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MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the annual financial report of FAU — Treasure Coast University Schools, [nc. (the
“School") presents management's discussion and analysis of the School's financial performance
during the year ended June 30, 2013. Please read it in conjunction with the School’s financiai
statements, which follow this section.

FINANCIAL HIGHLIGHTS

e The School's total net position decreased compared to the prior year.

¢ For the year ended June 30, 2013, the School's expenses exceeded revenues by
approximately $500,000. This is an improvement from the prior year, when expenses
exceeded revenues by approximately $1,200,000.

» Overall, revenues increased by approximately $400,000, which was a 4% increase from the
prior year.

« Total expenses decreased by approximately $370,000, which was a 3% decrease from the
prior year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts —~ management’'s discussion and analysis (this
section), the basic financial statements and required supplementary information. The basic
financial statements include two kinds of statements that present different views of the School:

e The first two statements are government-wide financial statements that provide both long-
term and short-term information about the School's overall financial status.

» The remaining statements are fund financial statements that focus on individuat parts of the
School, reporting the School's operations in more detail than the government-wide
statements.

— The governmental funds financial statements tell how general school services were
financed in the short term, as well as what remains for future spending.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of
required supplementary information that further explains and supports the information in the
financial statements.

This document also includes the following information required by the U.S. Office of
Management and Budget (“OMB") Circular A-133: schedule of expenditures of federal awards,
independent auditors’ reports on compliance for each major program and on internal control
over compliance required by OMB Circular A-133 and the schedule of findings and questioned
costs. In addition, it includes the report of independent auditors 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.



The following table summarizes the major features of the School’'s financial statements,
including the portion of the School they cover and the types of information they contain. The
remainder of this overview section of management's discussicn and analysis explains the
structure and contents of each of the statements.

Fund Statements
Government-
wide Governmental
Statements Funds
Scope Entire School The activities of the School that
are not proprietary or fiduciary
Required Statement of Balance sheet
financial net position Statement of revenues,
statements Statement of expenditures and changes in
activities fund balances
Accounting Accrual Modified accrual accounting
basis and accounting and and current financial resources
measurement economic focus
focus resources focus
Type of All assets and Only assets expected fo be
asset/liability liabilities, both used up and liabilities that come
information financial and due during the year or soon
capital, and thereafter; no capital assets
short-term and included
long-term
Type of All revenues Revenues for which cash is
inflow/outflow and expenses received during or soon after
information during the year, the end of the year;
regardless of expenditures when goods or
when cash is services have been received
received or paid and payment is due during the
year or soon thereafter

Government-wide Financial Statements

The government-wide financial statements report information about the School as a whole using
accounting methods similar to those used by private-sector companies. The statement of net
position includes all of the School's assets and liabilities. All of the current year's revenues and
expenses are accounted for in the statement of activities, regardiess of when cash is received
or paid. '



The two government-wide financial statements report the School's net position and how they
have changed. Net position — the difference between the School’s assets and liabilities — is one
way to measure the School's financial condition. Over time, increases or decreases in the
School's net position is an indicator of whether its financial condition is improving or
deteriorating, respectively. To assess the overali financial condition of the School, one needs to
consider additional nonfinancial factors such as changes in the School’s student base.

The government-wide financial statements of the School are generally divided into three
categories;

e Govemnmental activities — most of the School's basic services are included here, such as
instruction and school administration. Funds received through the Florida Education
Finance Program ("FEFP"} and federal grants finance most of these activities.

» Business-type activities — in certain instances, the School may charge fees fo help it cover
the costs of certain services it provides. The School currently has no business-type
activities.

e Component units — there currently are no component units included within the reporting entity
of the School.

Fund Financial Statements

The fund financial statements provide more detailed information about the School's most
significant funds, not the School as a whole. A fund is a self-balancing set of accounts which
the School uses to keep track of specific sources of funding and spending for particular
purposes. Some funds are required by state law, and the School may establish other funds to
control and manage money for particular purposes, such as for federal grants.

The School has one type of fund:

s Governmental funds — most of the School’s basic services are included in governmental
funds, which focus on (1) how cash and other financial assets that can readily be converted
to cash flow in and out and (2} the balances left at the end of the year that are available for
spending. Consequently, the governmental funds statements provide a detailed short-term
view that helps one determine whether there are more or fewer financial resources that can
be spent in the near future to finance the School's programs. This shorf-term view is useful
when compared to the long-term view presented as governmental activities in the school-
wide financial statements. To facilitate this comparison, bhoth the governmental funds
balance sheet and the governmental funds statement of revenues, expenditures, and
changes in fund balances provide a reconciliation of governmental funds to governmental
activities, if applicable. There are no such reconciling items, and as a result, there are no
reconciliations of governmental funds to governmental activities in the accompanying
financial statements,



FINANCIAL ANALYSIS OF THE SCHOOL AS A WHOLE

Net Position

The School's combined net position decreased from fiscal year 2012 to 2013 — see table below.

2012 2013 {Decrease)

Current and other assets $ 2,258,737 $ 1,723,351 -24%
Total assets 2,256,737 1,723,351 -24%
Current and other liabilities 38,677 16,487 -57%
Total liabilities 38,677 16,487 -57%

Net position:
Unrestricted 2,218,060 1,706,864 -23%
Total net position $ 2,218,060 $ 1,706,864 -23%

The decrease in net position of approximately $500,000 is substantially attributable to the
shortfall in the capital projects fund which is reflected in the accompanying statement of
revenues, expenditures, and changes in fund balances — governmental funds.



Change in Net Position

The School's total revenues increased by approximately 4% to $10,800,000, and the total cost
of all programs and services decreased by approximately 3% to $11,300,000 — see table below.

