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INDEPENDENT AUDITORS’ REPORT

Board of Trustees

Edison State College Collegiate High School
Chatlotte County Campus

Fort Myers, Florida

We have audited the accompanying financial statements of the governmental activities and each major fund of the
Chatlotte County Campus of the Edison State College Collegiate High School (the “School”), as of and for the year
ended June 30, 2011, which collectively comprise the School’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the School’s management. 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
assutrance about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and the significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of the School as of June 30, 2011, and the
respective changes in financial position thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Anditing Standards, we have also issued our report dated September 21, 2011, on our
consideration of the School’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
desctibe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be considered in

assessing the results of our audit.

An independent member of Nexia International
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Boatd of Trustees
Edison State College Collegiate High School

The management’s discussion and analysis on pages 3 through 8 and the budgetary schedules on pages 26 and 27 are
not a required part of the basic financial statements, but are additional information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
additional analysis and are not a required part of the basic financial statements. The introductory and statistical
sections have not been subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

Lareon Allon LLP

LarsonAllen LLP
Fort Myers, Florida
September 21, 2011



MANAGEMENT’S DISCUSSION AND ANALYSIS

The following Management’s Discussion and Analysis (MD&A) provides an overview of the
financial position and activities of Edison State College Collegiate High School (Charter School) for
the year ended June 30, 2011. This discussion has been prepared by management and the
information contained in the MD&A is intended to highlight significant transactions, events, and
conditions and should be considered in conjunction with the Charter School’s financial statements

and notes to financial statements.

The Edison State College Collegiate High School is a division of Edison State College (College). The
Charter School is organized pursuant to Section 1002.33, Florida Statutes and is governed by the
Board of Trustees of the College who are appointed by the Governor of the State of Florida. The
Charter School operates under a charter with the sponsoring school district, Chatlotte County
District School Board (Sponsor). The Charter School commenced operations on July 1, 2009 and is
effective for a term of five (5) years ending on June 30, 2014.

The Charter School is operated by the College and is housed on the Chatlotte Campus. Students
attending the Charter School enjoy full access to all College facilities, activities and services. The
Charter School is designed to provide students of all ability levels an opportunity to graduate with
both a high school diploma and an Associate of Arts (AA) degree. Charter School students enjoy a
college environment along with a vast array of resources provided by the College while also

maintaining the traditional elements of high school life.

The Charter School is recognized as a separate and discrete department in the accounting system of
Edison State College. The State of Florida Auditor General’s Office audit the College’s financial
statements. The College adheres to internal control procedures contained in the Board of Trustees

Rules and the Accounting Manual of the Florida College System.

FINANCIAL HIGHLIGHTS
Key financial highlights for the 2010-11 fiscal year are as follows:

» General revenues total $1,130,794 or 78 percent of all revenues. Program specific revenues
in the form of charges for services, operating grants and contributions, and capital grants
and contributions total $310,727 or 22 percent.

» Expenses total $1,498,980; of which $310,727 of these expenses was offset by program
specific charges and revenue, with the remainder paid from general revenues. Total
expenses exceeded total revenue by $57,459.

» The unreserved fund balance of the General Fund, representing the net current financial
resources available for general appropriation by the Board, total $26,793 at June 30, 2011, or
2 percent of total General Fund expenditures.



OVERVIEW OF FINANCIAL STATEMENTS

The basic financial statements consist of three components:

» Government-wide financial statements.

» Tund financial statements.

» Notes to financial statements.
Government-wide Financial Statements

The government-wide financial statements provide both short-term and long-term information about
the Charter School’s overall financial condition in a manner similar to those of a private-sector
business. The statements include a statement of net assets and a statement of activities that are
designed to provide consolidated financial information about the governmental activities of the
primary government presented on the accrual basis of accounting. The statement of net assets
provides information about the government’s financial position, its assets and liabilities, using an
economic resources measurement focus. The difference between the assets and liabilities, the net
assets, is a measure of the financial health of the Charter School. The statement of activities presents
information about the change in the Charter School’s net assets, the results of operations, during the
fiscal year. An increase or decrease in net assets is an indication of whether the Charter School’s

financial health is improving or deteriorating.

All of the Charter School’s activities and services are reported in the government-wide financial
statements as governmental activities. The Charter School’s governmental activities include
instruction, pupil support services, instructional support services, administrative support services,
facility maintenance, transportation, and food services. Revenues for current operations are received

primarily from the Sponsor pursuant to the funding provisions included in the charter.

Fund Financial Statements

Fund financial statements are one of the components of the basic financial statements. A fund is a
grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Charter School uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements and prudent fiscal management.
Certain funds are established by law while others are created by legal agreements, such as bond
covenants. Fund financial statements provide more detailed information about the Charter School’s
financial activities, focusing on its most significant or “major” funds rather than fund types. This is
in contrast to the entity wide perspective contained in the government-wide statements. All of the

operations of the Charter School are presented in governmental funds only.

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

spendable resources available at the end of the fiscal year.



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

reconciliation of governmental funds to governmental activities.

