 30,
2008 and 2007. For more detailed information see the Statement of Net Assets on page 8.

Governmental Activities
2008 2007
Current and other assets $ 32,387 $172,408
Capital assels 12.531 18,504
Total assets 44 918 190,810
Total liabilities 29,408 161,803
Net assets:

" Invested in capital assets 12,5631 18,504
Restricted for capital projects 8,572 -
Unrestricted (3,683) 10,603

Total net assels $ 15420 $ 208,107

The School's net assets decreased by $13,687 during the current fiscal year primarily because
of decreased student enroliment. The following table reflects the condensed Statement of

Activities for the years ended June 30, 2008 and 2007. For more detailed information, see the
Statement of Activities on page 9.

Governmental Activities
2008 2007
Revenues:
Program revenues:
Charges for services $ 2427 $ 22321
Operating grants and contributions 10,844 -
Capital grants and confributions 44 730 -
General revenues:
Flagler County School School Board 401,712 303,302
Bad Debt Recovery - B6,490
Gain on Sales of Assets - 36,368
Total revenues 459,713 538,481
Expenses:
instruction 187,328 200,048
Pupil personnel services 5875 273
General administration 26,822 7,282
School administration 53,413 44 285
Facilities acquisition and construction 19,946 -
Fiscal services 41,324 48,496
Food services 350972 29,797
Central Services 801 2,911
Student transportation 42,728 44,890
Operation of plani 49,093 49,828
Total expenses 473,400 436,870
Increase (decrease) in net assets (13,687 101,611
Net assets (deficit) - beginning 29,107 {72,504
Net assets - ending 315,420 § 29107



MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

Financial Analysis of the Schoof’s Funds

As noted earlier, Summit Academy uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

Governmental Funds - The focus of Summit Academy's govemmental funds is fo provide
information on nearderm inflows, outflows, and balances of spendable resources. Such
information is useful in assessing Summit Academy's financing requirements. In particular,

unreserved fund balance may setve as a useful measure of a School's net resources available for
spending at the end of the fiscal year. ‘

As of the end of the current fiscal year, the School's governmental funds reported a combined
ending fund deficit of $4,693, an increase of $131 in the deficit in comparison with the prior yeatr.
Management plans to efiminate this deficit by increasing student enroliment, seeking outside
funding to provide sufficient funds for continued operations and monitoring expenditures.

Capital Asset and Debt Administration

Capital Assets - Summit Academy's investment in capital assets for its governmental activities as
of June 30, 2008 and 2007 amounts to $12,531 and $18,504 respectively (net of accumutated
depreciation). This investment in capital assets includes furniture, fixtures, equipment and
computer equipment. The total decrease in the School's investment in capital assefs for the
current fiscal year was $5,973, current year depreciation expense.

2008 2007

Furniture, Fixdures and Equipment $ 29,131 $ 20,131
Computers 47.512 47512
76,643 76,643
Less Accumulated Depreciation {64.112) (58,139)
512,531 $.18.504

Additional information on Summit Academy’s capital assets can be found in Note 6 of this report.



MANAGEMENT'S DISCUSSION AND ANALYSIS - (CONTINUED)

General Fund Budgetary Highlights - Due to management oversight, the budget was not
amended during the year., See Note 10 on budgetary and fund operations.

Economic Factors and Next Year's Budgets and Rates - Academies of Exceflence, dibfal
Summit Academy is a charter school sponsored by the Flagier County School School Board. The
initial charter is effective for five years from July 1, 2004 through June 30, 2009.

We are currently revising the annual budget that will be presented to the Board of Directors for
approval. Inthe budget, costs are being contained or reduced by the following:

Student enroliment is currently increasing on a weekly basis.
The student/teacher ratio is being increased to the level of the Class Size Reduction Act.
This will reduce staffing needs.

Bus routes have been combined fo cut fuel cost in half, as well as reduce personnel costs
for transportation by one-third.

Other cost containment and reductions will be implemented as we continue to evaluate
expenditures. .

Requests for information

This financial report is designed to provide a general overview of Summit Acaderny’s finances for
ali those with an interest in the School’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the
Executive Director, Academies of Excellence, Inc., 303 W. Moody Blvd., Bunnefl, FL. 32110.
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ACADEMIES OF EXCELLENCE
dibfa SUMMIT ACADEMY

STATEMENT OF NET ASSETS

June 30, 2008

Governmental
Activities
Assets:
Current assets: ‘
Cash 5 ‘ 17,022
Accounts receivable 74
Due from other schools 3,937
Prepaid expenses 8,860
Total current assels 30,883
Noncurrent assels:
Deposits 1,604
Capital assets, net 12,531
Total noncurrent assets 14,085
Total Asgets 44918
{iabilities:
Accounts payable 23,273
Payable io other governments 6,225
Total liabilities 28,498
Net Assets:
Invested in capital assets 12,531
Restricted for capital projects 6,572
Unrestricted {3,683)
Totat net assets $ 15,420

The accompanying Notes to Financial Statements are an integral part of this statement.
8



