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Independent Auditor's Report on Basic Financial Statements and
Required Supplementary Information

To the Board of Directors Berkley Accelerated Middle Schoal, Inc.,
a Charter School and Component Unit of the
District School Board of Polk County, Florida

We have audited the accompanying basic financial statements of the governmental activities and
each mgjor fund of Berkley Accelerated Middle School, Inc. (*School”), a charter school and
component unit of the District School Board of Polk County, Florida, as of and for the fiscal year
ended June 30, 2009, which collectively comprise the School’s basic financial statements as
listed in the table of contents. These financia statements are the responsibility of the School’s
management. Our responsibility is to express opinions on these financia statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Sandards issued by the Comptroller Generd of the United States. Those standards
reguire that we plan and perform the audit to obtain reasonable assurance about whether the
financia statements are free of material misstatement. An audit includes examining, on a test
basi's, 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 financia statement presentation. We believe that
our audit provides areasonable basis for our opinions.

In addition, in our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the Berkley Accelerated Middle School,
Inc. as of June 30, 2009, and the respective changes in financial position thereof for the fiscal
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 August
14, 2009 on our consideration of the Berkley Accelerated Middle School, Inc.'s internal control
over financial reporting and our tests of its compliance with certain provisions of laws,
administrative rules, regulations, contracts and grants, and other guidelines included under the
heading I ndependent Auditor's 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. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.



The Management’s Discussion and Analysis and the Budgetary Comparison Schedule 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 thereon.

Respectfully submitted,

\Qw?rg, W&UGL, CFAS

August 14, 2009
Lutz, Florida



MANAGEMENT’SDISCUSSION AND ANALYSIS
(Unaudited)

The Management’s Discussion and Anaysis (MD&A) section of the annual financia report of
the Berkley Accelerated Middle School, Inc. (“School”) provides an overview of the School’s
activities for the fiscal year ended June 30, 2009.

Because the information contained in the MD&A is intended to highlight significant
transactions, events, and conditions, it should be considered in conjunction with the School’s
financial statements and notesto financial statements found on pages 9 through 25.

FINANCIAL HIGHLIGHTS

= For the fiscal year ended June 30, 2009, the School’s revenues exceeded expenses as
shown on the School’ s statement of activities by $64,993.

» Overal, revenues increased by $384,813, due to an increase in enrolIment.

OVERVIEW OF THE FINANCIAL STATEMENTS
The basic financia statements consist of three components:
v Government-wide financia statements
v Fund financial statements
v Notesto financia statements

Government-Wide Financial Statements

The government-wide financial statements provide both short-term and long-term information
about the School’s overall financia condition in a manner similar to those of a private-sector
business. The statements include a statement of net assets and a statement of activities that are
designed to provide consolidated financia information about the governmental activities of the
School presented on the accrual basis of accounting. The statement of net assets provides
information about the government’s financial position, its assets and liabilities, using an
economic resources measurement focus. The difference between the assets and liabilities, the
net assets, is ameasure of the financial health of the School. The statement of activities presents
information about the change in the School’s net assets and the results of operations, during the
fiscal year. An increase or decrease in net assets is an indication of whether the School’'s
financial health is improving or deteriorating. To assess the overall financial position of the
School, one needs to consider additional non-financia factors such as changes in the School
student base funding level.



Fund Financial Statements

Fund financia statements are one of the components of the basic financia 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. Fund financia statements provide more detailed
information about the School’s financia activities, focusing on its most significant funds rather
than fund types. Thisisin contrast to the entity-wide perspective contained in the government-
wide financial statements.

Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, the
governmental funds utilize a spendable financial resources measurement focus rather than the
economic resources measurement focus found in the government-wide financial statements. The
financial resources measurement focus alows the governmental fund financial statements to
provide information on near-term inflows and outflows of spendable resources as well as
bal ances of spendable resources available at the end of the fiscal year.

The governmental fund financial statements provide a detailed short-term view that may be used
to evauate the School’ s near-term financing requirements. This short-term view is useful when
compared to the long-term view presented as governmental activities in the government-wide
financia statements. To facilitate this comparison, both the governmental funds balance sheet
and the governmental funds statement of revenues, expenditures, and changes in fund balances
provide areconciliation of governmental fund to governmental activities.

The governmental funds balance sheet and statement of revenues, expenditures, and changes in
fund balances provide detailed information about the School’s most significant funds. The
School operates four funds; a General Fund, a Special Revenue Fund, Debt Service Fund, and a
Capital Projects Fund. The Genera Fund and the Capital Projects Fund are considered to be
major funds. Data from the other governmental fund is combined into a single aggregated
presentation.

The School adopts an annual budget for its governmental funds. A budgetary comparison
schedule, as required, has been provided for the General Fund to demonstrate compliance with
the budget.

Notesto Financial Statements

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



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of a government’s financial position. The
following is a summary of the School’ s net assets as of June 30, 2009:

ASSETS

Current and Other Assets
Capital Assets, net

Total Assets
LIABILITIES

Current Liabilities
Long Term Liabilities

Total Liabilities

NET ASSETS
Invested in Capital Assets, net of Debt
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

Net Assets, End of Year

Governmental Activities

Increase

6-30-08 6-30-09 (Decrease)
$ 741,174 $ 994,050 $ 252,876
3,136,831 3,803,252 666,421
3,878,005 4,797,302 919,297
263,717 263,753 36
2,616,993 3,471,261 854,268
2,880,710 3,735,014 854,304
419,511 331,991 (87,520)
577,784 730,297 152,513
997,295 1,062,288 64,993

$ 3,878,005 $ 4,797,302 $ 919,297

Current and other assets increased due to an increase in cash at year-end due to revenues
exceeding expenditures in the current fiscal year. Capital assets, net, increased due to
completion of the final phase of construction for the School’s new multi-purpose facility.
Current and other liabilities increased due to the increase of accounts payable, accrued salaries
and compensated absences. The increase in total net assets is due to the current year operating

surplus.