The governmental funds balance sheet and statement of revenues, expenditures, and changes in fund
balances provide detailed information about the Chatter School’s most significant funds. The

District’s major funds are the General Fund, Capital Fund, and Special Revenue Fund.
The Charter School adopts an annual appropriated budget for its governmental funds.

Fiduciary Funds: Fiduciary funds are used to report assets held in a trustee or fiduciary capacity for

the benefit of external parties, such as student activity funds. Fiduciary funds are not reflected in the
government-wide statements because the resources are not available to support the Charter School’s
own programs. In its fiduciary capacity, the Charter School is responsible for ensuring that the assets

reported in these funds are used only for their intended purposes.

Notes to Financial Statements

The notes provide additional information that is essential for a full understanding of the data

provided in the government-wide and fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of a government’s financial position. The

following is a summary of the Charter School’s net assets as of June 30:

2011 2010

Current Assets $ 198,146 $ 95,362
Cutrent Liabilities $ 182,838 $ 23,527
Non-aurrent Liabilities 11,156 10,224
Total Liabilities 193,994 33,751
Net Assets 4,152 61,611
Total Liabilities and Net Assets $ 198,146 $ 95,362
Net assets consist of:

Restricted for Capital Expenses $ - $ 24,196
Unrestricted 4,152 37,415
Net Assets $ 4,152 $ 61,611

The restricted portion of the net assets represents resources that are subject to restrictions on how
they may be used. The unrestricted net assets may be used to meet the government’s ongoing

obligations to students, employees, and creditors.



The key elements of the changes in the Charter School’s net assets for the fiscal years ended June 30,
2011 and 2010 are as follows:

2011 2010
Program Revenues:

Charges for Services $ 50,362 $ 22,594

Federal through State 129,158 210,114

School Board, Chatlotte County (capital) 117,135 73,154
General Revenues:

School Board, Chatlotte County 1,137,554 583,698
Federal School Lunch Program 4,804 52,319
Other Income 2,508 2,187
Total Revenues 1,441,521 944,066
Funcions/Program Expenses

Instruction 631,386 469,816

Pupil Personnel Services 72,772 75,446

Instructional Staff Training Services 6,421 2,507

Instruction Related Technology 75,375 -

Board of Eduation 310 7,275

School Administration 292,632 173,416

Fadlities Aaquisition and Construction - 48,958

Fadlities Lease 152,816 -

Fiscal Services 10,053 76

Food Services 82,632 34,595

Central Services - 1,228

Pupil Transportation Services 56,721 44,583

Operation of Plant 117,862 14,330
Total Functions/Program Expenses 1,498,980 872,230
Decrease in Net Assets $ (57,459) $ 71,836

The largest revenue source is the funds received by the School District (87 percent). The primary
source of these funds comes from the State of Florida and flows through the School District on
behalf of the Charter School. Revenues from State sources for current operations are primarily
received through the Florida Education Finance Program (FEFP) funding formula. The FEFP
formula utilizes student enrollment data, and is designed to maintain equity in funding across all

Florida school districts including Charter Schools.

Other State revenues that flow through the school district are primarily for acquisition, construction,
leasing and maintenance of educational facilities. These revenues accounted for $117,135 or 8§

percent.
Instructional expenses represent 42 percent of total expenses in the 2010-11 fiscal year.

Capital Assets: The Charter School operates in a furnished building owned by Edison State College
and does not have any capital assets to report in the financial statement that are within capitalization
threshold. See Note 1 for more information. The School makes lease payments for this property.

See Note 10 for more information.
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FINANCIAL ANALYSIS OF THE CHARTERS SCHOOL’S FUNDS
Major Governmental Funds

The General Fund is the chief operating fund of the Charter School. At the end of the current fiscal
year, unreserved fund balance is $26,793.

The Lease Revenue Fund is a special revenue fund with a total fund balance deficit of ($11,485).
This deficit was caused by expenses exceeding revenue received from the FEFP program, all of
which is restricted for the acquisition, construction, leasing, and maintenance of capital assets, in

accordance with Florida Department of Education regulations.

GENERAL FUND BUDGETARY HIGHLIGHTS

During the course of the 2010-11 fiscal year, there were only inter-fund budget amendments to the
Charter School General Fund budget. Budget revisions are due primarily to changes in estimated
State funding levels and corresponding adjustments to planned expenditures to ensure maintenance
of an adequate fund balance. Actual revenues are $1,195,228 or 9 percent less than budgeted

amount. Actual expenditures are $1,216,074 or 7 percent less than budgeted amount.



OTHER MATTERS OF SIGNIFICANCE

The economic position of the Charter School is closely tied to the State of Florida. The Charter
School is expected to continue to maintain its present level of services and improve its financial
health with the enrollment of an additional 100 students in the upcoming year. The initial term of the
Charter School contract is five (5) years ending on June 30, 2014, with the option to renew under the
provision of the charter. The School District may choose not to renew or terminate the charter if the
Charter School fails to meet generally accepted standards of fiscal management. Should the Charter
School end its fiscal year in a deficit for two consecutive years, this may constitute grounds for

termination of the charter.

