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DISCOVERY MIDDLE CHARTER SCHOOL, INC. 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

JUNE 30, 2011 
 
 
My discussion and analysis of  Discovery Middle Charter School, Inc.’s (“the School”) financial 
program provides an overview of the School’s financial activities for the year ended June 30, 
2011. 
 
Because the information contained in this discussion is intended to highlight significant 
transactions, it should be read in conjunction with the School’s financial statements which begin 
on page 7. 
 
For financial statement purposes the School is considered a component unit of The School Board 
of Broward County which is a primary government entity for financial reporting.  The School has 
included separate statements for the Governmental Fund Balance Sheet and the statement of 
Revenue, Expenditures and Changes in Fund Balance. The Statement of Net Assets and the 
Statement of  Activities Report  provide information on the activities of the School.  The Fund 
Financial Statements reflect financing activities of the School by providing information on 
inflows and outflows of spendable resources. 
 
NON FINANCIAL HIGHLIGHTS 
 
The School’s daily enrollment for fiscal year ended June 30, 2011 was approximately 94 students.    
The School expects to have an enrollment of 100 students for the school year 2011-2012.  
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
Government-wide Financial Statements 
 
The government-wide financial statements are designed to provide readers with a broad overview 
of the School’s financial position.  Included in these statements are all assets and liabilities using 
the accrual basis of accounting.  All of the current year’s revenues and expenses are recorded 
when received. 
 
The Statement of Net Assets presents information on all of the School’s assets and liabilities, 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 the School is improving 
or deteriorating. 
 
The Statement of Activities presents information showing how the government’s net assets 
changed during the most recent fiscal year.  All changes in net assets are reported when the 
underlying event giving rise to the change occurs, regardless of the timing of the related cash 
flows. 
 
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. 
 
 

3 
 



DISCOVERY MIDDLE CHARTER SCHOOL, INC. 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

JUNE 30, 2011 
 
OVERVIEW OF THE FINANCIAL STATEMENTS (Cont’d.) 
 
Fund Financial Statements (Cont’d.) 
 
Governmental Funds – All of the School’s basic services are reported in governmental funds, 
which focus on how money flows into and out of those funds and the balances left at year-end 
that are available for spending.  These funds are reported using an accounting method called 
modified accrual accounting, which measures cash and all other financial assets that can readily 
be converted to cash.  The governmental fund statements provide a detailed short-term view of 
the School’s governmental activities and the basic services it provides. 
 
Notes to the Financial Statements 
 
The Notes to the Financial Statements provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.  The 
Notes to the Financial Statements can be found on Pages 12-16 of this report. 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
As noted earlier, net assets may serve over time as a useful indicator of the School’s financial 
position.  The School’s assets exceeded liabilities by $138,516 at June 30, 2011. 
   

 
NET ASSETS 

                                                                                   
                                                                           JUNE 30,2011                 JUNE 30, 2010                                                        

 
 
 
Revenues from governmental activities totaled $744,843 for the year ended June 30, 2011. The 
main source of revenue is from Florida Education Finance Program (FEFP). This revenue 
represented approximately 77.1% of total revenue. 
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Current and Other Assets 
Current and other Assets 

 $ 160,550  $ 94,063 
 Capital Assets    2,234   2,702  
     Total Assets  $ 162,784  $ 96,765 
       
Other Liabilities  $

2
24,268  $ 55,639 

      Total Liabilities  $ 24,268  $ 55,639  
       
Investment in Capital Assets  $ 2,234  $ 2,702 
Unrestricted   136,282   38,424 
        Total Net Assets  $ 138,516  $ 41,126 



DISCOVERY MIDDLE CHARTER SCHOOL, INC. 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

JUNE 30, 2011 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS (Cont’d.) 
 
                                                                                                                                          
                                                                                    % of Total                                    % of Total            
                  Revenue Source                    6/30/11           6/30/11                  6/30/10             6/30/10                   
 

State Sources $ 655,054  83.7  $ 639,710  86.4 
Federal Sources  89,789  11.5   75,837  10.3 
Local Sources  37,755  4.8   24,263  3.3 
TOTAL $ 782,598  100.0  $ 739,810  100.0 

 

Local revenue sources are primarily food sales.  Increases in levels of expenses for major 
functions of the School are shown in the following table: 
  
                                                                              % of  Total                            % of Total                 
      Expense                                               6/30/11          6/30/11              6/30/10                6/30/10             

