BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.

BASIC FINANCIAL STATEMENTS AND
SUPPLEMENTAL INFORMATION

Year Ended June 30, 2016



Bright Futures Academy Charter School, Inc.

TABLE OF CONTENTS
INDEPENDENT AUDITORS’” REPORT .....oooiiiiiiii
MANAGEMENT’S DISCUSSION AND ANALYSIS ..o
BASIC FINANCIAL STATEMENTS

Government-Wide Financial Statements:
Statement OF Nt POSITION .......ovvieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees

StAtEMENT OF ACTIVITIES ..o eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeens

Fund Financial Statements:
Balance Sheet — Governmental FUNAS .......ccvveevveeeeeieeeeeeeeeee,

Reconciliation of the Balance Sheet of Governmental Funds
To the Statement of Net POSItION ........coooeveeeeeee

Statement of Revenues, Expenditures and Changes in Fund
Balances — Governmental FUNAS ..........ccccocceviievienieniecse e

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds to
the Statement Of ACLIVITIES.........ccveveiieeriee e

Notes to FinanCial StatemMENTS. .......ooi e,

REQUIRED SUPPLEMENTAL INFORMATION
Schedule of Revenues, Expenditures, and Changes in Fund
Balances — Budget and Actual — General Fund ............ccccoevveivivenenne

Schedule of Revenues, Expenditures, and Changes in Fund
Balances — Budget and Actual — General Fund ............ccccovevveievvenene

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 ...,

MANAGEMENT LETTER ....ooiiii



- J INFANTE & COMPANY

J ./

d - i CERTIFIED PURLIC ACCOLINTANTS » BUSINESS CONSULTANTS
NMeampears af Harmepn Executive Cenere
Armgrcan ingutute of CRAs 1830 Harmison Strest
* Center for Auat Quahty Sute 308
* Employee Bereht Pran audit Quaity Centar Hollywooo, FL 33020
* Governmantal Audt Qualty Carter Teephone (951 S22.8805
s Private Companas Pracuce Sectasn Fex (854! 922.8884
o Tax Dwimion WA imfantecocna com

Fiormdsa Insttute nf CPAgG

INDEPENDENT AUDITORS® REPORT

To the Board of Directors
Bright Futures Academy Charter School, Inc.
North Palm Beach, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of Bright Futures Academy Charter School, Inc. (“BFA™), a charter school, as of and for the fiscal
year ended June 30, 2016 and the related notes to the financial statements, which collectively comprises
Bright Futures Academy Charter School, Inc.’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 dudit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s Jjudgment, 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 mo 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.



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 BFA, as of June 30,
2016, and the respective changes in financial position 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 and budgetary comparison information on pages 3 — 7 and 24 - 25 be presented (o
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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 27,
2016, on our consideration of BFA’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 BFA’s internal control over financial
reporting and compliance.

M%W

Hollywood, FL
September 27, 2016

(g%



BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

Our discussion and analysis of the Bright Futures Academy Charter School, Inc.’s
(“BFA”) financial program provides an overview of BFA’s financial activities for the
year ended June 30, 2016. Bright Futures Academy Charter School, Inc. (“BFA”)
represents the merger of Academy For International Studies, Inc. into Bright Futures
International, Inc., effective July 1, 2009. Bright Futures International, Inc. then made a
legal name change to Bright Futures Academy Charter School, Inc.

Because the information contained in this discussion is intended to highlight significant
transactions, it should be read in conjunction with BFA’s financial statements which
begin on page 8.

For financial statement purposes, BFA is not considered a component unit of the School
District of Palm Beach County, which is a primary government entity for financial
reporting. BFA has included separate statements for the Balance Sheet of Governmental
Funds and the Statement of Revenues, Expenditures and Changes in Fund Balances of
Governmental Funds. The Fund Financial Statements reflect financing activities of BFA
by providing information on inflows and outflows of spendable resources, while the
Statement of Net Position and the Statement of Activities provide information on the
activities of BFA.

OVERVIEW OF THE FINANCIAL STATEMENTS
Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of BFA'’s financial position. Included in these statements are all assets and
liabilities using the accrual method of accounting. All of the current year’s revenues and
expenses are recorded when received.

The Statement of Net Position presents information on all of BFA’s assets and liabilities,
with the difference between the two reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position
of BFA is improving or deteriorating.

The Statement of Activities presents information showing how the government’s net
position changed during the most recent fiscal year. All changes in net position are
reported when the underlying event giving rise to the change occurs, regardless of the
timing of the related cash flows.

Fund Financial Statements

A Fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives.

Governmental Funds - All of BFA’s basic services are reported in governmental funds,
which focus on how money flows into and out of those funds and the balances left at
year-end that are available for spending. These funds are reported using an accounting



BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

method called modified accrual accounting, which measures cash and all other financial
assets that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the BFA’s governmental activities and the basic services it
provides.