Governmental Activities increase
2012 2013 (Decrease)
Revenues:
Federal sources passed through
Sponsor 5 997.418 $ 930,190 -7%
State and local sources 9,169,929 9,648,377 5%
Contributions and other revenue 263,340 259,897 -1%
Total revenues 10,430,687 10,838,464 4%
Expenses:
Instruction 5,960,933 5,696,364 -4%
Instructional support services 425754 389,831 -B8%
Instructional media 137,373 135,214 2%
Instruction and curriculum development 133,210 129,925 -2%
Instructional staff training 173,822 168,044 -3%
Instruction-related technology 11,195 7,749 -31%
Beoard 350 - -100%
General administration 235,146 319,765 36%
School administration 678,347 671,751 -1%
Facilities acquisition and construction 1,639,668 1,631,878 0%
Fiscal services 56,898 43,340 -24%
Food services 397,788 341,751 -14%
Central services 107,260 91,932 -14%
Pupil transportation ' 736,187 736,187 0%
Operation of plant 613,582 576,915 6%
Maintenance of plant 34,876 51,084 46%
Administrative technology services 113,284 112,275 -1%
Community services 263,072 244755 -7%
Total expenses 11,719,345 11,349,660 -3%
Change in net position $ (1,288,658) $ (511,196) -60%

FINANCIAL ANALYSIS OF THE SCHOOL'S FUNDS

As the School completed the year, its governmental funds reported a combined fund balance of
approximately $1,700,000, which was below the prior year.



General and Special Revenue Fund Budgetary Highlights

For the year ended June 30, 2013, actual general fund revenues were approximately
$8,750,000, or less than 4%, below the budgeted amounts.

Actual general fund expenditures were approximately $8,790,000, or approximately 8% below
the budgeted amounts.

For the year ended June 30, 2013, actual special revenue fund revenues and expenditures
were approximately $930,000, which were equivalent to budgeted amounts.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The School's projected budget is a function of enroliment which is determined by a lottery
process. The lottery selection and admission process are ongoing since students withdraw and
enroll throughout the year. Because of the class size limitations, seats are not filled until the
current students are promoted or retained, which may be dictated not only by faculty
assessment but also by FCAT scores. The selection process is focused on retaining a student
demographic profile in each research school that reflects racial, ethnic, and economic diversity
of the state’s students. Students are selected until all currently available seats are filled within
the necessary demographics. Selections will be made as openings arise. Enroliment is fixed
based on selection and therefere the budget for the school remains stable overtime. There is
no current intent to increase enroflment at the schoo! and there is no foreseen projected loss of
enrollment due fo economic conditions.

Amounts available for appropriation in the general fund total approxirﬁately $9,200,000, an
approximate 8% increase from the actual 2013 amount of approximately $8,500,000.

Budgeted general fund expenditures are expected to increase to $9,200,000, or less than 5%,
from the fiscal 2013 actual figure of approximately $8,800,000. The School has added no major
new programs to the fiscal 2014 budget.

In fiscal year 2014, it is expected the School will receive approximately $800,000 in Public
Education Capital Outlay funds and approximately $400,000 in Charter School Capital Outlay
funds, totaling approximately $1,200,000 for the capital projects fund. The amount of the
sublease payment will be approximately $1,500,000, resulting in a projected shortfall of
approximately $300,000. The School Board of St. Lucie County is expected to fund the
shortfall.

if these estimates are realized, the Schools general fund balance is expected to be
approximately unchanged by the close of fiscal 2014.

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT

This financial report is designed to provide interested parties with a general overview of the
Schoal's finances and to demonstrate the School's accountability for the money it receives.
Should additional information be required, please contact the School’'s administrative offices at
10608 SW Academic Way, Port St. Lucie, Florida 34987,
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Report of Independent Auditors on Basic Financial Statements
and Supplementary Information

To the Board of Directors of FAU — Treasure Coast University Schools, Inc., a Charter Schoeol
and Component Unit of Florida Atlantic University.

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and
each major fund of FAU — Treasure Coast University Schools, Inc. (the "School’), a charter
school and component unit of Florida Atlantic University, as of and for the year ended June 30,
2013, which collectively comprise the Schoocl's basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America, this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accerdance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audiis contained in Government
Auditing Standards, issued by the Comptrolier General of the United States. Those standards
require that we plan and perform the audit {o obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disciosures in the financial statements. The procedures selected depend eon the auditors’
iudgment, including the assessment of the risks of material misstatement of the financial
statements, whether due io fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entily’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control.  Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant aceounting estimates made by management, as well as evaluating the overall
presentation of the financial statemenis,

We believe that the audit evidence we have obtained is sufficient and appropriate fo provide a
basis for our audit opinions,

2630 CENTRE THE PORTICOS 099 Vanderbilt Beach Road 7380 Sand Lake Road
2630 N.E. 203rd Street 3835 N.W. Boca Raton Blvd., Suite 200 Suite 500

Suite 104 : Suite 100 Naples, Florida 34108 Orlande, Florida 32819
Aventura, Florida 33180 Boca Raton, Florida 33431 Phone: 239-262-1773 Phone: 407-352-3214
Phone: 305-937-0116 Phone: 561-447-4000 Fax: 239-263-0166 Fax: 407-351-1901

Fax: 305-937-0128 Fax: 561-447-4004

Fax: 305-937-0337 -7-



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of FAU —
Treasure Coast University Schools, Inc. as of June 30, 2013, and the respective changes in
financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 1 — 6 and the budgetary comparison
information on pages 22 — 23 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures fo the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the School's basic financial statements. The accompanying scheduie of
expenditures of federal awards is presented for purposes of additional analysis as required by
U.S. Oifice of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, and Chapter 10.650, Rules of the Auditor General, and is not a
required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to
the basic financial statements as a whote.



Other Reporting Required by Government Auditing Standards

in accordance with Government Auditing Standards, we have ailso issued our report dated
December 8, 2013 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 and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal controf over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the School's internal control over financial reporting and compliance.

Gerstle, Reoser ¥ Goldeslerg, P.A.

GERSTLE, ROSEN & GOLDENBERG, P.A.
Boca Raton, Florida
December 6, 2013



FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.