The key elements of the changes in the School’s net assets for the fiscal year ended June 30,
2009 are asfollows:

Operating Results for the Year

Governmental Activities

Increase
6-30-08 6-30-09 (Decrease)
Revenues:
Federal through Local $ 46914 $ 37,332 (9,582)
State and Local Sources 2,299,412 2,715,459 416,047
Grants, Contributions and Other 134,503 112,851 (21,652)
Total Revenues 2,480,829 2,865,642 384,813
Expenses:
Instruction 1,267,043 1,624,099 357,056
Pupil Personnel Services 239,727 201,160 (38,567)
Instructional Staff Training - 3,299 3,299
Board of Education 13,111 21,630 8,519
School Administration 356,242 417,902 61,660
Facilities Acg. & Construction - 2,581 2,581
Fiscal Services 56,333 55,714 (619)
Food Services - 800 800
Central Services 8,660 8,686 26
Pupil Transportation 89,067 117,449 28,382
Operation of Plant 100,788 138,304 37,516
Interest on Debt 128,591 208,331 79,740
Loss on Disposal of Capital Assets - 694 694
Total Expenses 2,259,562 2,800,649 541,087
Increase/(Decrease) in Net Assets $ 221267 $ 64993 $ (156,274)

The largest revenue source for the School is the State of Florida (91 percent). Revenues from
State sources for current operations are primarily received through the Florida Education Finance
Program (FEFP) funding formula and Charter School Capital Outlay funds. Both sources utilize
student enrollment data to determine the funds available for the School. An enrollment increase
of 85 weighted FTE was the primary factor for the increased State revenue.

Expenses increased in Instruction primarily due to an increase in instructional staffing due to the
increased enrollment. The other expense categories increased between fisca years due to
increased population served, general economic cost increases, and the increased cost of operating
facilities.



FINANCIAL ANALYSISOF THE SCHOOL'SFUNDS
Governmental Funds

As the School completed the year, its governmental funds reported a combined fund balance of
$772,761.

GENERAL FUND BUDGETARY HIGHLIGHTS

The general fund budget for the fiscal year ended June 30, 2009, was developed based on the
School’s anticipated revenues and expenditures and the expected student population for the
school year. Over the course of the year, the School revised its budget several times. For the
year ended June 30, 2009, actual expenditures were $119,248 below the budgeted amounts.
Refer to the Budgetary Comparison Schedule — General Fund for additional reference.

Total revenues were $907 over the budgeted amount.

CAPITAL ASSETSAND DEBT ADMINISTRATION
Capital Assets

At the end of fiscal 2009, the School had invested $3,803,252, in capital assets, including land,
buildings, furniture, fixtures and equipment, net of accumul ated depreciation.

This year's major capital asset additions included the following:

e Building - $1,657,772 ($804,943 of this addition was from capitalized construction in
progress from the prior fiscal year.)

e Instructiona equipment - $22,480
e Administrative equipment - $1,870

During fiscal 2007, the School began construction of a multi-purpose gymnasium that includes a
cafeteria and five classrooms. The construction was completed during October 2008. Financing
is collateralized by the School’ s land and the new facility.

The fiscal 2009 general fund budget did not include significant spending for capital acquisitions.
More detailed information about the School’ s capital assetsis presented in Note 3 to the financial
statements.

Long-Term Debt

At June 30, 2009, the School had $3,394,047 in notes payable outstanding; an increase of
$854,902 from last year. The increase is due to the additional debt associated with the multi-
purpose building construction. In December 2008 the construction loan was converted to a
mortgage secured by land and the new facility. As expected, interest expense increased to
$208,331 during fiscal year 2009 from the prior year amount of $128,591. More detailed
information about the School’s long-term debt is presented in Notes 4, 5, and 6 to the financial
statements.



ECONOMIC FACTORSAND NEXT YEAR'SBUDGET

The following economic indicators were taken into account when adopting the general fund
budget for fiscal year 2010:

e Projected increasein population.

e Conservative estimate of FEFP.

e Projected salary and benefit increases.

e Increased interest and debt principal payments.

e Increases in the cost of insurance, other business operating expenses, and facility
operations and maintenance.

If the projected estimates used and the economic indicators are realized, the School’ s budgetary
general fund balance is expected to decrease by the close of fiscal 2010.

REQUESTSFOR INFORMATION

This financial report is designed to provide a genera overview of the School’s, finances and to
demonstrate the School’ s accountability for the money it receives. Questions concerning any of
the information provided in this report or requests for additional financial information should be
addressed to the School’s administrative offices at 5316 Berkley Road, Auburndae, Florida
33823.



BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF THE
DISTRICT SCHOOL BOARD OF POLK COUNTY, FLORIDA

STATEMENT OF NET ASSETS
June 30, 2009

ASSETS
Current Assets:
Cash & Cash Equivaents
Due From Other Agency
Prepaid Expenses
Deposits
Tota Current Assets

Capital Assets:
Land
Buildings, Net
Furniture, fixtures and Equipment, Net
Total Capital Assets, Net
TOTAL ASSETS

LIABILITIES
Accounts Payable and Accrued Expenses
Salary & Wages Payable
Long-Term Liabilities:
Due within one year:
Capital Lease Obligation
Notes Payable
Due after one year:
Capital Lease Obligation
Notes Payable
TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets, Net of Related Debt

Unrestricted:
Board Designated
Undesignated
Total Net Assets

TOTAL LIABILITIESAND NET ASSETS

-9-

Governmental
Activities

960,607
25,015
5,428
3,000

994,050

215,000
3,547,095
41,157

3,803,252

4,797,302

122,254
141,499

22,419

99,803

54,795
3,294,244

3,735,014

331,991

13,529
716,768

1,062,288

4,797,302

The accompanying notes to the financial statements are an integral part of this statement.



BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF THE
DISTRICT SCHOOL BOARD OF POLK COUNTY, FLORIDA

STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2009

Net (Expenses)

Revenue
Expenses Program Revenues and Changes
Charges Operating Capital Net Assets
for Grants and Grants and Governmental Total
Services Contributions Contributions Activities
Governmental Activities:
Instruction $ 1,624,099 $ - $ 37,332 % - $ (1,586,767) $ (1,586,767)
Pupil Personnel Services 201,160 (201,160) (201,160)
Instructional Staff Training 3,299 (3,299) (3,299)
Board of Education 21,630 (21,630) (21,630)
School Administration 417,902 (417,902) (417,902)
Facilities Acquisition & Construction 2,581 (2,581) (2,581)
Fiscal Services 55,714 (55,714) (55,714)
Food Services 800 (800) (800)
Central Services 8,686 (8,686) (8,686)
Pupil Transportation 117,449 (117,449) (117,449)
Operation of Plant 138,304 (138,304) (138,304)
Interest on Long Term Debt 208,331 (208,331) (208,331)
Loss on Disposal of Capital Assets 694 (694) (694)
Total Governmental Activities $ 2,800,649 3 - $ 37,332 $ - (2,763,317) (2,763,317)
General Revenues:

State and Local sources 2,715,459 2,715,459
Grants and Contributions not restricted to specific program 112,851.00 112,851.00

Other
Total General Revenues 2,828,310 2,828,310
Change in Net Assets 64,993 64,993
Net Assets - July 1, 2008 997,295 997,295
Net Assets - June 30, 2009 $ 1,062,288 $ 1,062,288

The accompanying notes to the financia statements are an integral part of this statement.
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BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF THE
DISTRICT SCHOOL BOARD OF POLK COUNTY, FLORIDA

BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2009

Capital Other Total
Generd Projects Governmental Governmental
Fund Fund Funds Funds
ASSETS
Cash & Cash Equivaents $ 924724 $ 34224 $ 1658 $ 960,606
Due From Other Agency - 25,015 - 25,015
Due From Other Funds 25,015 - - 25,015
Prepaid Expense 5,428 - - 5,428
Other Current Assets 3,000 - - 3,000
Total Assets $ 958,167 $ 59239 $ 1,658 $ 1,019,064
LIABILITIESAND FUND BALANCES
Liabilities:
Accounts Payable and Accrued Expenses $ 45565 $ 34224 $ - $ 79,789
Salary and Wages Payable 139,841 - 1,658 141,499
Due To Other Funds - 25,015 - 25,015
Tota Liabilities 185,406 59,239 1,658 246,303
Fund Balances:
Unreserved:
Board Designated 13,529 - - 13,529
Undesignated 759,232 - - 759,232
Tota Fund Balances 772,761 - - 772,761
Tota Liabilities and Fund Balances $ 958,167 $ 59239 $ 1,658 $ 1,019,064

The accompanying notes to the financial statements are an integral part of this statement.
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BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF THE
DISTRICT SCHOOL BOARD OF POLK COUNTY, FLORIDA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
June 30, 2009

Total Fund Balances - Governmental Funds $ 772,761

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

Capital assets used in governmental activities are not financial resources
and, therfore, are not reported as assets in the governmental funds.
The cost of the assets is $4,380,104, and the accumul ated
depreciation is $576,852. 3,803,252

Amounts accrued for compensated absences are not due and payable
in the current period and, therefore, are not reported as liabilitiesin
the governmental funds. (42,464)

Long-term liabilities are not due and payable in the current period
and, therefore, are not reported as liabilities in the governmental
funds. Long-term liabilities at year-end consist of:

Capital Lease Obligations (77,214)
Notes Payable (3,394,047) (3,471,261)
Total Net Assets - Governmental Activities $ 1,062,288

The accompanying notes to financial statements are an integral part of this statement.
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BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF THE
DISTRICT SCHOOL BOARD OF POLK COUNTY, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2009

Revenues
Intergovernmental :
Federal Through Local
State and Local
Contributions and Other Revenue

Total Revenues

Expenditures
Current - Education:
Instruction
Pupil Personnel Services
Instructional Staff Training
Board of Education
School Administration
Facilities Acquisition & Construction
Fiscal Services
Food Services
Central Services
Pupil Transportation
Operation of Plant
Fixed Capital Outlay:
Facilities Acquisition & Construction
Other Capital Outlay
Debt Service:
Principal
Interest and Fiscal Charges
Total Expenditures
Excess (Deficiency) of Revenues Over
Expenditures
Other Financing Sources (Uses):
Transfersin
Proceeds From Note Payable
Transfers Out
Total Other Financing Sources (Uses)
Net Change in Fund Balances
Fund Balances, July 1, 2008

Fund Balances, June 30, 2009

The accompanying notes to financial statements are an integral part of this statement.

Capital Other Total

Generd Projects Governmental Governmental

Fund Fund Funds Funds
- $ - 37,332 37,332
2,466,665 248,794 2,715,459
112,851 112,851
2,579,516 248,794 37,332 2,865,642
1,417,223 37,332 1,454,555
201,160 201,160
3,299 3,299
21,630 21,630
370,181 370,181
2,581 2,581
55,714 55,714
800 800
8,686 8,686
117,449 117,449
138,304 138,304
852,829 852,829
24,350 24,350
100,961 100,961
208,331 208,331
2,361,377 852,829 346,624 3,560,830
218,139 (604,035) (309,292) (695,188)
- 309,292 309,292
854,902 854,902
(58,425) (250,867) (309,292)
(58,425) 604,035 309,292 854,902
159,714 - - 159,714
613,047 - - 613,047
772,761  $ - - 772,761

-13-



BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF THE
DISTRICT SCHOOL BOARD OF POLK COUNTY, FLORIDA

RECONCILIATION OF THE GOVERNMENTAL FUNDSSTATEMENT OF
REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2009

Net Change in Fund Balances - Governmental Funds $ 159,714

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

Capital outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assetsis
alocated over their estimated useful lives as depreciation expense.
This is the amount of depreciation expense in excess of capital outlays 665,117
in the current period.