Instruction $   282,441  41.2  $ 401,487  57.1 
Instructional Support Services  440  .1    2,900  .4 
Board Services  3,000  .4    6,630  .9 
General Administration  29,884  4.4   31,755  4.5 
School  Administration   42,238  6.2   39,808  5.7 
Fiscal Services  79,637  11.6   76,765  10.9 
Food Services  28,826  4.2   34,539  4.9 
Facilities Acquisition  137,130  20.0   60,546  8.6 
Pupil Transportation  31,698  4.6   14,364  2.3 
Operation  and Maintenance of 
Plant 

  
44,300 

  
6.5 

  
 

 
25,583 

 
 

 
3.6 

Information Services  777  .1    720  .1 
Technology Services  4,369  .6    7,265  1.0 
Depreciation  468  .1    368  - 
TOTAL $ 685,208  100.0  $ 702,730  100.0 

 
BUDGETARY HIGHLIGHTS 
 
Total revenue was greater than budget by $26,000 primarily because capital outlay was under 
budgeted by $21,118.. 
  
School expenditures were less than budgeted by $35,683 primarily because of lower Management 
fees  and Teachers costs.   
 
Total Fund balance of the General Fund was $136,282 at June 30, 2011. 
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DISCOVERY MIDDLE CHARTER SCHOOL, INC. 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

JUNE 30, 2011 
 
 
CAPITAL ASSETS 
 
The School’s investment in capital assets at June 30, 2011 was $2,234 (net of depreciation).  The 
investment includes furniture, fixtures and equipment and leasehold improvements.  The 
following is a summary of capital assets balances at June 30, 2011: 
 

Furniture, Fixtures and Equipment $ 2,989 
Leasehold Improvements  81 
  3,070 
Less Accumulated Depreciation  836 
 $ 2,234 

 
                      
PROSPECTS FOR THE FUTURE 
 
The School continues to receive funds from State sources in the form of Florida Education 
Finance Program Fees (FEFP).  The fees are evaluated in October and February and are based on 
student enrollment. 
 
. The Administration believes that the School will achieve a high rating from the Department  
   of Education. 
 
..  The Administration believes that the School will continue to be successful and contribute to 
    the educational requirements of Broward County.     
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          DISCOVERY MIDDLE CHARTER SCHOOL, INC.
 Governmental Fund Balance Sheet (General Fund) Statement of Net Assets

              June 30, 2010

Governmental Statement of
Funds Adjustments Net Assets

ASSETS

     Cash $116,479 $116,479
     Accounts receivable 19,343 19,343
     Deposits 12,000 12,000
     Prepayments 12,728 12,728
     Capital Assets 2,234 2,234
Total Assets $160,550 $2,234 $162,784

LIABILITIES
     
     Accrued salaries payable $22,379 $22,379
     Note Payable 1,889 1,889
Total Liabilities 24,268 24,268

FUND BALANCE/NET ASSETS

     Undesignated 136,282 (136,282)

Total Liabilities and Fund Balance $160,550

Net Assets
     Investment in capital assets 2,234 2,234
     Unrestricted deficit 136,282 136,282
Total Net Assets $138,516 $138,516

The accompanying notes are an integral part of this statement
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          DISCOVERY MIDDLE CHARTER SCHOOL, INC.
Reconciliation of the Governmental Fund (General Fund)
Balance Sheet To The Statement of Net Assets

June 30, 2011

Fund Balance- Governmental Funds $136,282

     Capital assets used in governmental activities are not
     financial resources and therefore are not reported in the
     governmental funds

          Governmental capital assets $3,070
Less accumulated depreciation (836)

$2,234
     Some expenses reported in the Statement of net Assets
     do not require the use of current financial resources and
     therefore are not reported as expenditures in the
     Governmental Funds

Net Assets of Governmental activities $138,516

The accompanying notes are an integral part of this statement
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          DISCOVERY MIDDLE CHARTER SCHOOL, INC.
Statement of Governmental Fund (General Fund)Revenues,Expenditures and 
                 Changes in Fund Balance/Statement of Activities
                For the Fiscal Year ended June 30, 2011

Governmental Statement of
Funds Adjustments Activities

EXPENSES
     Instruction $282,441 $282,441
     Instructional Support Services 440 440
     Board services 3,000 3,000
     Fiscal services 79,637 79,637
     Pupil Transportation 31,698 31,698
     Operation and Maintenance of Plant 44,300 44,300
     School Adminstration 42,238 42,238
     General Adminstration 29,884 29,884
     Information services 777 777
     Food Services 28,826 28,826
     Facilities Acquisition 137,130 137,130
     Technology services 4,369 4,369
     Depreciation 468 468
     Capital Outlay
TOTAL EXPENSES 684,740 468 685,208