Notes to the Financial Statements

The Notes to the Financial Statements provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial
statements. The Notes to the Financial Statements can be found on pages 14-23 of this
report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of BFA’s financial
position. BFA’s assets exceeded liabilities by $371,182 and $377,204 at June 30, 2016
and 2015, respectively.

NET POSITION

2016 2015 Variances

Current assets $ 186,424 $ 177,150 $ 9274
Capital assets 251,046 281,827 (30,781)

Total assets $ 437470 458,977 $ (21,507)
Current liabilities $ 49,800 12,796 $ 37,004
Non-current liabilities 16,488 68,977 (52,489)

Total liabilities 66,288 81,773 (15,485)
Net Position

Investment in capital assets

net of related debt $ 234,558 212,850 $ 21,708

Unrestricted 136,624 164,354 (27,730)

Total net position 371,182 377,204 $ (6,022)

Total liabilities and net position $ 437,470 458,977 $  (21,507)




BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)

Revenues for governmental activities totaled $4,036,280 and $4,724,812 for the years
ended June 30, 2016 and 2015, respectively. The main source of revenue was from the
Florida Education Finance Program (“FEFP”). This revenue represented approximately
89% and 88% for the years ended June 30, 2016 and 2015, respectively.

Revenue Source 2016 2015 Variance

State passed through local school ~ $ 3,741,631 $ 4,375,995 $ (634,364)

Federal passed through local schools 74,252 62,491 11,761

Investment earnings 243 215 28

Other Revenue 220,154 286,111 (65,957)
Total $ 4,036,280 $ 4,724,812 $ (688,532)

Expenses for major functions of BFA are shown in the following table:

2016 2015 Variance

Instruction $1,849,074 $2,140,580 $ (291,506)
Pupil personnel services 111,964 128,828 (16,864)
Instruction & instructional dev 162,983 192,500 (29,517)
Board expenses 108,643 11,191 97,452
General administration 181,107 314,827 (133,720)
School administration 289,953 290,235 (282)
Facilities acquisition & construction 596,501 694,589 (98,088)
Fiscal services 180,869 151,254 29,615
Pupil transportation 47,572 131,805 (84,233)
Operation of plant 397,438 460,863 (63,425)
Maintenance of plant 2,386 4,760 (2,374)
Community services 108,210 157,758 (49,548)
Interest on long-term debt 5,602 14,402 (8,800)

Totals $4,042,302 $4,693,592 $ (651,290)



BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

FUND FINANCIAL ANALYSIS

Key highlights for the fiscal years ended June 30, 2016 and 2015 are as follows:

2016 2015 Variances
Revenues $4,036280  $4,724,812 $ (688,532)
Debt services (58,092) (67,243) 9,151
Expenditures (4,005,918) (4,650,982) 645,064
Change in fund balance $ (27,730) $ 6,587 $ (34,317)
Fund balance, beginning of year $ 164,354 $ 157,767 $ 6,587
Fund balance, end of year $ 136,624 $ 164,354 $ (27,730)

CURRENT YEAR VS PRIOR YEAR RESULTS

The 2015-2016 school year was the fourteenth year that BFA enrolled students. Total
revenue was $4,036,280 and $4,724,812 for the years ended June 30, 2016 and 2015,
respectively. The decrease in revenue was the result of BFA losing some of their students
to the new charter schools in the area, therefore decreasing the FEFP funds they received
during the year. Total expenses were $4,005,918 and $4,650,982 for the years ended June
30, 2016 and 2015, respectively. The decrease in expenses is also primarily attributable to
BFA losing a lot of their students during the year which lead to a decrease in the majority
of expense categories, with the largest variance in instruction.

LONG-TERM LIABILITIES

BFA continued to pay down debt during the year ended June 30, 2016 and paid off one of
its loans in full. BFA’s non-current liabilities amounted to $16,488 and $68,977 at June
30, 2016 and 2015, respectively.

Additional information of BFA’s long-term obligations can be found in Notes H and | on
page 21 and 22 of the financial statements.

BUDGETARY HIGHLIGHTS

Actual revenue was $33,351 less than budgeted. BFA typically adjusts its budget during
the fiscal year, but BFA didn’t receive all the FTE funding that towards the end of the
fiscal year as it anticipated. Actual expenses were $55,302 more than budgeted as a
result of the legal settlement that wasn’t budgeted for.



BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

ECONOMIC FACTORS

During the fiscal year ended June 30, 2015, BFA was served with a lawsuit for breach of
contract for improperly terminating its lease at one of its campuses. The lawsuit was
settled for $76,000 and at June 30, 2016, BFA included $49,800 as part of accounts
payable for the remaining balance owed.