Compensated absences included in the statement of activities do not require
the use of current financial resources and, therefore, are not reported as
expenditures in the governmental funds. (6,591)

The loss on capita assets included in the statement of activities does not
require the use of current financial resources and, therefore, are not reported
in the governmental funds. 694

Net proceeds from notes payable provide current financial resources to the
governmental funds, but increase long-term liabilities in the statement of

assets. (854,902)
Principal payments on long-term debt are expenditures in the governmental funds

but the repayments reduce long-term liabilities in the statement of net assets. 100,961

Changein Net Assets - Governmental Activities $ 64,993

The accompanying notes to the financial statements are an integral part of this statement.

-14 -



BERKLEY ACCELERATED MIDDLE SCHOOL, INC.

A Charter School and Component Unit of the District School Board of Polk County, Florida

1.

NOTESTO FINANCIAL STATEMENTS
June 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
> Reporting Entity

The Berkley Accelerated Middle School, Inc. (“School”) is a not-for-profit
corporation organized pursuant to Chapter 617, Florida Statutes, the Florida Not-
For-Profit Corporation Act and Section 1002.33, Florida Statutes. The governing
body of the School is the not-for-profit corporation Board of Directors, which is
composed of six members.

The general operating authority of the School is contained in Section 1002.33,
Florida Statutes. The School operates under a charter of the sponsoring school
district, the District School Board of Polk County, Florida, (“District”). The
current charter is effective until June 30, 2017, and may be renewed for up to an
additional fifteen years by mutual written agreement between the School and the
District. At the end of the term of the charter, the District may choose not to
renew the charter 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 aso terminate the
charter if good cause is shown. In the event of termination of the charter, any
property purchased by the School with public funds and any unencumbered public
funds revert back to the District. The School is considered a component unit of
the District; and meets the definition of a governmental entity under the Audit and
Accounting Guide — Sate and Local Governments issued by the American
Institute of Certified Public Accountants, therefore, for financia reporting
purposes, the School is required to follow generally accepted accounting
principles applicable to state and local governmental units.

Criteria for determining if other entities are potential component units which
should be reported within 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 Sandards,
Sections 2100 and 2600. The application of these criteria provides for
identification of any entities for which the School is financialy accountable and
other organizations for which the nature and significance of their relationship with
the School are such that exclusion would cause the School's basic financia
statements to be misleading or incomplete. Based on these criteria, no component
units are included within the reporting entity of the School.

Basis of Presentation

The School’s financial statements have been prepared in accordance with
generally accepted accounting principles as prescribed by the Governmental
Accounting Standards Board. Accordingly, both government-wide and fund
financia statements are presented.

Government-wide Financial Statements - Government-wide financial statements,
including the statement of net assets and the statement of activities, present
information about the School as awhole.

-15-



BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A Charter School and Component Unit of the District School Board of Polk County, Florida

NOTESTO FINANCIAL STATEMENTS
June 30, 2009

Government-wide financia statements are prepared using the economic resources
measurement focus. The statement of activities presents a comparison between
direct expenses and program revenues for each function or program of the
School’s governmental activities. Direct expenses are those that are specifically
associated with a service, program, or department and are thereby clearly
identifiable to a particular function.

Program revenues include charges paid by the recipient of the goods or services
offered by the program and grants and contributions that are restricted to meeting
the operational or capital requirements of a particular program. Revenues that are
not classified as program revenues are presented as genera revenues. The
comparison of direct expenses with program revenues identifies the extent to
which each governmenta function is self-financing or draws from the general
revenues of the School.

Fund Financial Statements - Fund financial statements report detailed information
about the School in the governmental funds. The focus of governmental fund
financia statements is on mgor funds rather than reporting funds by type. Each
major fund is reported in a separate column. Because the focus of governmental
fund financial statements differs from the focus of government-wide financial
statements, a reconciliation is presented with each of the governmental fund
financia statements.

The School’ s major governmental funds are as follows:

e Generd Fund — to account for al financial resources not required to be
accounted for in another fund, and for certain revenues from the State that are
legally restricted to be expended for specific current operating purposes.

e Capital Projects Fund — to account for all resources for the acquisition of
capital items by the School purchased with capital outlay and construction
funds.

All other governmental funds are non-major and are presented in the aggregate.

> Basisof Accounting

Basis of accounting refers to when revenues and expenditures, or expenses, are
recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurements made, regardliess of the
measurement focus applied.

The government-wide financial statements are prepared using the accrual basis of
accounting. Revenues are recognized when earned and expenses are recognized
when a liability is incurred, regardless of the timing of the related cash flows.
Revenues from grants, entitlements, and donations are recognized in the fiscal
year in which al €eigibility requirements imposed by the provider have been
satisfied.

-16-



BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A Charter School and Component Unit of the District School Board of Polk County, Florida

NOTESTO FINANCIAL STATEMENTS
June 30, 2009

Governmental fund financial statements are prepared using the modified accrua
basis of accounting. Revenues, except for certain grant revenues, are recognized
when they become measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. The School considers revenues
to be available if they are collected within 60 days of the end of the current fiscal
year. When grant terms provide that the expenditure of resources is the prime
factor for determining eligibility for Federal, State, and other grant resources,
revenue is recognized at the time the expenditure is made. Under the modified
accrual basis of accounting, expenditures are generally recognized when the
related fund liability is incurred, except for principal and interest on long-term
debt, clams and judgments, and compensated absences, which are recognized
when due. Allocations of cost, such as depreciation, are not recognized in
governmental funds.

> Budgetary Basis Accounting

Budgets are presented on the modified accrual basis of accounting. During the
fiscal year, expenditures were controlled at the object level (e.g., saaries,
purchased services and capital outlay).

» Cash Deposits

Cash deposits consist primarily of demand deposits held by banks qualified as
public depositories under Horida law. Deposits on hand at financia institutions
are insured by the Federal Deposit Insurance Company and collateralized with
securities held in Florida' s multiple financia institution collateral pool as required
by Chapter 280, Florida Statutes.

> Capital Assets and Depreciation

Expenditures for capital assets acquired or constructed for general School
purposes are reported in the governmental fund that financed the acquisition or
construction. The capital assets so acquired are reported at cost in the
government-wide statement of net assets but are not reported in the governmental
fund financial statements. Donated capital assets are recorded at fair value at the
date of donation. Capita assets are defined by the School as those costing more
than $750. Such assets are recorded at historical cost or estimated historical cost
if purchased or constructed.

Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Description Estimated Lives
Furniture, Fixtures and Equipment 3-5 years
Buildings 10-20 years
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BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A Charter School and Component Unit of the District School Board of Polk County, Florida

NOTESTO FINANCIAL STATEMENTS
June 30, 2009

Current-year information relative to changes in capital assets is described in a
subsequent note.

» Compensated Absences

Compensated absences (i.e. paid absences for employee vacation and sick leave)
are recorded as an expenditure in governmenta funds when leave is used or when
accrued as payable to employees entitled to cash payment in lieu of taking leave.
In the government-wide financial statements, compensated absences are recorded
as an expense when earned by the employees. The liability for compensated
absences is classified as current in the government-wide financial statements
because the amount of vacation and sick time to be used after the following year
cannot be reasonably estimated.

> Long-term Debt

Long-term obligations that will be financed by resources to be received in the
future by the general fund are reported in the government-wide financial
statements, not in the general fund. Current-year information relative to changes
in long-term debt is described in subsequent notes.

> Revenue Sour ces

Revenues for current operations are received primarily from the District pursuant
to the funding provisions included in the School’s charter. As such, the School’s
revenue stream is largely dependent upon the general state of the economy and
the amounts allotted to the Florida Department of Education (FDOE) by the state
legislature. In accordance with the funding provisions of the charter and Section
1002.33(18), Horida Statutes, the School reports the number of full-time
equivalent students and related data to the District.

Under provisions of Section 1011.62, FHorida Statutes, the District reports the
number of full-time equivalent students and related data to the FDOE for funding
through the Forida Education Finance Program (FEFP). Funding for the School
is adjusted during the year to reflect the revised calculations by the FDOE under
the FEFP and the actual weighted full-time equivalent (FTE) students reported by
the School during designated full-time equivalent student survey periods. The
Department may also adjust subsequent fiscal period 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 the adjustments are made. The District receives a 5%
administrative fee from the School, which is reflected in the accompanying
statement of activities and statement of revenues, expenditures and change in fund
bal ances — governmental funds.

The basic amount of funding through the FEFP under Section 1011.62 is the
product of the (1) unweighted FTE, multiplied by (2) the cost factor for each
program, multiplied by (3) the base student alocation established by the
legislature. Additional funds for exceptional students who have a matrix of

-18-



BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A Charter School and Component Unit of the District School Board of Polk County, Florida

NOTESTO FINANCIAL STATEMENTS
June 30, 2009

services are provided through the guaranteed allocation designated in Section
1011.62(1)(e)2., Florida Statutes. For the fiscal year ended June 30, 2009, the
School reported 406 unweighted and weighted FTE.

FEFP funding may also be adjusted as a result of subsequent FTE audits
conducted by the Florida Auditor General pursuant to Section 1010.305, FHorida
Statutes, and Rule 6A-1.0453, Florida Administrative Code (FAC). Schools are
required to maintain the following documentation for three years or until the
completion of an FTE audit:

= Attendance and membership documentation (Rule 6A-1.044, FAC).

» Teacher certificates and other certification documentation (Rule 6A-
1.0503, FAC).

= Documentation for instructors teaching out-of-field (Rule 6A-1.0503,
FAC).

» Procedura safeguards for weighted programs (Rule 6A-6.03411, FAC).

= Evauation and planning documents for weighted programs (Section
1010.305, Horida Statutes, and Rule 6A-6.03411, FAC).

The School receives federal or state awards for the enhancement of various
educational programs. This assistance is generaly received based on applications
submitted to and approved by various granting agencies. For federal or state
awards in which a claim to these grant proceeds is based on incurring eligible
expenditures, revenue is recognized to the extent that eigible expenditures have
been incurred.

The School also receives state funds through the District under charter school
capital outlay funding pursuant to Section 1013.62, Florida Statutes. The amounts
received under this program are based on the School’s actua and projected
student enrollment during the fiscal year. Funds received under this program may
only be used for lawful capital outlay expenditures and, as such are reflected as
restricted/reserved fund balance in the accompanying statement of net assets and
bal ance sheet — governmental funds to the extent that they remain unexpended.

The School aso receives funding through donations, fundraising efforts, and local
property tax collections.

The School follows the policy of applying restricted resources prior to applying
unrestricted resources when an expense is incurred for purposes for which both
restricted and unrestricted assets are available.

A schedule of revenue sources for the current year is presented in a subsequent
note.

> lncome T axes

The School is exempt from Federa tax under Section 501(c)(3) of the Internal
Revenue Code. Accordingly, no provision for income taxes has been included in
the accompanying financial statements.
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NOTESTO FINANCIAL STATEMENTS

June 30, 2009

> Useof Estimates

In preparing the financial statements in conformity with generally accepted
accounting principles in the United States (GAAP) management is required to
make estimates and assumptions that affect the reported amounts of assets and
liabilities as of the date of the statement of net assets and affect revenues and
expenditures for the period presented. Actua results could differ significantly

from those estimates.

DUE FROM OTHER AGENCY

Amounts Due From Other Agencies included in the accompanying statement of net
assets and balance sheet — governmental funds consists of amounts due from the Polk
County District School Board for Charter School Capital Outlay funds. This receivable
is considered to be fully collectible and as such, no alowance for uncollectibles is

accrued.

CHANGESIN CAPITAL ASSETS

Changesin capital assets are presented in the table below.

