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January 7, 2020

Honorable Chairperson and Members of the
Charter School Authority Board
City of Cape Coral, Florida

Dear Chairperson and Members of the Charter School Authority Board:

We are pleased to present to you the Financial Statements and Independent
Auditors’ Report of the Cape Coral Charter School Authority (Authority), Cape
Coral, Florida for the year ended June 30, 2019. State law, the School District
of Lee County, and the Cape Coral Charter School Authority Charter require
that a complete set of financial statements be presented in conformance with
generally accepted accounting principles in the United States of America
(GAAP) and audited in accordance with auditing standards generally accepted
in the United States of America by licensed independent certified public
accountants.

Responsibility for both the accuracy of the presented data and the
completeness and fairness of the presentation, including all disclosures, rests
with the management of the City of Cape Coral. We believe the data, as
presented, are accurate in all material respects and are presented in a manner
designed to fairly set forth the financial position and the results of operations
of the Authority. All disclosures necessary to enable the reader to gain an
understanding of the financial activities have been included.

Management of the Authority is responsible for establishing and maintaining
an internal control structure designed to ensure that the assets of the Authority
are protected from loss, theft or misuse and to ensure that sufficient, reliable,
adequate accounting data is compiled for the preparation of financial
statements in conformity with accounting principles generally accepted in the
United States of America. Internal accounting controls have been designed to
provide reasonable rather than absolute assurance that the financial
statements will be free from matenal misstatement. The concept of reasonable
assurance recognizes that: (1) the cost of a control should not exceed the
benefits likely to be derived; and (2) the evaluation of costs and benefits
requires estimates and judgments by management. We believe that the
Authority’s internal controls adequately safeguard assets and provide
reasonable assurance of properly recorded financial transactions.

In addition, the Authority maintains budgetary controls. The objective of these
controls is to ensure compliance with legal provisions embodied in the annual
budget adopted by the Authority and approved by the Cape Coral City Council.

In compliance with the laws of the State of Florida, the Cape Coral Charter
School Authority’s financial statements have been audited by
CliftonLarsonAllen LLP, a fim of licensed certified public accountants. The
independent auditor has issued an unmodified (“Clean’®) opinion that the
Authority’s financial statements for the fiscal year ended June 30, 2019 are
fairly presented in conformity with GAAP. The independent auditors’ report is
presented as the first component of the financial section of this report.

www.CapeCharterSchools.org
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Management's discussion and analysis (MD&A) immediately follows the independent auditors’ report and
provides a narrative introduction, overview, and analysis of the basic financial statements. The MD&A
complements this letter of transmittal and should be read in conjunction with it.

PROFILE OF THE CHARTER SCHOOL AUTHORITY

In 2004, the Cape Coral City Council adopted ordinance 41-04 establishing Chapter 26 of the City of Cape
Coral Code of Ordinances entitled “Cape Coral Charter School Authority.”

The powers of the Authority are exercised through a goveming board. The members of the Board are as
follows: a City Councilmember, a member from the business community, a member from the education
community, and three (3) members from the community at large shall be appointed by the City Council.
The Charter School Superintendent shall serve as an “ex officio member” of the Board for so long as he/she
holds the respective position without need for further vote of the City Council or the Board. Parent members
from each school shall be chosen by and from parent organizations. The positions on the Board for parents
from each charter school shall be “ex officio” positions. The Charter School Superintendent and the parent
level members shall have the right to participate in all decisions of the Board but shall not have the right to
vote on any matter.

According to the 2010 census data, 17.1% of Cape Coral's population was school-age children. The
statistics from the 2010 census reflect an increase in the Cape’s overall population of 51.87% from the prior
decade. Duning the previous decade, the Cape's explosive population growth impacted the ability of the
Lee County School District to provide a sufficient number of seats for the District's West Zone, which
includes all of Cape Coral, Pine Island and parts of North Fort Myers and Fort Myers. The City of Cape
Coral developed the Cape Coral Charter School Authority to provide for a municipal charter school system
comprised of one elementary school which opened in August 2005; one elementary and one middle school
which opened August 2006; and one high school which opened August 2007.

Since the initial years of operation, enroliment has increased to capacity at both elementary schools and
the middle school facility. In the 2007-2008 school years, a freshman academy for ninth grade focusing on
the Cambridge University accredited curriculum was established and housed at Oasis Middle School. In
the 2008-2009 school years, both ninth and tenth grades were housed at Oasis Middle. On December 2,
2008, the Charter School Governing Board approved the design and construction of Oasis High School
which was built adjacent to the existing Oasis campus and opened in early August 2009. Oasis High was
occupied by grades 8 through 11 for the 2009-2010 school year and grades 8 through 12 for the 2010-2011
school year. The first senior class graduated from Oasis High School in June 2011.

In January of 2007, Christa McAuliffe Elementary School began operating a Voluntary Pre-Kindergarten
Program (VPK) funded by the State using available classroom space. In January 2009, this program was
supplemented by a pair of portable classroom facilities at the Christa McAuliffe campus for enroliment of40
full time students. In August 2010, additional portable classroom space was added to accommodate up to
54 students. Since 2014, the VPK program was offered at both Oasis Elementary and Christa McAuliffe
Elementary for 40 full-time students (20 FTE at each location). The administration has discontinued this
program for the 2019-2020 school year.

In June 2010, City Council approved an additional expansion plan for the Oasis campus to accommodate
enroliment demands of up to 3,200 students system-wide. The plan included twelve additional classrooms
at Oasis Elementary, twelve additional classrooms at Oasis Middle, six additional classrooms and a
gymnasium for Oasis High School as well as administrative offices. The expansion was completed in
August 2011.

In March 2011, a special obligation revenue bond was issued to cover the initial building cost for Oasis High
School as well as the 2011 Oasis campus expansion. The 30-year bond obligation of $17.69M included a
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Board of Directors
1 ) 1ar thool Authority

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the gener. fund, and the aggregate
remaining fund information of the Authority as of June 30, 2019, 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, the budgetary comparison schedules, and the schedules of the
Authority’s proportionate share of net pension liability and of its contributions — pension plans, be
presented to supplement the basic financial statements. Such information, although not a part of the
bi > 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 statt  :nts in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing stan irds 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  iponses
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 « inion or
provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 7,
2020, on our consideration of the Authority’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 solely 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 the
effectiveness of the Authority’s internal control over financial reporting or on compliance. That re ort is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Authority’s internal control over financial reporting and compliance.