PROGRAM REVENUES
     Florida Education Finance Program (FEFP) 603,218 603,218
     Capital Grants and contributions 42,921 42,921
     Charges for services 36,989 36,989
     Total Program Revenues 683,128 683,128

GENERAL REVENUES
     Other Federal sources 89,789 89,789
     Other state sources 8,915 8,915
     Other Local Sources 766 766
     Total General Revenues 99,470 782,598 99,470

Excess of Revenues over expenses 97,858 (468) 97,390
Fund balance, beginning of Year 38,424 2,702 41,126
Fund balance, end of year $136,282 $2,234 $138,516

The accompanying notes are an integral part of this statement
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          DISCOVERY MIDDLE CHARTER SCHOOL, INC.
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balance
 of Governmental Fund (General Fund) To The
 Statement of Activities

June 30, 2011

Net Changes in Fund Balances- Governmental Funds $97,858

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

Governmental Funds report capital outlays as expenditures.
However, in the Statement of Activities, the cost of those
assets is depreciated over their estimated useful lives.

Expenditures for capital assets
Less current year depreciation (468)

(468)

Change in Net Assets of Governmental Activities $97,390

The accompanying notes are an integral part of this statement
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          DISCOVERY MIDDLE CHARTER SCHOOL, INC.
Statement of Revenues, Expenditures and Changes
In Fund Balance-Budget (GAAP Basis) and Actual
   All Governmental Fund (General Fund) Type
          For the Fiscal Year Ended June 30, 2011

Final
Budget Actual Variance

EXPENDITURES:
     Instruction $296,256 $282,441 (13,815)
     Instructional Support Services 1,607 440 (1,167)
     Board services 6,000 3,000 (3,000)
     Fiscal services 90,789 79,637 (11,152)
     Pupil Transportation 31,605 31,698 93
     Operation and Maintenance of Plant 50,084 44,300 (5,784)
     School Adminstration 40,311 42,238 1,927
     General Adminstration 29,881 29,884 3
     Information services 4,100 777 (3,323)
     Food Services 28,115 28,826 711
     Facilities Acquisition 137,135 137,130 (5)
     Technology services 4,540 4,369 (171)
     Capital Outlay

720,423 684,740 (35,683)
PROGRAM REVENUES:
     Florida Education Finance Program (FEFP) 602,792 603,218 426
     Capital Grants and contributions 21,803 42,921 21,118
     Charges for services 32,850 36,989 4,139
Total Program Revenues 657,445 683,128 25,683

GENERAL REVENUES:
     Other federal sources 90,189 89,789 (400)
     Other state sources 8,915 8,915 0
     Other Local Sources 28 766 738
Total General Revenues 99,132 99,470 338

756,577

Excess of Revenues over expenditures $36,154 97,858

Fund Balance, beginning of year 38,424
Fund Balance, end of year $136,282

The accompanying notes are an integral part of this statement
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DISCOVERY  MIDDLE CHARTER SCHOOL, INC. 

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR 
ENDED JUNE 30, 2011 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Reporting Entity 
 
Discovery Middle charter School, Inc. (“the School”) was established as a nonprofit organization 
in May 2007 under the laws of the State of Florida and is the reporting entity. 
 
The School operates as a Charter School pursuant to a Charter School Contract (“the Contract”) 
with The School Board of Broward County, Florida.  Under the Contract the School provides an  
education to children, from Grades six through eight, who reside in Broward  County, in and 
around the City of Coral Springs. For financial statement purposes the School is considered a 
component unit of The School Board of Broward County which is a primary government entity 
for financial reporting. 
 
The School Board of Broward County received 5% of the Florida Education Finance Program 
(FEFP) revenue as an administrative fee. 
 
The Contract is effective through June 30, 2012.  The Contract requires The School Board to 
provide the School’s primary source of funding based upon the number of full-time equivalent 
students (FTES) registered at the School. 
 
The School’s financial statements are prepared in accordance with generally accepted accounting 
principles (GAAP).  The Government Accounting Standards Board (GASB) is responsible for 
establishing GAAP for school districts through its pronouncements (statements and 
interpretations).  The more significant accounting policies established in GAAP and used by the 
School are discussed below. 
 
