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MANAGEMENT’S DISCUSSION AND ANALYSIS
This section of the annual financial report of Lake Wales Charter Schools, Inc. (the “Company”)
presents management’s discussion and analysis of the Company’s financial performance during
the fiscal year ended June 30, 2016. Please read it in conjunction with the Company’s financial
statements, which follow this section.
Lake Wales Charter Schools, Inc. operates a system of six public charter schools in the Lake
Wales, Florida area (Dale R. Fair Babson Park Elementary School, Edward W. Bok Academy,
Hillcrest Elementary School, Janie Howard Wilson Elementary School, Lake Wales High School
and Polk Avenue Elementary School).
The Company provides certain management,
administrative, food and transportation services to the charter schools through a Central
Administrative Office. Effective July 1, 2011, the Company became its own local educational
agency (“LEA”).
CONSOLIDATED FINANCIAL STATEMENTS
The financial statements are presented on a consolidated basis primarily to satisfy the single audit
requirements of the Uniform Guidance (formerly U.S. Office of Management and Budget Circular
A-133) for the Company’s federal programs.
FINANCIAL HIGHLIGHTS





The Company’s net position improved compared to the prior year (as restated).
For the fiscal year ended June 30, 2016, the Company’s revenues exceeded expenses by
$1,281,608. This represents an improvement from the prior year when revenues exceeded
expenses by $1,220,386.
Overall, revenues increased by approximately $1.41 million, which represents a 4% increase
from the prior year.
Overall, expenses increased by approximately $1.35 million, which represents a 4% increase
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 Company:



The first two statements are government-wide financial statements that provide both longterm and short-term information about the Company’s overall financial status.
The remaining statements are fund financial statements that focus on individual parts of the
Company, reporting the Company’s operations in more detail than the government-wide
statements.
 The governmental funds financial statements tell how general services were financed
in the short term, as well as what remains for future spending.
 The fiduciary fund financial statement provides information about the financial
relationships in which the Company acts solely as an agent for the benefit of others.

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.
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This document also includes the following information required by the Uniform Guidance:
schedule of expenditures of federal awards and accompanying note, independent auditor’s report
on compliance for each major program and on internal control over compliance required by the
Uniform Guidance and the schedule of findings and questioned costs. In addition, it includes the
independent auditor’s report on internal control over financial reporting and on compliance and
other matters based on an audit of financial statements performed in accordance with
Government Auditing Standards.
The following table summarizes the major features of the Company’s financial statements,
including the portion of the Company they cover and the types of information they contain. The
remainder of this overview section of management’s discussion and analysis explains the
structure and contents of each of the statements.
Fund Statements
Governmental
Fiduciary
Funds
Fund

Government-wide
Statements
Scope

Entire Company (except
the fiduciary fund)

The activities of the
Company that are not
proprietary or fiduciary

Instances in which the
Company administers
resources on behalf of
someone else

Required financial
statements

Statement of net
position
Statement of activities

Balance sheet –
governmental funds
Statement of revenues,
expenditures and
changes in fund
balances –
governmental funds

Statement of fiduciary
assets and liabilities

Accounting basis
and measurement
focus

Accrual accounting and
economic resources
focus

Modified accrual
accounting and current
financial resources
focus

Accrual accounting and
economic resources
focus

Type of
asset/liability
information

All assets, deferred
outflows of resources,
liabilities and deferred
inflows of resources,
both financial and
capital, and short-term
and long-term

Only assets/deferred
outflows of resources
expected to be used up
and liabilities/deferred
inflows of resources that
come due during the
year or soon thereafter;
no capital assets
included

All assets, deferred
outflows of resources,
liabilities and deferred
inflows of resources,
both financial and
capital, and short-term
and long-term

Type of
inflow/outflow
information

All revenues and
expenses during the
year, regardless of
when cash is received
or paid

Revenues for which
cash is received during
or soon after the end of
the year; expenditures
when goods or services
have been received and
payment is due during
the year or soon
thereafter

Funds are custodial in
nature (assets equal
liabilities) and do not
involve measurement of
results of operations
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Government-wide financial statements
The government-wide financial statements report information about the Company as a whole
using accounting methods similar to those used by private-sector companies. The statement of
net position includes all of the Company’s assets and deferred outflows of resources, and its
liabilities and deferred inflows of resources, but excludes fiduciary funds. 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 two government-wide financial statements report the Company’s net position and how it has
changed. Net position – the difference between the Company’s assets and deferred outflows of
resources and liabilities and deferred inflows of resources – is one way to measure the Company’s
financial condition. Over time, increases or decreases in the Company’s net position are an
indicator of whether its financial condition is improving or deteriorating, respectively. To assess
the overall health of the Company, one needs to consider additional non-financial factors such as
changes in the student base of the charter schools, the quality of the education provided and the
safety of the schools.
The government-wide financial statements of the Company are generally divided into three
categories:




Governmental activities – most of the Company’s basic services are included here, such as
instruction and school administration. Funds received through the Florida Education Finance
Program (“FEFP”) and state and federal grants finance most of these activities.
Business-type activities – in certain instances, the Company may charge fees to help it cover
the costs of certain services it provides. The Company currently has no business-type
activities.
Component units – there currently are no component units included within the reporting entity
of the Company.

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


Governmental funds – most of the Company’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 year-end 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 Company’s programs. Because this information does not
encompass the additional long-term focus of the government-wide statements, we provide
additional information on the subsequent page that explains the differences between them.
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Fiduciary funds – The Company is the agent, or fiduciary, for assets that belong to others,
such as student activities funds. The Company is responsible for ensuring that the assets
reported in these funds are used only for their intended purposes and by those to whom the
assets belong. The Company excludes these activities from the government-wide financial
statements because the Company cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE COMPANY AS A WHOLE
Net position
The Company’s combined net position as of June 30, 2016 and 2015 is summarized as follows –
see table below.

Current and other assets
Capital assets, net
Deferred outflows of resources
Total assets and deferred outflows
Current and other liabilities
Long-term liabilities
Deferred inflows of resources
Total liabilities and deferred inflows
Net position:
Net investment in capital assets
Restricted
Unrestricted
Total net position

Governmental Activities
2015
2016
(as restated)
$ 7,326,032
$ 7,550,994
5,698,277
5,599,319
2,141,357
4,775,364

Increase
(Decrease)
3%
-2%
123%

15,165,666

17,925,677

18%

1,961,085
13,077,089
4,090,373

1,724,596
15,617,743
3,264,611

-12%
19%
-20%

19,128,547

20,606,950

8%

839,258
2,404,613
(7,206,752)

1,150,810
2,628,771
(6,460,854)

37%
9%
10%

$ (3,962,881)

$ (2,681,273)

32%

The statement of net position provides the perspective of the Company and its charter schools.
The Company ended its fiscal year with a net position of ($2,681,273) as of June 30, 2016. Net
investment in capital assets, totaling $1,150,810, compares the original cost, less depreciation of
the Company’s capital assets, to long-term debt used to finance the acquisition of those assets.
Restricted net position is reported separately to show legal constraints from debt covenants and
legislation that limit the Company’s ability to use those assets for day-to-day operations. The
($6,460,854) in unrestricted net position of governmental activities represent the accumulated
results of prior years’ operations and the amount of discretionary resources that can be used to
fund the charter schools’ general operations, which includes the implementation of GASB 68 and
GASB 71 in fiscal 2015.
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Current and other assets totaled $7,550,994, most of which represents cash and cash
equivalents. Since the Company maintains cash deposits on a pooled basis for all of its charter
schools, the cash balance increased as a result of an overall operating surplus generated by the
charter schools. Net capital assets decreased due to depreciation exceeding capital asset
additions. Both deferred outflows of resources and deferred inflows of resources are primarily
related to pensions and the adoption of GASB 68 and GASB 71 in fiscal 2015, which changed
due to revaluation of the plans. The current and other liabilities balance reflects a reduction in
both accounts payable and payroll liability obligations associated with the end of the fiscal year.
Long-term liabilities include long-term debt obligations of the system, employee compensated
absences and the net pension liability. The long-term liabilities increase is primarily the result of
the growth in the net pension liability for employees net of reductions in the compensated
absences liability and debt retirement payments as scheduled in the notes to the financial
statements. Federal entitlement funds and prepaid food service revenue are also included in
deferred inflows of resources.
Certain reclassifications were made in the 2015 amounts to conform to their classifications in
fiscal year 2016.
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Change in net position
The Company’s total revenues increased by 4% to $34,604,416, and the total cost of all programs
and services increased by 4% to $33,322,808 – see table below.