(I F
January 7, 2020






MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Cape Coral Charter School Authority’s (the “Charter School") Management Discussion and
Analysis (MD&A) is a narrative overview and analysis of the financial activities of the Charter School
for the fiscal year ended June 30, 2019. Itis designed to (a) assist the reader in focusing on significant
financial issues, (b) provide an overview of the Charter School's financial activity, and (c) identify
changes in the Charter School’s financial position.

Since the MD&A is designed to focus on the current year's activities, resulting changes and current
known facts, please read it in conjunction with the Cape Coral Charter School Authority’s financial
statements (beginning on page 15) and letter of transmittal.

Comparative data presentation is provided; however, results may be significantly impacted due to
changes in per pupil funding, student enroliment, or legislative mandates.

HIGHLIGHTS
Financial Highlights

» At the close of fiscal year 2019, the Cape Coral Charter School Authority’s assets and deferred
outflows of resources exceeded its liabilities and deferred inflows of resources by $3,667,934 (net
position). This is an increase of from the prior year’s balance of $865,466 at June 30, 2018, or an
increase of 30.9% in comparison to the prior year.

o Total revenues for fiscal year 2019 were $26,621,746 as compared to $26,509,986, for fiscal year
2018, or an 0.4% increase in comparison to the prior year.

e Total expenses for fiscal year 2019 were $25,756,280 as compared to $23,945,520 for fiscal year
2018, or an 7.6% increase in comparison to the prior year.

Overview of the Charter School Financial Statements

This discussion and analysis is intended to serve as an introduction to the Cape Coral Charter School
Authority’s financial statements. The financial statements consist of three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to statements.

The Government-wide Financial Statements distinguish the functions of the Cape Coral Charter
School Authority as being principally supported by local revenues (FTE dollars through the Lee County
School District) (governmental activities) as opposed to business-type activities that are intended to
recover all or a significant portion of their costs through user fees and charges. The Cape Coral Charter
School Authority has no business-type activities and no component units for which they are financially
accountable. The government-wide financial statements can be found on pages 15-16 of this report.

The Statement of Net Position presents information on the Cape Coral Charter School Authority’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 the
charter schools is improving or deteriorating.

The Statement of Activities presents information for all of the current year's revenues and expenses
regardless of when cash is received or paid. Thus, revenues and expenses are reported in this
statement for some items that will eventually result in cash flows in future fiscal periods.

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. The Cape Coral Charter
School Authority, like other state and local governments, use fund accounting to ensure and
demonstrate compliance with finance-related requirements. The Cape Coral Charter School Authority












F I

The following is a chart of revenues by major source for the Charter School for fiscal yeai  119.

Revenue by Source

Federal Reveniie

So! Florida State

‘ducation Finance
Program, 80.8%
Interest income

Other rex

Other State
Source,

program, 0.7%

Total revenue increased $111,760 or 0.4% in comparison to prior year. Outlined below are the
explanations for the most significant revenue changes.

Charges for Services increased by $215,696 or 28.7%.

e Food service sales paid by parents or guardians of $732,196 reflected an increase of
$160,830 or 28.1% from $571,366 in the prior fiscal year. During the 2017-2018 fiscal year,
no students were charged for meals during the months of Sep nber — November due to
Hurricane Irma, therefore, the food service sales payments by parents in the 2017-2018 fiscal

year was reduced. In fiscal year 2018-2019, revenue returned to pre-Irma levels.

e Instruction basic revenue of $250,885 reflected an increase « 3$97,584 or 63.7% from
$153,301 in the prior fiscal year. The increase is due to the reclassification of revenue
collected in the Internal Fund and transferred to the General Fund for classroom e  enditures.
In prior fiscal years, the classroom expenditures were purchased directly out of the Internal

Fund.

¢ (General Administration revenue of $217,067 reflected an increase of $197,974 or 1,036.9%
from $19,093 in the prior year. The increase of $197,974 reflects the change in accounting
policy for the following revenue: student parking passes, student locker rental, student test
taking fees and Afterschool Care Revenue. In addition, revenue was received for the copier
rebate, E-Rate funding, Parks and Recreation reimbursement and Wellness Reimbursement.

e Pupil Transportation Services revenue of $15,437 reflected an increase of $8.531 or
fri )6 int prior irdue totheincre: :in tl of mbu tr

Transportation Department charges an hourly rate for the usage of buses for local class field

trips (during the school day) and Parks and Recreation Aftercare Program trips.






climate or school safety. To receive funding, Local Educatior icic  (LEAs) develop a
ni ass:ment that examines the needs for improvement in three key areas: acct  :to and
opportunities for a well-rounded education, safe and supportive conditions for leal ig, and
access to personalized learning experiences supported by technology. At Oasis E 1entary
School, the Principal recognized the need for personalized learning experiences sur rted by
technology. Funding in the amount of $6,549 was received for the purchase of Chromebooks
for classroom use.

Reimbursements through the Florida Department of Education for the National School
Breakfast and Lunch Program of $472,250 which is a decrease of $167,157 or 2€ % n
$639,407 in fiscal year 2018. In fiscal year 2018, the reimburse :nts were abnormally high
as a result of Hurricane Irma, where all students received free breakfast and lunch from
September 2017 through November 2017.

The funding from the State for the Voluntary Pre-Kindergarten (VPK) Program of $194,816
which is an increase of $731 or 0.4% from the prior $194,085 in fiscal year 2018. Fiscal Year
2019 is the last year that the VPK program will be offered at the C rter School.

Safety Grant — In 2018, the Florida State Legislature passed, and the Governor signed ¢
7026, the Marjory Stoneman Douglas High School Public Safety Act. This legislation outlines
significant reforms to make Florida schools safer. Provisions of the law include new mental
health services and training, a safe-school officer at each public school as well as school safety
assessments for each school. In fiscal year 2019, the Authority received $112,757 in funding
to offset a portion of the cost of placing a Cape Coral police officer in each building.