REQUESTS FOR INFORMATION

Questions concerning information provided in the MD&A, financial statements and notes thereto, or
requests for additional financial information should be addressed to the Vice President, Financial
Services, Edison State College, 8099 College Pkwy, Fort Myers, FL. 33919.



EDISON STATE COLLEGE

COLLEGIATE HIGH SCHOOL - CHARLOTTE CAMPUS

STATEMENT OF NET ASSETS
JUNE 30, 2011

ASSETS

Cash and Cash Equivalents
Accounts Receivable
Due from Other Agencies

TOTAL ASSETS

LIABILITIES
Salaries and Benefits Payable
Payroll Deductions and Withholdings
Accounts Payable

Long-Term Liabilities:
Portion Due After One Year

Total Liabilities

UNRESTRICTED NET ASSETS

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

Governmental
Activities

$ 48,041
818
149,287

$ 198,146

$ 21,727
440
160,671

11,156

193,994

4,152

4,152

$ 198,146




EDISON STATE COLLEGE
COLLEGIATE HIGH SCHOOL - CHARLOTTE CAMPUS
STATEMENT OF ACTIVITIES
FOR HSCAL YEAR ENDED JUNE 30, 2011

Program Revenues

Charges Operating Capital Net (Expense)
for Grants and Grants and Revenue and Changes
Functions/Programs Expenses Services Contributions Contributions In Net Assets
Governmental Activities:
Instruction $ 631,386 $ - $ 99,744 - $ (531,642)
Pupil Personnel Services 72,772 - 360 - (72,412)
Instructional Staff Training Services 6,421 - 2,753 - (3,668)
Instructional Related Technology 75,375 - 32,977 - (42,398)
Board 310 - 310 - -
School Administration 292,632 - 2,282 - (290,350)
Facilities - Lease 152,816 - - 117,135 (35,681)
Fiscal Services 10,053 - - - (10,053)
Food Services 82,632 50,362 4,804 - (27,466)
Pupil Transportation Services 56,721 - - - (56,721)
Operation of Plant 117,862 - - - (117,862)
Total Governmental Activities $ 1,498,980 $ 50,362 $ 143,230 117,135 (1,188,253)
General Revenues:
School Board of Charlotte County - Operating 1,128,286
Other Income 2,508
Total General Revenues 1,130,794
Change in Net Assets (57,459)
Net Assets - Beginning 61,611
Net Assets - Ending $ 4,152
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EDISON STATE COLLEGE

COLLEGIATE HIGH SCHOOL - CHARLOTTE CAMPUS
BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2011

Lease Grant Total
General Revenue Revenue Governmental
Fund Fund Fund Funds

ASSETS
Cash and Cash Equivalents $ - 48,041 $ - $ 48,041
Accounts Receivable 818 - - 818
Due from Other Agencies 114,524 15,020 19,743 149,287
Due from Other Funds - 78,270 - 78,270
TOTAL ASSETS $ 115,342 141,331 $ 19,743 $ 276,416
LIABILITIES AND FUND BALANCES
Liabilities:

Salaries and Benefits Payable $ 21,727 - $ - $ 21,727

Payroll Deductions and Withholdings 440 - - 440

Accounts Payable 7,855 152,816 - 160,671

Due to Other Funds 58,527 - 19,743 78,270

Total Liabilities 88,549 152,816 19,743 261,108
Fund Balances:

Unassigned, reported in
General Fund 26,793 - - 26,793
Capital Projects Funds - (11,485) - (11,485)

Total Fund Balances 26,793 (11,485) - 15,308

TOTAL LIABILITIES AND FUND BALANCES $ 115,342 141,331 $ 19,743 $ 276,416

11



EDISON STATE COLLEGE

COLLEGIATE HIGH SCHOOL - CHARLOTTE CAMPUS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
JUNE 30, 2011

Total Fund Balances - Governmental Funds

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

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

Compensated Absences Payable

Total Net Assets - Governmental Activities

12
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COLLEGIATE HIGH SCHOOL - CHARLOTTE CAMPUS

EDISON STATE COLLEGE

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE - GOVERNMENT FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Revenues

Federal Through State

State Passed Through Local School District

Other Income
Total Revenues

Expenditures

Current - Education:
Instruction
Pupil Personnel Services
Instructional Staff Training Services
Instruction Related Technology
Board of Education
School Administration
Facilities Lease
Fiscal Services
Food Services
Pupil Transportation Services
Operation of Plant

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Net Change in Fund Balances
Fund Balances, Beginning

Fund Balances, Ending

Lease Grant Total
General Revenue Revenue Governmental

Fund Fund Fund Funds
$ 4,804 $ - $ 129,158 $ 133,962
1,137,554 117,135 - 1,254,689
52,870 - - 52,870
1,195,228 117,135 129,158 1,441,521
540,910 - 90,476 631,386
72,412 - 360 72,772
3,668 - 2,753 6,421
42,398 - 32,977 75,375
- - 310 310
289,418 - 2,282 291,700
- 152,816 - 152,816
10,053 - - 10,053
82,632 - - 82,632
56,721 - - 56,721
117,862 - - 117,862
1,216,074 152,816 129,158 1,498,048
(20,846) (35,681) - (56,527)
(20,846) (35,681) - (56,527)
47,639 24,196 - 71,835
$ 26,793 $ (11,485 $ - $ 15,308
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EDISON STATE COLLEGE
COLLEGIATE HIGH SCHOOL - CHARLOTTE CAMPUS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Net Change in Fund Balances - Governmental Funds $ (56,527)

