








H LB GRAVIER, LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

Board of Directors
Somerset Academy at Silver Palms
Miami, Florida

We have audited the accompanying basic financial statements of the governmental
activities and each major fund of Somerset Academy at Silver Palms (the “School”), a
charter school under Somerset Academy, Inc., a component unit of the District School
Board of Miami-Dade County, as of, and for the year ended June 30, 2010, which
collectively comprises the School’s basic financial statements as listed in the table of
contents. These basic financial statements are the responsibility of the School's
management. Our responsibility is to express an opinion on these basic financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. 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 the significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

As described in Note 1, the accompanying financial statements referred to above present
only the financial position of Somerset Academy at Silver Palms at June 30, 2010, and
the respective changes in financial position for the year then ended, and is not intended to
be a complete presentation of Somerset Academy, Inc.

In our opinion, the basic financial statements referred to above present fairly, in all
material respects, the financial position of the governmental activities and each major
fund of Somerset Academy at Silver Palms, as of June 30, 2010, 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.
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In accordance with Government Auditing Standards, we have also issued our report dated
August 30, 2010, on our consideration of the School's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, 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. :

The management’s discussion and analysis and the budgetary comparison information on
pages 4 through 8 and 24 through 25, respectively, are not a required part of the basic
financial statements but are supplemental information required by accounting principles
generally accepted in the United States of America. -We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial
statements that collectively comprise Somerset Academy at Silver Palms basic financial
statements. The accompanying schedule of expenditures of federal awards, as required
by the U.S. Office of Management and Budget Circular A-133, Audits of State, Local
Governments, and Non-Profit Organizations are presented for additional analysis and are
not a required part of the basic financial statements. Such information has been subjected
to. the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

HE Drawin, LLP

CERTIFIED PUBLIC ACCOUNTANTS

Coral Gables, Florida
August 30, 2010











































































HLB GRAVIER, LLP
CERTIFIED PUBLIC ACCOUNTANTS

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

Board of Directors of
Somerset Academy at Silver Palms
Miami, Florida

We have audited the financial statements of Somerset Academy at Silver Palms (the “School”) as
of, and for the year ended June 30, 2010, and have issued our report thereon dated August 30,
2010. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audits, 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.

A control deficiency exists when the design or operation of a control does not allow management
‘or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects 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.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by 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 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, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards and
which are described in the accompanying schedule of findings and questioned costs as items

2010-1.

This report is intended solely for the information and use of management, the audit committee,
the Auditor General of the State of Florida and the School Board of Miami-Dade County and is
not intended to be and should not be used by anyone other than these specified parties.

HE B, P

CERTIFIED PUBLIC ACCOUNTANTS

~ Coral Gables, Florida
August 30,2010
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H LB GRAVIER, LLP

CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND
INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors of
Somerset Academy at Silver Palms
Miami, Florida

Compliance
We have audited the -compliance of Somerset Academy at Silver Palms with the types of

compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs
for the year ended June 30, 2010. Somerset Academy at Silver Palms major federal program are
identified in the summary of auditor’s results section of the accompanying schedule of findings
and questioned costs. Compliance with the requirements of laws, regulations; contracts, and
grants applicable to each of its major federal programs is the responsibility of Somerset
Academy at Silver Palms management. Our responsibility is to express an opinion on Somerset
Academy at Silver Palms compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States; OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133, require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Somerset Academy at
Silver Palms compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis
for our opinion. Our audit does not provide a legal determination on Somerset Academy at
Silver Palms compliance with those requirements.

In our opinion, Somerset Academy at Silver Palms complied, in all material respects, with the |
requirements referred to above that are applicable to each of its major federal programs for the
year ended June 30, 2010.
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Internal Control Over Compliance _

The management of Somerset Academy at Silver Palms is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered Somerset Academy at Silver Palms internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance, but
not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of Somerset
Academy at Silver Palms internal control over compliance.

Our consideration of the internal control over compliance was for the limited purpose described
in the preceding paragraph and would not necessarily identify all deficiencies in the entity’s
internal controls that might be significant deficiencies or material weaknesses as defined below.
We did not identify any deficiencies in internal control over compliance that we consider to be
significant deficiencies or material weaknesses, as defined below.