Revenues:
Federal sources
State and local sources
Contributions and other revenue
Total revenues
Expenses:
Instruction
Pupil personnel services
Instructional media
Instruction and curriculum development
Instructional staff training
Instruction-related technology
Board
General administration
School administration
Facilities acquisition and construction
Fiscal services
Food services
Central services
Pupil transportation
Operation of plant
Maintenance of plant
Administrative technology services
Community services
Interest
Total expenses
Change in net position

Governmental Activities
2015
2016
(as restated)
$ 4,895,367
$ 5,130,720
26,592,964
27,487,814
1,705,024
1,985,882

Increase
(Decrease)
5%
3%
16%

33,193,355

34,604,416

4%

18,192,412
920,989
236,544
1,141,914
278,507
458,756
110,186
608,017
2,483,933
223,749
384,025
2,195,882
238,661
1,663,333
2,237,151
29,366
389,635
179,909

19,173,256
1,038,037
288,915
1,218,484
277,646
280,236
116,943
689,961
2,533,359
176,149
391,049
2,345,592
224,560
1,702,942
2,206,611
5,504
23,168
476,079
154,317

5%
13%
22%
7%
0%
-39%
6%
13%
2%
-21%
2%
7%
-6%
2%
-1%
100%
-21%
22%
-14%

31,972,969

33,322,808

4%

$ 1,220,386

$ 1,281,608

5%

The majority of the Company’s revenue is provided through the State’s FEFP, State categorical
educational programs and local property taxes (79.4% of the Company’s total governmental
revenues) to fund current operations. The Company received approximately 14.8% of its total
revenues in federal sources – a combination of federal entitlement revenues, National School
Lunch Program and E-rate funding in fiscal 2016. The remaining portion of the Company’s revenue
(5.8%) is the result of contributions and program revenue.
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Instruction and instruction-related activities, representing 66.9% of the Company’s expenses,
were impacted by the enrollment increases and pupil funding changes, and increased
approximately 4.9% in 2016 with expenditure shifts among the instruction-based functional
categories. The remaining cost portion of government-wide activity representing the board,
general and administrative support services, finance, food service, central services,
transportation, operation of plant, community services and debt service accounted for 33.1% of
total costs. These administrative and business functions increased 2.8% compared to last year.
Overall, total governmental revenues exceeded total costs during 2016 resulting in a net position
change of $1,281,608 as a result of ongoing operations.
Certain reclassifications were made in the 2015 amounts to conform to their classifications in
fiscal year 2016.
FINANCIAL ANALYSIS OF THE COMPANY’S FUNDS
As the Company completed the year, its governmental funds reported a combined fund balance
of $5,826,398, which is an increase from the prior year. Both revenues and expenditures
increased overall during fiscal 2016 for the same reasons described above.
General and special revenue fund budgetary highlights
Over the course of the fiscal year, the Company amended its budget to address changes in
revenues and expenditures. The general fund budget amendments were performed primarily to
reflect revised student enrollment and to adjust planned expenditures based on actual resource
needs. To accurately appropriate federal grant funding, the Company maintains a portion of
special revenue funding for redistribution until the schools amend their budget during the fiscal
year.
For the year ended June 30, 2016, actual general fund revenues were approximately $84,000
below the budgeted amounts, which represents an approximate budget variance of less than 1%.
Actual general fund expenditures were approximately $383,000 below the budgeted amounts,
which represents an approximate budget variance of 1%. These small variances are the result of
conservative budgeting and a conscious effort to manage spending across the functional
expenditure areas.
For the year ended June 30, 2016, actual special revenue fund revenues were approximately
$214,000 below the budgeted amounts, which represents a 4% budget variance. Actual special
revenue fund expenditures were approximately $250,000 below budgeted amounts, which
represents a 5% budget variance. These variances were due to less federal funds expended
than planned.
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital assets
At the end of fiscal 2016, the Company had invested $12,119,107 in a broad range of capital
assets, including land, improvements, buildings, computers, motor vehicles, software and other
electronic equipment (see table below).

Governmental Activities
2015
2016
Land
Improvements other than buildings
Buildings
Furniture, fixtures and equipment
Construction in progress
Motor vehicles
Computer software
Total capital assets

$

707,882
369,345
4,406,080
3,714,735
1,752,356
596,557

$ 11,546,955

$

Increase
(Decrease)

707,882
492,600
4,419,030
4,102,243
35,320
1,765,356
596,676

0%
33%
0%
10%
100%
1%
0%

$ 12,119,107

5%

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








Computers and computer equipment - $177,568
Athletic fields and land improvements - $123,255
Furniture and classroom equipment - $101,510
Projects and interactive boards - $40,689
Facility maintenance equipment - $36,293
STEM classroom (construction in progress) - $32,890
Bus - $13,000

The Company’s fiscal year 2017 capital budget does not include significant spending related to
capital projects. More detailed information about the Company’s capital assets is presented in
Note 3 to the financial statements.
Long-term debt
As of June 30, 2016, the Company had $4,448,509 in borrowings outstanding, as compared to
$4,859,019 in the prior year. The decrease in long-term debt is primarily due to principal
payments made on the outstanding notes payable. Interest expense related to these borrowings
totaled $154,317 for the year ended June 30, 2016. More detailed information about the
Company’s long-term debt is presented in Note 4 to the financial statements.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGET
The following economic indicators were taken into account when adopting the general fund
budget for fiscal year 2017:




State educational funding per pupil
Cost of goods and services
Competitive employee compensation

Amounts available for appropriation in the general fund are $29,465,043, an increase of 1% from
the actual 2016 amount of $29,145,850. One of the most important factors affecting the budget
is the blended student count. The blended count for the 2017 fiscal year is 50 percent of the
October 2016 and February 2017 student counts. The 2017 budget adopted in June 2016 is
based on an increase of 16 students over the actual blended count recorded in 2016. The
projected additional students and flat state funding per pupil in 2017 is greater than the elimination
of nonrecurring revenue, donations and program revenues to account for the increase in the
Company’s operating revenue. The Company has incorporated in the new budget cycle a distinct
and limited state appropriation to facilitate the preparation of teachers and students for
competencies in the academic areas of STEM (Science, Technology, Engineering and
Mathematics).
Budgeted general fund expenditures are expected to increase to $29,465,043, or about 2%, from
the fiscal 2016 actual figure of $28,896,661. The Company is integrating the new STEM programs
within the charter schools as part of the fiscal 2017 budget along with existing instructional
programs aligned to anticipated student enrollment and the elimination of one-time expenditures.
If these estimates are realized, the Company’s general fund balance is expected to remain the
same by the close of fiscal 2017.
CONTACTING THE COMPANY’S FINANCIAL MANAGEMENT
This financial report is designed to provide interested parties with a general overview of the
Company’s finances and to demonstrate the Company’s accountability for the money it receives.
Should additional information be required, please contact the Company’s administrative offices at
130 East Central Avenue, Lake Wales, Florida 33853.
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Independent Auditor’s Report on Basic
Financial Statements and Supplementary Information
To the Board of Trustees of Lake Wales Charter Schools, Inc.
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities,
each major fund and the aggregate remaining fund information of Lake Wales Charter
Schools, Inc. (the “Company”) as of and for the year ended June 30, 2016, and the related
notes to the financial statements, which collectively comprise the Company’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.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’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 accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.
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To the Board of Trustees of Lake Wales Charter Schools, Inc.
Page 2

Opinions
In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund
and the aggregate remaining fund information of Lake Wales Charter Schools, Inc. as of
June 30, 2016, 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 – 9, the budgetary comparison
information on pages 39 – 40 and the pension information on pages 41 – 42 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 to 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 Company’s basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, 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 whole.
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To the Board of Trustees of Lake Wales Charter Schools, Inc.
Page 3
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated
September 22, 2016 on our consideration of the Company’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 control 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 Company’s internal
control over financial reporting and compliance.