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

In the statement of activities, the cost of compensated absences is

measured by the amounts earned during the year, while in the

governmental funds expenditures are recognized based on amounts

actually paid for compensated absences. This is the net amount of

compensated absences used (earned) in excess of the amounts

earned (paid) in the current period. (932)

Change in Net Assets - Governmental Activities $ (57,459)

14



EDISON STATE COLLEGE
COLLEGIATE HIGH SCHOOL - CHARLOTTE CAMPUS
STATEMENT OF FIDUCIARY NET ASSETS -
FIDUCIARY FUNDS
JUNE 30, 2011

Agency
Funds
ASSETS
Cash and Cash Equivalents 6,750
Accounts Receivable, Net 205
Total Assets 6,955
LIABILITIES
Deposits Held in Custody 6,955
Total Liabilities $ 6,955

15



NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Edison State College Collegiate High School (Charter School) is a division of Edison
State College (College). The Charter School is organized pursuant to Section 1002.33,
Florida Statutes and is governed by the Board of Trustees of the College who are appointed
by the Governor of the State of Florida.

The Charter School operates under a charter with the sponsoring school district, Charlotte
County District School Board (Sponsor). The Charter School commenced operations on
July 1, 2009 and is effective for a term of five (5) years ending on June 30, 2014. The charter
may be renewed at the end of the contract term by mutual written agreement pursuant to
Florida law. In the event the Sponsor chooses to not renew the charter under grounds
specified in the charter, the Sponsor is required to notify the Charter School in writing ninety
(90) calendar days prior to such action. In addition, the charter is subject to annual review by
the Sponsor and may not be renewed or may be terminated as specified in the charter. If the
Charter School desires not to renew the charter, the Charter School shall notify the Sponsor
in writing ninety (90) calendar days of its intent to not renew.

Basis of Presentation

The financial statements of the Edison Collegiate High School have been prepared in
accordance with accounting principles generally accepted in the United States of America
(GAAP) as applicable to governmental units. The Governmental Accounting Standards
Board (GASB) is the standard setting body for governmental accounting and financial
reporting. The GASB periodically updates its codification of the existing Governmental
Accounting and Financial Reporting Standards, which along with subsequent GASB
pronouncements, constitutes GAAP for governmental units.

Government-wide Financial Statements

Government-wide financial statements, including the statement of net assets and the
statement of activities, present information about the Charter School as a whole. These
statements include the nonfiduciary financial activity of the Charter School. As part of the
consolidation process, all interfund activities are eliminated from these statements. Both
statements report only governmental activities as the Charter School does not engage in any
business type activities.

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

16



EDISON STATE COLLEGE COLLEGIATE HIGH SCHOOL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

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

Fund Financial Statements

Fund financial statements report detailed information about the Charter School in the
governmental, proprietary, and fiduciary funds. The focus of governmental fund financial
statements is on major funds rather than reporting funds by type. Each major fund is
reported in a separate column. Nonmajor funds are aggregated and reported in a single
column. Because the focus of governmental fund financial statements differs from the focus
of government-wide financial statements, a reconciliation is presented with each of the
governmental fund financial statements.

The Charter School reports the following major governmental funds:

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

. Lease Revenue Fund — to account for the financial resources that are to be used for
educational capital outlay needs, including new construction, renovation and
remodeling projects, leasing facilities and debt service payments on capital leases for
relocatable school buildings.

Additionally, the Charter School reports the following fiduciary fund types:

. Agency Funds — to account for resources of the school internal funds which are used
to administer moneys collected in connection with school, student athletic, class, and
club activities.

Basis of Accounting

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

The government-wide financial statements are prepared using the accrual basis of
accounting. Revenues are recognized when earned and expenses are recognized when a
liability is incurred, regardless of the timing of the related cash flows.

Governmental fund financial statements are prepared using the modified accrual basis of
accounting. Revenues, except for certain grant revenues, are recognized when they become
measurable and available. Revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current period.

17



EDISON STATE COLLEGE COLLEGIATE HIGH SCHOOL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

The Charter School considers revenues to be available if they are collected within 60 days of
the end of the current fiscal year. When grant terms provide that the expenditure of
resources is the prime factor for determining eligibility for Federal, State, and other grant
resources, revenue is recognized at the time the expenditure is made. Under the modified
accrual basis of accounting, expenditures are generally recognized when the related fund
liability is incurred, except for principal and interest on long-term debt, claims and
judgments, postemployment healthcare benefits, and compensated absences, which are
recognized when due. Allocations of cost, such as depreciation, are not recognized in
governmental funds.

When both restricted and unrestricted resources are available for use, it is the Charter
School’s policy to use restricted resources first, then unrestricted resources as they are
needed.

The Charter School is accounted for as a governmental organization and follows the same
accounting model as the Sponsor’s governmental activities.