STATEMENT OF NET POSITION

JUNE 30, 2013

ASSETS
Cash and cash equivalents
Investments
Accounts receivable

Total assets

LIABILITIES
Accounts payable and accrued expenses

Total liabilities

NET POSITION
Unrestricted

Total net pesition

Total liabilities and net position

Governmental
Activities

b

1,706,841
15,046
1,464

1,723,351

16,487

16,487

1,706,864

1,706,864

1,723,351

The accompanying notes to financial statements are an integral part of this statement.
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|ualuaie]s syl jo ped eibojul ue sle sjusuisiels [ejouel)) 0} saj0U BulAueduwloosoe aul

?98°'904°L % pog'o0s’L % JESA JO pua 1B UORISOd 19N
090°812'T 090'812°C Jeaf jo BuiuuiBag je uonisod JaN
(9611186} (961'119) sjesse Jau ul abueysn
¥.2'806'6 ¥.2'806'6 sanusAsl [elousab |elol
/68652 /68'66¢ anusAa; Jayio pue suolnguiuoD
LLE'8¥9'B L1E'8Y9'6 $80IN0S [E20| PUE 21815
'S8nUSAS |BIaLSD

(02¥'6L¥'0}) {0L¥'6LYOL) - $ 0BL'0s6 & - $ 099'6¥E 1L § JuswuiaAob Aewiud jejol
(652 'v¥r2) (552'vve} - - - 86 '¥ie s90IAlaS AYUNWLLOT
(622211} (GI2'ziL) - - - GIT'ZLL s221A18S ABOIOUYDS) SARBASIUILDY
(¥80°19) (+80'15) - - - ¥80'1LG 1ueid jo @ouBUSILIBIN
(516'946) (G16'9/5) - - - GL6'9LS ueid jo uonessdo
{(£81'9¢1) (/81'924) - - - 181'9¢L uoyepodsuel; idnd
(ze6'L6) (ze6'1L6) - - - 786'L6 S90IAIES |BLUSD)

- - - LGL'LYE - LG L oe $30IAI9S poo4
(ope'ey) {ove'ey) - - - ove'er S80IAIS [0S
(878'1€9'L) (828'1€9'L) - - - B/8°1£9'L LIONJOMUISLOD pUe Loljisinboe saijioed
(162429} (1G2'1L9) - - - LSL 129 UONENSIUIWPE |00YDS
(c91'61€) (692'61¢) - - - . G9L'64E UONBSIUILLPE [Blauas
(B¥2'L) (6t72'2) - - - By L ABojouyoa) payelel-feucianisul
(LL¥'79) {£1¥'79) - LTS 0L - 7689 Buiues; gess jeuononigsul
(bp9'vy) (79 - 182'G8 - GZ6'621 JUBldO[@ARD LNINOLIND pUE UoloNngsyj
(Prz'sel) {(rLz'sel) - - - rLZ'sel BIpSLU [BUOHOMSU]
(L26'08¢e) (L25'08¢) - 09Z'c - l£R'68E $@0IA188 Hoddns [BUORINIISL]
(eB6'002') ¢ (e65'002'6) $ - $ L/g's6e ¢ - $ poc'089'c § uolonsu|

, [SBIIARDE |BILUBUIUISACD)
[elot SONAIDY SUONNQIIUOD suojnaiuon ST sasuadxy
[BIUBLLUIBAOL) pue spielo puUe S1UElD) 1oy sabieyn
1enden Bunetado

uolisod 18N Ul sabueyn
pUe anusAay (asuadxd) 19N

sanuaasy weiboid

€10Z ‘0¢ INNC GIANT ¥VIA THL HOA

SALIAILOV 40 LINIWILVLS

"ON! ‘STOOHOS ALISHIAINN LSYOD JHNSVIHL - NV

-11-



FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.

BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2013

ASSETS
Cash and cash equivalents
Investments
Accounts receivable

Total assets

LIABILITIES AND FUND BALANCES
Accounts payable and accrued expenditures

Total liabilities

Fund balances:

Assigned to:
School-based student activity organizations

Unassigned

Total fund balances

Total liabilities and fund balances

Special Total
General Revenue Governmental
Fund Fund Funds
$ 1,706,841 - $ 1,706,841
15,048 - 15,046
1,464 - 1,464
$ 1,723,351 - $ 1,723,351
$ 16,487 - % 16,487
16,487 - 16,487
51,662 - 51,662
1,855,202 - 1,655,202
1,706,864 - 1,706,864
$ 1,723,351 - $ 1,723 351

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

-] 22—



REVENUES
Federal sources
State and local sources

Contributions and other revenue

Total revenues

EXPENDITURES
Current:
[nstruction

Instructional support services

Instructional media

Instruction and curriculum development

Instructional staff training

instructional-related technology

General administration
School administration

Fiscal services

Food services
Central services
Pupil transportation
Operation of plant
Maintenance of plant

Administrative technology services

Community services
Total expenditures

Excess expenditures over revenues

FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.

STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2013

OTHER FINANCING SOURCES (USES)

Operating transfer in/(out)

Totat other financing sources (uses,
Net changes in fund balance
Fund balances at beginning of year

Special Capital Total
General Revenue Projects Governmental
Fund Fund Fund Funds
$ - 3 930,190 5 - $ 930,190
8,493,718 - 1,154,654 9,648,377
250,897 - - 258,897
8,763,615 930,190 1,154,659 10,838,464
5,300,993 395,371 - 5,696,364
386,571 3,260 - 389,831
135,214 - - 135,214
44,644 85,281 - 129,925
64,417 104,527 - 168,944
7,749 - - 7,749
319,765 - - 319,765
: : 671,751 . ‘ - - 671,751
Facilities acquisition and construction - - 1,631,878 1,631,878
43,340 - - 43,340
- 341,751 - 341,751
91,932 - - 91,932
736,187 - - 736,187
576,915 - - 576,915
51,084 - 51,084
112,275 - - 112,275
244,755 - - 244,755
8,787,592 930,190 1,631,878 11,340 660
(33,977) - (477,219 (511,196}
(477,218) - 477,219 -
(477,219 - 477,219 -
(511,196} - - (511,196)
2,218,060 - - 2,218,060
$ 1,706,864 $ - $ - $ 1,706,864

Fund balances at end of year

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

-153-



FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF
FLORIDA ATLANTIC UNIVERSITY

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2013
1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

FAU -~ Treasure Coast University Schools, Inc. (the “School’) is a not-for-profit corporation
organized pursuant to Chapter 617, Florida Statutes, the Florida Not For Profit Corporation Act and
Section 1002.34, Florida Statutes. The governing body of the School is the not-for-profit
corporation Board of Directors, which is composed of nine board members.