Winter Park, Florida
September 22, 2016

1560 Orange Avenue, Suite 600, Winter Park, Florida 32789 | 407.998.9000 | Fax 407.998.9010
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LAKE WALES CHARTER SCHOOLS, INC.
STATEMENT OF NET POSITION
JUNE 30, 2016
Governmental
Activities
ASSETS
Cash and cash equivalents
Restricted cash
Accounts receivable
Prepaid expenses and other current assets
Capital assets:
Land
Improvements other than buildings
Buildings
Furniture, fixtures and equipment
Construction in progress
Motor vehicles
Computer software
Less accumulated depreciation
Total capital assets, net
Total assets

$

4,527,137
2,004,666
740,591
278,600
707,882
492,600
4,419,030
4,102,243
35,320
1,765,356
596,676
(6,519,788)
5,599,319
13,150,313

DEFERRED OUTFLOWS OF RESOURCES
Pension related deferred outflows of resources
Total assets and deferred outflows of resources
LIABILITIES
Accounts payable and accrued expenses
Unearned revenue
Long-term liabilities:
Portion due or payable within one year:
Compensated absences payable
Notes payable
Portion due or payable after one year:
Notes payable
Net pension liability
Total liabilities

4,775,364
$

17,925,677

$

1,715,897
8,699

622,273
427,007
4,021,502
10,546,961
17,342,339

DEFERRED INFLOWS OF RESOURCES
Pension related deferred inflows of resources

3,264,611

NET POSITION
Net investment in capital assets
Restricted for:
Food service
Certificate of deposit serving as collateral for note payable
Unrestricted
Total net position
Total liabilities, deferred inflows of resources and net position

1,150,810
624,105
2,004,666
(6,460,854)
(2,681,273)
$

17,925,677

The accompanying notes to financial statements are an integral part of this statement.
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LAKE WALES CHARTER SCHOOLS, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Expenses
Governmental activities:
Instruction
Pupil personnel services
Instructional media
Instruction and curriculum development
Instructional staff training
Instruction-related technology
Board
General administration
School administration
Facilities acquisition and construction
Fiscal services
Food services
Central services
Pupil transportation
Operation of plant
Maintenance of plant
Administrative technology services
Community services
Interest
Total primary government

$ 19,173,256
1,038,037
288,915
1,218,484
277,646
280,236
116,943
689,961
2,533,359
176,149
391,049
2,345,592
224,560
1,702,942
2,206,611
5,504
23,168
476,079
154,317
$ 33,322,808

Program Revenues
Operating
Capital
Charges for
Grants and
Grants and
Services
Contributions
Contributions
$

$

527,348
290,566
7,231
825,145

$ 1,173,909
208,221
1,099,283
41,083
104,862
34,250
2,344,073
4,511
41,390
$ 5,051,582

General revenues:
Federal sources
State and local sources
Contributions and other revenue
Total general revenues
Change in net position
Net position at beginning of year, as previously reported
Reclassification adjustment (see Note 1)
Net position at beginning of year, as restated
Net position at end of year

$

$

-

Net (Expense) Revenue and
Changes in Net Position
Governmental
Activities

Total

$ (17,471,999)
(829,816)
(288,915)
(119,201)
(236,563)
(280,236)
(116,943)
(585,099)
(2,499,109)
(176,149)
(391,049)
289,047
(224,560)
(1,691,200)
(2,206,611)
(5,504)
(23,168)
(434,689)
(154,317)
(27,446,081)

$ (17,471,999)
(829,816)
(288,915)
(119,201)
(236,563)
(280,236)
(116,943)
(585,099)
(2,499,109)
(176,149)
(391,049)
289,047
(224,560)
(1,691,200)
(2,206,611)
(5,504)
(23,168)
(434,689)
(154,317)
(27,446,081)

79,138
27,487,814
1,160,737
28,727,689
1,281,608
(3,682,896)
(279,985)
(3,962,881)
$ (2,681,273)

79,138
27,487,814
1,160,737
28,727,689
1,281,608
(3,682,896)
(279,985)
(3,962,881)
$ (2,681,273)

The accompanying notes to financial statements are an integral part of this statement.
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LAKE WALES CHARTER SCHOOLS, INC.
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2016
Special
Revenue
Fund

General
Fund
ASSETS
Cash and cash equivalents
Restricted cash
Accounts receivable
Prepaid expenditures and other current assets
Total assets
LIABILITIES
Accounts payable and accrued expenditures
Unearned revenue
Total liabilities

$ 4,258,990
2,004,666
281,076
278,600

$

268,147
459,515
-

$

4,527,137
2,004,666
740,591
278,600

$ 6,823,332

$

727,662

$

7,550,994

$ 1,621,039
-

$

94,858
8,699

$

1,715,897
8,699

1,621,039

FUND BALANCES
Nonspendable:
Prepaid expenditures and other current assets
Restricted for:
Food service
Certificate of deposit serving as collateral for
note payable
Committed to:
Performance/merit pay supplement program
Unassigned

103,557

278,600

278,600

624,105

624,105

2,004,666

-

2,004,666

74,630
2,844,397

-

74,630
2,844,397

5,202,293

Total liabilities and fund balances

1,724,596

-

-

Total fund balances

Total
Governmental
Funds

$ 6,823,332

624,105
$

727,662

5,826,398
$

7,550,994

The accompanying notes to financial statements are an integral part of this statement.
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LAKE WALES CHARTER SCHOOLS, INC.
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
JUNE 30, 2016

Total fund balances - governmental funds

$

5,826,398

Amounts reported for governmental activities in the statement of net position
are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported as assets in the
governmental funds. The cost of the assets is $12,119,107,
and the accumulated depreciation is $6,519,788.

5,599,319

Amounts accrued for compensated absences are not due and
payable in the current period and, therefore, are not reported
as liabilities in the governmental funds.

(622,273)

The following pension related balances do not use current resources or
are not due and payable in the current period and, therefore, are not
reported in the governmental funds:
Pension related deferred outflows of resources
Net pension liability
Pension related deferred inflows of resources

4,775,364
(10,546,961)
(3,264,611)

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

(4,448,509)

Total net position - governmental activities

$

(2,681,273)

The accompanying notes to financial statements are an integral part of this statement.
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LAKE WALES CHARTER SCHOOLS, INC.
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2016
Special
Revenue
Fund

General
Fund
REVENUES
Federal sources
State and local sources
Contributions and other revenue
Total revenues
EXPENDITURES
Current:
Instruction
Pupil personnel services
Instructional media
Instruction and curriculum development
Instructional staff training
Instruction-related technology
Board
General administration
School administration
Facilities acquisition and construction
Fiscal services
Food services
Central services
Pupil transportation
Operation of plant
Maintenance of plant
Administrative technology services
Community services
Debt service:
Principal
Interest
Capital outlay
Total expenditures
Net changes in fund balances
Fund balances at beginning of year
as previously reported
Reclassification adjustment (see Note 1)
Fund balances at beginning of year, as restated
Fund balances at end of year

$

$

27,450,534
1,695,316
29,145,850

$

5,130,720
37,280
290,566
5,458,566

Total
Governmental
Funds
$

5,130,720
27,487,814
1,985,882
34,604,416

18,064,624
827,735
286,535
122,114
240,459
264,489
116,943
482,759
2,686,102
11,648
390,920
229,114
1,473,213
2,180,258
5,274
21,150
429,310

1,173,909
208,221
1,099,283
41,083
213,185
34,250
17,246
2,324,199
4,511
41,390

19,238,533
1,035,956
286,535
1,221,397
281,542
264,489
116,943
695,944
2,720,352
11,648
408,166
2,324,199
229,114
1,477,724
2,180,258
5,274
21,150
470,700

410,510
154,317
499,187
28,896,661
249,189

79,138
5,236,415
222,151

410,510
154,317
578,325
34,133,076
471,340

5,233,089
(279,985)
4,953,104
5,202,293

$

401,954
401,954
624,105

$

5,635,043
(279,985)
5,355,058
5,826,398

The accompanying notes to financial statements are an integral part of this statement.
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LAKE WALES CHARTER SCHOOLS, INC.
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016
Net changes in fund balances - total governmental funds

$

471,340

Amounts reported for governmental activities in the statement of activities
are different because:
Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives and reported as depreciation
expense. This is the amount by which depreciation expense ($676,402)
exceeds capital outlays ($578,325) in the current period.

(98,077)

The loss on the disposal of capital assets is reported in the statement
of activities, whereas nothing is reported in the governmental funds
as there were no proceeds.

(881)

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

148,985

Pension income or expense resulting from GASB 68 included in the
statement of activities does not provide or require the use of current
financial resources and, therefore, is not reported as a net change in
fund balances in the governmental funds.

349,731

Repayments of long-term liabilities are reported as expenditures in the
governmental funds because they require the use of current financial
resources. They are reported as a reduction in long-term liabilities in
the statement of net position. This amount represents the current year
repayment of principal on long-term debt.