PROSPECTS FOR THE FUTURE

BFA engaged the services of Academica Broward, LLC effective July 1, 2016 to provide
educational services and support. In addition, BFA is searching for outside financing
which will allow for the purchase of at least one of its campuses and the prospects of
expanding on that facility as well.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Bright Futures
Academy Charter School, Inc.’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be
addressed to Bright Futures Academy Charter School, Inc., 10350 Riverside Drive, Palm
Beach Gardens, Florida 33410.



Bright Futures Academy Charter School, Inc.
Statement of Net Position
June 30, 2016

Governmental
Activities
ASSETS
Cash $ 120,223
Accounts receivable 204
Due from governmental agencies 10,551
Deposits receivable 55,446
Prepaid expense -
Capital Assets, net of accumulated depreciation 251,046
Total assets $ 437,470
LIABILITIES
Accounts payable and accrued expenses $ 49,800
Due to governmental agencies -
Non-current liabilities:
Due within the year 3,452
Due in more than one year 13,036
Total liabilities 66,288
NET POSITION
Investment in Capital Assets, net of related debt 234,558
Unrestricted 136,624
Total net position 371,182
Total liabilities and net position $ 437,470

The accompanying notes are an integral part of this financial statement.
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Functions/Programs
Governmental activities
Instruction
Pupil personnel services
Instructional media services
Instructional and curriculum development
Instructional staff training
Board expenses
General administration
School administration
Facilities acquisition & construction
Pupil transportation
Operation of plant
Maintenance of plant
Fiscal services
Community services
Interest on long-term debt
Total governmental activities

Bright Futures Academy Charter School, Inc.
Statement of Activities
For the Year Ended June 30, 2016

Program Revenues

Net (Expense)
Charges Operating Capital Revenue
for Grants and Grants and and Changes in
Expenses Services Contributions ~ Contributions Net Assets

$ 1,849,074 $ - $ 57,661 $ - 3 (1,791,413)

111,964 - 16,591 - (95,373)

162,983 - - - (162,983)

108,643 - - - (108,643)

181,107 - - (181,107)

289,953 - - - (289,953)

596,501 - - 137,706 (458,795)

47,572 - - - (47,572)

397,438 - - - (397,438)

2,386 - - - (2,386)

180,869 - - - (180,869)

108,210 - - - (108,210)

5,602 - - - (5,602)

$ 4,042,302 $ - 8 74,252 $ 137,706 (3,830,344)
General Revenues

State through local school district 3,603,925

Investment earnings 243

Miscellaneous revenues 220,154

Total General Revenues 3,824,322

Change in net position (6,022)

Net assets, July 1, 2015 377,204

Net assets, June 30, 2016 $ 371,182

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

9



Bright Futures Academy Charter School, Inc.
Balance Sheet - Governmental Funds
June 30, 2016

Special Capital
General Revenue Projects
Fund Fund Fund Total
ASSETS
Cash $ 120,223 $ - $ - $ 120,223
Accounts receivable 204 204
Due from governmental agencies 10,551 10,551
Deposits receivable 55,446 55,446
Prepaid expense - -
Total Assets $ 186,424 $ - $ - $ 186,424
LIABILITES
Accounts payable and accrued expenses $ 49,800 $ $ $ 49,800
Due to governmental agencies - - - -
Total Liabilities 49,800 - - 49,800
FUND BALANCES
Nonspendable 55,446 - - 55,446
Restricted - - - -
Committed - - - -
Assigned - - - -
Unassigned 81,178 - - 81,178
Total Fund Balances 136,624 - - 136,624
Total Liabilities and Fund Balances $ 186,424 $ - $ - $ 186,424

The accompanying notes are an integral part of this financial statement.
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Bright Futures Academy Charter School, Inc.
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
June 30, 2016

Fund Balance - Governmental Funds
Capital assets used in governmental activities are not
financial resources and therefore are not reported in

the governmental funds

Governmental capital assets
Less accumulated depreciation

Long-term liabilities, including bonds payable, are not due and payable in the
current period and, therefore, are not reported in the governmental funds

Governmental note and capital lease payable

Net Assets of Governmental Activites

The accompanying notes are an integral part of this financial statement.
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136,624

1,092,038
(840,992)

(16,488)
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Bright Futures Academy Charter School, Inc.
Statement of Revenues, Expenditures
and Changes in Fund Balances - Governmental Funds
For the Year Ended June 30, 2016