Basic Financial Statements 
 
The School’s basic financial statements are the Statements of Net Assets and the Statement of 
Activities.  All the activities of the School are classified as governmental type activities.   There 
are no business type activities of the School.  All of the School’s governmental fund type 
activities are included in the general fund.  There are no other  major or non major funds. In the 
Statement of Net Assets, the governmental activities column is reported on a full accrual, 
economic resource basis, which recognizes all long-term assets and receivables as well as long-
term debt obligations.  The School’s net assets are reported in three parts – invested in capital 
assets, net of related debt; restricted net assets; and unrestricted net assets. 
 
The Statement of Activities reports both the gross and net cost of each of the School’s functions.  
The    functions are also supported by government revenues such as Florida Education Finance 
Program (FEFP), Capital Outlay Funds and Federal Grants.  The Statement of Activities reduces 
gross expenses (including depreciation) by related program revenues, operating and capital grants 
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DISCOVERY MIDDLE CHARTER  SCHOOL, INC. 
NOTES TO FINANCIAL STATEMENTS (Cont’d.) 

FOR THE YEAR ENDED JUNE 30, 2011 
 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.) 
 
Basic Financial Statements (cont’d.) 
 
Program revenues must be directly associated with the function (after care and youth services, 
etc.).  Operating grants include operating-specific and discretionary (either operating or capital) 
grants while the capital grants column reflects capital-specific grants. 
 
Basis of Accounting 
 
Basis of accounting refers to the point at which revenues or expenditures/expenses are recognized 
in the accounting and reported in the financial statements.  It relates to the timing of the 
measurements made regardless of the measurement focus applied. 
 
Accrual 
 
The governmental type activities in the financial statements are presented on the accrual basis of 
accounting.  Revenues are recognized when earned and expenses are recognized when incurred.   
When both restricted and unrestricted resources are available for use, it is the policy of the School 
to use restricted resources first, then unrestricted resources as they are needed. 
 
Measurement Focus  
 
The accounting and financial reporting treatment is determined by applicable measurement focus 
and basis of accounting.  Measurement focus indicates the type of resources being measured such 
as current financial resources (current assets less current liabilities) or economic resources (all 
assets and liabilities). 
 
The Government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting. With this measurement focus, all assets 
and all  liabilities  associated with the operation of  these funds are  included on the balance sheet  
and operating statements present increases (i.e. revenues) and decreases (i.e. expenses) in net 
assets. 
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  With this measurement focus, 
only current assets and current liabilities generally are included on the balance sheet.  Operating 
statements of these funds present increases (i.e. revenues and other financing sources) and 
decreases (i.e. expenditures and other financial uses) in net current assets. 

 
Under the modified accrual basis of accounting, revenues are recognized when they become 
measurable and available to finance expenditures of the fiscal period.  For this purpose, the 
School considers revenues to be available if they are collected within sixty days of the end of the 
current fiscal period.  Expenditures are generally recognized under the modified accrual basis of 
accounting when the related liability is incurred. 
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DISCOVERY MIDDLE CHARTER SCHOOL, INC. 
NOTES TO FINANCIAL STATEMENTS (Cont’d.) 

FOR THE YEAR ENDED JUNE 30, 2011 
 
NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d.) 
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles include the use of estimates that affect the financial statements. Accordingly, actual 
results could differ from those estimates. 

 
Concentration of Credit Risk 
 
Financial instruments that subject the School to concentrations of credit risk include cash.  While 
the School attempts to limit its financial exposure, its deposit balances may at times exceed 
federally insured limits.  The School has not experienced any losses on such balances. 
 
Cash deposits are held at banks qualified as public depositories under Florida law. 
 
Fair Value of Financial Instruments 
 
The School’s financial assets measured at fair value include cash, accounts receivable, deposits 
receivable and prepaid expenses. 
 
Contributed Services and Facilities 
 
The School does not recognize any support, revenue or expense from services contributed by 
individual volunteers since no objective basis is available to measure the value of such services.  
However, a substantial number of volunteers have donated significant amounts of time to the 
School’s program services. 
 
Budgetary Basis of Accounting 
 
Budgets are presented on the modified accrual basis of accounting.  During the fiscal year 
expenditures were controlled at the object level (i.e. salaries, purchased services, and capital 
outlay). 
 