ACADEMIES OF EXCELLENCE, INC,
dib/a SUMMIT ACADEMY

STATEMENT OF ACTIVITIES

Year Ended June 30, 2008

Net {Expense)
Revenue and
Changes in Net
Program Revenues Assets
Operating Grants  Capital Grants ’
Charges for and and Governmental
Expenses | Services Contributions Confributions Activities
Functions/Programs:
Instruction $ 197328 ¢ - 8 - $ - 8 (197,328)
Pupil personnel services 5,976 - - - 5,975)
General administration 26,822 - - - {26,822}
School administration 53,413 - - - (63,413}
Fauilities acgisition and
construction 19,046 - - - {19,946}
Fiscal services 41,324 - - - (41,324)
Food sevices 35872 2427 10,844 - (22,701
Central services 801 - - - (801)
Student transportation 42,726 - - - {42,726}
Operation of plant 49,083 - - 44,730 {4,363)
Total governmental activitles _$ 473400 $ 2427 % 10,844 $ 44,730 (415,399}
General reventies:
Schaol Board of Flagler County 401,712
Change in net asseis (13,687}
Net assets, beginning 29,107
Net assets, ending $ 15,420

The accompanying Notes to Financial Statements are an integral part of this statement.
9



ACADEMIES OF EXCELLENCE, INC,
d/bfa SUMMIT ACADEMY
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2008
Capital Projects
General Fund Fund Total
Assels:
Cash $ 17022 & ' - % 17,022
Accounts receivable 74 - 74
Due from other funds - 6,572 6,572
Due from other schools 3,037 - -
Prepaid expenses 2,268 . 2,268
Deposits 1,504 - 1,504
Total assefs $ 248058 § BET2 § 31,377
Liabilities and Fund Batances;
Liabilities:
Due fo other funds 5 8,572 - % 32,989
Accounts payable 23,273 - 23,273
Payable to other governments 6,225 - 6,225
Total liabilities 36,070 - 38,070
Fund balance (deficit):
Reserved for capital projects - 8,572 6,572
Unreserved (11,265} - {(11,265)
Total fund balances (11,265) 8,572 {4,883)
Total linbilities and fund halances % 24805 % 6,672
Amounts reporied for governmental activities in the statement of
net assets are different because:
Capital assels used in governmental activities are not financial
resources and are not reporied in the funds. 12,631
Certain expenditures in the funds are considered prepaid expenses. 7,582
Net assets of governmental activities % 15,420

The accompanying Notes to Financial Statements are an integral part of this statement.

10



ACADEMIES OF EXCELLENCE, INC.

d/bfa SUMMIT ACADEMY

STATEMENT OF REVENUES, EXPENDITURES

AND GHANGES IN FUND BALANCES

Revenues:
School Board of Fiagler County
Federal grant
Charge for services
State grants
Tolal revenues

Expenditures:

Instruction
Pupil personnel services
General administration
School administration
Faclities acquisition and construction
Fiscal services
Food services
Central sewvices
Student fransportation
Operation of plant

Totat expenditures

Net change in fund balances

Fund Balance {Deficit) - Beginning of Year

Furil Batance (Deficit) - End of Year

GOVERNMENTAL_FUNDS

Year Ended June 30, 2008

Capital Projects

General Fund Fund Total
$ 401,712 % - § 401,712
10,844 - 10,844
2427 - 2,427
- 44,730 44,730
414,083 44,730 459,713
191,173 875 191,848
5976 - 5,075
24,311 1,462 25,463
52 580 331 52,920
- 10,946 19,946
41,324 - 41,324
35,872 - 35,972
503 1,657 2,160
31,301 11,425 42,726
38,538 2,972 41,510
424,686 38,158 450 844
(6,703} 8,572 (131
(4,562) - (4,562)
$ (11,265, 6,572 $ (4,693}

The accompanying Noies {o Financisl Statements are an integral part of this statement.

11



ACADEMIES OF EXCELLENCE, INC.
d/b/a SUMMIT ACADEMY

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES

Year Ended June 30, 2008

Net change in fund balances $ {131)

Amounts reported for Governmental Activities in the Siatement of Activities are different
because:

Governmental funds report outlays for capital assets as expenditures, However, in the
statement of activities the cost of those assets is allocated over thelr estimated useful lives
and reported as as depreciation expense,

This is the amount by which capital outlays $0 exceeded depreciation $5,873 in the current
period. (5,273}

Some expenses reported in the statemant of activities do not reguire the use of current
financial resources and these are not reported as expenditures in governmental funds:

Prepaid rent {7,583)

{Change in net assets

$ (13,687)

The accompanying Notes to Financial Statements are an integral part of this statement.
12
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ACADEMIES OF EXCELLENCE, INC.
dib/a SUMMIT ACADEMY

NOTES TO FINANCIAL STATEMENTS

For Year Ended June 30, 2008

Note 1 - Summary of Significant Accounting Policies:

Reporting Entity - The Academies of Excellence, Inc. dibla Summit Academy (the School) is
part of the Florida system of public education under the general direction of the Florida
Depariment of Education (Department). The Academies of Excellence, Inc. is a not-for-profit
organization created pursuant fo Chapter 228, Florida Statutes and oversees the operations of
several charter schools, of which Summit Acadenty is one (Heritage High School and Summit
Academy are the others) in Flagler County. These financial statements include only the
activities of Summit Academy and exclude the activities of the Academies of Excellence, Inc.
(Academies) and any other charter school operated by the Academies. The District School
Board of Flagler County, Florida (District) approved the Schoof's charter in July 2004 and is
effective for a five-year period from July 1, 2004 to June 30, 2009. The charter may be
renewed at the end of the five-year period upon mutual agreement of the Schoof and District.
Af the end of the term of the charter, the District may choose not to renew the charter under
grounds specified in the charter. In this 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 charier if good cause is shown. in the event that the charter is
terminated, the School shail be responsible for all the debts of the School. If the School is

dissolved or terminated, any public unencumbered funds and all school property purchased
with public funds autormatically revert to the District.

The Academies is a Florida not-for-profit organization that is exempt from staie and federal
income tax under Internal Revenue Service Code Section 501(c)(3).

The Florida Department of Education has concluded that Florida charfer schools are
component units of the sponsoring school board. To facilitate accounting and reporting fo
school boards, charter schools are encouraged to use the governmental reporting model and
follow the fund and account structure provided in the “Financial and Program Cost Accounting

and Reporting for Florida Schools - The Red Book”, issued by the Florida Department of
Education.

in accordance with U.S. generally accepted accounting principles, the School has determined
that there are no potential component units that it must include within its financial statements.

Government-Wide and Fund Financial Statements - The government-wide financial
statements (i.., the statement of net assets and the statement of activities) report information
on all of the activities of the School. The effect of interfund activity has been removed from
these statements. The School has only governmental activities and does not engage in any
business-type activities. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include charges for services for goods and services
provided fo participants on a voluntary basis. General revenues represent amounts received
from federal, state and local sources. Fund financial statements are presented for the
School's General Fund, and is accounted for by providing a separate set of self-balancing

accounts that constitute assets, labilities, fund equity, revenues and expenditures, The
General Fund is considered to be a major fund.

13



ACADEMIES OF EXCELLENCE, INC.
dib/a SUMMIT ACADEMY

NOTES TO FINANCIAL STATEMENTS - CONTINUED

Year Ended Jung 30, 2008

Note 1 - Summary of Significant Accounting Policies {Continued):

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. Revenues are recorded when
earned and expenses are recorded when a liabifity is incurred, regardiess 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 focus and the modified accrual basis of accounting. Revenues are recoghized
as soon as they are both measurable and avallable. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter fo pay fiabitities
of the current period, For this purpose the government considers revenues to be available if
they are collected within 60 days of the end of the current fiscal period. Expenditures
gdenerally are recorded when a liability is incurred, as under accrual accounting. However,
debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

The School reports the following major govarhmentai fund:

General Fund - accounts for all financial resources. Not required to be accounted for in

another fund and for ceriain revenues from the State thai are legally restricted to be
expended for specific current operating purposes.

Capital Prolects Fund - accounts for resources from Charter School Capital Outlay Funds
and payments made for capital outiay needs, including maintenance of school facilities.

Budgets and Budgetary Accounting - Budgets are prepared and original budgets are
adopted annually for the General Fund in accordance with procedures and time intervals
prescribed by the Board of Directors {Board) of the School. During the fiscal year ended June

30, 2008, the Board adopted an annual budget for the General Fund. The School is not
required to submit its budget to any regulatory agencies.

Appropriations are controlled at the object level (e.g., salaries, purchased setvices, and capital
outlay) within each activity {e.g., instruction, school administration, and franspottation) and
may be amended at any Board meeting prior to the due date of the annual financial repori.

Budgets are prepared using the same modified accrual basis as is used to account for actual
transactions.

14



ACADEMIES OF EXCELLENCE, INC.
dib/a SUMMIT ACADEMY

NOTES TO FINANCIAL STATEMENTS - CONTINUED

Year Ended June 30, 2008

Note 1 - Summmary of Significant Accounting Policies (Continued):

Deposits - The School's cash and cash equivalents is cash on hand, demand deposits and

shortterm investrments with original maturities of three months or less from the daie of the
acquisition.

Receivables - Receivables consist of amounts due from other schools.

Capital Assets - Capital assets consist of leasehold improvements, furniture, fixtures, and
equipment, and computers. Capital assets purchased in the governmental funds are recorded
as expenditures at time of purchase. Such assets are recorded at historical cost or estimated
historical cost if purchased of constructed. Capital assets are defined as assets with a cost of
$750 or more. Donated capital assets are recorded at fair market value at the date of
donation. Depreciation has been provided on capital assets using the straight-line method

over the estimated useful lives of the various classes of depreciable assets, which range from
3-7 years.

State Revenue Sources - Revenue from State sources for current operations are primarily
from the Florida Education Finance Program administered by the Florida Depariment of
Education under the provisions of Section 1011.62 (formertly 236.081), Florida Statutes. In
accordance with this law, the Board determines and reports the number of full-iime eguivalent
(FTE) students and related data to the Depariment. The Department performs ceriain edit
checks on the reported number of FTEs and related data and caiculates the allocation of
funds to the School. The School is permitted to amend its original reporting for a period of
one vear following the date of the original reporting. Such amendments may impact funding
allocations based upon an audit of the School's compliance in determining and reporting FTE

and related data. Normally, such adjustments are treated as reductions or additions of
revenue in the year when adjustments are made.