Special Capital
General Revenue Projects
Fund Fund Fund Total
REVENUES
Federal passed through local school district $ - $ 74252 $ - $ 74,252
State passed through local school district 3,603,925 - 137,706 3,741,631
Interest income 243 - - 243
Other revenue 220,154 - - 220,154
TOTAL REVENUES 3,824,322 74,252 137,706 4,036,280
EXPENDITURES/EXPENSES
Instruction 1,767,098 57,661 - 1,824,759
Pupil personnel services 95,373 16,591 - 111,964
Instructional media services - - - -
Instructional and curriculum development 162,983 - - 162,983
Instructional staff training - - - -
Board expenses 108,643 - - 108,643
General administration 181,107 - - 181,107
School administration 289,953 - - 289,953
Facilities acquisition & construction 452,328 - 137,706 590,034
Pupil transportation 47,572 - - 47,572
Operation of plant 397,438 - - 397,438
Maintenance of plant 2,386 - - 2,386
Fiscal services 180,869 - - 180,869
Community services 108,210 - - 108,210
Total expenses 3,793,960 74,252 137,706 4,005,918
Revenues over expenditures 30,362 - - 30,362
Debt service
Retirement of principal 52,490 - - 52,490
Interest 5,602 - - 5,602
Net change in fund balance (27,730) - - (27,730)
Fund balances, July 1, 2015 164,354 - - 164,354
Fund balances, June 30, 2016 $ 136,624  $ - $ - $ 136,624

The accompanying notes are an integral part of this financial statement.
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Bright Futures Academy Charter School, Inc.
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
June 30, 2016

Net Change in fund balances - governmental funds $ (27,730)

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

Governmental Funds report capital outlays as expenditures.
However, in the Statement of Activities, the cost of those

assets is depreciated over their estimated useful lives.

Expenditures for capital assets 1,517
Less current year depreciation (32,299)

Repayment of principal is an expenditure in governmental funds, but
reduces long-term liabilities in the Statement of Net Position 52,490

Change in Net Position of Governmental Activities $ (6,022)

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

13



BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Reporting entity

Bright Futures Academy Charter School, Inc. (“BFA”) represents the merger of Academy
For International Studies, Inc. into Bright Futures International, Inc., effective July 1,
2009. Bright Futures International, Inc. then made a legal name change to Bright Futures
Academy Charter School, Inc. The prior fund balances were combined for this
presentation.

BFA operates as a Charter School pursuant to a Charter School Contract (“the Contract”)
with the School District of Palm Beach County, Florida (“the District”). Under the
Contract, BFA provides an elementary school and middle school education to children
who reside in Palm Beach County. The governing body of BFA is the Board of Directors,
which is composed of five members.

The general operating authority of BFA is contained in Section 1002.33, Florida Statutes.
Effective July 1, 2008, BFA’s charter was renewed for a term of 15 years through June
30, 2023. The charter was renewed as provided in Section 1002.33, Florida Statutes, upon
mutual consent of the parties and execution of a written renewal. At the end of the term of
the charter, the District may choose not to renew the charter under grounds specified in
the charter in which case the District is required to notify BFA in writing at least 90 days
prior to the charter’s expiration. During the term of the charter, the District may also
terminate the charter if good cause is shown.

The financial statements were prepared in accordance with GAS Statement No. 14, The
Financial Reporting Entity, as amended by GASB Statement No. 39, Determining
Whether Certain Organizations Are Component Units, and GASB Statement No. 61, The
Financial Reporting Entity: Omnibus, which established standards for defining and
reporting on the financial reporting entity. The application of these criteria provide for
identification of any entities for which BFA is financial accountable and other
organization for which the nature and significance of their relationship with BFA are such
that exclusion would cause BFA’s basic financial statements to be misleading or
incomplete. Based on these criteria, no component units are included within the reporting
entity of BFA. The BFA has been advised by the District that it is no longer considered a
component unit of the District.

2. Government-wide and fund financial statements

The government-wide financial statements consist of a statement of net assets and a
statement of activities. These statements report information on all of the nonfiduciary
activities of BFA. As part of the consolidation process, all interfund activities are
eliminated from these statements. Both statements report only governmental activities as
BFA does not engage in any business type activities.

14



BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2. Government-wide and fund financial statements (continued)

Net assets, the difference between assets and liabilities, as presented in the statement of
net assets, are subdivided into three categories: amounts invested in capital assets,
restricted net assets; and unrestricted net assets. Net assets are reported as restricted when
constraints are imposed on the use of the amounts either externally by creditors, grantors,
contributors, or laws or regulations of other governments, or enabling legislation.

The statement of activities presents a comparison between the direct and indirect expenses
of a given function and its program revenues, and displays the extent to which each
function contributes to the change in net assets for the fiscal year. Direct expenses are
those that are clearly identifiable to a specific function. Indirect expenses are costs BFA
has allocated to various functions. Program revenues consist of charges for services,
operating grants and contributions, and capital grants and contributions. Charges for
services refer to amounts received from those who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function or segment. Grants and
contributions consist of revenues that are restricted to meeting the operational or capital
requirements of a particular function. Revenues not classified as program revenues are
reported as general revenues.

GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, establishes the following classifications depicting the relative strength of the
constraints that control how specific amounts can be spent:

Nonspendable fund balance - includes amounts that are not in a spendable form or are
required to be maintained intact and that are not expected to be converted to cash.

Restricted fund balance - includes amounts that can be spent only for the specific
purposes stipulated by external resource providers, constitutionally, or through enabling
legislation. Effectively, restrictions may be changed or lifted only with the consent of
resource providers.

Committed fund balance - includes amounts that can be used only for the specific
purposes determined by a formal action of the School’s highest level of decision-making
authority. Commitments may be changed or lifted only by the School taking the same
formal action that imposed the constraint originally.

Assigned fund balance - comprises amounts intended to be used by the School for
specific purposes. Intent can be expressed by the governing body or by an official or
body to which the governing body delegates the authority. In governmental funds other
than the general fund, assigned fund balance represents the amount that is not restricted
or committed. This indicates that resources in other governmental funds are, at a
minimum, intended to be used for the purpose of that fund.

15



BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2. Government-wide and fund financial statements (continued)

Unassigned fund balance - the residual classification for the general fund and includes all
amounts not contained in the other classifications. Unassigned amounts are technically
available for any purpose. If another governmental fund has a fund balance deficit, then
it will be reported as a negative amount in the unassigned classification in that fund.
Positive unassigned amounts will be reported only in the general fund.

Separate fund financial statements report detailed information about BFA’s governmental
funds. The focus of the governmental fund financial statements is on major funds.
Therefore, major funds are reported in separate columns on the fund financial statements.
All of BFA’s funds were deemed major funds. A reconciliation is provided that converts
the results of governmental fund accounting to the government - wide presentation.

3. Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recognized in the
period earned and expenses are recognized when a liability is incurred.

All governmental fund financial statements are reported using a current financial
resources measurement focus on a modified accrual basis of accounting. Under the
modified accrual basis of accounting, revenues, except for certain grant revenues, are
recognized in the accounting period in which they become both measurable and available
to finance expenditures of the current period. Available means collectible within the
current period or soon enough thereafter to be used to pay liabilities of the current period,
considered to be sixty days. 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 recorded when
the related fund liability is incurred. However, principal and interest on general long-term
debt is recorded as expenditures only when payment is due.

BFA’s financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America as prescribed by the Governmental
Accounting Standards Board. Accordingly, the financial statements are organized on the
basis of funds. A fund is an accounting entity having a self-balancing set of accounts for
recording assets, liabilities, fund equity, revenues, expenditures, and other financing
sources and uses.

16



BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3. Measurement focus, basis of accounting, and financial statement presentation
(continued)

Resources are allocated to and accounted for in individual funds based on the purpose for
which they are to be spent and the means by which spending activities are controlled.
BFA reports the following major governmental funds:

General Fund — the general operating fund of BFA. It is used 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
that are legally restricted to expenditures for specified purposes.

BFA has a revenue spending policy that provides policy for programs with multiple
revenue sources. The board of directors will use resources in the following hierarchy:
debt proceeds, federal funds, state funds, local non-city funds, city funds and funds
passed through the District. For purposes of fund balance classification expenditures are
to be spent from restricted fund balance first, followed in-order by committed fund
balance, assigned fund balance and lastly unassigned fund balance. The board of directors
has the authority to deviate from this policy if it is in the best interest of BFA

4. Budgetary basis of accounting

BFA'’s annual budgets are adopted for the entire operations for BFA and may be amended
by the Board of Directors (the “Board”). Since the budgetary basis differs from generally
accepted accounting principles (“GAAP”), budget and actual amounts in the
accompanying required supplementary information are presented on the budgetary basis.
A reconciliation to the excess of revenues over expenditures presented in conformity with
GAARP is set forth in the adjustments to the required supplementary information.

5. Cash

Cash is made up of cash on hand at BFA and/or checking accounts held at a financial
institution.
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BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

6. Capital assets

Capital assets, which include property, plant and equipment, are reported in the applicable
governmental columns on the government-wide financial statements. Capital assets are
defined by BFA as assets an individual or group of like assets with a collective cost of
$1,000 and an estimated useful life of more than two years. Such assets are recorded at
historical cost. Donated capital assets are recorded at their estimated fair market values at
the date of donation. For the year ended June 30, 2016, BFA recorded net capital assets
of $251,046.