Capital Assets  
 
Capital assets purchased or acquired with an original cost of $1,000 or more are reported at 
historical cost. Contributed assets are reported at fair market value as of the date received. 
Additions, improvements and other capital outlays that significantly extend the useful life of an 
asset are capitalized.  Other costs incurred for repairs and maintenance are expensed as incurred.  
Depreciation on all assets is provided on the straight-line basis over the following estimated 
useful lives: 
                        Furniture, Fixtures and Equipment                        5 Years         
                        Leasehold Improvements                               5-10  Years 
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DISCOVERY MIDDLE CHARTER SCHOOL, INC. 
NOTES TO FINANCIAL STATEMENTS (Cont’d.) 

FOR THE YEAR ENDED JUNE 30, 2011 
 
 
NOTE 2 – CAPITAL ASSETS 
 
 
Capital assets activity for the year ended June 30, 2011 were as follows: 
 
  Balance  

Beginning 
  

Additions 
  

Disposals 
 Balance 

Ending 
         
Furniture. Fixtures and 
 Equipment 

 
$ 

 
2,989 

 
$ 

 
- 

 
$ 

 
- 

 
$ 

 
2,989 

Leasehold Improvements  81  -   -   81 
  3,070  -   -   3,070 
Less Accumulated 
Depreciation 

  
368 

  
468 

  
- 

  
836 

NET CAPITAL ASSETS $ 2,702 $ 468  - $ 2,234 
 
Depreciation expense of  $468 was unallocated during the year ended June 30, 2011. 
 
NOTE 3 – CONTRACTS 
 
The School has a contract with a company to manage the operations of the School and to provide 
employee leasing services.  The term of the contract is for 5 years and expires on June 30, 2013.  
Under the terms of the Contract the Company was to receive 12% of revenues of the School. The 
School paid $79,637 to the Management Company under this Contract for the year ended June 
30, 2011.  
 
NOTE 4 – RETIREMENT PLAN 
 
The School participates in a 401(k) Deferred Compensation Contribution Plan sponsored by the 
Management Company.  To participate in the Plan employees have to be at least 18 years old and 
have worked at least 750 hours during the past twelve months.  Under the Plan employees can 
make pretax contributions to the maximum amount allowed by law.  The School will match these 
contributions up to a maximum of 6% of employee compensation.  The School made 
contributions totaling $2,080 for the year ended June 30, 2011. 
 
NOTE 5 – RELATED PARTY TRANSACTIONS 
 
The School and another Charter School, Broward Community Charter School West (“BCW”), 
Inc., which operates out of the same location, have the same governing board.  The School 
reimbursed BCW approximately $155,000 for shared expenses for the year ended June 30, 2011.   
Transportation, food and building lease expenses are shared by the Schools.  Each School 
reimburses the other for those costs paid on their behalf. 
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DISCOVERYMIDDLE CHARTER SCHOOL, INC. 
NOTES TO FINANCIAL STATEMENTS (Cont’d.) 

FOR THE YEAR ENDED JUNE 30, 2011 
 

NOTE 6 – COMMITMENTS AND CONTINGENCIES 
 
Lease Agreement 
 
The School shares its administrative and classroom facilities with another Charter School that 
operates out of the same location.    Annual rental expenses  were approximately $137,130 for the 
year ended June 30, 2011.  Future minimum lease payments are as follows: 
 

June 30:    
 2012 $ 141,000 
 2013  145,000 
 2014  149,000 
 2015  154,000 
 2016  159,000 
  $ 748,000 

 
 
Risk Management 
 
The School is exposed to various risks of loss related to theft, damage to, and destruction of 
assets, errors and omissions; injuries to employees; and natural disasters.  The School purchases 
commercial insurance for all material risks of loss to which the School is exposed, including 
general liability, property, auto and workers compensation. . A review of the last three years 
reveals that settled claims have not exceeded insurance coverage. 
 
The  School  receives  funding  from  the  State  of  Florida  based  on  the  number  of  full  time  
equivalent (FTE) students who attend the Charter School.  The data is compiled by the School 
and is subject to audit by the State and if errors are found this could result in amounts having to 
be repaid to the State or decrease in future allocations.  Management believes that the amounts 
that would have to be remitted back to the State due to errors in their FTE count would not be 
material to the financial position of the School. 
 
NOTE 7 – SUBSEQUENT EVENTS 
 
The School evaluated subsequent events to September 20, 2011, the date which the financial 
statements were available to be issued. 
 
 
 
 
 
 
 
 
 
 

16 