Cash and Cash Equivalents

The Charter School’s cash and cash equivalents consist of cash on hand and cash in demand
deposit accounts. Cash deposits of the Charter School are held by banks qualified as public
depositories under Florida Statute Chapter 280. All such deposits are insured by federal
depository insurance or collateralized with securities held in Florida’s multiple financial
institution collateral pool.

Capital Assets

The Charter School uses the policies of the College for capitalization and depreciation. The
Charter School has a capitalization threshold of $5,000 for tangible personal property and
$25,000 for improvements other than buildings. There were no capital assets to be
accounted for under GASB Statement No. 34 as of June 30, 2011.

Long-Term Liabilities

Long-term obligations that will be financed from resources to be received in the future by
governmental funds are reported as liabilities in the government-wide statement of net
assets.

In the governmental fund financial statements, bonds and other long-term obligations are
not recognized as liabilities until due.

In the government-wide financial statements, compensated absences (i.e., paid absences for
employee vacation leave and sick leave) are accrued as liabilities to the extent that it is
probable that the benefits will result in termination payments. A liability for these amounts
is reported in the governmental fund financial statements only if it has matured, such as for
occurrences of employee resignations and retirements.

Changes in long-term liabilities for the current year are reported in a subsequent note.

18



EDISON STATE COLLEGE COLLEGIATE HIGH SCHOOL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Annual OPEB Cost and Net OPEB Obligation. The College’s annual OPEB cost
(expense), which includes the Charter School is calculated based on the annual required
contribution (ARC), an amount actuarially determined in accordance with parameters of
Governmental Accounting Standards Board Statement No. 45, Acwounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions. The ARC represents a
level of funding that if paid on an ongoing basis, is projected to cover normal cost each year
and amortize any unfunded actuarial liabilities over a period not to exceed 30 years. For the
fiscal year 2010-11 the annual OPEB cost and liability for the Charter School is recorded in
the College’s financial statements.

State Revenue Sources

Revenues for current operations are received primarily from the Sponsor pursuant to the
funding provisions included in the charter. In accordance with the funding provisions of the
charter and Section 1002.33(18) (b), Florida Statutes, the Charter School reports its student
enrollment to the Sponsor. Under provisions of Section 1011.62, Florida Statues, the
Sponsor reports the number of student enrollments and related data to the Florida
Department of Education (DOE) for funding through the Florida Education Finance
Program (FEFP). Funding for the Charter School is adjusted during the year to reflect
revised calculations of actual student enrollment.

The State provides financial assistance to administer certain categorical educational
programs. State Board of Education rules require that revenue earmarked for certain
programs be expended only for the program for which the money is provided, and require
that the money not expended as of the close of the fiscal year be carried forward into the
following year to be expended for the same categorical educational programs. The
Department generally requires that categorical educational program revenues be accounted
for in the General Fund. A portion of the fund balance of the General Fund is reserved in
the governmental fund financial statements for the unencumbered balance of categorical
educational program resources.

The Charter School receives federal awards for the enhancement of various educational
programs. This assistance is generally based on applications submitted to and approved by
various granting agencies. These federal awards may have eligibility requirements whereby
the issuance of grant funds is withheld until such eligible expenditures are incurred.
Revenues for these awards are recognized only to the extent that eligible expenditures are
incurred.

Additionally, other revenues may be derived from various fundraising activities and certain
other programs.
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BUDGETARY COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The Charter School uses the policies of the College for budgetary compliance. The College
follows procedures established by State statutes and State Board of Education rules in
establishing budgets as described below:

Budgets are prepared and original budgets are approved annually by the Board of Trustees
for all governmental fund types in accordance with procedures and time intervals prescribed
by law and State Board of Education rules.

Budgets are controlled at the account level (e.g., salaries, purchased services, and capital
outlay) within each program (e.g., instruction, instructional support, and school
administration) and may be amended throughout the fiscal year.

Budgetary information is integrated into the accounting system and, to facilitate budget
control, budget balances are encumbered when purchase orders are issued. Appropriations
lapse at fiscal year-end and encumbrances outstanding are honored from the subsequent
yeat's appropriations.

RECEIVABLES

The Charter School’s receivables consist of amounts due from other agencies and program
receivables at June 30, 2011. After reviewing the individual account balances management
has determined that the receivables are fully collectible. Therefore no allowance for doubtful
accounts has been provided.

CHANGES IN LONG-TERM LIABILITIES

The following is a summary of changes in long-term liabilities:

Balance Balance Due in
Description 7/1/2010 Additons  Deductions  6/30/2011 One Year
GOVERNMENTAL ACTNVITIES:
Compensated Absences Payable $ 10,224  § 932 $ - $ 11156 $
Total Governmental Activities $ 10224 $ 932 $ - % 11156 $

For governmental activities, compensated absences are generally liquidated with resources of
the General Fund.