Property, plant and equipment of BFA is depreciated using the straight-line method over
the following estimated useful lives:

Estimated
Asset Type Useful Lives
Furniture 10
Office equipment 10
Leasehold improvements 5-50
Transportation equipment 5
Computer Equipment 3

The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

7. Revenue sources

Revenues for current operations are received primarily from the State of Florida passed
through the District to BFA pursuant to the funding provisions included in BFA’s charter.
In accordance with the funding provisions of the charter and Section 1002.33(18), Florida
Statutes, BFA reports the number of full-time equivalent (FTE) students and related data
to the District. Under the provisions of Section 1011.62, Florida Statutes, the District
reports the number of FTE students and related data to the Florida Department of
Education (FDE) for funding through the Florida Education Finance Program (FEFP).
Funding for BFA is adjusted during the year to reflect revised calculations by the FDE
under the FEFP and actual weighted FTE students reported by BFA during designated
FTE student survey periods.

BFA 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 requirements whereby the issuance of
grant funds is withheld until qualifying expenditures are incurred. Revenues for these
awards are recognized only to the extent that eligible expenditures have been incurred.

Additionally, other revenues may be derived from various fundraising activities and
certain other programs.
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BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

8. Use of estimates

The process of preparing financial statements in conformity with accounting principles
generally accepted in the United States of America requires the use of estimates and
assumptions regarding certain types of assets, liabilities, revenues and expenses. Such
estimates primarily relate to unsettled transactions and events as of the date of the
financial statements. Accordingly, upon settlement, actual results may differ from
estimated amounts.

9. Income taxes

BFA is a not-for-profit organization that is exempt from income taxes under Section
501(c) (3) of the Internal Revenue Code. Accordingly, no provision for income taxes is
recorded in the accompanying financial statements.

BFA is subject to routine audits by taxing jurisdictions; however, there are currently no
audits for any tax periods in progress. BFA’s federal income tax returns for 2014-2016
remain subject to examination by major tax jurisdictions.

NOTE B - CONCENTRATIONS

1. Revenue sources

As stated in Note A-7, BFA receives revenues for current operations primarily from
the State of Florida through the District. The following is a schedule of revenue
sources and amounts:

Sources Amounts
State funding through local district $3,741,630
Federal passed through local district 74,252
Other 220,398

$ 4,036,280
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BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
NOTE C - CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2016 was as follows:

Balance at Adjustments Balance at
June 30, and June 30,
2015 Additions Deletions 2016
Capital assets depreciated:
Leasehold improvements $ 555213 $ -$ - $ 555,213
Furniture, fixtures and equipment 436,370 1,519 - 437,889
Vehicles 6,500 - - 6,500
Property under capital lease 25,000 - - 25,000
Computer software 67,436 - - 67,436
Total assets depreciated $1090519$ 1519 $ - $ 1,092,038
Less Accumulated depreciation
Leasehold improvements $ 403,208 $ 5966 $ - $ 409,174
Furniture, fixtures and equipment 330,943 25,833 - 356,776
Vehicles 6,500 - - 6,500
Property under capital lease 605 501 - 1,106
Computer software 67,436 - - 67,436
Total assets depreciated $ 808,692 $ 32,300 - $ 840,992
Total governmental activities
Capital assets, net $ 251,046

Depreciation expense was charged to the following functions and programs:

Instruction $ 25,832
Facilities 6,467
Total $ 32,299

NOTE D - CASH, EQUITY IN POOLED CASH AND INVESTMENTS

Under Chapter 280, Florida Statutes, BFA’s deposits must be placed in banks and savings
and loans which are qualified as public depositories. BFA maintains cash deposits at a
bank in Florida. Deposits at the bank are insured by the Federal Deposit Insurance
Corporation (“FDIC”) up to $250,000. Monies deposited in amounts greater than the
insurance coverage are secured by the banks pledging securities with the State Treasurer
and collateral pool. As of June 30, 2016, there were no uninsured bank deposit balances.
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BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE E - COMMITMENTS

BFA leased property during the year for its administrative and classroom space under
various non-cancelable operating leases, which the longest term will expire June 30,
2018. In addition, BFA leased multiple copiers in the ordinary course of business. Total
rent expenses for the year ended June 30, 2016 was $578,867.

Future minimum lease payments required under the lease agreements are approximately

as follows:
Premises Equipment Total
June 30:
2017 $ 566,743 $ 13,540 $ 580,283
2018 347,785 13,540 361,325
2019 - 13,540 13,540
2020 - 11,284 11,284
2021 - - -
Total $ 914,528 $ 51,904 $ 966,432

NOTE F - DEFINED CONTRIBUTION PLAN

BFA offers a defined contribution plan named Bright Futures Academy Charter School,
Inc. 401(k) Plan. To be eligible to participate in the plan, participants must be at least 18
years old. Participants can elect to contribute up to 100% of their salary, subject to
annual IRS limitations. BFA may make a discretionary contribution at the end of each
plan year. For the year ended June 30, 2016, BFA made no contribution to the plan.