Emergency Impact Aid for Displaced Students — Funding was received in fiscal year 2019 from
the Department of Education. The grant funds were allocated based on the number of displa
students reported to the Florida Department of Education (FDOFE) in 2018 due to nat
disasters during the 2017~ 2018 school year (Hurricane Irma). The inds were weighted based
on the student being coded as general education, having disal ties, or being an English
language learner. In fiscal year 2019, the Authority received $9,007 in funding at Christa
McAuliffe Elementary School to reimburse for salaries for teac s during the 2017-2018
school year.

Capital Grants and Contributions decreased by $811,037 or 34.7%.

Funding from the Florida Department of Education for local capital improvement revenue
(LCIR) section 1013.62 Florida Statues, (F.S.) was received in the amount of $1,697,980 in
2018, no additional funds were received in 2019. The funds : 3 currently restricted and
unavailable for use pending finalization of a class action suit on the distribution of the funds.

The Cape Coral Charter School Authority is eligible to receive Public Education Capital Outlay
(PECO) funding from the State of Florida Department of Educatinn. Capital Outlay  1ding is
based on enroliment and is intended to help offset the costofthes ool buildings. The amount
recei for fiscal year 2019 was $1,527,869 which is an increase of $886,943 or 138.4% o

the previous year.

The decrease of the local capital improvement revenue (LCIR) of $811,037 was offset by an
increase to the PECO funding in fiscal year 2019.
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positions were added to the budget increasing the total budgeted positions to 302. In addition, the
Charter Authority offered health benefits to more employees due to Health Care Reform.

Contractual services, materials and supplies of $7,986,440 represent 31.0% of total expenses.
Contractual services increased by $1,387,635 or 21.0% from $6,598,805 in the prior fiscal year
primarily due to the installation and upgrade of security needs ($278,322), additional food service
equipment ($38,576), and air conditioning units at all buildings ($1,115,515).

Depreciation expense of $470,233 represents 1.8% of total capital expenses. Depreciation Expense
increased by $164,258 or 53.7% from $305,975 in the prior fiscal year. This increase is due to the
addition of $1,534,107 in capital assets in 2019. In FY19, there were $470,188 in assets that were
either disposed of or retired.

Capital Assets

The Cape Coral Charter School Authority’s investment in capital assets as of June 30, 2019, is
$2,335,105 (net of accumulated depreciation).

The following table provides capital asset information as of June 30, 2019.

2019 2018 Percentage Change
Equipment $ 1,380,126 $ 358,202 285.3%
Buildings 16,400 21,200 -22.6%
Vehicles _ 613,842 787,367 -22.0%
Leasehold Improvements 312,179 104,462 198.8%
Computer Software 12,558 - -
Totals $ 2,335,105 $ 1,271,231

Total capital assets increased by $1,063,874 or 83.7% during the current fiscal year. The increase is
comprised of $1,534,107 in new assets and $470,233 in accumulated depreciation for the fiscal year.
The increase is attributable to the Authority's belief in providing a safe environment for their staff and
students. During FY19 the following capital assets were purchased and installed: security cameras (all
buildings), updated fencing (all buildings), replacement of copiers (all buildings), replacement of air
conditioners and air handlers (all buildings), convection ovens and refrigerators (Oasis Middle School
and High School) and a convection oven (Oasis Elementary).

Long-Term Debt

At June 30, 2019, the Cape Coral Charter School Authority had $335,074 in capital lease obligations.
The following is a schedule of outstanding capital leases as of June 30, 2019 and 2018:

Percentage
2019 2018 Change
$ 335,074 $ 541,360 -38.1%

Total debt decreased by 206,286, or 38.1%, during the current fiscal year. The total debt decrease is
comprised of the following: a new capital lease of $101,694, scheduled debt payments of $302,014 and
premium amortization of $5,966 for a net change of $335,074.

1"
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Economic Factors and Next Year's Budget

Unlike.a taxing authority, the Cape Coral Charter School Authority must consider factors specific to the
operation of the schools in establishing next year’s budget.

For fiscal year 2019, the Authority realized an increase of $865,466 in net position from the prior fiscal
year. The primary funding source for the Charter School is the FEFP which yearly establishes a Full
Time Equivalent (FTE) student allocation. Therefore, one of the most important considerations must be
student enroliment. In addition, state and federal budget legislation can have a significant impact on
the funding level per student. For the 2019-2020 school year, there is an anticipated increase of 64
enrolled students in the 2019-2020 adopted budget. This is due in part to the discontinuation of the
VPK program at Oasis Elementary School and Christa McAuliffe Elementary School. For the 2019-
2020 school year, an additional $243 in per student FEFP funding is anticipated; however, a decrease
in enroliment would affect this funding source.

In fiscal year 2019, the Authority outsourced the custodial services to provide a cleaner, safer
environment for all students and staff. The expenses for maintenance services, and pupil transportation
services continues to be in-sourced with charter school employees. The Administration continues to
keep a close eye on the cost of employee benefits, the future impact of the Affordable Health Care Act
on the budget and the cost of the outside service contracts which remain for landscape maintenance,
and technical and professional services provided through the City of Cape Coral.

In January 2013, the charter schools began paying the debt service to the City of Cape Coral for the
2011 Special Obligation Bond which funded the building of Oasis High School and the Oasis High
gymnasium, as well as the expansion of Oasis Elementary and Oasis Middle. For fiscal year 2020, all
debt service will be once again paid in equal monthly payments to meet the City’s debt requirement.

The City of Cape Coral owns the Charter School Authority (Authority) buildings and the associated
debt. Now that the buildings are aging, the City Council has been in discussions with the Charter
School to restructure the lease agreement with the Authority. The restructure would allow for the City's
general fund to support the debt payments currently paid 100% by the Authority. Because the debt,
and resulting lease agreement, is not level throughout the years, it is difficult for the Authority to pay for
both capital purchases and capital maintenance while also paying down the debt. The City Council is
considering a smoothing of the lease payments that cover the City's debt to improve the Authority’s
ability to make capital purchases and perform capital maintenance.