The general operating authority of the School is contained in Section 1002.34, Florida Statutes.
The School is considered a compenent unit of Florida Atlantic University and meets the definition of
a governmental entity under the Governmental Accounting Standards Board ("GASB"} accounting
guidance; therefore, for financial reporting purposes, it must follow generally accepted accounting
principles applicable to state and local governmental units.

Charter Contract

The charter agreement between the sponsoring entity, the Florida Atlantic University Board of
Trustees, a wuniversity board of the State of Florida University System, is entered into for the
purposes of creating and maintaining a developmental research charter school (*DRCS”) pursuant
to section 1002.33(5)(a)2, Florida Statutes. Pursuant to section 1011.24, Florida Statutes, the
DRS is a special school district for the purposes therein set forth. The current charter is effective
until June 30, 2021 and may be renewed by mufual written agreement between the School and the
Sponsor. At the end of the term of the charter, the Sponsor may choose not to renew the charter
under grounds specified in the charter. In this case, the Sponsor is required to notify the School in
writing at least 360 days prior to the charter's expiration. During the term of the charter, the
Sponsor may also terminate the charter if good cause is shown. In the event of termination of the
charter, any unencumbered funds, and all equipment and property purchased by the School with
university public funds, shall revert to the ownership of Florida Atlantic University and all equipment
and property purchased with School Board of St. Lucie County funds, shall revert to the ownership
of the School Board of St. Lucie County.

Criteria for determining if other entities are potential component units of the School which should be
reported with the School's basic financial statements are identified and described in the GASB's
Codification of Governmental Accounting and Financial Reporting Standards. The application of
these criteria provides for identification of any entities for which the School is financially
accountable and other organizations for which the nature and significance of their relationship with
the School are such that exclusion would cause the School's basic financial stalements to be
misleading or incomplete. Based on these criterifa, management has determined that no
component units require inclusion within the reporting entity of the School.

-14-



FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC,
A CHARTER SCHOOL AND COMPONENT UNIT OF
FLORIDA ATLANTIC UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
{continued)

Basis of presentation

The School's financial statements have been prepared in accordance with generally accepted
accounting principles as prescribed by the GASB. Accordingly, both government-wide and fund
financial statements are presented.

The government-wide financial statements report information about the School as a whole using
accounting methods similar to those used by private-sector companies. The statement of net
assets includes all of the School's assets and liabilities. All of the current year's revenues and
expenses are accounted for in the statement of activities regardless of when cash is received or
paid.

The government-wide financial statements of the School are generally divided into three
categories:

o  Governmenlal activifies — most of the School's basic services are included here, such as
instruction and school administration. Funds received through the Fleorida Education
Finance Program ("FEFP") and state and federal grants finance most of these activities.

s Business-type activities — in certain instances, the School may charge fees to help it cover
the costs of certain services it provides. The School has no business-type activities.

e  Component units — there currently are no component units included within the reporting entity
of the School.

The fund financial statements provide more detailed information about the School's most
significant funds, not the School as a whole. A fund is an accounting entity having a self-
balancing set of accounts for recording assets, liabilities, fund balance, revenues, expenditures,
and other financing sources and uses. Resources are allocated to and accounted for in individual
funds based on the purposes for which they are to be spent and the means by which spending
activities are controlled. The funds in the financial statements of this report are as follows:

Governmental Funds:

e General Fund - to account for all financial resources not required to be accounted for in another
fund.

e Special Revenue Fund - to account for the proceeds of specific revenue sources and federal
and state grants that are restricted by law or administrative action to expenditure for specific
purposes.

« Capital Projects Fund — to account for all resources for the acquisiticn of capital items by the
School purchased with capital outlay funds.

For purposes of these statements, the general, special revenue and capital proiets funds constitute
major funds. There are no other governmental funds.
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF
FLORIDA ATLANTIC UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
{continued)

Basis of accounting

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

The government-wide financial statements are presented using the accrual basis of accounting
and an economic resources focus. Under the accrual basis of accounting, revenues and expenses
are recognized when they occur.

The modified accrual basis of accounting and current financial resources focus is followed by the
governmental funds. Under the modified accrual basis, revenues are recognized when they
become measurable and available. Available means collectible within the current year or soon
enough thereafter to pay current liabilities. The School considers revenues to be available if they
are collected within 60 days of the end of the fiscal year. Under the modified accruat basis of
accounting, expenditures are generally recognized when the related fund liability is incurred. The
principal exceptions to this general rule are: (1) interest on general long-term debt is recognized
when due and (2) expenditures related to liabilities reported as general long-term debt are
recognized when due.

Budgetary basis accounting
Budgets are presented on the modified accrual basis of accounting.
Deposits and investments

Cash deposits are held by banks qualified as public depositories under Florida law. Investments
are held in the Florida Prime Investment Trust Fund and in the Florida Education Investment Trust
Fund.

Revenue sources

Revenues for current operations are received primarily from Florida Atlantic University pursuant to
the funding provisions included in the Schools 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), Florida Statutes, the School reports the number
of full-time equivalent students and related data to Flonda Atlantic University.

Under the provisions of Section 1011.62, Florida Statutes, Florida Atlantic University reports the
number of full-time equivalent students and related data to the FDOE for funding through the
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 students reported by the
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF
FLORIDA ATLANTIC UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
(continued)

School during the designated full-time equivalent student survey periods. Florida Aflantic
University receives a 5% administrative fee from the School, which is reflected as a general
administration expensefexpenditure in the accompanying statement of activities and statement of
revenues, expenditures and changes in fund balances - governmental funds. This administrative
fee is calculated on the FEFP revenue up io 250 students. The difference between the actual fee
and the fee as calculated on total FEFP revenue is restricted for capital outlay expenditures. As of
June 30, 2013, the School had no restricted funds for this purpose. The administration fee paid to
the Sponsor totaled approximately $76,000 and the total amount paid to the Sponsor during the
year ended June 30, 2013 was approximately $320,000, which is reflected as a general
administration expense/expenditure in the accompanying statement of activities and statement of
revenues, expenditures and changes in fund balances - governmental funds.

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

The State allocates gross receipts taxes, generally known as Public Education Capital Outlay
money, to the School on an annual basis. The School is authorized to expend these funds only
upon applying for and receiving an encumbrance authorization from the FDOE, As of June 30,
2013, all amounts received under this program had been expended.