NOTE G - RISK MANAGEMENT

BFA is exposed to various risks of loss related to theft, damage to, and destruction of
assets, errors and omissions, injuries to employees and natural disasters. BFA purchases
commercial insurance for all material risks of loss to which BFA is exposed, including
general liability, property and workers compensation.

BFA did not have any settlements that exceeded insurance coverage for the years ended
June 30, 2014 - 2016.

NOTE H - CAPITAL LEASE
On March 25, 2014, BFA entered into a capital lease agreement for the purchase of an
air-conditioning unit with a total asset value of $25,000. The lease required no down

payment with 72 equal monthly payments. The interest rate was set at the lease
inception. Upon final payment of the lease, title to the capital assets will revert to BFA.
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BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE H - CAPITAL LEASE (continued)

The following is the schedule of the future minimum lease payments under the capital

lease:
June 30:
2017 $ 5,394
2018 5,394
2019 5,394
2020 4,945
Total minimum lease payments 21,127
Less: amount representing interest at 23% (4,639)
Present value of minimum lease payments $ 16488

NOTE | - LONG-TERM DEBT

Notes payable at June 30, 2016 was a promissory note payable to a contractor bearing
15% interest with 36 equal monthly payments of principal and interest of $5,200
beginning on May 1, 2013 and is unsecured. This note was paid in full during the year
ended June 30, 2016.

Interest expense for the year ending June 30, 2016, amounted to $2,796.
NOTE J- LEGAL SETTLEMENT

On October 9, 2015, BFA settled a lawsuit related to a breach of contract on a lease for
one of the locations where BFA was operating. The total amount of the settlement was
for $76,000 and at June 30, 2016, $49,800 was still owed and that amount is included in
accounts payable on BFA’s financial statements.

NOTE K- CONTINGENCY

On March 3, 2016, a former principal of BFA filed and EEOC charge with the U.S. Equal
Employment Opportunity Commission. The Charge indicated that no action was required by
the Academy. On August 17, 2016, the Academy received a charge requiring a formal
response, alleging retaliation and national origin discrimination Management believes that
the ultimate outcome of this charge will not have a material adverse effect on the net
position or operations of BFA. As such, no accrual for any contingency loss has been
included in these financial statements.
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BRIGHT FUTURES ACADEMY CHARTER SCHOOL, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE L - SUBSEQUENT EVENT
Effective July 1, 2016, BFA entered into Charter School Educational Services and
Support Agreement with Academica Broward, LLC. The initial term of the agreement is
for seven years with a renewal option for five years.

NOTE M - DATE OF MANAGEMENT’S REVIEW

Management has evaluated subsequent events through September 27, 2016, which is the
date the financial statements became available to be issued.
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Bright Futures Academy Charter School, Inc.
Schedule of Revenues, Expenditures and Changes

In Fund Balances - Budget and Actual
General Fund
For the Year Ended June 30, 2016
(Unaudited)

Variance with

Original Final Final Budget -
Budget Budget Actual Positive (Negative)
Revenues
Federal passed through local school district $ - 9% - $ - $ -
State passed through local school district 3,739,085 3,627,632 3,603,925 (23,707)
Other revenue 249,673 225,695 220,397 (5,298)
Total revenues 3,988,758 3,853,327 3,824,322 (29,005)
Expenses
Instruction 1,898,942 1,716,470 1,767,098 50,628
Pupil personnel services 104,088 111,964 95,373 (16,591)
Instructional media services - - - -
Instructional and curriculum development 180,262 159,578 162,983 3,405
Instructional staff training - - - -
Board expenses 12,648 60,832 108,643 47,811
General administration 292,868 179,724 181,107 1,383
School administration 222,837 312,987 289,953 (23,034)
Facilities acquisition & construction 419,321 462,498 452,328 (10,170)
Pupil transportation 54,416 55,443 47,572 (7,871)
Operation of plant 451,661 404,851 397,438 (7,413)
Maintenance of plant 4,797 4,087 2,386 (1,701)
Fiscal services 176,035 180,518 180,869 351
Community services 79,706 89,706 108,210 18,504
Total expenses 3,897,581 3,738,658 3,793,960 55,302
Revenues over expenditures 91,177 114,669 30,362 (84,307)
Debt service:
Retirement of principal 44,498 44,498 52,490 7,992
Interest 2,293 2,796 5,602 2,806
Net change in fund balance 44,386 67,375 (27,730) (95,105)
Fund Balance, July 1, 2015 164,354 164,354 164,354 -
Fund Balance, June 30, 2016 $ 208,740 $ 231,729 $ 136,624 $ (95,105)

The accompanying notes are an integral part of these basic financial statements.
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Bright Futures Academy Charter School, Inc.
Schedule of Revenues, Expenditures and Changes

In Fund Balances - Budget and Actual
Special Revenue Fund

Revenues
Federal passed through local school district
State passed through local school district
Other revenue