Al four City Charter Schools maintain an “A” rating with the Florida Department of Education and are
considered a valuable asset to the City of Cape Coral.

City Management, along with City Council has proposed a business model to address long-term
sustainability that incorporates a pro-active capital maintenance and capital purchases budget. The
Charter Authority and the City are confident this business model will be adopted during FY 2020.

The Administration considers all of these factors in preparing the Cape Coral Charter School Authority’s
budget for fiscal year 2020.

Request for Information

This financial report is designed to present users with a general overview of the Cape Coral Charter
School Authority’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be directed to the Cape Coral Charter School
Authority through the Financial Services Department of the City of Cape Coral, 1015 Cultural Park
Blvd., Cape Coral, FL 33990.
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CAPE COF  CHARTER SCHOOL AUTHORITY

STATEMENT OF NET POSITION
June 30, 2019

ASSETS
Cash and cash equivalents
Accounts receivable
Intergovernmental receivable
Prepaid expense
Capital assets (net of accumulated depreciation)
Equipment
Buildings
Vehicles
Leasehold Improvements
Intangible
Total capital assets

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pension

LIABILITIES

Current Liabilities
Accounts payable and other accrued liabilities
Accrued payroll

Due to City of Cape Coral

Noncurrent liabilities:
Due within one year
Due in more than one year

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pension

NET POSITION
Net investment in capital assets
~ Restricted
Unrestricted

Total net position

The )anyi  1otes to the financial statements are an integral part of this stater
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$ 9,985,750
47,858
149,260
65,039

1,380,126
16,400
613,842
312,179
12,558
2,335,105
12,583 2

4,208,510

162,571
414
5,423

272,230
10,964,696
11,731,334

1,392,254

2,000,030
1,697,980
(30,076)

@ !
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FUNCTIONS

Instruction Basic (FEFP K-12)
Exceptional Education Services
Pupil Personnel Services

! h Services

Other Pupil Personnel Services
Instructional Media Services
Instructional Staff Training Services
Board

General Administration

School Administration

Facilities Acquisition & Construction
Fiscal Services

Food Services

Data Processing Services

Pupil Transportation Services
Operation of Plant
Maintenance of Plant
Voluntary Pre-Kindel
Interest on Capital Lease
Totals

en Program

CAPE CORAL CHARTER SCHOOL AUTHORITY

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2019

Net (Expenses)
Revenue and

Cha sinh
Program Revenues rosition
Operating t ital Grants
Charges for Grants and and
Expenses Services Contributions Contributions Unit Activities

$ 13,442,707 $ 135 $ 1,682,579 $ - $ (11,759,993)
191,383 - - - (191,383)
279,024 - - - (279,024)
161,317 - - - (161,317)
195,626 - - - (195,626)
88,156 1,527 - - (86,629)
70,450 - 66,729 - (3,721)
38,550 - - - (38,550)
552,821 217,067 - - (335,754)
2,051,961 - - - (2,051,961)
18,744 - - - (18,744)
383,934 - - - (383,934)
1,017,722 732,196 472,250 - 186,724
277,673 - 6,549 - (271,124)
1,527,583 15,437 - - (1,512,146)
3,874,329 - - 1,527,869 (2,346,460

1,406,457 - - - (1,406,4
168,872 - 194,816 - 25,944
8,971 - - -

$  25756,280 3 966,362 $ 2,422,923 b 1,527,869

General Revenues:
Florida Education Finance Program (State through Lee County Schoo! District)
Interest income
Total general revenues
Change in net position
Net position - beginning
Net position - ending

The accompanying notes to the financial statements are an integral part of this statement.
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$ 21,502,564
202,028
21,704,592
865,466
2,802,468
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CAF™ CORAL CHARTER SCHOOL AUTHORITY

BALANCE SHEET
Governmental Funds
June 30, 2019

ASSETS
Cash and cash equivalents
Receivables, net
Intergovernmental receivable
Prepaid items
Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and other accrued liabilities
Accrued wages and benefits
Due to City of Cape Coral
Total liabilities

Fund balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned
Total fund balances
Total liabilities and fund balances

General Fund
$ 9,985,750
47,858
149,260

QoK N0

10 za¢ 90/

162,571
326,414

£ Ann

104,408

65,039
1,697,

229,499
824!

o o 197

< 1A Y/

The accompanying notes to the financial statements are an integral part of this statement.
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CAPE CORAL CHARTER SCHOOL AUTH(  TY

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
June 30, 2019

Total fund balances - governmental funds $ 9,753,499

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

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds. These assets consist of:

Capital Assets $ 4,862,456
Accumulated depreciation (2,627 *=1 2,335,105

Deferred outflows of resources related to pension liability are not
recognized in the governmental funds: however, they are recorded in the
statement of net position under full accrual accounting. 4,208,510

Long-term liabilities, including debt payable, are not due and payable in the
current period and therefore not reported in the fund statements.

Compensated absences $ (712,522)
Net Pension Liability (10,189,330)
Capital leases payable (335,074)  (11,236,926)

Deferred inflows of resources related to pension liability are not recognized
in the governmental funds: however, they are recorded in the statement of

net position under full accrual accounting. (1,392,254)
Net position of governmental activities e 9b/,Y34 '

The accompanying notes to the financial statements are an integral part of this statement.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

Rever
Federal

Federal

GOVERNMENTAL FUNI

For the Year Ended June 30, 2019

Direct Sources

JROTC reimbursable charges
Other federal grants

through State Sources

NSLP Lunch Reimbursement
NSLP Breakfast Reimbursement

Federal through Local Sources

Title 11-A funding
Title VI funding

State through Local Sources

Florida Education Finance Program
Florida Teachers Classroom Supply Assistance Program
School recognition funds
VPK Program
Public Education Capital Outlay (PECO)
Advanced !nternational Certificate of Education
(AICE Diploma Program)
Best and Brightest Scholarship

Local So s

Food service sales
Transportation service charges
Contributions and donations
Interest income
Cther revenue

Total Revenues

Expenditures:

The accor

Instruction Basic (FEFP K-12)

Exceptional Education Senvices

Guidance Senvces

Health Services

Other Pupil Personnel Services

Instructional Media Services

Instructional Staff Training Services

Board

School Administration

General Administration

Fiscal Services

Food Services

Data Processing Senvices

Pupil Transportation Services

Operation of Plant

Maintenance of Plant

Facilities Acquisition & Construction

Capital Outlay

Debt Service:

Principal
Interest and fiscal charges

Total Expenditures

Excess of revenues over expenditures
)
Issuance of Debt
Total Other Financing Sources
Net change in Fund Balance
Fund balance - beginning
Fund balance - ending

iying notes to the financial statements are an integral part of this statement.
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General Fund

92,894
121,765

408,965
63,285

66,729
6,549

21,502,564
55,431
312,552
194,816
1,527,869

589,701
243,471

732,196
15,437
266,850
202,028
27y
26,621,745

13,183,110
186,329
268,039
155,606
187,848

88,805
70,450
38,550
596,828
1,950,027
382,988
990,098
245,934
1,319,709
4,640,585
462,922
1,403
1,534,107

302,014
14,938

26,620,290

1,456

101,694

101,694

103,150
~arniagg
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\PE CORAL Ct TERSCHOOL JTHC TY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, ND CHANGES IN FUND
OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
June 30, 2019

Net change in fund balance - total governmental funds $ 103,150

Governmental funds report capital outlays as expenditures. However, in
the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which depreciation exceeded capital outlay in the current

period.

Capital outlay 3 1,534,107

Depreciation (470,233) 1,063,874
Chang 0 long-term compensated absences (27,590)

The issuance of debt provides current financial resources to governmental
funds, while the repayment of the principal of the long term debt
consumes the current financial resources of the governmental funds.
Neither transaction, however, has an effect on net position.

Principal on capital lease $ 302,014
Amortization of premium 5,966
Issuance of debt (101 som 206,286

Net effect of pension related expenses which decrease net position:
Contribution subsequent to measurement date $ 866,987

Authority's share of collective pension amounts
for the measurement period ‘ (1,347 241 (480,254)

Change in net position of governmental activities $ 865,466

The accompanying nc o the financial statements are an integral part of this statement.
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CAPE CORAL CHARTER SCHOOL AUTHORITY

STATEMENT OF FIDUCIARY NET POSITION
June 30, 2019

ASSETS
Cash and cash equivalents $ 352,522
Accounts receivable 390
$ 352,912
LIABILITIES
Accounts payable and other accrued liabilities $ 17,689
Due to others 335,223
3 352,917

The accompanying notes to the financial statements are an integral part of this statement.
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Measurement Focus and Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized and reported in the
Financial Statements. The Cape Coral Charter School Authority’s Government-wide Financial
Statements are reported using the economic resources measuremen! cus and the ¢ il basis
of accounting. Under the accrual basis of accounting, revenues are :corded w 1 earned and
expenses are recorded when the liability is incurred. The governmental fund financial statements
are reported using the current financial resources measurement focus and the modified accrual
basis of accounting. Since the governmental fund statements are presented on a different
measurement focus and basis of accounting than the government-wide statements, a reconciliation
is presented which briefly explains the adjustments necessary to transform the fund basec nancial
statements into the governmental activities of the government-wide presentation.

Assets, Liabilities and Net Position, Revenues, and Expenditures/Expenses

1. Cash and Investments

Section 218.415, Florida Statutes, limits the types of investments that a government can invest in
unless specifically authorized in an investment policy. On August 8, 2011, the City of Cape Coral
adopted a revised comprehensive investment policy pursuant to Section 218.415, Florida Statutes
that established permitted investments, asset allocation limits, issuer limits, credit rating
requirements, and maturity limits to protect cash and investment assets. This policy is adopted as
the Cape Coral Charter School Authority Board's investment policy as stipulated in section 6144 of
the Charter School bylaws. The Charter School Authority maintains a common cash d
investment pool for the use of all funds. The investment policy applies to all cash and investments
held or controlled by the Charter School Authority.

The cash deposits are held by a bank that qualifies as a public depository under the Florida Security
for Public Deposits Act as required by Chapter 280, Florida Statutes.

As of June 30, 2019, the Authority's investment portfolio did not incl.  : any investments that are
required to be held by a third-party custodian.

Detailed information on allowable investments and actual holdings can be found in Note lll  etailed
Notes 1. Cash and Investments.

2. Accounts and Intergovernmental Receivables
Receivables are monies due to the Cape Coral Charter School Authority at the end of the fiscal
year. Receivables are distinguished between those due from other governmental agencies

including the City of Cape Coral and those due from non-governmental sources (accounts
receivable). Both are described in Note Ill, Detailed Notes 2 Receival s.

The Authority has the following types of receivables:

Accounts Receivable

The receivable for Umversal Service Administrative Company (E-Rate) is for telephone expense
20 Tl L n

of expense tor umpire Services not uti b e
MySchoolBucks is for overcharge of bank fees durlng fiscal year 2019.
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CAPE CORAL CHARTE SCF._ _ _ AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

Intergovernmental

An intergovernmental receivable has been recorded for the May reimbursement of the State funded
Voluntary Pre-Kinderg: (VPK) program ope ing at Oasis Elem tary and Christa McAuliffe
Elementary Schools. Oasis and Christa McAuliffe elementary sch. Is each have 20 full time
equivalent students enrolled in the program.

An Intergovernmental receivable has been recorded for the After-School Program Revenue for
fiscal year 2019 to cover the cost of staffing.

An intergovernmental receivable has been recorded for funding from the US Army to offset
approximately 50% of the cost of the three JROTC instructors’ salaries. Oasis High School receives
reimbursements from the Army Junior Reserve Officer (JROTC) program which is a program that
teaches students character education, student achievement, wellness, leadership, and diversity.

An intergovernmental receivable has been recorded for Title Il Revenue for fiscal year ) for
expenditures billed to Lee County School District but not received by *  :al year end.