RESERVE FOR ENCUMBRANCES

Appropriations in governmental funds are encumbered upon issuance of purchase orders for
goods and services. Even though appropriations lapse at the end of the fiscal year, unfilled
purchase orders of the current year are carried forward and the next year’s appropriations are
likewise encumbered.
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The Florida Department of Education requires that fund balances be reserved at fiscal year-
end to report an amount likely to be expended from the 2011-12 fiscal year budget as a result
of purchase orders outstanding at June 30, 2011. Because revenues of grants accounted for
in the Grant Revenue Fund are not recognized until expenditures are incurred, these grant
funds generally do not accumulate fund balances. Accordingly, no reserve for encumbrances

is reported for grant funds. However, purchase orders outstanding for grants accounted for
in the Grant Revenue Fund total $139, at June 30, 2011.

SCHEDULE OF STATE REVENUE SOURCES

As stated in a prior note, the Charter School receives revenue for current operations
primarily from the State of Florida through the Sponsor. The following is a schedule of the
revenue for the 2010-11 fiscal year:

Source Amount
Florida Education Finance Program $ 960,643
Categorical Education Programs:

Class Size Reduction 169,443

School Recognition 7,469

Gross Receipts Tax

(Public Education Capital Outlay) 117,135

Total Received from Charlotte County School Board 1,254,690
Grants 129,158
Other Revenue 57,673
Total Revenue $ 1,441,521

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

Florida Retirement System

Most employees working in regulatly established positions of the College, including the
Charter Schools are eligible to enroll as members of the State-administered Florida
Retirement System (FRS). Provisions relating to FRS are established by Chapters 121 and
122, Florida Statutes; Chapter 112 Part IV, Florida Statutes; Chapter 238, Florida Statutes;
and Florida Retirement System Rules, Chapter 60S, Florida Administrative Code, wherein
eligibility, contributions, and benefits are defined and described in detail. FRS is a single
retirement system administered by the Department of Management Services, Division of
Retirement, and consists of two cost-sharing, multiple-employer retirement plans and other
nonintegrated programs. These include a defined benefit pension plan (Plan), a Deferred
Retirement Option Program (DROP), and a defined contribution plan, referred to as the
Public Employee Optional Retirement Program (PEORP).
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Employees in the Plan vest at six years of service. All vested members are eligible for
normal retirement benefits at age 62 or at any age after 30 years of service, which may
include up to 4 years of credit for military service. The Plan also includes an early retirement
provision; however, there is a benefit reduction for each year a member retires before his or
her normal retirement date. The Plan provides retirement, disability, and death benefits, and
annual cost-of-living adjustments.

DROP, subject to provisions of Section 121.091, Florida Statutes, permits employees eligible
for normal retirement under the Plan to defer receipt of monthly benefit payments while
continuing employment with an FRS employer. An employee may participate in DROP for
a period not to exceed 60 months after electing to participate, except that certain
instructional personnel may participate for up to 96 months. During the period of DROP
participation, deferred monthly benefits are held in the FRS Trust Fund and accrue interest.

As provided in Section 121.4501, Florida Statutes, eligible FRS members may elect to
participate in PEORP in lieu of the Plan. College (including Charter School) employees
participating in DROP are not eligible to participate in PEORP. Employer contributions are
defined by law; however, the ultimate benefit depends in part on the performance of
investment funds. PEORP is funded by employer contributions that are based on salary and
membership class (Regular, Elected County Officers, etc.). Contributions are directed to
individual member accounts, and the individual members allocate contributions and account
balances among various approved investment choices. Employees in PEORP vest after one
year of service. There were no participants enrolled in PEORP during the 2010-11 fiscal
year.

FRS Retirement Contribution Rates

The Florida Legislature establishes, and may amend, contribution rates for each membership
class of FRS. During the 2010-11 fiscal year, contribution rates were as follows:

Percent of Gross Salary

(A)

Class or Plan Employee Employer
Florida Retirement System, Regular 0.00 10.77
Florida Retirement System, Senior Management Service 0.00 14.57
Florida Retirement System, Special Risk 0.00 23.25
Deferred Retirement Option Program - Applicable to Members

from All of the Above Classes or Plan 0.00 12.25
Florida Retirement System, Reemployed Retiree (B) (B)
Notes:

(A) Employer rates include 1.11 percent for the postemployment health insurance subsidy.
Also, employer rates, other than for DROP participants, include 0.03 percent for administrative
costs of PEORP.

(B) Contribution rates are dependent upon retirement class or plan in w hich reemployed.
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The Charter Schools liability for participation is limited to the payment of the required
contribution at the rates and frequencies established by law on future payrolls of the Charter
School. The Charter Schools contributions for the fiscal years ended June 30, 2011 totaled
$25,168 which was equal to the required contributions for each fiscal year. The financial
statements and other supplementary information of FRS are included in the comprehensive
annual financial report of the State of Florida, which may be obtained from the Florida
Department of Financial Services. Also, an annual report on FRS, which includes its
financial statements, required supplementary information, actuarial report, and other relevant
information, is available from the Florida Department of Management Services, Division of
Retirement.

State Community College System Optional Retirement Program

Section 1012.875, Florida Statutes, provides for an optional retirement program (Program)
for eligible community college instructors and administrators.

The Program is designed to aid colleges in recruiting employees by offering more portability
to employees not expected to remain in the FRS for six or more years.