Balance Balance
7/1/2008 Additions Deletions 6/30/2009
GOVERNMENTAL ACTIVITIES
Capital Assets Not Being Depreciated:
Land $ 215,000 $ $ $ 215,000
Construction in Progress 804,943 (804,943) -
Total Capital Assets Not Being Depreciated 1,019,943 (804,943) 215,000
Capital Assets Being Depreciated:
Furniture, Fixtures and Equipment 118,071 26,350 (14,768) 129,653
Buildings 2,377,679 1,657,772 - 4,035,451
Total Capital Assets Being Depreciated 2,495,750 1,684,122 (14,768) 4,165,104
Less Accumulated Depreciation for:
Furniture, Fixtures and Equipment (81,798) (20,770) 14,072 (88,496)
Buildings (297,064) (191,292) - (488,356)
Total Accumulated Depreciation (378,862) (212,062) 14,072 (576,852)
Total Capital Assets Being Depreciated, Net 2,116,888 1,472,060 (696) 3,588,252
Governmental Activities Capital Assets, Net $ 3,136,831 $ 1,472,060 $ (805,639) 3,803,252

Depreciation expense was charged to functions as follows:

Governmentd Activities Amount
Instruction $ 166,402
School Administration 45,660

Total Depreciaion Expense $ 212,062
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CAPITAL LEASE OBLIGATIONS

The school has entered into afive year agreement for two portables which is classified as
a capital lease. The economic substance of the lease is that the School is financing the
acquisition of the assets through the lease and, accordingly, it is recorded in the School’s
statement of net assets. Terms of the lease require the School to make monthly
payments of $2,445 through August 2012. The lease agreement contains a bargain
purchase option at the end of the |ease term.

The net asset value of the leased buildingsis $115,203 at June 30, 2009.

Future minimum capital lease payments and the present value of the minimum lease
payments as of June 30 are as follows:

Fisca Yea Ending June 30: Totd Principd Interest
2010 29,340 2419 6,921
2011 29,340 24,873 4467
2012 29,340 27,499 1,841
2013 2,445 2,423 22

Tota Minimum Lease Payments _$90465 $77,214 $13251

Interest paid on the capital |ease during the year ended June 30, 2009 totaled $9,108.

NOTESPAYABLE

Notes payable includes monies advanced from a charter school in Polk County to assist
with the construction of the new facility. The note bears interest at an annual rate of
2.70%, is secured by land, and is payable in equal monthly payments of principal and
interest through June 2015. The balance of this note as of June 30, 2009 was $158,007.

During fiscal 2006, the School completed construction of its facility and obtained a loan
with atotal principal balance of $1,275,000. This note was amended in 2007 to increase
itstotal principa balance to $1,705,862. Of this amount, $1,620,569 of the balance bears
interest at 6.56% for the life of the loan and matures January 31, 2027. The remaining
$85,293 of the loan bears interest at 8.375% for the life of the loan and matures on
January 31, 2017. The note is secured by land and building and is payable in equal
monthly payments of principal and interest through maturity. The balance of this note as
of June 30, 2009 was $1,602,633.

During fiscal 2008, the School entered into a loan for the construction of an additional
facility. In December 2008 the loan was converted to a mortgage with a total principal
balance of $1,644,000. Of this amount, $1,561,800 of the balance bears interest at 6.97%
for the life of the loan and matures December 31, 2033. The remaining $82,200 of the
loan bears interest at 6% for the life of the loan and matures on December 31, 2018. The
mortgage is secured by land and the new facility and is payable in equal monthly
payments of principal and interest through maturity. The balance of this mortgage note
as of June 30, 2009 was $1,633,407.
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Annual requirements to amortize al notes outstanding as of June 30, 2009, are as

follows:

Fiscal Y ear Total Principal Interest
Ending June 30:

2010 $ 325,101 $ 99,803 $ 225,298
2011 325,101 105,725 219,376
2012 325,102 111,768 213,334
2013 325,102 118,691 206,411
2014 325,101 125,890 199,211
2015-2019 1,610,142 745,182 864,960
2020-2024 1,406,752 804,763 601,989
2025-2029 1,021,817 760,364 261,453
2030-2034 612,843 521,861 90,982
T otal $ 6,277,061 $ 3,394,047 $ 2,883,014

Interest paid on notes payabl e during the year ended June 30, 2009 totaled $199,223.

6. CHANGESIN LONG-TERM LIABILITIES
Thefollowing is a summary of changesin long-term liabilities:

Balance Balance Duein
7/1/2008 Additions Deductions 6/30/2009 One Year
GOVERNMENTAL ACTIVITIES:
Capital Lease Obligations $ 97,446 $ - $(20232) $ 77,214 $ 22,419
Notes Payable 2,619,874 854,902 (80,729) 3,394,047 99,803
Total Governmental Activities $ 2,717,320 $ 854,902 $(100,961) $3,471,261 $ 122,222

7. INTERFUND RECEIVABLESPAYABLES

At June 30, 2009, the School’s Capital Projects Fund owed the General fund $25,015,
for expenditures paid awaiting the reimbursement under the Charter School Capital
Outlay program from the District. A “due from” and “due to” in this amount was
reported in the statement of revenues, expenditures, and changes in fund balance —
governmental funds. These amounts are netted together and not reported in the
statement of net assets.

8. BOARD DESIGNATED NET ASSETSFUND BALANCE

Designations of governmental fund balances are not legally required segregations but are
segregated by the School’ s Board for specific purposes. As of June 30, 2009, the amount
shown as Unrestricted — Board Designated Net Assets in the statement of net assets and
Unreserved — Board Designated Fund Balance in the balance sheet — governmental funds
represents moneys designated for payment of notes payable.
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9. SCHEDULE OF FEDERAL, STATE & LOCAL REVENUE SOURCES

The following is a schedule of the School’s Federa, State and local revenue for the
2008-09 fiscal year:

Source Amount
FEDERAL:
Through the Polk County School District:
IDEA grant $ 37,332
Total Federd 37,332
STATE:
Florida Education Finance Program 1,555,397
Categorica Educational Programs:
Class Size Reduction 359,920
Transportation 122,739
Supplementary Academic Instruction 106,644
Discretionary Tax Equalization Funds 60,887
Instructiona Materials 37,810
Discretionary Lottery Funds 9,263
Capital Outlay 248,794
ESE Guaranteed Allocation 59,387
School Recognition 27,328
Excdlent Teaching Program 14,650
Florida Teachers' Lead Program 5,138
Total State Revenue 2,607,957
LOCAL:
Discretionary Millage 107,502
Total Local Revenue 107,502
Total State and Locd Revenue $2,715,459

As provided in the charter school contract, the District has charged the School an
administrative fee equal to 5% of total funding or $120,977 which is reflected as a
school administration expense/expenditure in the accompanying statement of activities
and statement of revenues, expenditures and changes in fund balances — governmental
funds.