An intergovernmental receivable has been recorded for the cost of bussing and associat

custodial services for the City of Cape Coral’s after-school programs for the period of April-June
2019. The City of Cape Coral provides before and after school programs, and summer youth
programs which are operated at the charter schoot facilities and utilize the charter schoo usses.

An intergovernmental receivable has been recorded for the June 2019 Public Education Capital
Outlay (PECO) payment, funded by State of Florida Department of Education. PECO is based
enrollment and is intended to help offset the cost of the school buildings.

All receivables are considered to be collectible. No allowances for uncollectible anr  nts 2
recorded.

3. Capital A ts

Capital assets are defined by the Authority as assets with an initial. 1dividual cost of $5,000 or
more and a useful life in excess of one year. Capital assets are rec ded at historical cost. © e
costs of normal maintenance and repairs that do not add to the value of the asset or 1 iterially
extend the life of the asset are not capitalized but are expensed as incurred.

Capital assets are depreciated using the straight-line method of depreciation over the useful lives
of the related assets. The depreciable life of each asset is determined by City of Cape Coral
Administrative Regulation 51 and complies with generally accepted accounting principles.

Asset Years
Equipment 3-5
Buildings 3-10
Vehicles 3-10
Computer Software 3
Leasehold Improvements 3-13
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CAPE CORAL CHARTER SCHOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

the fiduciary net position of the Florida Retirement System (FRS) defined benefit plan and the
Health Insurance Subsidy (HIS) and additions to/deductions from FRS’s and HIS’s fiduciary net
position have been determined on the same basis as they are reporte by the FRS and HIS plans.
For this purpose, plan contributions are recognized as of employer payroll paid dates and benefit
payments and refunds of employee contributions are recognized when due and ¢ able in
accordance with the benefit terms. Investments are reported at fair value.

9. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position reports a separate section for red
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future  riod(s) and so will not be
recognized as an outflow of resources (expense/expenditure) until th . The deferred outflows of
resources reported in the Authority’s statement of net position pertain to the Authority's participation
in the Florida Retirement System Pension Plan and the Retiree Health  surance Subsidy Program.

In addition to liabilities, the statement of financial position reports a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be
recognized as an inflow of resources (revenue) until that time. The deferred inflows of resources
reported in the Authority's statement of net position pertain to the Authority’s participation in the
Florida Retirement System Pension Plan and the Retiree Health Insurance Subsidy Program.

The potential components of deferred inflows or outflows relating to pensions include differences
between expected and actual economic experience, changes in actuarial assumptions, the net
difference between projected and actual earnings on pension plan investments, changes in
proportion between Authority contributions and the proportionate share of contributions, and the
Authority’s contributions subsequent to the measurement date.

10. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items in both the government-wide and fund financial statements.

11. Unearned Revenue

Revenue cannot be recognized until it has been earned and is available to finance expenditures of
the current fiscal period. Revenue that is earned but not available is reported as deferred inflow of
resources in the General Fund until such time as the revenue becomes available.

12. Use of Estimates

The preparation of financial statements in conformity with accounting principles generallv accepted
in the United States of America requires management to make certain estimates

tl ttl  reported amounts of assets and liabilities and discl of contil

liabilittes as ot the date of the financial statements, and the » amounts

expenses during the reporting period. Actual results could differ from those estimates.
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CAPE CORAL CHARTER SCHOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

e Bankers' Acceptances, issued by a domestic bank or a federally chartered domestic
office of a foreign bank

e State and/or Local Government Taxable and/or Tax-Exempt Debt

¢ Registered Investment Companies (Mutual Funds), that are registered under the
Federal Investment Company Act of 1940 and operated in accordance with 17 C.F.R
§ 270.2a-7

¢ Intergovernmental Investment Pools, that are authorized pursuant to the Flor 1 Inter-
local Cooperation Act, as provided in Section 163.01, Florida Statutes
Intergovernmental Investment Pools. A maximum of 25% of available funds may be
invested in the intergovernmental investment pools.

e« Corporate Notes, issued by corporations organized and operating within the United
States or by depository institutions licensed by the United States

e Corporate Obligations, issued by financial institutions that participate in the FDIC’s
Temporary Liquidity Guarantee Program and are fully insured by the FDIC a
guaranteed by the United States Government

* Mortgage-Backed Securities (MBS) that are based on mortgages that are guaranteed
by a government agency or GSE for payment

e Asset-Backed Securities (ABS) that are backed by financial assets

» Bond Funds

As of June 30, 2019, the Charter School Authority had the following investment types and effective
duration presented in terms of years:

Weighted
rrage
ation

Security Type Fair Ve"~ "Years)
Local Government Investment Pool - Florida Prime (SBA) $ 3,051,740 0.08
Intergovernmental Investment Pool - Florida Class 3,386,856 0.15
Total Fair Value $ 7,224,596

Portfolio Weighted Average Duration 0.11

C. Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer  iability
in an orderly transaction. In determining this amount, three valuatic techniques are available.
Market approach — This uses prices generated for identical or similar assets or liabilities. = 2 most
common example is an investment in a public security traded in an active exchange such as the
NYSE. Cost approach — This technique determines the amount required to replace the current
asset. This approach may be ideal for valuating donations of capital assets or historical treasures.
Income approach — This approach converts future amounts (such as cash flows) into a current
discounted amount. Each of these valuation techniques requires inputs to calculate a fair value.
Observable inputs should be maximized in fair value measures, and unobservable inputs should

be minimized.
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As of June 30, 2019, the Authority had the following investment measi :ments by security type:

Total Fair Value

Investments Measured at Ne (N
LGIP - FLCLASS $ 3,386,856
Total Investments Measured at NAV 3,386,856

Investment Measured at Amortized Cost
LGIP - Florida PRIME 3,837,740

Total linvestments $ 7,224,596

Other information for investments measured at the NAV or its equivalent follows:

Redemption
Unfunded I demption Notice
Fair Value [ ommitments Frequency Period

Pooled/Common/Comngled Finds:
FLCLASS $ 3,386,856 $ - Daily 1 Day
Total Investments Measured at NAV & 2286 856

The FLCLASS investment pool seeks to generate competitive market returns in a manner that will
provide safety of principal while meeting the liquidity needs of Participant.