410,510

Change in net position of governmental activities

$

1,281,608

The accompanying notes to financial statements are an integral part of this statement.
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LAKE WALES CHARTER SCHOOLS, INC.
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
JUNE 30, 2016

Agency
Fund
ASSETS
Cash and cash equivalents
Prepaid expenditures and other current assets

$

297,409
1,660

$

299,069

LIABILITIES
Due to student groups

$

299,069

Total liabilities

$

299,069

Total assets

The accompanying notes to financial statements are an integral part of this statement.
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LAKE WALES CHARTER SCHOOLS, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016
1

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization
Lake Wales Charter Schools, Inc. (the “Company”) is a not-for-profit corporation organized pursuant
to Chapter 617, Florida Statutes, the Florida Not For Profit Corporation Act and Section 1002.33,
Florida Statutes. The Company operates a system of six public charter schools in the Lake Wales,
Florida area (Dale R. Fair Babson Park Elementary School, Edward W. Bok Academy, Hillcrest
Elementary School, Janie Howard Wilson Elementary School, Lake Wales High School and Polk
Avenue Elementary School) (collectively, the “Charter Schools”). The Company provides certain
management and administrative services to the Charter Schools through a Central Administrative
Office. The governing body of the Company is the not-for-profit corporation Board of Trustees, which
is composed of no less than three and no more than nine members. Effective July 1, 2004, the
Charter Schools (except Edward W. Bok Academy) converted from traditional public schools to
public charter schools. Edward W. Bok Academy (the “Academy”) commenced formal operations
on July 1, 2008. Effective July 1, 2011, the Company became its own local educational agency
(“LEA”).
The general operating authority of the Charter Schools is contained in Section 1002.33, Florida
Statutes. The Charter Schools operate under charters of the sponsoring school district, the District
School Board of Polk County, Florida (the “School Board”). The current charters are effective until
the following dates:
School

Date

Janie Howard Wilson Elementary School, Lake Wales
High School and Polk Avenue Elementary School
Edward W. Bok Academy
Dale R. Fair Babson Park Elementary School and
Hillcrest Elementary School

June 30, 2023
June 30, 2027
June 30, 2028

The charters may be renewed by mutual written agreement between the Charter Schools and the
School Board. At the end of the term of the charters, the School Board may choose not to renew
the respective charters under grounds specified in the respective charter agreements. In this case,
the School Board is required to notify the Charter Schools in writing at least 90 days prior to the
charters’ expiration. During the term of the charters, the School Board may also terminate the
charters if good cause is shown. In the event of termination of the charters, any property purchased
by the Charter Schools with public funds and any unencumbered public funds, except capital outlay
funds, revert back to the School Board. Any unencumbered capital outlay funds revert back to the
Florida Department of Education to be redistributed among eligible charter schools.
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The Charter Schools are considered component units of the School Board and meet the definition
of governmental entities under the Governmental Accounting Standards Board (“GASB”) accounting
guidance; therefore, for financial reporting purposes, the Charter Schools are required to follow
generally accepted accounting principles applicable to state and local governmental units. The
Company has also elected this same form of financial reporting. The Company is not considered a
component unit of the School Board since it became its own LEA.
Criteria for determining if other entities are potential component units of the Company which should
be reported with the Company’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 Company is
financially accountable and other organizations for which the nature and significance of their
relationship with the Company are such that exclusion would cause the Company’s basic financial
statements to be misleading or incomplete. Based on these criteria, no component units are included
within the reporting entity of the Company.
Basis of presentation
The Company’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 Company as a whole using
accounting methods similar to those used by private-sector companies. The statement of net
position includes all of the Company’s assets and deferred outflows of resources, and its liabilities
and deferred inflows of resources, but excludes fiduciary funds. 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 Company are generally divided into three
categories:




Governmental activities – most of the Company’s basic services are included here, such as
instruction and school administration. Funds received through the Florida Education Finance
Program (“FEFP”) and state and federal grants finance most of these activities.
Business-type activities – in certain instances, the Company may charge fees to help it cover
the costs of certain services it provides. The Company currently has no business-type
activities.
Component units – there currently are no component units included within the reporting entity
of the Company.

The fund financial statements provide more detailed information about the Company’s most
significant funds, not the Company as a whole. A fund is an accounting entity having a selfbalancing set of accounts for recording assets, deferred outflows of resources, liabilities, deferred
inflows of resources, fund balance, revenues, expenditures, and other financing sources and uses.
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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:
 General Fund – to account for all financial resources not required to be accounted for in another
fund.
 Special Revenue Fund – to account for the proceeds of specific revenue sources and federal
grants that are restricted by law or administrative action to expenditure for specific purposes.
For purposes of these statements, the general and special revenue funds constitute major funds.
There are no other governmental funds.
Fiduciary Fund:
 Agency Fund – to account for school internal funds, which are established to record the receipts
and disbursements of various school activities administered for the general welfare of the
students and completion of certain planned objectives and special programs of school groups.
The Company retains no equity interest in these funds. Agency funds are custodial in nature
(assets equal liabilities) and do not involve measurement of results of operations.
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 period or soon enough
thereafter to pay current liabilities. The Company considers revenues to be available if they are
collected within sixty days of the end of the fiscal year. Under the modified accrual 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.
expenditures were controlled at the fund level.
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Deposits and investments
During the year ended June 30, 2016, the Company maintained cash deposits on a pooled basis for
all of the Charter Schools. Cash deposits are generally held by banks qualified as public depositories
under Florida law. All deposits held by qualified public depositories are insured by federal depository
insurance and collateralized with securities held in Florida’s multiple financial institution collateral
pool as required by Chapter 280, Florida Statutes. The Company’s cash consists primarily of
demand deposits with financial institutions.
The Company’s restricted cash consists of a certificate of deposit with a financial institution, which
serves as collateral for the mortgage note payable described in Note 4. This certificate of deposit is
held by a qualified public depository, insured by federal depository insurance and collateralized with
securities held in Florida’s multiple financial institution collateral pool as required by Chapter 280,
Florida Statutes.
Capital assets and depreciation
Expenditures for capital assets acquired for general Company purposes are reported in the
governmental fund that financed the acquisition. Purchased capital assets are reported at cost, net
of accumulated depreciation, in the government-wide financial statements. Donated assets are
recorded at fair value at the date of donation. Depreciation is computed using the straight-line
method over the estimated useful lives of the assets, which range as follows:
Years
Improvements other than buildings
Buildings
Furniture, fixtures and equipment
Motor vehicles
Computer software

5 - 20
30
3-7
3-7
3

Information relative to changes in capital assets is described in Note 3.
Long-term debt
Long-term obligations that will be financed by resources to be received in the future by the general
fund are reported in the government-wide financial statements, not in the general fund. Information
relative to changes in long-term debt is described in Note 4.
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Compensated absences
Compensated absences (i.e. paid absences for employee vacation leave and sick leave) are
recorded as expenditures in the governmental funds when leave is used or when accrued as payable
to employees entitled to cash payment in lieu of taking leave. In the government-wide financial
statements, compensated absences are recorded as expenses when earned by the employees. The
liability for compensated absences is classified as a long-term liability that is due within one year in
the government-wide financial statements because the amount of vacation and sick time to be used
after the following year cannot be reasonably estimated.
Revenue sources
Revenues for current operations are received primarily from the School Board pursuant to the
funding provisions included in the Charter Schools’ charters. As such, the Charter Schools’ revenue
streams are 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 charters and Section 1002.33(18), Florida Statutes, the Charter Schools
report the number of full-time equivalent students and related data to the School Board.
Under the provisions of Section 1011.62, Florida Statutes, the School Board reports the number of
full-time equivalent students and related data to the FDOE for funding through the FEFP. Funding
for the Charter Schools 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 Charter
Schools during the designated full-time equivalent student survey periods. The School Board
receives a 5% administrative fee from the Charter Schools, 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. This administrative
fee is calculated on the FEFP revenue up to 500 students within the system. The difference between
the actual fee and the fee as calculated on total FEFP revenue is restricted for instructional and
administrative purposes, as well as for capital outlay expenditures.
The Company 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 Academy is eligible for charter school capital outlay funding. The amounts received under this
program are based on the Academy’s actual and projected student enrollment during the fiscal year.
Funds received under this program may only be used for lawful capital outlay expenditures and, as
such, any unexpended amounts are reflected as restricted net assets and restricted fund balance in
the accompanying statement of net position and balance sheet – governmental funds.
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Income taxes
The Company 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.
The Company has adopted guidance related to accounting for uncertainty in income taxes, which
prescribes a recognition threshold and measurement attribute for financial statement recognition
and measurement of a tax position that an entity takes or expects to take in a tax return. This
guidance is applicable to not-for-profit organizations that may be conducting unrelated business
activities, which are potentially subject to income taxes, including state income taxes.
The Company assesses its income tax positions, including its continuing tax status as a not-forprofit entity, and recognizes tax benefits only to the extent that the Company believes it is “more
likely than not” that its tax positions will be sustained upon an examination by the Internal Revenue
Service (“IRS”) or the applicable state taxing authority. Accordingly, there is no provision for
federal income taxes in the Company’s financial statements, as the Company believes all tax
positions, including its continuing status as a not-for-profit entity, have a greater than 50% chance
of realization in the event of an IRS audit. State income taxes, which may be due in certain
jurisdictions, have been assessed following the same “more likely than not” measurement
threshold. With few exceptions, the Company is no longer subject to U.S. federal, state and local
income tax examinations by tax authorities for years before 2012.
Fund balance spending policy
The Company has adopted guidance issued by the GASB that establishes fund balance
classifications that comprise a hierarchy based primarily on the extent to which an entity is bound
to observe constraints imposed upon the use of the resources reported in governmental funds.
The Company’s adopted spending policy is to spend from restricted fund balance first, followed
by committed, assigned, then the unassigned fund balance. The Board of Trustees reviews the
amounts in the fund balances in conjunction with the annual budget approval and makes
adjustments as necessary to meet expected cash flow needs. Most funds were designated for
one purpose at the time of their creation. Therefore, expenditures made out of the fund will be
allocated to the applicable fund balance classifications in the order of the aforementioned
spending policy. If expenditures are incurred that meet the purpose of more than one fund, they
will be allocated to restricted fund balance first and then follow the order above. Funds can only
be committed by formal action of the Board of Trustees. The Board of Trustees has delegated
authority to assign funds to the Superintendent and Chief Financial Officer of the Company.
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The Charter Schools are individually required by the School Board to maintain an unassigned
general fund balance equal to at least 3% of general fund revenues. The Company has an
internal fund balance policy to maintain an unassigned general fund balance equal to not less
than 10% of budgeted general fund revenues as of June 30th of each year for the Charter Schools
as a whole. In addition, the Company’s internal fund balance policy requires that each charter
school maintain an unassigned general fund balance equal to a minimum of 5% of budgeted
general fund revenues - 3% to meet the School Board’s requirement and 2% to provide for
sufficient cash flow for fiscal stability. There are no minimum fund balance requirements for any
of the Company’s other funds.
Use of estimates
In preparing the financial statements, management is required to make estimates and
assumptions that affect the reported amounts of assets, deferred outflows of resources, liabilities
and deferred inflows of resources as of the date of the balance sheet and affect revenues and
expenditures for the period presented. Actual results could differ significantly from those
estimates.
Subsequent events
The Company has evaluated subsequent events through September 22, 2016, the date these
financial statements were available to be issued.
Reclassifications
During the year ended June 30, 2016, the Company revised the accounting and reporting for its
internal funds to remove them from the General Fund and include them in an Agency Fund. This
accounting more appropriately reflects the custodial nature of the school internal funds. The
reclassification adjustment included in the accompanying financial statements represents the
beginning balance of the school internal funds.
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2