The State provides financial assistance to administer certain categorical educational
programs, Florida Department of Education rules require that revenue earmarked for these
programs be expended only for the program for which the money is provided and require that
the money not expended as of the close of the fiscal year be carried forward into the following
year to be expended for the same categorical educational programs. The Depariment

generally requires that categorical educational program revenues be accounted for in the
General Fund. '

15



ACADEMIES OF EXCELLENCE, INC.
dibfa SUMMIT ACADEMY

NOTES TO FINANCIAL STATEMENTS - CONTINUED

Year Ended June 30, 2008

Note 2 - Reconciliation of Government Wide and Fund Financia! Statements:

Explanation of certain differences between the governmental fund balance sheet and
the government-wide statement of net assets - The governmental fund balance sheet
includes a reconciliation befween fund-balance - total governmental funds and net assets -
governmental activities as reported in the government-wide statement of net assets.

Explanation of certain differences between the governmental fund statement of
revenues, expenditures, and changes in fund balances and the government-wide
statements of activities - The governmental fund statement of revenues, expenditures, and
changes in fund balances includes a reconcifiation between net changes in fund balances -

tofal governmental funds and changes in net assets of governmental aciivities as reported in
the government-wide statement of activities.

Note 3 - Deposits:

Deposits - At year-end, the carrying amount of the Scheol's deposits was $17,022 and the

pank balance was $17,821. All bank deposits were fully covered by federal depository
insurance.

Note 4 - Due TolFrom Other Schools:

Amounts due from Academies of Excellence represents money deposited in Academies’ bank
account and never deposited in the School's bank.

Due from Academies of Excellence $ B7,978
Due to Heritage High School (84.039)
Total $ 3937

Note 5 - Due To/From Other Funds:

The general fund owes the capital projects fund $6,572 which represents unspent capital
outiay funds which were deposited to the general fund bank account.

16



ACADEMIES OF EXCELLENCE, INC.
dibfa SUMMIT ACADEMY

NOTES TO FINANCIAL STATEMENTS - CONTINUED

Year Ended June 30, 2008

Note 6 - Capital Assets:

The foliowing Is a summary of changes in capital assets during the fiscal year ended June 30,
2008.

Balance Balance
July 1, June 30,
2007 Increases Decreases 2008
Capital assets being depreciated: '
Furniture, fixdures and equipment $ 20131 § - % -~ $28,131
Computers 47 512 - - 47.512
Total capital assets being depreciated 76,643 - - 76.643
Less accumulated depreciation for:
Furhiture, fixiures and equipment (12,325) (4,276) - (16,601)
Computers (45,814) {1,887} - _(47.511)
Total accumuiated depreciation (58,139) (6.973) - (654,112)
Total capital assets, net $.18504 3 (6973) 3§ - $12531
Depreciation was charged fo functions as follows:
Instruction $ 5480
School administration 493
$.5973

Note 7 - Concentrations of Local Revenue Sources:

The School recelves substantially alf of its support and revenue from federal and state funding
sources, passed through the Disfrict, in the form of performance and budget based contracts.
Continuing operations of the School is greatly dependent upon the continued support of these

funding sources. A reduction in the amount of funding could prevent the School from
continuing in its present form.

Note 8 - Risk Management Programs:

General liability, automotive, and health and hospitalization coverage are provided through
purchased commercial insurance with minimum deductibles for each line of coverage. There
have been no significant reductions in insurance coverage during the year ended June 30,
2008. Settled claims resulting from these risks have not exceeded commercial coverage.

17



ACADEMIES OF EXCELLENCE, INC.
dibfa SUMMIT ACADEMY

NOTES TO FINANCIAL STATEMENTS - CONTINUED

Year Ended June 30, 2008

Note 9 - Related Party Transactions:

Academies of Excellence

Academies of Excellence, Inc. manages the operation of Summit Academy, The Chief
Executive Officer of Academies of Excellence serves on the board of Summit.  Summit pays
Academies a management fee of up fo 18% of gross schoo! revenues. in fiscal year 2008,

Summit paid Academies a management fee of $82,311, Additionally, Summit reimburses
Academies for other bills Academies pays for on their behalf.

Human Services Assoclates

Academies of Excellence, Inc. leases its classroom facilities from Human Services Associates
Properties Corporation (HSA) whose chief executive officer is one of the School's Board
members. The five year lease expires in June 2000. Payment terms include a $50,184 initial

payment for the first two months of the lease and $6,000 a month thereafter. During the 2008
fiscal year, HSA donated the rent to the school.

Common Board of Directors

Academies and its three charier schools, Cornersione Elementary, Summit Academy, and
Heritage High School, have the same board of directors.