The SBA Pool Florida PRIME manages billions of dollars for Florida local governments and
purchases investments consistent with Chapter 215.47, Florida Statutes. Florida PRIME currer
meets all of the necessary criteria to elect to measure all of the investments in Florida PRIME at
amortized cost. Thus, the pool operates essentially as a money market fund, but is classified as an
external investment pool.

Qualifying local government investment pools in the state of Florida must comply with applicable
Florida statutory requirements. Chapter 218.409(8)(a), Florida Statutes state that the principal
balance within a LGIP trust fund is subject to withdrawal at any time. However, the Executive
Director may, in good faith, on the occurrence of an event that has a material impact on liquidity «
operations of the trust fund, for 48 hours limit contributions to or withdrawals from the trust fund to
ensure that the Board can invest in the monies entrusted to it in exercising its fiduciary
responsibility. Such action must be immediately disclosed to all participants, the Trustees, e Joint
Legislative Auditing Committee, the Investment Advisory Council, and the Participant Local
Government Advisory Council.

With regard to liquidity fees, Chapter 208.409(4) provides authority for an LGIP to impose penalties
for early withdrawal, subject to disclosure in the enrollment materials of the amount and purpose of
such fees. At present, no such disclosure has been made by the SBA.

D. Interest Rate Risk

The Charter School Authority’s investment policy sets limits for investment maturities to match
known cash needs and anticipated cash flow requirements. Investments of current operating funds
shall have maturities of no longer than twenty-four (24) months. Investments of bond reserves,
construction funds, and other non-operating funds, “core funds”, shall have a term appropriate to
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“APE CORAL CHARTER >HOOL AUTHC ITY
NOTE™ T~ TH™ FINAM AL 7T JEN S

6. Jerating Leases

The following schedule reflects the operating lease obligations for the Charter School Authority for
the terms of the leases.

Year ending
June 30, ctal
2020 $ 3,191,476
2021 3,194,625
2022 3,082,062
2023 3,191,750
2024 3,187,437
2025-2029 15,936,937
2030-2034 15,931,081
2035-2039 12,446,413
2040-2041 1,489,550

$ 61,651,331

The Authority leases the buildings from the City. For fiscal year 2019, lease payments totaled
$3,190,487. In fiscal year 2009, capital outlay revenue became available based on current Flori
State Statute 1013.62 to offset a portion of the building lease obligations. In fiscal year 2019,
capital outlay revenue received was $1,527,869.

While the lease term is set to renew every five years, the Authority’s lease payment represents the
City’s annual debt service on the City's 2011 Series Bonds. As such, the Authority's commitment
to the City extends beyond the end of the current lease agreement to the maturity date of the
bonds.

The City of Cape Coral owns the Charter School Authority (Authority) buildings and the associated
debt. Now that the buildings are aging, the City Council has been in discussions with the Charter
School to restructure the lease agreement with the Authority. The res icture would allow for the
City's general fund to support the debt payments currently paid 100% by the Authority. Because
the debt, and resulting lease agreement, is not level throughout the years, it is difficult for the
Authority to pay for both capital purchases and capital maintenance while also paying down
debt. The City Council is considering a smoothing of the lease payments that cover the City’s debt
to improve the Authority’s ability to make capital purchases and perform capital maintene e.

All four City Charter Schools maintain an “A” rating with the Florida Department of Education and
are considered a valuable asset to the City of Cape Coral.

City Management, along with City Council has proposed a business model to address long-term
sustainability that incorporates a pro-active capital maintenance and capital purchases budget. The
Charter Authority and the City are confident this business model will be adopted during FY 2020.

35



CAPE CORAL CHARTER SCHOOL AUTHOR Y
\NCIAL STATEMENTS

7. Fund Balances

Fund balances for governmental funds at June 30, 2019 are as follows:

Total
Fund balances:
Nonspendable
Prepaid ltems $ 65,039
Restricted
Discretionary Capital 1,697,980
Committed
Security Project 229,499
Assigned
Encumbrances 824,594
Unassigned 6,936,387
Total fund balances $ 9,753,499
8. Other Revenue
Other revenue consists of the following:
Total
Rents and Royalties $ 7,000
Disposition of Fixed Assets 3,844
Student Parking Pass ' 4,240
Student Locker Rental 4,900
NSF Check Fees 888
Lost Damaged/Sold Library and Textbooks 1,527
Copier Rebate 16.675
Student Test Retake Fees 774
Vendor Rebate 223
ERATE Funding T 580
Parks & Rec Reimbursement 25,576
Wellness Reimbursement 29.885
EBAS Funding Z 103
After School Revenue 2825
Insurance Premium Refund 428
Other Revenue 166
Total other revenue $ 218,644

9. A it

The Charter School Authority is exposed to various risks of loss rela | to torts, theft of, damage
to and the destruction of assets; errors and omissions; injury to employees; and natural disasters.
Commercial property insurance coverage for the buildings leased by the Authority is provided by
the City and reimbursed by the Authority as part of the annual lease payment. The Charter School
Authority has purchased insurance coverage through Preferred Governmental Insurance Trust for
property (contents) and casualty with combined limits of $1,000,000 r person / $2,000,000 per
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All vested members, enroiled prior to July 1, 2011, are eligible for norm:i -etirement benefits at age
62 or at any age after 30 years of service, except for members classified as special risk who are
eligible for normal retirement benefits at age 55 or at any age after 25 years of service. All members
enrolled in the FRS Plan on or after July 1, 2011, once vested, are eligible for normal re ement
benefits at age 65 or any time after 33 years of creditable service, except for members classified
as special risk who are eligible for normal retirement benefits at age 60 or at any age after 30 years
of service. Employees enrolled in the FRS Plan may include up to 4 years of credit for military
service toward creditable service. The FRS Plan also includes an early retiremeni -ovision;
however, there is a benefit reduction for each year a member retires before his or normal
retirement date. The FRS Plan provides retirement, disability, death benefits, and annual cost-of-
living adjustments to eligible participants.