ACCOUNTS RECEIVABLE

Accounts receivable included in the accompanying financial statements include $740,591 in funds
receivable from the Lake Wales Charter Schools Foundation and from federal and state agencies
under various grants, as follows:
Title I Grants to Local Educational Agencies
E-Rate Program
Special Education – Grants to States (IDEA, Part B)
Lake Wales Charter Schools Foundation
Summer Food Service Program
Title III, English Language Acquisition State Grant
Capital Outlay
Advancing Wellness and Resilience Education
(AWARE) Grant
Title X, Education for Homeless Children and Youth
Title V, Higher Education Institutional Aid Grant
Title I, School Improvement Grant
Reserve Officer Training Corps (ROTC)
Career and Technical Education – Basic Grants to
States (Perkins IV)
Title II, Improving Teacher Quality State Grant
Other
Total

$

243,308
200,571
144,691
58,697
16,834
10,611
10,128
9,173
7,872
7,800
5,823
5,557
3,986
1,810
13,730

$

740,591

Based on collectibility of funds from these sources, the Company believes that an allowance for
doubtful accounts is not considered necessary.
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3

CHANGES IN CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2016 was as follows:
Beginning
Balance
Governmental activities:
Capital assets not being depreciated:
Land
Construction in progress
Total capital assets not being
depreciated at historical cost
Other capital assets:
Improvements other than buildings
Buildings
Furniture, fixtures and equipment
Motor vehicles
Computer software
Total other capital assets at
historical cost
Less accumulated depreciation for:
Improvements other than buildings
Buildings
Furniture, fixtures and equipment
Motor vehicles
Computer software
Total accumulated depreciation
Other capital assets, net
Governmental activities capital assets, net

$

707,882
-

Increases

$

35,320

Ending
Balance

Decreases

$

-

$

707,882
35,320

707,882

35,320

-

369,345
4,406,080
3,714,735
1,752,356
596,557

123,255
12,950
392,800
13,000
1,000

(5,292)
(881)

492,600
4,419,030
4,102,243
1,765,356
596,676

10,839,073

543,005

(6,173)

11,375,905

(39,724)
(956,592)
(3,374,859)
(904,400)
(573,103)

(43,121)
(132,837)
(219,296)
(265,126)
(16,022)

5,292
-

(82,845)
(1,089,429)
(3,588,863)
(1,169,526)
(589,125)

(5,848,678)

(676,402)

5,292

(6,519,788)

4,990,395

(133,397)

$ 5,698,277
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$

(98,077)

$

743,202

(881)

4,856,117

(881)

$ 5,599,319
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Depreciation expense was charged to functions as follows:
Governmental activities:
Instruction
Pupil personnel services
Instructional media
Instruction and curriculum development
Instructional staff training
Instruction-related technology
General administration
School administration
Facilities acquisition and construction
Fiscal services
Food services
Central services
Pupil transportation
Operation of plant
Maintenance of plant
Administrative technology services
Community services
Total governmental activities depreciation expense

4

$

200,771
419
252
2,053
654
15,747
476
9,046
164,501
364
21,121
920
220,373
32,078
230
2,018
5,379

$

676,402

$

3,707,076

LONG-TERM DEBT

Long-term debt consists of the following as of June 30, 2016:
Mortgage note payable to a financial institution; principal and interest of
$23,500 due monthly at 2.95%; interest rate will be adjusted in 2024 and
2029 to the FHLB 7 year Principal Reducing Credit (“PRC”) rate plus
1.13%; maturity date of April 2033; secured by a first mortgage on the
Edward W. Bok Academy school facility; all furniture, fixtures and
equipment of the Company and the Charter Schools; and a $2,000,000
certificate of deposit.
Note payable to a finance company; principal and interest of $21,006
due monthly at 5.45%; maturity date of August 2018; secured by sixteen
school buses.

514,033

Mortgage note payable to a financial institution; principal and interest of
$2,557 due monthly at 3.82% with a balloon payment due at maturity;
maturity date of March 2025; secured by a first mortgage on the central
administration building and related furniture, fixtures and equipment.

227,400

Total long-term debt
Less amount due or payable within one year
Amount due or payable after one year

4,448,509
(427,007 )
$
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In connection with the $3,707,076 mortgage note payable described above, in January 2014, the
Company entered into a Memorandum of Agreement with the City of Lake Wales, Florida (the
“Issuer”). Under the agreement, the Issuer declared its intention to issue and sell its City of Lake
Wales – Industrial Development Revenue Bonds, Series 2014 (the “Bonds”) for the purpose of
refinancing the outstanding portion of the mortgage loan dated June 24, 2008 related to the
Edward W. Bok Academy school facility and to pay for costs associated with the issuance of the
Bonds. The Bonds were privately placed with Citizens Bank & Trust (the “Lender”) and do not
constitute a debt, liability or obligation of the Issuer, Polk County, Florida or of the State of Florida
or of any other political subdivision. The Company agreed to pay all fees and expenses of the
Issuer and the Lender in connection with the issuance and sale of the Bonds.
The loan agreement for the $3,707,076 mortgage note payable described above contains certain
covenants with which the Company must comply. As of June 30, 2016, the Company was in
compliance with all restrictive covenants.
Long-term debt activity during the current fiscal year was as follows:
Balance outstanding at beginning of year
Additions
Reductions

$

4,859,019
(410,510 )

Balance outstanding at end of year

$

4,448,509

Amount due within one year

$

427,007

Future debt service requirements related to long-term debt are as follows:

Year ended June 30,
2017
2018
2019
2020
2021
2022 - 2026
2027 - 2031
2032 - 2033

Principal
$

Total

427,007
445,944
251,390
216,149
222,837
1,182,026
1,246,358
456,798

$ 4,448,509

Interest
$

Total

137,740
118,803
103,301
96,531
89,843
342,258
163,642
12,042

$

564,747
564,747
354,691
312,680
312,680
1,524,284
1,410,000
468,840

$ 1,064,160

$

5,512,669

Interest paid during the year ended June 30, 2016 totaled approximately $154,000.

30

LAKE WALES CHARTER SCHOOLS, INC.
NOTES TO FINANCIAL STATEMENTS
(continued)

5

SCHEDULE OF STATE AND LOCAL REVENUE SOURCES

The following is a schedule of state and local revenue sources and amounts:
District School Board of Polk County, Florida:
Florida Education Finance Program
Class size reduction
Supplemental academic instruction
Discretionary millage funds
Discretionary tax equalization funds
ESE guaranteed allocation
Transportation
Instructional materials
School recognition
Best and brightest
Advance placement bonus
Capital outlay
Safe schools
Digital classroom allocation
Teacher lead pay
National School Lunch Program state match allocation
Career and professional education bonus
Other state revenue
Total

$ 17,629,516
4,466,057
941,711
892,433
869,708
797,276
760,066
329,928
238,048
99,075
95,482
95,237
80,728
73,167
61,832
37,280
19,526
744
$ 27,487,814

The administration fee paid to the School Board during the year ended June 30, 2016 totaled
approximately $162,000, 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.
6

RISK MANAGEMENT PROGRAM

Workers’ compensation coverage, health and hospitalization, general liability, professional liability
and property coverages are being provided through purchased commercial insurance with
minimum deductibles for each line of coverage. Settled claims resulting from these risks have
not historically exceeded commercial coverage.