Note 10 - Stewardship, Compliance and Accountability:
General Fund expenditures exceeded appropriations by $304 in the budgetary comparison
schedule for the year ended June 30, 2008. In addition, appropriations in 2008 were in
excess of anticipated revenue and prior years fund balance. Appropriations folaled $421,382
while anticipated revenue and prior years fund balance totaled $421,265.

Al June 30, 2008, the School had a deficit fund balance of $11,265 in the general fund,

18



REQUIRED SUPPLEMENTARY INFORMATION



Revenues:
School Board of Flagier County
Feteral grant
Charges for setvices
Total revenues

Expenditures:

Current:
Instruction
Pupii personnel services
General administration
School administration
Fiscal services
Food services
Central services
Student transportation
Operation of plant

Total expenditures

Net change in fund balance

Fund balance(deficit) - beginning of year

Fund balance{deficit) - end of year

ACADEMIES OF EXCELLENCE, INC.
dibla SUMMIT ACADEMY

BUDGETARY_COMPARISON SCHEDULE

GENERAL FUND

Year Ended June 30, 2008

Final Budget

Positive
Budgeted Amounts Actual Amounts {Negative)
Original Finat

$ 412,865 § 412,565 § 401712 {10,843}
10,845 10,846 10,844 {fH

2427 2,427 2427 -

425,827 425,827 414,983 (10,844}
179,452 179,452 181,173 {11, 721)

89,332 9,332 58756 3,357
8,004 8,004 24,311 {16,307}

80,386 50,385 52,589 {2,203)

41,327 41327 41,324 3

35879 35,979 35,972 7

3,318 3,318 503 2,816

42 303 42 393 31,301 11,082

51,180 51,180 38,538 12,652
421,362 421,382 421,686 {304}
4,446 4,445 (6,703} (11.148)

{4,562) (4,562) {4,562) -
$ 117y § {(117)  § {11,285) § {11,148}
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REPORT ON INTERNAL CONTROL AND COMPLIANCE



ICDIRMIT #/ DAVIS

ERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

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

Board of Directors
Acadermies of Excellence, Inc.
d/b/a Summit Academy
Deland, Florida

We have audited the financial statements of Summit Academy (the School) as of and for
the year ended June 30, 2008, and have issued our report thereon dated March 8, 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 Audifing Standards issued by the Comptroller General of the United States.

Internal Control Qver Financial Reporiing -

in planning and performing our audit, we considered the 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 School's internal control over financial reporting.

Accordingly, we do not express an opinion on the effectiveness of the School'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 confrol over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified a deficiency in internal control
over financial reporting that we consider to be a significant deficiency.

A control deficiency exists when the design or operation of a control does not aliow
management of employees, in the normal course of performing thelr 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 the School'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 School's financial statements that is more than inconsequential
will not be prevented or detected by the School's internal control. We consider the

deficiency described below to be a significant deficiency in internal control over financial
reporting.

MepirmiT Davis & Company, LLC
GOS E. RORINSON STREET, SUITE 633 » ORLANDGO, FLORIDA 328014
TELEPHONE $07-843-5406 « Fax 407-649-9330 ¢ EaAlL INFO @@ MCTDIRMITDAVIS.COM

STEMIEIS THIVALE COMEANES PRACTICS SECTIOX » ANERICAN INSTEUTE OF ChRFIEL PYRLIC ACCOUSTANTS « FLORIA INSTITETE OF Crmriptey PURIC ACCOUNTANTE
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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
staterments will not be prevented or detected by the School's internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this secfion and would not necessarily identify all
deficiencies in 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 consider the significant deficiency described below to be a
material weakness.

Material Weakness

SAS No. 12, Communicating Internal Control Related Matters ldentified in an Awdit,
establishes new requirements for auditors to communicate certain control deficiencies that
they have identified during the audit. Under this new SAS, if Summit Acaderny does not
have controls over preparation of the financial statements which would prevent or detect a
misstatement in the financial statements, then we must report a material weakness, We
recommend that the School consider hiring another CPA to prepare the financial statements

fo be audited, since a CPA firm other than the auditor's firm can be part of the School's
internal confrol.

Compliance and Other Mallers

As part of obtaining reasonable assurance about whether the School’s financial statements
are free of material misstatement, we performed lests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and matetial 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 matlers that are required to be reported
under Government Auditing Standards,

We noted certain matters that we reported fo management of Summit Academy in a
separate letter dated March 6, 2009. The School's response to our findings identified in our

audit is included in this report. We did not audit the School's response, and accordingly, we
express no opinion on it.

This report is intended solely for the information and use of management, the Board of
Directors and the Auditor General of the State of Florida, and is not intended {o be, and
shoulid not be used by anyone other than these specified parties,

M isrmit Dawia b Comparyp 1L

March 6, 2009
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MCDIRMIT #/ DAVIS

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

MANAGEMENT LETTER

To the Board of Directors
Acaderries of Excellence, Inc.
dib/a Summit Academy
Deland, Florida

We have audited the financial statements of Academifes of Excellence, Inc., d/b/a Summit

Acaderny, Deland, Florida, as of and for the fiscal year ended June 30, 2008 and have issued our
report thereon dated March 6, 2009,

We conducted owr audit in accordance with United States generally accepted auditing standards,
and Government Auditing Standards issued by the compiroller General of the United States. We
have issued our Report on Internal Control over Financial Reporting and on Compliance and

Other Matters, Disclosures in that report, which is dated March 8, 2009, should be considered in
conjunction with this management ietter.