Total revenues
Expenses

Instruction
Pupil personnel services
Instructional media services
Instructional and curriculum development
Instructional staff training
Board expenses
General administration
School administration
Facilities acquisition & construction
Pupil transportation
Operation of plant
Maintenance of plant
Fiscal services
Community services
Total expenses

Revenues over expenditures
Debt service:
Retirement of principal
Interest
Net change in fund balance

Fund Balance, July 1, 2015

Fund Balance, June 30, 2016

$

For the Year Ended June 30, 2016
(Unaudited)

Variance with

Original Final Final Budget -
Budget Budget Actual Positive (Negative)
78,598 $ 78,598 $ 74,252 $ (4,346)
78,598 78,598 74,252 (4,346)
57,661 57,661 57,661 -
20,937 20,937 16,591 (4,346)
78,598 78,598 74,252 (4,346)
- 3 - $ - 3 -

The accompanying notes are an integral part of these basic financial statements.
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INDEPENDENT AUDITORS’ 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 Members
Bright Futures Academy Charter School, Inc.
North Palm Beach, Florida

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 and each major fund of Bright Futures Academy
Charter School, Inc., (“BFA™, a nonprofit organization), a charter school, as of and for the fiscal
year ended June 30, 2016, and the related notes to the financial statements, which collectively
comprise Bright Futures Academy Charter School, Inc.’s basic financial statements and have
issued our report thereon dated September 27, 2016.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered BFA’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 BFA's
internal control. Accordingly, we do not express an opinion on the effectiveness of the BFA’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 combination of deficiencies, in intenal 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.
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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 intemnal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether BFA’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed 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 entity’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 entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

Uinfeize v Lompare

September 27, 2016
Hollywood, Florida
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Management Letter as Required by the Rules of the Florida Auditor General,
Chapter 10.850, Florida Statutes, Charter School Audits

To the Board of Directors
Bright Futures Academy Charter School, Inc., Florida,
North Palm Beach, FL

Report on the Financial Statements

We have audited the financial statements of the Bright Futures Academy Charter School,
Inc., Florida, as of and for the fiscal year ended June 30, 2016, and have issued our report
thereon dated September 27, 2016.

Auditor’s Responsibility

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; and
Chapter 10.850, Rules of the Auditor General.

Other Reports and Schedules

We have issued our Independent Auditor's Report on Internal Control over Financial
Reporting and Compliance and Other Matters Based on an Audit of the Financial Statements
Performed in Accordance with Government Auditing Standards. Disclosures in that report,
which is dated September 27, 2016, should be considered in conjunction with this
management letter.

Prior Audit Findings

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 in the preceding annual
financial audit report.
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Official Title

Section 10.854(1)(e)5, Rules of the Auditor General, requires the name or official title of the
entity. The official title of the entity is Bright Futures Academy Charter School, Inc.

Financial Condition

Sections 10.854(1)(¢)2., Rules of the Auditor General, requires that we report the results of
our determination as to whether or not the Bright Futures Academy Charter School, Inc.
has met one or more of the conditions described in Section 218.503(1), Florida Statutes, and
identification of the specific condition(s) met. In connection with our audit, we determined
that the Bright Futures Academy Charter School, Inc. did not meet any of the conditions
described in Section 218.503(1), Florida Statutes.

Pursuant to Sections 10.854(1)(e)6.a. and 10.855(12), Rules of the Auditor General, we
applied financial condition assessment procedures for the Bright Futures Academy Charter
School, Inc. It is management’s responsibility to monitor the Bright Futures Academy
Charter School, Inc.’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.

Transparency

Sections 10.854(1)(e)7. and 10.855(13), Rules of the Auditor General, require that we report
the results of our determination as to whether the Bright Futures Academy Charter School,
Inc. maintains on its Web site the information specified in Section 1002.33(9)(p), Florida
Statutes. In connection with our audit, we determined that the Bright Futures Academy
Charter School, Inc. maintained on its Web site the information specified in Section
1002.33(9)(p), Florida Statutes.

Other Matters

Section 10.854(1)(e)3., Rules of the Auditor General, requires that we address in the
management letter any recommendations to improve financial management. In connection
with our audit, we have no such recommendations.

Section 10.854(1)(e)4., Rules of the Auditor General, requires that we address
noncompliance with 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 matenal but which warrants the attention of those charged with governance. In
connection with our audit, we did not have any such findings.
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Purpose of this Letter

Our management letter is intended solely for the information and use of the Legislative
Auditing Committee, members of the Florida Senate and the Florida House of
Representatives, the Florida Auditor General, Federal and other granting agencies, the Board
of Directors, applicable management and the Palm Beach County School District and is not
intended to be and should not be used by anyone other than these specified parties.

WMWW‘(X

Infante & Company
September 27, 2016
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