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
noncompliance with a type of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the organization’s ability to administer a federal program such that there is
more than a remote likelihood that a noncompliance with a type of compliance requirement of a
federal program that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the organization’s internal

control. :

This report is intended solely for the information and use of the Board of Directors, management,
federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

WE L 1
CERTIFIED PUBLIC ACCOUNTANTS

Coral Gables, Florida , )
August 30, 2010
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Somerset Academy at Silver Palms

Schedule of Findings and Questioned Costs -
Federal Awards Programs

For the Year Ended June 30, 2010

SECTION I - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued: Unqualified

Internal control over financial reporting:
o Material weakness(es) identified? ___yes

e Significant deficiencies identified that are

X

no

not considered to be material weaknesses? yes X _mnone reported

Noncompliance  material to  financial X __yes
statements noted?

Federal Awards
Internal control over major programs:
e Material weakness(es) identified? yes

e Significant deficiencies identified that are -

X

no

no

not considered to be material weaknesses? yes X __none reported

Type of auditor’s report issued on compliance

for major program: Ungqualified

Any audit findings disclosed that are required to be

reported in accordance with Section 510(a) of OMB

Circular A-133? X _yes
Identification of major programs:

Name of Federal Program or Cluster CFDA Number(s)
National School Lunch Program 10.555

Dollar threshold used to distinguish between type
A and type B projects. § 300,000

Auditee qualified as low-risk auditee? yes

31

no

Expenditures

$309,752

X no



Somerset Academy at Silver Palms

Schedule of Findings and Questioned Costs -
Federal Awards Programs

For the Year Ended June 30, 2010

SECTION II - FINANCIAL STATEMENT FINDINGS

2010-1 — INTERNAL ACCOUNT CONTROLS

Criteria: The School’s internal account activity is subject to policies and procedures

established by the sponsoring district.

Condition:  Our testing disclosed the following matters:

o

Check requisition forms for payments made from the internal account were found with the
signature of the treasurer only with no approval or (apparent) notification of the principal.
There was a practice of holding on to cash collected from various activities and maintaining a
‘petty cash’ on hand that was used to reimburse teachers that had purchased supplies for the
students. No accurate records were maintained for these reimbursements.

Blank checks were given to personnel at the school for the purpose of purchasing school
items. They would then bring receipts back to the treasurer after purchasing.

Parents made donations to the school. Accurate record of these donations was not maintained.
No accounting software was used to record transaction and balance accounts. Transactions
were kept in manual spreadsheets and were not reconciled to bank statements.

Documentation for purchases was not properly maintained.

Context: Failure to control activity in the internal account increases the risk of

misstating liabilities due to programs, clubs, and deposits for textbooks.
In addition, it increases the risk of unauthorized use of fundraising
proceeds and increases the risk of fraud such as misuse of funds or theft.

Effect: Although the activity in the internal account is not considered material to

the financial statements taken as a whole, the current amount reflected in
the internal accounts may not be fairly stated in the financial statements.

Cause: The condition results from the lack of training and lack of adequate

supervision. The school’s treasurer and principal that were present during
the time of the violation are no longer with the school.

Recom-
mendation:  Management should work to replace the treasurer with a qualified and

trained individual. :

Management Management replaced the treasurer with an individual that has extensive

experience maintaining internal accounts.

Response:
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Somerset Academy at Silver Palms
Schedule of Findings and Questioned Costs -
Federal Awards Programs

For the Year Ended June 30, 2010

SECTION III — FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARDS
PROGRAMS

None
SECTION IV - OTHER ISSUES
1. We have issued a management letter dated August 30, 2010.

2. No Summary Schedule of Prior Audit Findings is required because there were no
single audit performed in the prior audit.

3. No Corrective Action Plan is required because there were no findings required to be
reported under the Federal Single Audit Act.
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H LB GRAVIER, LLP

CERTIFIED PUBLIC ACCOUNTANTS

MANAGEMENT LETTER

Board of Directors of
Somerset Academy at Silver Palms
Miami, Florida

We have audited the accompanying basic financial statements of Somerset Academy at Silver
Palms as of and for the year ended June 30, 2010 and have issued our report thereon dated
August 30, 2010.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. We have issued our
Independent Auditors’ Report on Internal Control over Financial Reporting and Compliance and
Other Matters. Disclosure in those reports, which are dated August 30, 2010, should be
considered in conjunction with this management letter.

Additionally, our audit was conducted in accordance with Chapter 10.850, Rules of the Auditor
General, which govern the conduct of charter school audits performed in the State of Florida.
This letter includes the following information, which is not included in the aforementioned
auditor’s report or schedule:

1. Section 10.854(1)(e)1., Rules of the Auditor General, requires that we determine whether
or not corrective actions have been taken to address findings and recommendations made
in the preceding annual financial audit report. '

There were no findings and recommendations made in the preceding annual financial
audit report.