Additionally, our audit was conducted in accordance with the provisions of Chapter 10.850, Rules
of the Auditor General, which govern the conduct of charter school audits performed in the State

of Florida and unless otherwise required to be reported in the report on compliance and internal
controls, this lefter is required fo include the following information.

« Section 10.854(1)(e)(1), Rules of the Auditor General, require that we determine whether
or not corrective actions have been taken to address findings and recommendations
made in the preceding annual financial audit report. The recommendations made in the
preceding annual financial audit report have not all been corrected, as discussed in
attached Prior Year Findings, Comments and Recommendations,

« Section 10.854(1)e){2), Rules of the Auditor General, require a statement as fo whether
or not the charter school has met one or more of the conditions described in Section
218.503(1), Florida Statutes, relating to determination of financial emergency, as well as
identification of the specific condition met. In connection with cur audit, we determined
that Summit Elermnentary did meet two of the conditions described in Section 218.503(1),

Fiorida Statutes, See attached Current Year Findings, Commenis, and
Recommendations,

« Section 10.854(1)(e)(3), Rules of the Auditor General, require that we address in the
management letter any findings and recommeandations fo improve financial

management. in connection with our audit, we did have findings, which are discussed in
Current Year Findings, Comments, and Recommendations.

McDirMIT Davis & Company, LLC
G5 . ROBINSON STRERT, SUITE 635 « ORLANDO, FLORIDA 32801
TRLEPHONE 207-843-5400 ¢ FAX 407-649-9330 « EMAILL INFOG MCDEMITDAVIS LOM

NEMHEIRS, PRI AL COMIASIES PRACTIOT BECTION - AMBRICAR INSTCTE OF CHREMEDY PUBLIC ACTOUNTANTS » FLORIDA INSTIVCE OF CuRTIEED POALIK ACCOUNTANTS
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e Section 10.854(1)e)4), Rules of the Auditor General, require that we address violations
of laws, regulations, contracts or grant agreements, or abuse that have occurred, or are
likely to have occurred, that have an effect on the determination of financial statement
amounts that is less than material but more than inconsequential. In connection with our

audit, we did have findings, which are discussed in Current Year Findings, Comments,
and Recommendations.

Section 10.854(1)(e)(5), Rules of the Auditor General, requires based on professional
judgment, the reporting of the following matters that are inconsequential fo the

determination of financial statement amounts considering both gquantitative and
qualitative factors:

a. Violations of laws, rules, regulations, contracts or grant agreements, or
abuse that have occurred, or are likely to have occurred.

b. Improper expenditures or illegal acts that would have an immaterial effect
on the financial statements.

c. Control deficiencies that are not significant deficiencies, including, but not
fimited to:

1) lmproper or inadequate accounting procedures (e.g., the

omission of required disclosures from the annual financial
statements).

2) Failures to properly record financlal transactions.

3) Inaccuracies, shortages, defalcations, and instances of fraud
discovered by, or that come to the attention of, the auditor.

Section 10.854(1){(e}{8), Rules of the Auditor General, requires that the name or official

tfitle of the school be disclosed. The official fifle of the school is Academies of
Excellence, Inc. d/b/a Summit Academy.

Section 10.854{(1)e}(7), Rules of the Auditor General, require that the auditor apply
firancial condition assessment procedures pursuant to Rule 10.855(10). In connection
with our audit, we applied financial condition assessment procedures. it is
management’s responsibility to monitor the entity'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.

This management letter is intended solely for the information of Summif Academy and

management, and the State of Florida Office of the Auditor General, and is not intended to be and
should not be used by anyone other than these specified parties.

HDirmit Dowria & Comparup LLC

March 6, 2009
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PRIOR YEAR FINDINGS, COMMENTS & RECOMMENDATIONS

1. Compliance With Charier Provisions

The School's Charter with the School Board of Flagler County, Florida (Sponsor) contains
certain provisions to which the School did not comply.

A, Seclion 4.9.1 requires the School to submit quarterly financial reports fo its
Sponsor no fater than the 30 days following the quarter. We determined that the

Schoot did submit reguired reports, however they were late. We recommend these
reports be filed on a timely basis.

As we discussed in prior auditor comments, Section 4.9.3 requires the School to
budget for and maintain a “Reserve Fund” equal to a minimum of 3% of the
School's total annual operating fund. We noted that the School was unable to
comply with this provision due fo its financial condition. We recommend that the

Schoot analyze its financlal situation and develop plans {o comply with its reserve
funding requirement,

Corrective Action

The School did not correct either A or B above, so this finding will be repeated under
Current Year Findings, Comments, and Recommendations.

2. Financial Emergency

A charter school shall notify the charter school sponser when they meet one or more of
the conditions specified in Florida Statutes Section 218.503. Summit Academy does meet
one of the conditions, and therefore must nofify their sponsor. Florida Statutes Section

218.503 also requires the sponsor to determine what actions have been taken by the
charter school governing body to resolve the condition.