The School is also eligible for Charter School Capitai Qutlay Funding. The amounts received
under this program are based on the School's actual and projected student enrcliment during
the fiscal year. Funds received under this program may only be used for lawful capital outlay
expenditures and, as such, the unspent portion, if any, is reflected as restricted net assets and
reserved fund balance in the accompanying statements. As of June 30, 2013, all amounts
received under this program had been expended.

Income taxes

The Schoo! is an organization exempt from income taxation under Section 501(a) as an entity
described in Section 501(c){3) of the Internal Revenue Code of 1986, as amended.
Accordingly, no provision for federal income taxes is included in the accompanying financial
statements.

Fund balance spending policy
The School’'s adopted spending policy is to spend from restricted fund balance first, followed by

committed, assigned, then the unassigned fund. If expenditures are incurred that meet the
purpose of more than one fund, they will be allocated to restricted fund balance first and then
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF
FLORIDA ATLANTIC UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
{continued)

follow the order above. Funds can only be committed by formal action of the Board of Directors.
There are no minimum fund balance requirements for any of the School’s funds.

Use of estimates

In preparing the financial statements, management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities as of the date of the
balance sheet and affect revenues and expenses/expenditures for the year presented. Actual
results could differ significantly from those estimates.

Subsequent events

The School has adopted guidance that requires the disclosure of the date through which an
entity has evaluated subsequent events and the basis for that date (that is, whether that date
represents the date the financial statements were issued or were available to be issued). The
School has evaluated subsequent events through December 6, 2013, which is the date the
financial statements were available to be issued.

2 ACCOUNTS RECEIVABLE

The accompanying financial statements include $1,464 in accounts receivable. Based on
management’s estimate of the collectibility of funds, the School believes that an allowance for
doubtful accounts is not considered necessary.

3 CAMPUS FACILITY

The School's campus is located in Port St. Lucie, Flerida. The School Board of St. Lucie
County, Florida (the "School Board”) is the owner of the facility site and holds title to the
facilities. The School Board is lease purchasing the facilities from the St. Lucie School Board
l.easing Corporation. The School Board is subleasing the facilities to the School during the term
of the charter. (See Notes 5 and 7)

4 AGREEMENTS BETWEEN THE SCHOOL AND THE SCHOOL BOARD OF ST. LUCIE
COUNTY

Agreement for Services of Supervisory, Instructional, and Support Personnel, and for
Equipment

The School entered into a services and equipment agreement with the School Board of St
Lucie County (the “School Board') on November 14, 2006. The term of the agreement is through
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FAU - TREASURE COAST UNIVERSITY SCHOOL.S, INC.
A CHARTER SCHOOIL. AND COMPONENT UNIT OF
FLORIDA ATLANTIC UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
(continued)

June 30, 2040, unless renewed by the parties in accordance with the agreement. The
agreement may be terminated by either party with or without cause upon 180 days written
notice to the other party. The School Board is an independent contractor to the School. The
School Board provides the services of supervisory, instructional, and support personnel to the
School as well as operation, maintenance, and security of the facilities. The School Board
provides (and retains title to) all furniture, fixtures, and equipment used by the School. (See
Note 5) S

The School compensates the School Board an amount equal to 100% of the wages, benefits,
workers compensation and other insurance coverages, and other employment-related expenses
of the School Board personne! identified in the employee roster for the School. There is no
compensation to the School Board for its provision of furniture, fixtures, and equipment.

Agreement for Food Services

The School Board provides food services to the School under an agreement which is renewed
annually by written amendment for one year terms. The agreement may be canceled by either
party upon 120 days written notice to the other party. Florida Atlantic University includes the
School as a program site in its Child Nutrition Program Agreement between the University as
the lLocal Education Agency (LEA) and the Florida Department of Education. The School,
through the School Board, charges meal prices to students and adults consistent with those
prices charged by the School Board. The School Board collects and retains all meal payments
received from students and adults in partial compensation for the meals provided. The School
Board’s Food and Nutrition Services Accounting Department invoices the School monthly for the
meals provided by the School Board. Florida Atlantic University, as fiscal agent for the School,
renders payment to the School Board upon receipt of all state and federal funds for which the
University is eligible under the program.

Transportation Services

The School obtains ifransportation services from the School Board. The School's Board of
Directors approves expenditures for these services in the absence of a written transportation
services agreement,

5 RISK MANAGEMENT PROGRAM

The School has no employees and therefore no responsibility or lability for workers’
compensation coverage, health and hospitalization, professional liability, retirement and other
employment benefits, and the collection and remittance of payroll taxes. The School does not
own any real or personal property. (See Notes 3 and 4) The School Board allocates the cost of
insuring the School facilities, for which the School remits payment o the School Board.,
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A CHARTER SCHOOL AND COMPONENT UNIT OF
FLORIDA ATLANTIC UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
{continued)

6 SCHEDULE OF STATE AND LOCAL REVENUE SOURCES

The following is a schedule of state and local revenue sources and amounts included in the
general fund:

Florida Department of Education:

Florida Education Finance Program $ 6,138,698
Class size reduction 1,611,690
School Recognition Funds 132,171
Supplemental academic instruction 416,327
Instructional materials 104,844
Safe schools 73,062
Teacher lead pay 16,926

Total $ 8,493,718

The following is a schedule of state and local revenue sources (and interest revenue) and
amounts included in the capital projects fund:

Public Education Capital Outlay S 792417
Charter School Capital Outlay 362,121
Interest revenue 121

Total $ 1,154,659

7 COMMITMENTS AND CONTINGENT LIABILITIES
Grants

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 receivable as of June 30,
2013 may be impaired.
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A CHARTER SCHOOL AND COMPONENT UNIT OF
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NOTES TO FINANCIAL STATEMENTS
{continued)

In the opinion of the School, there are no significant contingent liabilities relating fo compliance
with the rules and regulations governing the respective grants; therefore, no provision has been
recorded in the accompanying financial statements for such contingencies.

Legal matters

In the normal course of conducting its operations, the School occasionally becomes party to
various legal actions and proceedings. In the opinion of management, the ultimate resolution of
such legal matters will not have a significant adverse effect on the accompanying financial
statements.