2. Section 10.854(1)(e)3., Rules of the Auditor General, requires that we address in the
management letter any recommendations to improve financial management.

ML 10-01 - DISBURSEMENTS FOR FOOD SERVICE

Observation
During our testing of disbursement for the food service operations, it was noted that
purchase order are not utilized.

Recommendation
While it was noted that all invoices were properly approved for payment once received,
the use of purchase order ensures that purchases are authorized and necessary.
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ML 10-2 - SCHOOL LUNCH VERIFICATION

Observation

In testing the school’s process for school lunch verification, we noted an instance
whereby the parent was not responsive to the information request letter sent by the
school. The parent was ultimately contacted via telephone and the student was changed
to paid status. The communication with the parent was not properly documented in the
back of the free or reduced lunch application, as required.

Recommendation
Management should ensure that school lunch personnel are adequately trained in school
lunch verification procedures.

ML 10-03 - SCHOOL LUNCH APPLIACATIOON APPROVAL

Observation
Family applications for free or reduced lunch should be adequately reviewed and
approved by appropriate officials. In order to ensure the accuracy of determination (Free,
Reduced or Denied), the applications should be reviewed and signed by a determining
official and a confirming official. The majority of applications tested were signed by only
one official.

Recommendation

Our testing did not disclose any instances whereby an incorrect determination of
eligibility status (free, reduced) was made. However, the Free and Reduced Price School
Meals Family Application provides a space for a determining official’s signature and a
confirming official’s signature. We recommend that management implement a consistent
review process of applications to ensure that all applications are properly reviewed and
signed off.

Section 10.854(1)(e)4., Rules of the Auditor General, requires 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 financial statements that is less than
material but more than inconsequential.

Section 10.854(1)(e)5., Rules of the Auditor General, provides that the auditor may,
based on professional judgment, report the following matters that are inconsequential to
the determination of financial statement accounts, considering both quantitative and
qualitative factors: (1) violations of laws, regulations, contracts or grant agreements, or
abuse that have occurred, or are likely to have occurred, and (2) control deficiencies that
are not significant deficiencies, including, but not limited to; (a) improper or inadequate
accounting procedures (e.g., the omission of required disclosures from the annual
financial statements); (b) failures to properly record financial transactions; and (c)
inaccuracies, shortages, defalcations, and instances of fraud discovered by, or that come
to the attention of, the auditor.
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5. Section 10854.(1)(e)6., Rules of the Auditor General, requires the name or official title of
the school.

" The official title of the school is disclosed in the accompanying financial statements.

6. Section 10.854(1)(e)2., Rules of the Auditor General, requires a statement be included as
to whether or not the school has met one or more of the conditions described in Section
218.503(1), Florida Statutes, and identification of the specific condition(s) met.

In connection with our audit, no such conditions were noted.

7. 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 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.

We have applied such procedures and no deteriorating financial condition has been noted.

Pursuant to Chapter 119, Florida Statutes, this management letter is a public record and its
distribution is not limited. Auditing standards generally accepted in the United States of
America require us to indicate that this letter is intended solely for the information and use of
management, the audit committee, the Auditor General of the State of Florida and the School
Board of Miami-Dade County, and is not intended to be and should not be used by anyone other

than these specified parties.

CERTIFIED PUBLIC ACCOUNTANTS

Coral Gables, Florida
August 30, 2010
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Somerset Academy at Silver Palms
August 31, 2010

HLB Gravier, LLP
201 Alhambra Circle, Suite 901
Coral Gables, FL 33134

RE: MANAGEMENT’S RESPONSES TO AUDITOR’S RECOMMENDATION

The following is the response by the School’s Board of Directors to your
recommendations: .

ML 10-01 Recommendation —
While it was noted that all invoices were properly approved for payment once received,
the use of purchase order ensures that purchases are authorized and necessary.

Management Response
Management will follow the auditor’s recommendation and utilize purchase orders.

ML 10-02 Recommendation —
Management should ensure that school lunch personnel are adequately trained in school

lunch verification procedures.

Management Response
Management will follow the auditor’s recommendation and ensure proper training for all

lunch personnel.

ML 10-03 Recommendation — :

Our testing did not disclose any instances whereby an incorrect determination of
eligibility status (free, reduced) was made. However, the Free and Reduced Price School
Meals Family Application provides a space for determining official’s signature and a
confirming official’s signature. We recommend that management implement a consistent
review process of applications to ensure that all applications are properly reviewed and

signed off.

e confirming official does not need to sign the lunch
ermined. Management has and will continue to adhere to NSLP