We recommend that Summit Academy’s governing body develop a financial recovery plan
that wilt cause the charier schoo! {0 no longer be subject to this Section.

Corrective Action

At June 30, 2008, Summit Academy meets two of the conditions in Section 218.503 of
Florida Statutes, so this comment will be repeated in current year.

3. Expenditures in Excess of Appropriations
General Fund expenditures exceeded appropriations by $17.,098 in 2007,

We recommend that the School amend the budget within 60 days after year end to insure
that expenditures do not exceed appropriations.

Cotrective Action

General Fund expenditures exceeded appropriations in 2008, so this comment will be
repeated in current year,
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PRIOR YEAR FINDINGS, COMMENTS & RECOMMENDATIONS - CONTINUED

4. Apvpropriations in Excess of Funds Available

Appropriations in 2007 were in excess of anticipated revenue and prior years fund

balance. Appropriations totaled $381,408 while anticipated revenue and prior years fund
balance totaled $268,264.

We recommend that when budgeting, the School consider both anticipated revenue along
with prior years fund balance (deficit) before amending budget for appropriations.

Carrective Action

Appropriations in 2008 are in excess of anticipated revenue and prior years fund balance,
g0 this comment will be repeated in current year.
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CURRENT YEAR_FINDINGS, COMMENTS & RECOMMENDATIONS

1. Compliance With Charter Provisions

The Scheol's Charler with the School Board of Flagler County, Florida (Sponsor) contains
certain provisions to which the Schoal did not comply.

A, Section 4.8.1 réqu‘;res the School to submit quarierly financial reports to its
Sponsor no fater than the 30 days following the quarier. We determined that the

School did submit required reporis, however they were tate. We recommend these
reports be filed on a timely basis.

B. As we discussed in prior auditor comments, Section 4.9.3 requires the School {o
budget for and maintain a "Reserve Fund’ egual fo a minimum of 3% of the
School's total annual operating fund. We noted that the School was unable fo
comply with this provision due {o its financial condition. We recommend that the

School analyze its financial situation and develop plans to comply with its reserve
funding reguirement.

2. Financial Emergency

A charter school shall nofify the charer school sponsor when they meet one or more of
the conditions specified in Florida Statutes Section 218.503. Surmmit Academy does meet
fwo of the conditions, and therefore must nolify their sponsor. The general fund has a
deficit fund balance of $11,265 and the School has been unable {o pay certain expenses
within 90 after the claim was presented. Florida Statules Section 218.503 also requires

the sponsor to determine what actions have been taken by the charter school goveming
body to resolve the condition.

We recommend that Summit Academy’s governing body develop a financial recovery plan
that will cause the charter school fo no longer be subject to this Section.

3. Appropriations in Excess of Funds Available

Appropriations in 2008 were in excess of anticipated revenue and prior years fund

balance. Appropriations fotaled $421,382 while anticipated revenue and prior years fund
balance fotaled $421,265.

We recommend that when budgeting the School consider both anticipated revenus along
wiih prior years fund balance (deficit) before amending budget for appropriations.

4, Deficit Fund Eguity
The genera! fund has a deficit fund balance of $11,265 at June 30, 2008,

We recommend the School's governing body develop a plan to eliminate the deficit fund
balance.
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CURRENT _YEAR FINDINGS, COMMENTS & RECOMMENDATIONS - CONTINUED

. Excess of Expenditures Over Appropriations

For the year ended June 30, 2008, expenditures exceeded appropriations in the general
fund by $304.

We recommend that the Schoo! amend their budget within 60 days of year end fo prevent
this from happening.

. Capital Quttay Grant

During 2008, the School spent some of the Florida Department of Education Capital
Outlay Funds on repairs and maintenance of buses, which is not an allowable expense
under Florida Statute Section 1013.62(2). Capital Outlay Funds should only be used to
purchase vehicles o fransport students, as well as other capital expenditures.

We recommend the School talk to authorities at the Departrment of Education to determine
if they must return some of the Capital Outlay Funds.

. Missing Documeniation for Disbursements

The organization's purchasing and payment policies require that adequate documentation
be maintained for vendor payments. Receipt of merchandise should be acknowledged

with a signature. Tests of selected disbursements revealed a lack of appropriate
documentation o support some transactions.

We recommend that when the School reimburses Academies of Excellence for expenses

that documentation includes invoices that Academies of Excellence paid to support the
amount due from the School.
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Txcellenice

March 13, 2009

Re: Respomse 10 Aundit Management Lotter

1. Compliance With Charter Provisions

A. The school will put reminders i place through. the accounting goftware 1o ensuré that the
guarterly repotis o the Sponsor ate generated in a timely manner,
B. The Bourd has addressed the need for tae Reserve Fund and hes mude appropriate budget

revisions i order to comply, Ong difficulty with meeting this Tequirement is the retroactive
reduction in funding of State fonds.