Accounting policies relating to certain State revenue sources are described in Note 1.

10. RISK MANAGEMENT PROGRAM

Workers' compensation, health and hospitalization, genera liability, professional
liability and property insurance coverage is being provided through purchased
commercial insurance with minimum deductibles for each line of coverage. Settled
claims resulting from these risks have not exceeded commercia coverage.
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11. COMMITMENTSAND CONTINGENT LIABILITIES

The School participates in state and federal grant programs, which are governed by
various rules and regulations of the grantor agencies. Costs charged to the respective
grant programs are subject to audit and adjustment by the grantor agencies, therefore, to
the extent that the School has not complied with the rules and regulations governing the
grants, refunds of any money received may be required and the collectibility of any

related receivables at June 30, 2009, may be impaired.

In the opinion of the School, there are no significant liabilities relating to compliance
with the rules and regulations governing the respective grants; therefore, no provision

has been recorded in the accompanying financial statements for such contingencies.

12. LEGAL MATTERS

In the normal course of conducting its operations, the School occasionally becomes party
to various legal actions and proceedings. The School has legal actions and proceedings
in progress involving the construction of the multi-purpose school building completed
during the current fiscal year. In relation to the disputes the School has accrued a
liability of $34,224 in anticipation of the ultimate resolutions of the disputes. In the
opinion of management, the ultimate resolutions of these legal matters will not have a

significant adverse effect on the accompanying financial statements.

13. RETIREMENT PROGRAM
Defined Benefit Plan

All regular School employees are covered by the Florida Retirement System (FRS). The
FRS is primarily a State-administered, cost-sharing, multiple-employer, defined benefit
retirement plan (Plan). Plan provisions are established by Chapters 121 and 122, Florida
Statutes; Chapter 112, Part 1V, Florida Statutes, Chapter 238, Horida Statues; and
Florida Retirement System Rules, Chapter 60S, Forida Administrative Code, wherein
eligibility, contributions and benefits are defined and described in detail. Essentialy all
regular employees of participating employers are eligible and must enroll as members of
the FRS. Benefits in the Plan vest at six years of service. The Plan aso includes an
early retirement provision, but imposes a penalty for each year a member retires before
the specified retirement age. The Plan provides retirement, disability and death benefits
and annual cost-of-living adjustments, as well as supplements for certain employees to

cover social security benefits lost by virtue of retirement system membership.

A Defared Retirement Option Program (DROP) subject to provisions of Section
121.091, Horida Statutes, permits employees eligible for normal retirement under the
Plan to defer receipt of monthly benefit payments while continuing employment with a
FRS employer. An employee may participate in the DROP for a period not to exceed 60
months after electing to participate. During the period of DROP participation, deferred

monthly benefits are held in the FRS Trust and accrue interest.
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Funding Policy

The contribution rates for members are established, and may be amended, by the State of

Florida. During the 2009 fiscal year, contribution rates were as follows:

Percent of Gross Salary

Classor Plan Employee Employer (A)
Florida Retirement System, Regul ar 0% 9.85%
Florida Retirement System, Reemployed Retiree (B) (B)

(A) Employer ratesinclude 1.11% for the post-employment health insurance supplement
and 0.05% for administrative costs of the Public Employee optional Retirement

Program.

(B) Contributions rates are dependent upon the retirement class in which reempl oyed.

The School’s liability for participation in the Plan is limited to the payment of the
required contribution at the rates and frequencies established by law on future payrolls of
the School. The School’s contribution to the Plan for the year ended June 30, 2009

amounted to $125,386, which was equal to the required contributions for the fiscal year.
Defined Contribution Plan

Effective July 1, 2002, the Public Employee Optional Retirement Program (PEORP) was
implemented as a defined contribution plan aternative available to all FRS members in
lieu of the defined benefit plan. Employer contributions are defined by law, but the
ultimate benefit depends in part on the performance of investment funds. The PERORP
is funded by employer contributions that are based on salary and membership class (i.e.:
regular, reemployed retiree, etc.). Contributions are directed to individual member
accounts, and the individua members allocate contributions and account balances
among various approved investment choices. The School had no PEORP participants

during fiscal 20009.

Pension Reporting

The financia statements and other supplemental information of the FRS are included in
the comprehensive annual financial report of the State of Forida, which may be obtained
by contacting the Florida Department of Financial Services in Tallahassee, Florida
Also, an annual report on the FRS, which includes its financial statements, required
supplemental information, actuarial report and other relevant information, may be

obtained from the State of Florida, Division of Retirement in Tallahassee, Florida.

14. FUNDING AND CREDIT RISK CONCENTRATIONS

The School receives substantially all of its support and revenue from federal, state and
local funding sources, passed through the District, in the form of performance and
budget based contracts. Continuing operation of the School is greatly dependent upon

the continued support of these governmental agencies.
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BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF THE
DISTRICT SCHOOL BOARD OF POLK COUNTY, FLORIDA

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND - (UNAUDITED)
For the Fiscal Year Ended June 30, 2009

Revenues:
Intergovernmental:
State and Local
Contributions and Other Revenue

Total Revenues

Expenditures:
Current - Education:
Instruction
Pupil Personnel Services
Instructional Staff Training
Board of Education
School Administration
Facilities Acquisition & Construction
Fiscal Services
Food Services
Central Services
Pupil Transportation
Operation of Plant
Fixed Capital Outlay:
Other Capital Outlay
Total Expenditures
Excess (Deficiency) of Revenues Over
Expenditures

Other Financing Sources (Uses):
Transfers Out

Total Other Financing Sources (Uses)

Net Change in Fund Balance
Fund Balance, July 1, 2008
Fund Balance, June 30, 2009

General Fund

Actual Variance with
Original Final Final Budget -

Budget Budget Positive

(Negative)