31

LAKE WALES CHARTER SCHOOLS, INC.
NOTES TO FINANCIAL STATEMENTS
(continued)

7

COMMITMENTS AND CONTINGENT LIABILITIES

Grants
The Company 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
Company 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,
2016 may be impaired.
In the opinion of the Company, there are no significant contingent liabilities relating to compliance
with the rules and regulations governing the respective grants; therefore, no provision has been
recorded in the accompanying financial statements for such contingencies.
Legal matters
In the normal course of conducting its operations, the Company 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.
Operating lease commitments
The Company leases several buses and portable classrooms under non-cancelable operating
leases for purposes of providing transportation and instruction services. The leases require the
Company to pay insurance and other costs. One bus lease expired in August 2015 and was not
renewed, another bus lease expires in July 2019, and the portable classrooms lease expires in
August 2017.
The Company leases certain equipment from unrelated parties under non-cancelable operating
leases. These leases contain varying renewal options with the last lease expiring August 2018.
The leases are collateralized by the equipment purchased with the leases.
Aggregate remaining minimum rental commitments as of June 30, 2016 under these leases are
summarized as follows:
Year Ending June 30,

Amount

2017
2018
2019

$

189,840
163,660
16,404

Total

$

369,904
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Lease payments were approximately $178,000 for the year ended June 30, 2016. Of this amount,
approximately $139,000 is included in pupil transportation and approximately $39,000 is included in
operation of plant in the accompanying financial statements.
Other commitments
During fiscal 2016, the Academy signed a construction contract for facility renovations for
classroom space at the Academy with $88,000 remaining to be paid on the uncompleted project
as of June 30, 2016. Funding for this contract is being provided by the Lake Wales Charter
Schools Foundation.
8

PENSION PLANS

Pension plan descriptions
The Florida Department of Management Services, Division of Retirement (“Division”), is part of
the primary government of the State of Florida and is responsible for administering the Florida
Retirement System Pension Plan and Other State-Administered Systems (“System”). The
Company participates in two defined benefit plans administered by the Division. The Division
issued a publicly-available, audited comprehensive annual financial report (“CAFR”) on behalf of
the System that includes financial statements, notes and required supplementary information for
each of the pension plans. Detailed information about the plans is provided in the CAFR which
is available online or by contacting the Division.
The Florida Retirement System (“FRS”) Pension Plan is a cost-sharing, multiple-employer
qualified defined benefit pension plan with a Deferred Retirement Option Program (“DROP”)
available for eligible employees. The FRS was established and is administered in accordance
with Chapter 121, Florida Statutes. The Florida Legislature establishes and amends the
contribution requirements and benefit terms of the FRS Pension Plan. Retirees receive a lifetime
pension benefit with joint and survivor payment options. FRS membership is compulsory for
employees filling regularly established positions in a state agency, county agency, state
university, state community college, or district school board, unless restricted from FRS
membership under sections 121.053 and 121.122, Florida Statutes, or allowed to participate in a
non-integrated defined contribution plan in lieu of FRS membership. Participation by cities,
municipalities, special districts, charter schools and metropolitan planning organizations is
optional.
The Retiree Health Insurance Subsidy (“HIS”) Program is a cost-sharing, multiple-employer
defined benefit pension plan established and administered in accordance with section 112.363,
Florida Statutes. The Florida Legislature establishes and amends the contribution requirements
and benefit terms of the HIS Program. The benefit is a monthly payment to assist retirees of the
state-administered retirement systems in paying their health insurance costs. For the fiscal year
ended June 30, 2015, eligible retirees and beneficiaries received a monthly HIS payment equal
to the number of years of service credited at retirement multiplied by $5. The minimum payment
is $30 and the maximum payment is $150 per month, pursuant to section 112.363, Florida
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Statutes. To be eligible to receive a HIS benefit, a retiree under one of the state-administered
retirement systems must provide proof of eligible health insurance coverage, which may include
Medicare.
Employee contributions required pursuant to section 121.71(3), Florida Statutes, are accounted
for by the FRS as employer-paid employee contributions and are treated as employer
contributions under 26 U.S.C. s. 414(h)(2) allowing these contributions to be deducted on a pretax basis. Pension expense reported by the Company does not include these amounts.
Total employer contributions are determined on a uniform basis (blended rate) as required by Part
III of Chapter 121, Florida Statutes. Employer contributions reflected in the financial statements
represent contributions specific to each defined benefit plan and do not equal total blended
contributions remitted by the employer.
Contribution rates were as follows:

Percent of Gross Salary
Employee
Employer (A)

Class or Plan
Florida Retirement System, Regular
Florida Retirement System, Reemployed Retiree
(A)

3%
(B)

7.26%
(B)

Employer rates include 1.66% for the Retiree Health Insurance Subsidy and 0.04% for
administration of the Florida Retirement System Investment Plan and provision of educational
tools for both plans, and any applicable unfunded actuarial liability rates.

(B)

Contribution rates are dependent upon the retirement class in which reemployed.

Information about the employer’s proportionate share of the collective net pension liability
Assumptions and other inputs
Actuarial assumptions for both cost-sharing defined benefit plans are reviewed annually by the
Florida Retirement System Actuarial Assumptions Conference. The FRS Pension Plan has a
valuation performed annually. The HIS Program has a valuation performed biennially that is
updated for GASB reporting in the year a valuation is not performed. The most recent experience
study for the FRS Pension Plan was completed in 2014 for the period July 1, 2008, through
June 30, 2013. Because the HIS Program is funded on a pay-as-you-go basis, no experience
study has been completed for that program. The actuarial assumptions that determined the total
pension liability for the HIS Program were based on certain results of the most recent experience
study for the FRS Pension Plan.
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The total pension liability for each cost-sharing defined benefit plan was determined using the
individual entry age actuarial cost method. Inflation increases for both plans is assumed at 2.60%.
Payroll growth, including inflation, for both plans is assumed at 3.25%. Both the discount rate
and the long-term expected rate of return used for FRS Pension Plan investments is 7.65%. The
plan’s fiduciary net position was projected to be available to make all projected future benefit
payments of current active and inactive employees. Therefore, the discount rate for calculating
the total pension liability is equal to the long-term expected rate of return.
Because the HIS Program uses a pay-as-you-go funding structure, a municipal bond rate of
3.80% was used to determine the total pension liability for the program (Bond Buyer General
Obligation 20-Bond Municipal Bond Index). Mortality assumptions for both plans were based on
the Generational RP-2000 with Projection Scale BB tables.
The following changes in actuarial assumptions occurred in 2015:




FRS: There were no changes in actuarial assumptions. The inflation rate assumption
remained at 2.60%, the real payroll growth assumption remained at 0.65%, and the overall
payroll growth rate assumption remained at 3.25%. The long-term expected rate of return
remained at 7.65%.
HIS: The municipal rate used to determine total pension liability was decreased from
4.29% to 3.80%.