Lease commitments

The School's campus is located in Port St. Lucie, Florida, The School Board is lease purchasing
the facilities from the St. Lucie School Board Leasing Corporation. The School Board is
subleasing the facilities to the School during the term of the charter. The sublease commenced
on January 31, 2007 and the initial expiration date is June 30, 2021. The sublease term shall be
subject to automatic extension to such peried of time as the charter may be extended. (See
Note 3)

Future sublease payments for each of the fiscal years ending June 30", through the initial
termination date, June 30, 2021, are as follows:

2014 3 1,505,625
2015 1,505,219
2016 1,508,781
2017 1,505,381
2018 1,504,981
2019 1,503,381
2020 1,505,481
2021 1,500,738

$ 12.039,587

The School is responsible for sublease payments to the extent the School receives Public
Education Capital Qutlay funds and/or Charter School Capital Outlay funds (the “Capital
Funds”). If a sublease payment is greater than the amount of Capital Funds received by the
School during a fiscal year, the shortfall amount is the responsibility of the School Board of St.
l.ucie County.
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE ~ GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2013

REVENUES
State and local sources
Contributions and other revenue
Total revenues

EXPENDITURES

Current:
Instruction
Instructionat support services
Instructional media
Instruction and curriculum development
Instructional staff training
Instructional-related technology
Board
General administration
School admiristration
Fiscal services
Central services
Pupil transportation
Cperation of plant
Maintenance of plant
Administrative technology services
Community services

Total expenditures
Excess of expenditures over revenues

OTHER FINANCING SOURCES (USES)
Operating transfer cut
Total other financing sources {uses)
Net changes in fund balance
Fund balance at beginning of year
Fund balance atend of year

Variance with

Actugi Final Budget-

Budgeted Amounts (Budgetary Positive
Original Final Basis) {Negative)
$ 8,836,796 $ 8,836,796 $ 8,493718 3 (343,078)
253,812 253,812 259897 8,085
9,090,608 ©,000,608 8,753,615 (336,983)
5,898,302 5,888,302 5,300,993 597,309
403,186 403,186 386,571 16,615
140,325 140,325 135,214 5,111
129,893 129,883 44,644 85,249
213,957 213,957 54,417 149,540
5,998 5,998 7,749 (1,751
850 850 - 850
323,013 323,013 319,765 3,248
875,307 875,307 871,751 3,556
38,396 38,395 43,340 (4,944)
86,601 86,801 91,932 (5,331)
814,853 514,853 736,187 78,666
©841,592 641,592 576,915 64,677
60,328 60,328 51,084 9,244
128,418 128,418 112,275 16,143
3,887 3,887 244 755 {240,868)
9,564 906 9,664 906 §,787 592 777,314
(474,298) (474,298) {33,877} 440,321
- - (477.219) (477,219)
- - (477,219) (477,219}
(474,298) {474 ,298) (51 1,1 96) {36,898)
2,218,060 2,218,080 2,218,060 -
$ 1,743,762 $ 1,743,762 $ 1,706,864 3 {36,598)

See report of independent auditors.
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE - SPECIAL REVENUE FUND

FOR THE YEAR ENDED JUNE 30, 2013

Variance with

Actual Final Budget-
Budgeted Amounts (Budgetary Positive
Criginal Final Basis) (Negative)
REVENUES
Federal sources 3 930,190 $ 930,190 $ 930,190 $ -
Total revenues 3 930,190 $ 930,190 $ 930,190 -
EXPENDITURES
Current;
Instruction 3 385371 $ 385,371 3 385,371 -
Instructional support services 3,260 3,260 3,280 -
Instruction and curricufum development 85,281 85,281 85281 -
Instructional staff training 104,527 104,627 104,527 -
Food services 341,751 341,751 341,751 -
Total expenditures $ 930,190 $ 930190 $ 930,190 -
Net changes in fund balance - - - -
Fund balance at beginning of year - - - -
Fund baiance at end of year $ - $ - $ - $ -

See report of independent auditors.
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2013

Federal Grantor / Federal
Pass-Through Grantor / CFDA Grant
Program Title Number Period

Expendifures

United States Department of Agriculture / School Breakfast
Program 10.683 71112012 - 8/30/2013

United States Department of Agriculture / National School
Lunch Program 10.555 7/1/2012 - 6/30/2013

United States Department of Agriculture / After School _
Snack Program 10.556 7/1/2012 - 6/30/2013
Total Child Nutrition Cluster
United States Department of Education / Florida Department

of Education / Title | Grants to Local Educational
Agencies 84.010 71112012 - 6/30/2013

United States Department of Education / Florida Department
of Education / ARRA - Title | Grants to Local Educational
Agencies 84.010 7i1/2012 - 6/30/2013

United States Department of Education / Florida Department
of Education / Title |, Part A, School Improvement Grants
Sections 1003 {a) and {q) 84.010 71172012 - 6/30/2013

Total Title I, Part A Program Cluster
United States Department of Education / Florida Department

of Education / Special Education - Grants to States
(IDEA, Part B) 84.027A 71172012 - 6/30/2013

United States Department of Education / Florida Department
of Education / Special Education - Preschool Grants
(IDEA, Part B) 84173 7M/2012 - 8/30/2013

Total IDEA, Part B Program Cluster

United States Department of Education / Florida Department
of Education / tmproving Teacher Quality State Grants
(Title 11 84.367 7/1/2812 - 8/30/2013

Total Expenditures of Federal Awards

See accompanying note to schedule of expenditures of federal awards,
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$ 59,796

273,999

7,956

341,751

366,480

4,393

12,196

383,069

188,311

3,410
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF
FILORIDA ATLANTIC UNIVERSITY

NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2013

1 SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the School and is presented on the accrual basis of accounting. The information in
this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, the Florida Single Audit Act and
Chapter 10.650, Rules of the Auditor General.
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Report of Independent Auditors on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

To the Board of Directors of FAU — Treasure Coast University Schools, Inc., a Charter School
and Component Unit of Florida Atlantic University

We have audited the financial statements of the governmental activities. and each major fund of
FAU — Treasure Coast University Scheols, Inc. (the “School”), a charter school and component
unit of Florida Attantic University, as of and for the year ended June 30, 2013, which coliectively
comprise the School's basic financial statements and have issued our report thereon dated
December 6, 2013. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

internal Control Over Financial Reporting

Management of the School is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the
School's internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions 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 cpinion on the effectiveness of the
Schaoofl’s internal control over financial reporting.