The Program is a defined-contribution plan, which provides full and immediate vesting of all
contributions submitted to the participating companies on behalf of the participant.
Employees in eligible positions can make an irrevocable election to participate in the
Program, rather than the FRS, and purchase retirement and death benefits through contracts
provided by certain insurance carriers. The employing community college contributes, on
behalf of the participant, 10.43 percent of the participant’s salary, less a small amount used
to cover administrative costs. The remaining contribution is invested in the company or
companies selected by the participant to create a fund for the purchase of annuities at
retirement. The participant may contribute, by payroll deduction, an amount not to exceed
the percentage contributed by the community college to the participant’s annuity account.

There were no participants during the 2010-11 fiscal year.

Senior Management Local Annuity Optional Retirement Program

Effective July 1, 1991, the College Board of Trustees approved the adoption of an optional
retirement plan under Section 121.055, Florida Statutes. Pursuant to the Statute, members
of the Senior Management Class of the Florida Retirement System may make an irrevocable
election to withdraw from the Florida Retirement System and participate in a Local Annuity
Plan. The Plan complies with Section 403(b) of the Internal Revenue Code.

The College contributes an amount equal to a percentage of the participant’s salary to an
annuity plan provided by approved sponsors. The Board approves the College’s
contribution percentage rate each year. The participant does not make any contributions to
the Plan. Each participant is fully vested immediately. During the 2010-11 fiscal year, there
were no plan participants.
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OTHER TERMINATION BENEFITS

The College provides an IRS approved Code Section 401(a) pre-tax program for termination
pay that permits the College to disburse termination pay in a tax-advantaged manner for
both the College and the employee. Contributions are limited by IRS regulation. All
employees in designated employee classes with at least 10 years of service at the time of
separation are mandated to participate in this program.

SAVINGS INCENTIVE PLAN

Effective January 1, 1994, the Board approved the adoption of a Savings Incentive Plan as
provided by Section 403(b) of the Internal Revenue Code of 1986. Under the Plan, all full-
time employees can elect to defer a portion of their salary within Internal Revenue Service
guidelines. The College may make a matching employer contribution in an amount to be
determined annually by the Board at its discretion. During the 2010-11 fiscal year, the
College matched one dollar for every dollar up to the first 3 percent of employee
compensation. Each employee is fully vested upon enrollment in the Plan, and is allowed to
direct the investment of his or her account to any one of the various fund groups and
insurance companies approved for investment by the College. During the 2010-11 fiscal
year, the College contributed $4,615 as matching funds under the Plan.

OPERATING LEASE COMMITMENTS

The Charter School entered into a lease agreement with Edison State College whereby the
College leases to the Charter School a portion of the Charlotte Campus facilities consisting
of approximately of 19,102 sq. ft. for purposes of operating the high school. The lease
agreement was for a period of one year ending on June 30, 2011. The Charter School will
pay to the College $8.00 per square foot or $152,816. The amount paid for the leased
premises for the year ended June 30, 2011 was $152,816.

RISK MANAGEMENT PROGRAMS

The College is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
College provided coverage for these risks primarily through the Florida Community Colleges
Risk Management Consortium (Consortium), which was created under authority of Section
1001.64(27), Florida Statutes, by the boards of trustees of the Florida public community
colleges for the purpose of joining a cooperative effort to develop, implement, and
participate in a coordinated Statewide community college risk management program. The
Consortium is self-sustaining through member assessments (premiums) and is reinsured
through commercial companies for claims in excess of specified amounts. Reinsurance from
commercial companies provided excess coverage of up to $150 million through March 1,
2011, and up to $150 million through March 1, 2012.
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Insurance coverage obtained through the Consortium included health and hospitalization,
dental, life, fire and extended property, general and automobile liability, workers’
compensation, and other liability coverage. Settled claims resulting from these risks have not
exceeded coverage in any of the past three fiscal years. The Charter School is part of the
College’s participation in the program.

LITIGATION

The Charter School is not aware of any pending or threatened legal actions.
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EDISON STATE COLLEGE
COLLEGIATE HIGH SCHOOL - CHARLOTTE CAMPUS
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE HSCAL YEAR ENDED JUNE 30, 2011

General Fund

Original Final Variance with
Budget Budget Actual Final Budget
Revenues

Federal Through State $ - $ - $ 4,804 $ 4,804
General Revenue:

School Board of Charlotte County - Operating 1,219,580 1,219,580 1,137,554 (82,026)

Other Income 55,667 55,667 2,508 (53,159)
Program Revenue:

Charges for Services 36,000 36,000 50,362 14,362
Total Revenues 1,311,247 1,311,247 1,195,228 (116,019)
Expenditures
Current - Education:

Instruction 570,753 572,349 540,910 31,439

Pupil Personnel Services 74,558 72,500 72,412 88

Instructional Staff Training Services - 3,700 3,668 32

Instructional Related Technology - 42,500 42,398 102

Board - 9,875 - 9,875

School Administration 665,936 305,638 289,418 16,220

Fiscal Services - 10,053 10,053 -

Food Services - 82,632 82,632 -

Pupil Transportation Services - 94,000 56,721 37,279

Operation of Plant - 118,000 117,862 138
Total Expenditures 1,311,247 1,311,247 1,216,074 95,173
Excess (Deficiency) of Revenues Over Expenditures - - (20,846) (20,846)
Net Change in Fund Balances - - (20,846) (20,846)
Fund Balances, Beginning - - 47,639 47,639
Fund Balances, Ending $ - $ - $ 26,793 $ 26,793
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Lease Revenue Fund

Original Final Variance with
Budget Budget Actual Final Budget -
Revenues

Federal Through State $ 138,995 $ 138,995 $ 117,135 $ (21,860)
Total Revenues 138,995 138,995 117,135 (21,860)
Expenditures
Current - Education:

Facilities Lease 138,995 138,995 152,816 (13,821)
Total Expenditures 138,995 138,995 152,816 (13,821)
Excess (Deficiency) of Revenues Over Expenditures - - (35,681) (35,681)
Net Change in Fund Balances - - (35,681) (35,681)
Fund Balances, Beginning - - 24,196 24,196
Fund Balances, Ending $ - $ - $ (11,485) $ (11,485)
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Edison State College Collegiate High School
Fort Myers, Florida

We have audited the financial statements of the major funds and the aggregate remaining fund information of the
Chatlotte County Campus of the Edison State College Collegiate High School (the “School”), a component unit of
Edison State College, as of and for the year ended June 30, 2011, which collectively comptise the School’s basic
financial statements and have issued our report thereon dated September 21, 2011. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the School’s internal control over financial reporting as a basis
for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the School’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal control over financial

reporting.

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 cotrect 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.

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

Compliance and Other Matters

As patt of obtaining reasonable assurance about whether the School’s financial statements ate free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of out
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.
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Board of Trustees
Edison State College Collegiate High School

We noted certain matters that we reported to management of the School in a separate letter dated September 21,
2011.

This report is intended solely for the information and use of management, the Board of Trustees and the Auditor
General of the State of Florida, and is not intended to be and should not be used by anyone other than these specified

parties.

Larser Allon LLP

LatsonAllen LLP

Fort Myers, Florida
September 21, 2011
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MANAGEMENT LETTER

Board of Trustees
Edison State College Collegiate High School
Fort Myers, Florida

We have audited the financial statements of the Chatlotte County Campus of the Edison State College Collegiate
High School (the “School”) as of and for the fiscal year ended June 30, 2011, and have issued our report thereon

dated September 21, 2011.

We conducted our audit in accordance with auditing standards generally accepted in the United States of Ametica, the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting
and on Compliance and Other Matters dated September 21, 2011. Disclosures in that report, if any, should be
considered in conjunction with this management letter.

Additionally, our audit was conducted in accordance with Chapter 10.850, Rules of the Auditor General, which
governs the conduct of charter school and similar entity audits performed in the State of Florida. This letter includes
the following information, which is not included in the aforementioned auditors’ reports.

> Section 10.854(1)(e)1., Rules of the Auditor General, requires that we determine whether or not corrective actions
have been taken to address findings and recommendations made in the preceding annual financial audit report.
There were no findings or corrective actions noted in preceding annual financial audit report.

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

recommendations.

»  Section 10.854(1)(e)4., Rules of the Auditor General, requires that we address violations of provisions of contracts
or grant agreements, or abuse, that have occurred, or are likely to have occurred, that have an effect on the
financial statements that is less than material but more than inconsequential. In connection with our audit, we did
not have any such findings.

> Section 10.854(1)(e)5., Rules of the Auditor General, provides that the auditor may, based on professional
judgment, report the following matters that have an inconsequential effect on the financial statements considering
both quantitative and qualitative factors: (1) violations of provisions of contracts or grant agreements, fraud,
illegal acts, or abuse, and (2) deficiencies in internal control that are not significant deficiencies. In connection
with our audit, we did not have any such findings.
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»  Section 10.854(1)(e)6, Rules of the Auditor General, requires the name or official title of the school. The official
title of the school is disclosed in the financial statements.

»  Section 10.854(1)(e)2., Rules of the Auditor General, requites a statement be included as to whethet or not the
school has met one or more of the conditions desctibed in Section 218.503(1), Florida Statutes, and identification
of the specific conditions met. In connection with our audit, we determined that the Edison State College
Collegiate High School did not meet any of the conditions described in Section 218.503(1), Florida Statutes.

» Putsuant to Sections 10.854(1)(3)7.a. and 10.855(10), Rules of the Auditor Genetal, we applied financial condition
assessment procedures. It is management’s responsibility to monitor the Edison State College Collegiate High
School’s financial condition, and our financial condition assessment was based in part on representations made by
management and the review of financial information provided by same.

Putsuant to Chapter 119, Florida Statutes, this management letter is a public record and its distribution is not limited.
Auditing standards generally accepted in the United States of America require us to indicate that this letter is intended
solely for the information and use of management and the Florida Auditor General, and is not intended to be and
should not be used by anyone other than these specified parties.

LWW\;MQ/IL LLP

LarsonAllen LLP
Fort Myers, Florida
September 21, 2011
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