The following presents the Company’s proportionate share of the net pension liabilities calculated
using the discount rates, as well as what the Company’s proportionate share of the net pension
liabilities would be if they were calculated using discount rates that are 1% lower or 1% higher
than the current rates as of June 30, 2015:

Company's Proportionate Share of FRS Net
Pension Liability

Company's Proportionate Share of HIS Net
Pension Liability

1%
Decrease

Current
Discount
Rate

1% Increase

1%
Decrease

Current
Discount
Rate

1% Increase

6.65%

7.65%

8.65%

2.80%

3.80%

4.80%

$12,855,475

$ 4,961,155

$ (1,179,732)
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The pension plans’ fiduciary net positions
Detailed information about the pension plans’ fiduciary net positions are available in the System’s
separately issued CAFR. The components of the collective net pension liability of the participating
employers for each defined benefit plan for the measurement date of June 30, 2015, are shown
below (in thousands):

FRS
Total pension liability
Plan fiduciary net position
Net pension liability
Plan fiduciary net position as a percentage
of the total pension liability

HIS

$ 161,370,735
(148,454,394)

$

10,249,201
(50,774)

$

$

10,198,427

12,916,341

92%

0.5%

The total pension liability for the FRS Pension Plan was determined by the plan’s actuary and
reported in the plan’s valuation dated July 1, 2015. The fiduciary net position used by the actuary
to determine the net pension liability (as shown above) was determined on the same basis used
by the plan. Update procedures were not used.
The HIS actuarial valuation was prepared as of July 1, 2014, and update procedures were used
to determine liabilities as of July 1, 2015. The fiduciary net position used by the actuary to
determine the net pension liability (as shown above) was determined on the same basis used by
the plan.
Pension liabilities, pension expense, and deferred outflows of resources and deferred inflows of
resources related to pensions
As of June 30, 2016, the Company reported a liability of $10,546,961 for its proportionate share
of the net pension liabilities. The Company’s proportionate share was calculated using accrued
retirement contributions related to the reporting periods included in the System’s fiscal years
ending June 30, 2013, 2014 and 2015, respectively, for employers that were members of the FRS
and HIS during those fiscal years. The proportion calculated based on contributions for each of
the fiscal years was applied to the net pension liability and other pension amounts applicable to
that fiscal year to determine the Company’s proportionate share of the liability, deferred outflows
of resources, deferred inflows of resources and associated pension expense.
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The Company’s proportions are as follows:

FRS
June 30, 2015
June 30, 2014
Change

HIS

0.0384%
0.0381%

0.0548%
0.0548%

0.0003%

0.0000%

In accordance with GASB 68, paragraphs 54 and 71, changes in the Company’s proportionate
share of the net pension liability are recognized in pension expense in the current measurement
period, except as indicated below. For each of the following, a portion is recognized in pension
expense in the current reporting period, and the balance is amortized as deferred outflows or
deferred inflows of resources using a systematic and rational method over a closed period, as
defined below:







Differences between expected and actual experience with regard to economic and
demographic factors – amortized over the average expected remaining service life of all
employees that are provided with pensions through the pension plan (active and inactive
employees).
Changes of assumptions or other inputs – amortized over the average expected remaining
service life of all employees that are provided with pensions through the pension plan
(active and inactive employees).
Changes in proportion and differences between contributions and proportionate share of
contributions – amortized over the average expected remaining service life of all
employees that are provided with pensions through the pension plan (active and inactive
employees).
Differences between expected and actual earnings on pension plan investments –
amortized over five years.

Employer contributions to the pension plans from the Company are not included in collective
pension expense; however, employee contributions are used to reduce pension expense. The
average expected remaining service life of all employees provided with pensions through the
pension plans as of June 30, 2015, was 6.3 years for FRS and 7.2 years for HIS.
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For the year ended June 30, 2016, the Company recognized pension expense of $971,761. As
of June 30, 2016, the Company reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred
Outflows of
Resources
Differences between expected and actual
experience

$

523,751

Changes of assumptions

Deferred
Inflows of
Resources
$

768,745

Net difference between projected and
actual earnings on pension plan
investments
Changes in proportion and differences
between Company contributions and
proportionate share of contributions
Company contributions subsequent to the
measurement date

-

1,750,479

2,932,098

543,382

214,850

1,189,007
$

Total

117,663

4,775,364

$

3,264,611

Deferred outflows of resources related to the Company’s contributions paid subsequent to the
measurement date and prior to the Company’s fiscal year end will be recognized as a reduction
of the net pension liability in the subsequent reporting period. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pension expense will be
recognized as follows:

Reporting period
ended June 30:
2016
2017
2018
2019
2020
Thereafter

$
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(135,371)
(135,371)
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FOR THE YEAR ENDED JUNE 30, 2016

Budgeted Amounts
Original
Final
REVENUES
State and local sources
Contributions and other revenue
Total revenues
EXPENDITURES
Current:
Instruction
Pupil personnel services
Instructional media
Instruction and curriculum development
Instructional staff training
Instruction-related technology
Board
General administration
School administration
Facilities acquisition and construction
Fiscal services
Central services
Pupil transportation
Operation of plant
Maintenance of plant
Administrative technology services
Community services
Debt service:
Principal
Interest
Capital outlay
Total expenditures
Net changes in fund balance
Fund balance at beginning of year, as restated
Fund balance at end of year

Actual
(Budgetary
Basis)

Variance with
Final BudgetPositive
(Negative)

$ 26,401,752
1,424,823

$ 27,339,714
1,889,954

$ 27,450,534
1,695,316

27,826,575

29,229,668

29,145,850

(83,818)

17,224,700
873,826
296,109
131,794
190,706
303,880
141,500
474,766
2,636,821
366,976
250,202
1,417,321
2,172,077
3,500
20,914
391,039

17,645,638
788,528
285,028
153,246
182,750
311,689
142,500
487,074
2,848,501
372,741
221,201
1,476,784
2,266,300
124,784
18,118
452,221

18,064,624
827,735
286,535
122,114
240,459
264,489
116,943
482,759
2,686,102
11,648
390,920
229,114
1,473,213
2,180,258
5,274
21,150
429,310

(418,986)
(39,207)
(1,507)
31,132
(57,709)
47,200
25,557
4,315
162,399
(11,648)
(18,179)
(7,913)
3,571
86,042
119,510
(3,032)
22,911

406,963
157,783
365,698

406,963
157,783
938,050

410,510
154,317
499,187

(3,547)
3,466
438,863

27,826,575

29,279,899

28,896,661

383,238

249,189
4,953,104

299,420
-

4,953,104
$ 4,953,104

(50,231)
4,953,104
$

4,902,873

See independent auditor's report.
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$

5,202,293

$

$

110,820
(194,638)

299,420
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Budgeted Amounts
Original
Final
REVENUES
Federal sources
State and local sources
Contributions and other revenue

$ 4,587,705
258,322

Total revenues

$

5,288,941
383,803

Actual
(Budgetary
Basis)
$

5,130,720
37,280
290,566

Variance with
Final BudgetPositive
(Negative)
$

(158,221)
37,280
(93,237)

4,846,027

5,672,744

5,458,566

(214,178)

1,745,465
128,116
344,902
58,248
97,711
2,369,737
5,936
49,146
-

2,046,899
135,154
422,355
112,926
115,042
46,840
2,529,104
8,436
69,863
-

1,173,909
208,221
1,099,283
41,083
213,185
34,250
17,246
2,324,199
4,511
41,390
79,138

872,990
(73,067)
(676,928)
71,843
(98,143)
12,590
(17,246)
204,905
3,925
28,473
(79,138)

4,799,261

5,486,619

5,236,415

250,204

46,766

186,125

222,151

36,026

401,954

401,954

401,954

-

EXPENDITURES
Current:
Instruction
Pupil personnel services
Instruction and curriculum development
Instructional staff training
General administration
School administration
Fiscal services
Food services
Pupil transportation
Community services
Capital outlay
Total expenditures
Net changes in fund balance
Fund balance at beginning of year
Fund balance at end of year

$

448,720

$

588,079

See independent auditor's report.
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SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY (ASSET)
LAST 10 FISCAL YEARS ENDING JUNE 30
2015

2014

2013

2012

2011

2010

2009

2008

2007

Florida Retirement System (FRS) Pension
Plan
Company's proportion of the net pension
liability (asset)

0.0384%

Company's proportionate share of the net
pension liability (asset)

$

Company's covered-employee payroll

$ 16,873,854

4,961,155

0.0381%
$

2,323,370

Information for the periods prior to the implementation of GASB 68 is unavailable
and will be completed for each year going forward as it becomes available.

$ 16,265,928

Company's proportionate share of the net
pension liability (asset) as a percentage of
its covered-employee payroll

29%

14%

Plan fiduciary net position as a percentage
of the total pension liability (asset)

92%

96%

0.0548%

0.0548%

Retiree Health Insurance Subsidy (HIS)
Program
Company's proportion of the net pension
liability (asset)
Company's proportionate share of the net
pension liability (asset)

$

Company's covered-employee payroll

$ 16,873,854

5,585,800

$

5,123,442

Information for the periods prior to the implementation of GASB 68 is unavailable
and will be completed for each year going forward as it becomes available.

$ 16,265,928

Company's proportionate share of the net
pension liability (asset) as a percentage of
its covered-employee payroll

33%

31%

Plan fiduciary net position as a percentage
of the total pension liability (asset)

1%

1%

See independent auditor's report.
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LAST 10 FISCAL YEARS ENDING JUNE 30
2016

2015

2014

2013

2012

2011

2010

2009

2008

Florida Retirement System (FRS) Pension
Plan
Contractually required contribution

$

Contributions in relation to the contractually
required contribution

899,649

$

899,649

Contribution deficiency (excess)

$

Company's covered-employee payroll

$ 17,563,729

Contributions as a percentage of coveredemployee payroll

-

936,467

$

936,467
$

-

$ 16,873,854

5%

834,089
834,089

$

Information for the periods prior to the implementation of GASB 68 is
unavailable and will be completed for each year going forward as it
becomes available.