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

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We consider the deficiency in the School's internal
control described in the accompanying schedule of findings and questioned costs as Finding
No. 2013-01 to be a material weakness.

2630 CENTRE THE PORTICOS 999 Vanderbilt Beach Road 7380 Sand Lake Road
2630 N.E. 203rd Street 3835 N.W. Boca Raton Blvd. Suite 200 Suite 500

Suite 104 Suite 100 Naples, Florida 34108 Orlando, Florida 32819
Aventura, Florida 33180 Boca Raton, Florida 33431 Phone: 239-262-1773 Phone: 407-352-3214
Phone; 305-937-0116 Phone: 561-447-4000 Fax: 239-263-0166 Fax: 407-351-1901

Fax: 3059370128 Fax: 561-447-4004

Fax: 305-937-0337 ~-26-



Compliance and Other Matiers

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 an instance
of noncompliance or other matters that is required to be reported under Goevernment Auditing
Standards and which is described in the accompanying schedule of findings and questioned
costs as Finding No. 2013-02.

This report is intended solely for the information and use of management of the School, the
Board of Directors, others within the entity, Florida Atlantic University, the Florida Department of
Education, the Florida Auditor General, 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.

Gerstle, Roser ¥ Goldeslery, P.A.

GERSTLE, ROSEN & GOLDENBERG, P.A.
Boca Raton, Florida
December 6, 2013
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Report of Independent Auditors on Compliance for Each Major Program and on Internal
Control Over Compliance in Accordance with OMB Circular A-133 and Chapter 10.650,
Rules of the Auditor General

To the Board of Directors of FAU - Treasure Coast University Schools, Inc., a Charter Schooi
and Component Unit of Florida Atlantic University

Compliance

We have audited the compliance FAU — Treasure Coast University Schools, Inc. (the “Scheaol”),
a charter school and component unit of Flerida Atlantic University, with the types of compliance
requirements described in the U.S. Office of Management and Budget (“OMB”) Circular A-133
Compliance Supplement, and the reaquirements described in the Department of Financial
Services’ State Projects Compliance Supplement, that could have a direct and material effect on
each of its major federal and state programs for the year ended June 30, 2013. The School’s
major federal and state programs 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 and state
programs is the responsibility of the School's management. Our responsibility is to express an
opinion on the School’s 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 applicabie fo financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States;
OMB Circular A-133, Audifs of States, Local Governments, and Non-Frofit Organizations;, and
Chapter 10.650, Rules of the Auditor General. 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 or state program occurred. An audit includes
examining, on a test basis, evidence about the School's 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 of the School's compliance with those requirements.

In our opinion, the School complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federa! and
state programs for the year ended June 30, 2013.

2630 CENTRE THE PORTICOS 999 Vanderbilt Beach Road 7380 Sand Lake Road
2630 N.E. 203rd Street 3835 N.W. Boca Raton Blvd. Suite 200 Suite 500

Suite 104 Suite 100 Naples, Florida 34108 Orlando, Florida 32819
Aventura, Florida 33180 Boca Raton, Florida 33431 Phone: 239-262-1773 Phone: 407-352-3214
Phone: 305-937-0116 Phone: 561-447-4000 Fax: 239-263-0166 Fax: 407-351-1901

Fax:; 305-937-0128 Fax: 561-447-4004

Fax: 3059370337 ~28—



Internal Control Over Compliance

Management of the School is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts and grants
applicable to federal and state programs. In planning and performing our audit, we considered
the School’s internal control over compliance with the requirements that could have a direct and
material effect on a major federal or state 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 the School’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal or state program on a timely basis. A materiat weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance
with a type of compliance requirement of a federal program will not be prevented, or detected
and cotrected, on a timely basis.

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

This report is intended solely for the information and use of management of the School, the
Board of Directors, others within the entity, Florida Atlantic University, the Florida Department of
Education, the Florida Auditor General, 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.

Gorstle, Rosen ¥ Goldorderg PA.

GERSTLE, ROSEN & GOLDENBERG, P A:
Boca Raton, Florida
December 6, 2013
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF
FLORIDA ATLANTIC UNIVERSITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2013

Section | - Summary of Auditor’s Results

Financial Statements

Type of auditor's report issued: Unmodified
internal control over financial reporting:
* Material weaknesses identified? Yes
» Significant deficiencies identified that are not considered
to be material weaknesses? None reported
Noncompliance material to financial statements noted? No
Federal
Internal controi over major programs:
« Material weaknesses identified? No
» Significant deficiencies identified that are not considered
to be material weaknesses? None reported
Type of auditor's report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be reported in
accordance with section 510(a) of OMB Circular A-133
or Chapter 10.650, Rules of the Auditor General? Yes

identification of major federal programs:

CFBA Number Grant Period Name of Federal Program
10.553 711112 - 6/30/13  School Breakfast Program
10.585 7/1/12 - 8/30/13  School Lunch Program
10.556 7/1/12 - 8/30/13  Special Milk Program for Children
84.010 7/1/12 - 8/30/13  Title | Grants to Local Education Agencies
84.010 711112 -6/30/13  Title | School Improvement Initiative 1003(a)
Dollar threshold used te distinguish between type A and type B
praograms:. $300,000
Auditee gualified as a low-risk auditee? No
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF
"~ FLORIDA ATLANTIC UNIVERSITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
{continued)

Section Il - Financial Statement Findings

Finding No. 2013-01 — Material Weakness

Criteria:
For proper reporting and auditing of the School’s financial statements, an accurate and complete
trial balance must be maintained.

Statement of condition:
During our auditing procedures, we noted that the School was not able to prepare a trial balance
that included all the activities of the school during the year.

Qiuestioned costs:
None.

Effect of condition:
Reports were gathered from multiple sources in order to obtain complete financial information.