$ 2,418,398 $ 2,466,665 $ 2,466,665 $ -
110,428 111,944 112,851 907
2,528,826 2,578,609 2,579,516 907
1,513,370 1,482,061 1,417,223 64,838
219,900 203,398 201,160 2,238
10,500 10,500 3,299 7,201
30,000 30,000 21,630 8,370
366,401 384,083 370,181 13,902
30,000 2,660 2,581 79
55,571 56,018 55,714 304

- 800 800 -
7,500 10,000 8,686 1,314
103,028 117,549 117,449 100
164,200 158,556 138,304 20,252
25,000 24,350 650
2,500,470 2,480,625 2,361,377 119,248
28,356 97,984 218,139 120,155
(75,000) (75,000) (58,425) 16,575
(75,000) (75,000) (58,425) 16,575
(46,644) 22,984 159,714 136,730
410,559 577,783 613,047 35,264
$ 363,915 $ 600,767 $ 772,761 $ 171,994

See Independent Auditor's Report.
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Independent Auditor's Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Perfor med
in Accordance with Government Auditing Standards

To the Board of Directors Berkley Accelerated Middle Schoal, Inc.,
a Charter School and Component Unit of the
District School Board of Polk County, Florida

We have audited the basic financial statements of the Berkley Accelerated Middle School, Inc.
(*Schoal™), a charter school and component unit of the District School Board of Polk County,
Florida, as of and for the fiscal year ended June 30, 2009, and have issued our report thereon
included under the heading I ndependent Auditor's Report on Basic Financial Statements and
Required Supplementary Information. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financia audits contained in Government Auditing Standards issued by the Comptroller General
of the United States.

I nternal Control Over Financial Reporting

In planning and performing our audit of the School’s financial statements for the fiscal year
ended June 30, 2009, we considered the School’s interna control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the
financia 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 financia reporting.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on atimely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’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 entity’s
financia statements that is more than inconsequential will not be prevented or detected by the
entity’ sinterna control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financia statements
will not be prevented or detected by the entity’ sinternal control.

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

As part of obtaining reasonable assurance about whether the 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, and other guidelines, noncompliance with
which could have a direct and material effect on the determination of financia 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 that are required to be reported under Government
Auditing Standards.

This report isintended for the information and use of the School and its management, the District
School Board of Polk County, Horida, the Forida Department of Education, the Forida Auditor
General, and other granting agencies and is not intended to be and should not be used by anyone
other than these specific parties.

Respectfully submitted,

\(W?I.Q, WGMM,, CFAS

August 14, 2009
Lutz, Florida
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Management L etter as Required by Rules of the Florida Auditor General,
Chapter 10.850, Florida Statutes, Charter School Audits

To the Board of Directors Berkley Accelerated Middle Schoal, Inc.,
a Charter School and Component Unit of the
District School Board of Polk County, Florida

We have audited the basic financial statements of the Berkley Accelerated Middle School, Inc.
(“School”), a charter school and component unit of the District School Board of Polk County,
Florida, as of and for the fiscal year ended June 30, 2009, and have issued our report thereon
dated August 14, 2009.

We have issued our independent auditor's report on compliance and on internal control over
financia reporting based on an audit of the financial statements performed in accordance with
Government Auditing Standards dated August 14, 2009. Disclosures in that report, if any,
should be considered in conjunction with this management letter.

We conducted our audit in accordance with generaly accepted auditing standards and
Government Auditing Standards issued by the Comptroller General of the United States. In
addition, our audit was conducted in accordance with 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 require certain items be addressed in this | etter.

The Rules of the Auditor General (Section 10.854(1)(e)l.), require that we comment as to
whether corrective actions have been taken to address significant findings and recommendations
made in the preceding annual financia audit report. The School has taken the appropriate
corrective action to correct the finding in the prior audit.

The Rules of the Auditor General (Section 10.854(1)(e)2.), require that we make a statement as
to whether the School has met one or more of the conditions described in Section 218.503(1),
Florida Statutes regarding financial emergency. We applied financia condition assessment
procedures pursuant to Rules of the Auditor General (Section 10.855(10). The School has not
met any of the conditions of the referenced statute and is not in a state of financial emergency.

Pursuant to Sections 10.854(1)(3)7.a. and 10.855(10), Rules of the Auditor General, we applied
financial condition assessment procedures. It is management’s responsibility to monitor the
School’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.

The Rules of the Auditor General (Section 10.854(1)(e)3.), requires that we address in the
management letter any recommendations to improve financial management. In connection with
our audit, we did not have any such recommendations.
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The Rules of the Auditor General (Section 10.854(1)(e)4,5.), require disclosure in the
management letter of matters that are not clearly inconsequentia considering both quantitative
and qualitative factors which include the following:

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

e Improper expenditures discovered within the scope of the financial audit which may or
may not materially affect the financial statements.

e Control deficiencies that are not significant deficiencies, including, but not limited to: (1)
improper or inadequate accounting procedures (e.g., the omission of required disclosures
from the annua financial statements); (2) failures to properly record financial
transactions, and (3) inaccuracies, shortages, defacations, and instances of fraud
discovered by, or that come to the attention of, the auditor.

Our audit disclosed no matters required to be disclosed by this Rule.

The Rules of the Auditor General (Section 10.854(1)(e)6.), require we disclose the name or
official title of the school or center. The school’s official name is Berkley Accelerated Middle
Schoal, Inc.

This letter isintended for the information and use of the School and its management, the District
School Board of Polk County, Florida, the Florida Department of Education, the Florida Auditor

General, and other granting agencies and is not intended to be and should not be used by anyone
other than these specific parties.

Respectfully submitted,

\(W?I.Q, WGMM,, CFAS

August 14, 2009
Lutz, Florida
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BERKLEY ACCELERATED MIDDLE SCHOOL, INC.
A Charter School and Component Unit of the District School Board of Polk County, Florida

MANAGEMENT’SRESPONSE TO AUDIT FINDINGS
Year Ended June 30, 2009
The following is the School’ s response to the item in the Management L etter dated August 14,
2009, as required by Rule 10.857, Rules of the Auditor General:

No response required.
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