-

$ 16,265,928

6%

5%

Retiree Health Insurance Subsidy (HIS)
Program
Contractually required contribution

$

Contributions in relation to the contractually
required contribution

289,358
289,358

Contribution deficiency (excess)

$

Company's covered-employee payroll

$ 17,563,729

Contributions as a percentage of coveredemployee payroll

$

-

2%

209,370

$

209,370
$

-

$ 16,873,854
1%

187,707
187,707

$

-

Information for the periods prior to the implementation of GASB 68 is
unavailable and will be completed for each year going forward as it
becomes available.

$ 16,265,928
1%

See independent auditor's report.
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Federal Grantor /
Pass-Through Grantor /
Program Title

Federal
CFDA
Number

PassThrough
Grantor
Number

Grant
Period

10.553

321

7/1/2015 - 6/30/2016

10.555

300

7/1/2015 - 6/30/2016

1,658,061

10.559

323, 324, 325

7/1/2015 - 6/30/2016

29,744

Expenditures

United States Department of Agriculture / Florida
Department of Agriculture and Consumer
Services / School Breakfast Program

$

572,522

United States Department of Agriculture / Florida
Department of Education / National School
Lunch Program
United States Department of Agriculture / Florida
Department of Education / Summer Food
Service Program for Children
Total Child Nutrition Cluster

2,260,327

United States Department of Education / Florida
Department of Education / Title I Grants to
Local Educational Agencies

84.010

212

7/1/2015 - 6/30/2016

1,349,905

84.010

226

7/1/2015 - 6/30/2016

24,033

United States Department of Education / Florida
Department of Education / Title I Grants to
Local Educational Agencies (School
Improvement Grant)
Total Title I Grants to Local Educational Agencies

1,373,938

United States Department of Agriculture /
Emergency Food Assistance Program
(Food Commodities)

10.569

N/A

7/1/2015 - 6/30/2016

83,747

10.579

N/A

7/1/2015 - 6/30/2016

47,570

84.011

217

7/1/2015 - 6/30/2016

15,108

United States Department of Agriculture / Florida
Department of Education / NSLP Equipment
Assistance Grant
United States Department of Education / Florida
Department of Education / Migrant Education State Grant Program (Title I)

See accompanying note to schedule of expenditures of federal awards.
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Federal Grantor /
Pass-Through Grantor /
Program Title

Federal
CFDA
Number

PassThrough
Grantor
Number

Grant
Period

84.027

263

7/1/2015 - 6/30/2016

742,636

84.048

161

7/1/2015 - 6/30/2016

41,472

84.196

127

7/1/2015 - 6/30/2016

35,961

84.282A

298

7/1/2015 - 7/31/2016

126,034

84.365

102

7/1/2015 - 7/31/2016

53,493

84.367

224

7/1/2015 - 7/31/2016

44,074

93.243

N/A

7/1/2015 - 6/30/2016

41,391

N/A

N/A

7/1/2015 - 6/30/2016

65,505

N/A

N/A

7/1/2015 - 6/30/2016

199,464

Expenditures

United States Department of Education / Florida
Department of Education / Special Education Grants to States (IDEA, Part B)
United States Department of Education / Florida
Department of Education / Career and Technical
Education - Basic Grants to States (Perkins IV)
United States Department of Education / Florida
Department of Education / Education for
Homeless Children and Youth (Title X)
United States Department of Education / Florida
Department of Education / Increasing High
School Graduation Rates (Title V)
United States Department of Education / Florida
Department of Education / English Language
Acquisition State Grants (Title III)
United States Department of Education / Florida
Department of Education / Improving Teacher
Quality State Grants (Title II)
United States Department of Health and Human
Services / Florida Department of Education /
Substance Abuse and Mental Health Services
(AWARE Grant)
United States Department of Defense / Florida
Department of Education / Reserve Officer
Training Corps (ROTC)
United States Department of Education / Office of
Non-Public Education / E-Rate Program Discounted Telecommunications Services
Total Expenditures of Federal Awards

$

See accompanying note to schedule of expenditures of federal awards.
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5,130,720

LAKE WALES CHARTER SCHOOLS, INC.
NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2016
1

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of the Company and is presented on the accrual basis of accounting. The information in this
schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (the Uniform Guidance).
For the year ended June 30, 2016, the Company did not elect to use the 10% de minimis indirect
cost rate.

45

Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board of Trustees of Lake Wales Charter Schools, Inc.
We have audited, in accordance with the 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,
the financial statements of the governmental activities, each major fund and the aggregate
remaining fund information of Lake Wales Charter Schools, Inc. (the “Company”) as of
and for the year ended June 30, 2016, and the related notes to the financial statements,
which collectively comprise the Company’s basic financial statements, and have issued
our report thereon dated September 22, 2016.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the
Company’s internal control over financial reporting (“internal control”) to determine the
audit procedures that are appropriate in the circumstances 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 Company’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Company’s internal control.
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. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those
charged with governance.
Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. However, material weaknesses may exist that have not been
identified.
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To the Board of Trustees of Lake Wales Charter Schools, Inc.
Page 2
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Company’s financial
statements are free from 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 no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.
Purpose of This Report
The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Company’s internal control or on compliance. This report is an integral
part of an audit performed in accordance with Government Auditing Standards in
considering the Company’s internal control and compliance.
Accordingly, this
communication is not suitable for any other purpose.

Winter Park, Florida
September 22, 2016

1560 Orange Avenue, Suite 600, Winter Park, Florida 32789 | 407.998.9000 | Fax 407.998.9010
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Independent Auditor’s Report on Compliance for Each Major Program
and on Internal Control Over Compliance Required by the Uniform Guidance
To the Board of Trustees of Lake Wales Charter Schools, Inc.
Report on Compliance for Each Major Federal Program
We have audited Lake Wales Charter Schools, Inc.’s (the “Company”) compliance with
the types of compliance requirements described in the OMB Compliance Supplement that
could have a direct and material effect on each of the Company’s major federal programs
for the year ended June 30, 2016. The Company’s major federal programs are identified
in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.
Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations and the terms
and conditions of its federal awards applicable to its federal programs.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance for each of the Company’s major
federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (“Uniform Guidance”). Those standards and the
Uniform Guidance require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Company’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 on compliance for
each major federal program. However, our audit does not provide a legal determination
of the Company’s compliance.
Opinion on Each Major Federal Program
In our opinion, the Company complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on
each of its major federal programs for the year ended June 30, 2016.
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To the Board of Trustees of Lake Wales Charter Schools, Inc.
Page 2
Report on Internal Control Over Compliance
Management of the Company is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we considered the Company’s
internal control over compliance with the types of requirements that could have a direct
and material effect on each major federal program to determine the auditing procedures
that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over
compliance in accordance with the Uniform Guidance, 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 Company’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 program on a timely basis. A material
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 corrected, on a timely basis. A significant deficiency
in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance,
yet important enough to merit attention by those charged with governance.
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 material weaknesses or
significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
Purpose of This Report
The purpose of this report on internal control over compliance is solely to describe the
scope of our testing of internal control over compliance and the results of that testing
based on the requirements of the Uniform Guidance. Accordingly, this report is not
suitable for any other purpose.

Winter Park, Florida
September 22, 2016
1560 Orange Avenue, Suite 600, Winter Park, Florida 32789 | 407.998.9000 | Fax 407.998.9010
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LAKE WALES CHARTER SCHOOLS, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2016
Section I - Summary of Auditor’s Results
Financial Statements
Unmodified

Type of auditor’s report issued:
Internal control over financial reporting:
 Material weaknesses identified?
 Significant deficiencies identified that are not considered
to be material weaknesses?
Noncompliance material to financial statements noted?

No
None reported
No

Federal Awards
Internal control over major programs:
 Material weaknesses identified?
 Significant deficiencies identified that are not considered
to be material weaknesses?

No
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 the Uniform Guidance?

No

Identification of major programs:
CFDA Number

Grant Period

10.553
10.555
10.559
84.010
84.010

7/1/2015 – 6/30/2016
7/1/2015 – 6/30/2016
7/1/2015 – 6/30/2016
7/1/2015 – 6/30/2016
7/1/2015 – 6/30/2016

Name of Federal Program
School Breakfast Program
National School Lunch Program
Summer Food Service Program for Children
Title I Grants to Local Educational Agencies
Title I Grants to Local Educational Agencies
(School Improvement Grant)

Dollar threshold used to distinguish between type A and type B
programs:

$750,000

Auditee qualified as a low-risk auditee?

Yes
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LAKE WALES CHARTER SCHOOLS, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(continued)
Section II - Financial Statement Findings
None
Section III - Federal Award Findings and Questioned Costs
None
Section IV - Status of Prior Year Audit Findings
There were no prior year audit findings.
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