7. Financial Bmergency

A. The Sponsor hay been notified of the financial emergency which has existed since 2005-6
schoo] year. At that time the school nd 2 deficit futd balance of $72,504 which has been
reduced by a tota] $63,874 over a twe year petdod. For a school of only 60 studenty, thisis 5

significant positive improvement. This i5 20 increase will continue to strengthen the financial

condition of the schopl, The remaining flem in the financial emergency 15 payment of some

vehdors exceeding 90 duys, The Board will address 2 revised recovery plan based on the
cuyrent audit,

A key factor in changing the financial status is the request that the Governing Board hes made
to the sponsor 1o combine Comerstone Elementary, Summit Acadery, and Herltage Hligh
‘School into 4 single charter. When the sohools were fitst formed, the belief was that each
would grow into ndependent schools at different lovations. Sinot this has not oceusred, the
schools currenily reside at the same sits, By comibining the thres schooly into otie Pre-iC
through 12 school would immediately result in schools ne longer having a negative fund
balance. Mot importantly, moving forward it would reduce operating costs by

approximately $45,000 per year (§20,000 i euditing fees and §25,000 in accounting fees).
This would ziso better utilize resouxces.

3. Appropristions in Excess of Punds Aveilable

This has been brought {6 the Board’s attention and has been cosrected in the cumrent year's budget.
4. Deoficit Fund Equity

A key factor in changiug the fimancial status is the request that the Governing Board has made to
the spontsor o combine Cornersione Elementary, Summit Acaderay, and Hedtage High School
into 2 single charter. When the schools were firat formed, the belief was that each would grow
into independent schools at different locations. Since this hes not otcurred, the schools surrently

SUMMIT AUDIT MANAGEMENT LETTER 2007-08
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reside a1 the setue site, By combining the three schools into one Pre-K through 12 schoot would
pomediataly result o schools no longer having 4 nepative fund belance, More importeantly,

moving forwerd it would reduce operating custs by approximately $85,000 per year {560,000 in
anditing fess and 25,000 in accounting foes). This would aiso better utilize rosowrors,

5. Bucssy of Bxpenditures Over Approptistions

The $304 overage was an accounting etror that has been, corrected,
6. Capital Ovtley Grant

"The school was under the befief that these were appropriate cabital outley expenses sinve they
extended the useful life of the capital outlay item. The schioo! will contact the Department of
Education to defermine the best way to rectify the egor.

7. Missing Documentation for Dishursements

After discussing with the suditors whet documentation wes missing, the two checks in question
were miss fled dus to change of staff and physically relocating the sdministrative offices to

another site. Once the files are reorpanized and digitizing 1t documentation will expedite futare *
eirieval.

Doughss K. Jdckson

Pregident

Academies of Excellence
340 N. Boston dvenne
Dieland, FL 32724

Phone: (386) 624-6982

Fax: (386) 845-9292
weww.aoescheols.com

SUMMIT AUDIT MANAGEMENT LETTER 200708
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MCDIRMIT /// DAVIS

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

To the Board of Directors
Academies of Excellence, inc.
d/b/a Summit Academy
Deiand Florida

We have audited the financial statements of the governmental activities and the major fund of
Academies of Fxcellence, Inc., d/b/a Summit Academy for the yvear ended June 30, 2008, and

have issued our report thereon dated March 8, 2009. Professional standards require that we
provide you with the following information related to our audit,

Our Responsibility under U.8. Generally Accepied Auditing Standards and Government Auditing
Standards

As stated in our engagement letter dated July 28, 2008, our responsibility, as described by
professional standards, is to express opinions 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. As part of our audit, we considered the
internal control of Academies of Excellence, inc., d/b/a Summit Academy. Such considerations

were solely for the purpose of determining our audit procedures and not to provide any
assurance concerning such internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of
. material misstatement, we performed tests of Academies of Exceflence, Inc., dfb/a Summif
Academy's compliance with certain provisions of laws, regulations, contracts, and grants.

Planned Scope and Timing of the Audit

We performed the audit according o the planned scope and timing previously cornmunicated to
you in our meeting about planning matiers on July 29, 2008,

Significant Audit Findinas

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Academies of Excellence, Inc., d/b/a Summit Academy
are described in Note 1 to the financial statements, No new accounting policies were adopied
and the application of existing policies was not changed during 2008. We noted no fransactions
entered into by the governmental unit 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.

McpirmiT Davis & Company, LLC
A05 B, ROBINSON STREET, SITE 635 » Qi ANDO, Frorina 32801
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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 Lincorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are frivial, and communicate them to the appropriate level
of management. Management has corrected all such misstatements. in addition, none of the
misstatements detected as a resulf of audit procedures and comrected 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 March 6, 2008.

Management Consuitations 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 governmental unit's financial
statementis 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 consuitant has all the relevant facts, To our knowiedge, there were no such
consultations with other accountanis.

Other Audit Findings or Issues

We generally discuss a variety of mafters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the governmental unit's

auditors, However, these discussions occurred in the normal course of our professional
relationship and our responses were not a condition to our retention.

This information is intended solely for the use of The Board of Directors and management of

Academies of Excellence, Inc., d/b/a Summit Academy and is not intended to be and should not
be used by anyone other than these specified parties.

Very truly yours,

7eDivrit Dowria & Companyg LLC

March 8, 2008
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