Cause of condition:

Multiple sources, processes and pathways are utilized for processing financial activities for
TCUS, Inc. Several of these processes were established through the document entitled
Certificates of Participation Series 2007. These processes established the pathway of Federal
Entitlement funds through the College of Education as well as Research Accounting at Florida
Attantic University, FRL meal funding is processed through AD Henderson School, PECO is
processed through the Division of Facilities at Florida Atlantic University and FEFP is processed
through the College of Education, Florida Atlantic University.

Recommendation:
We recommend that the School establish procedures to preduce a trial balance that includes all
the activities and transactions of the school in one location that is kept current.

Management’'s response:
FAU College of Education will maintain a monthiy General ledger portfolio for the financial
activities of TCUS, Inc. The General ledger accounts will include: Federal entitements, FEFP,
FRL and PECO. These generai ledger accounts, both revenue and capital will be maintained
each month by the College of Education. The school will continue to maintain an FEFP fund
balance for the purpose of daily financial operations. The FEFP fund balance will be forwarded to
Florida Atlantic University to be maintained as the location for the General ledger portfolio.
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FAU - TREASURE COAST UNIVERSITY SCHOOLS, INC.
A CHARTER SCHOOL AND COMPONENT UNIT OF
FLORIDA ATLANTIC UNIVERSITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(continued)

Section lll - Federal Award Findings and Questioned Costs

Finding No. 2013-02

Criteria:
The National School Lunch Program (NSLP) requires all recipients to conduct a verification of
free and reduced lunch application eligibility by November 15" of each year. This verification
process must be done for the lesser of 3% or 3,000 of the approved applications on file as of
October 1. '

Statement of condition:
During our auditing procedures, we noted that the School did not complete the verification

Process,

Questioned costs:
None.

Effect of condition:
The School is not in compliance with the Special Test section of the single audit requirements for
the NSLP.

Cause of condition:
The current Agreement for Food Services between the School and the Schoot Board of St. Lucie
County addresses distribution and processing of school meal applications. However, this
agreement is silent as to the verification of meal applications (paragraph 1.03).

Recommendation:
We recommend that the School establish procedures to ensure that all requirements of the
program are met and that the Special Test is completed by the established deadline.

Management's response:
For the 2013-2014 fiscal year the School will utilize a manual process for sample selection and
parent notification to ensure that the School will be in compliance. The future Agreement for
Food Services between the School and the School Board of St. Lucie County will contain a
provision for meal verification.

Section 1V - Status of Prior Year Audit Findings

The year ended June 30, 2013 is the first fiscal year for which an audit report has been issued.
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ADDITIONAL INFORMATION REQUIRED BY
RULES OF THE AUDITOR GENERAL,
CHAPTER 10.850



~
( _‘Q‘ — Gerstle, Rosen & Goldenberg, P.A.

Certified Public Accountants

Mark R. Gerstle, CP.A. Robert N. Rosen, C.P.A. Brian K. Goldenberg, Partner
mgerstle@ grecpa.com rrosen@ grgepa.com bgoldenberg@gracpa.com

To the Board of Directors of FAU - Treasure Coast University Schools, Ine., a Charter
School and Component Unit of Florida Atlantic University

We have audited the financial statements of the governmental activities and each major
fund of FAU -- Treasure Coast University Schools, Inc. (the “School”) as of and for the
year ended June 30, 2013, and have issued our report therecn dated December 6,
2013.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America; the standards appiicable to financia! audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular A-133, Audits of States, [ocal Governments, and Non-Profit
Organizations. We have issued our Independent Auditor's Report on Intemal Control
over Financial Reporting and on Compliance and Other Matters Based on an Audit of
the Financial Statements Performed in Accordance with Government Auditing
Standards, Independent Auditor's Report on Compiiance with Requirements That Could
Have a Direct and Material Effect on Each Major Program and on Internal Control over
Compliance and Schedule of Findings and Questioned Costs. Disclosures in those
reports and schedule, which are dated December 6, 2013, should be considered in
conjuncticn with this management letter.

Additionally, our audit was conducted in accordance with Chapter 10.850, Rules of the
Auditor General, which governs the conduct of charter school and similar entity audits
performed in the State of Florida, This letter includes the following information, which is
net included in the aforementioned auditor’s reports or schedule:

¥ Section 10.854(11(e)1., Rules of the Auditor General, requires that we determine
whether or nct corrective actions have been taken to address findings and
recommendations made in the preceding annual financial audit report. There
were no findings or recommendations in the prior year.

» Section 10.854(1)(e)3., Rules of the Auditor General, reguires that we address in
the management letier any recommendations to improve financial management.
In connection with cur audit, we did not have any such recommendations.

¥ Section 10.854(1)(e)4., Rules of the Auditor General, requires that we address
violations of laws, regulations, coniracts 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. In
connection with our audit, we did not have any such findings.
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> 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 have an
inconsequential effect on the financial statements considering both guantitative
and qualitative factors: (1) violations of provisions of contracts or grant
agreements, fraud, illegal acts, or abuse and (2) deficiencies in internal control
that are not significant deficiencies. In cennection with our audit, we did not
have any such findings.

» Section 10.854(1)(e)6, Rules of the Auditor General, requires the name or
official title of the school. The name of the School is FAU ~ Treasure Coast
University Schools, Inc.

» 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 met. During the course of our audit, nothing came to our
attention to indicate that the School had met any of the conditions described in
Section 218.503(1), Florida Statutes (“the conditions”). However, in planning
and performing our audit, we considered whether the School had met any of the
conditions as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion as to whether the School had met any of the conditions.
Accordingly, we do not express an opinion as to whether the School had met
any of the conditions,

¥ Pursuant fo Sections 10.854(1)(e)7.a. and 10.855(10), Rules of the Auditor
General, we applied financial condition assessment procedures as of June 30,
2013, which included calculation and analysis of certain financial indicators we
considered relevant to the School. Our financial condition assessment
procedures did not include the use of benchmarks, !t 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 management.

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 Board of Directors, Florida Atlantic University, and the Florida
Auditor General and is not intended to be and should not be used by anyone other than
these specified parties.

Gerstle, Roser ¥ Golderlerng, P.A.

GERSTLE, ROSEN & GOLDENBERG, P.A.
Boca Raton, Florida
December 6, 2013
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