DROP, subject to provisions of Section 121.091, Florida Statutes, permits employees el »le for
normal retirement under FRS Plan to defer receipt of monthly benefit payments while cc i
employment with an FRS participating employer. An employee may participate in DROP tor a
period not to exceed 60 months after electing to participate, exce that certain instructional
personnel may participate for up to 96 months. During the period of DROP participation, ferred
mol ly benefits are held in the FRS Trust Fund and accrue interest. The pensii liab 1 does
not include amounts for DROP participants, as these members are considered retired and are not
accruing additional pension benefits.

Benefits Provided — Florida Retirement System Pension Plan

Benefits under the FRS Plan are computed on the basis of age and/or years of service, average
final compensation, and service credit. Credit for each year of service is  «pressed as a percentage
of the average final compensation. For members initially enrolled before July 1, 2011, the average
final  mnpensation is the average of the 5 highest fiscal years’ earnings; for members initially
enrolled on or after July 1, 2011, the average final compensation is the average of the 8 highest
fiscal years' earnings. The total percentage value of the benefit received is determined by
calculating the total value of all service, which is based on the retirement class to which the member
belonged when the service credit was earned. Members are eligible for in-line-of-duty or regular
disability and survivors’ benefits. The following chart shows the percentage value for eac  year of
service credit earned:
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CAPE CORAL CHARTER SCHOOL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS

the FRS investment Plan (Investment Plan). The Investment Plan is reported in the SBA’s annual financial
statements and in the State of Florida Comprehensive Annual Financial Report.

provided in Section 121.4501, Florida Statutes, eligible FRS members may elect to participate in the
Investment Plan in lieu of the FRS defined benefit plan. Authority employees participating in DROP are not

Jible to participate in the Investment Plan. Employer and employee contri itions, including amounts

ntributed to individual member’'s accounts, are defined by law, but the ultim = benefit depends in part
on the performance of investment funds. Benefit terms, including contribution requirements, for the
Inves ent Plan are established and may be amended by the Florida Legislature. The Investment Plan is
funded with the same employer and employee contribution rates that are based on salary and mer  rship

;s (Regular Class, Elected County Officers, etc.), as the FRS defined benefit plan. Contribu 5 are

icted to individual member accounts, and the individual members allocate contributions and account

ances among various approved investment choices. Costs of administering plan, including the FRS
Financial Guidance Program, are funded through an employer contribution of 0.04 percent of payroll and
by forfeited benefits of plan members. Allocations to the investment member’s accounts during the 2017-
18 fiscal year were as follows:

For all membership classes, employees are immediately vested in their own contributions and are vested
after 1 year of service for employer contributions and investment earnings. If an accumulated benefit
obligation for service credit originally earned under the FRS Pension Plan is transferred to the Investment

an, the member must have the years of service required for FRS Pension Plan vesting (inch  ng the
service credit represented by the transferred funds) to be vested for these funds and the earnings on the
funds. Non-vested employer contributions are placed in a suspense account for up to 5 years. If the
employee returns to FRS-covered employment within the 5-year period, the employee will regain control
over their account. If the employee does not return within the 5-year period, the employee will forfeit e
accumulated account balance. For the fiscal year ended June 30, 2019, the ir rmation for the amount of
forfeitures was unavailable from the SBA; however, management believes that' :se amounts, if any, would
be immaterial to the Authority.

After termination and applying to receive benefits, the member may rollov: vested funds to another
qualified plan, structure a periodic payment under the Investment Plan, receive a lump-sum distribution,
leave the funds invested for future distribution, or any combination of these options. Disability coverage is
provided; the member may either transfer the account balance to the FRS Pension Plan when approved
for disability retirement to receive guaranteed lifetime monthly benefits under the FRS Pension Plan or
remain in the Investment Plan and rely upon that account balance for retirement income.

The Authority’s Investment Plan pension expense totaled $210,194 for the fiscal year ended June 30, 2019.
Employee contributions to the Investment Plan totaled $76,342 for the fiscal year ended June 30, 2019.
Sent Gina email to inquire how to locate these numbers.

11. Contingencies

The Authority is currently receiving, and has received in the past, grants which are subject to special
compliance audits by the grantor agency and which may result in disallowed expense amounts. These
amounts, if any, constitute a contingent liability of the Authority. ~ Accordingly, such liabilities are not
reflected within the financial statements. The Authority does not believe any contingent liabilities are
ial.

The Authority is subject to various litigation for personal injury, workers compensation and discrimi ion
claims. The Authority intends to vigorously defend any claims through insurance or legal avenues.
Management does not believe there will be a material liability as a result of these claims.
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CAPE CORAL CHARTER SCt DL AUTHORITY

NOTES TO THE BUDGETARY COMPARISON SCHEDUL _
June 30, 2019

Bu jetary Basis

The Cape Coral Charter School Authority approves an annual budget for the Charter School! special
revenue fund. The Authority’s Business Manager develops the budget with information received
from the school's administrative team. The primary fiscal goal of the /  hority’s administration is
to create an environment in which the system will be self-sufficient we nto the fu e. -

will be achieved by continued review and refinement of operating policies and procedures
2018-2019 school year, the budget was approved by the Authority Board on August 14, 2018 and
adopted by City Council on September 20, 2018. For the 2019-2020 school year, the budget was
approved by the Authority Board on August 13, 2019 and adopted by the City Council on September
19, 2019.

Budgetary Information

The following procedures are used in establishing the adopted budgetary data reflected in the
financial statements.

1. Throughout the school year, the Charter School Business Manager keeps abreast of state and
federal funding issues which impact per student funding levels. Tk includes state b
changes which impact funding levels of the Florida Education Finance Pr -am
changes in capital outlay funding; changes to the Florida Retirem: t System (FRS); and any
other special legislation at the state or federal level.

2. Beginning in May and June, the Business Manager works closely with the Principals and the
Superintendent to project enrollment for the upcoming school year at each schoo! ar R
level. This projection reflects consideration of available classroom space, progression of
students to the next grade level, and current waitlist status at each school.

3. The Business Manager analyzes current revenue and expenditure :nds when developing the
budget. To project a conservative estimate of revenue, the primary revenue sources are
generally budgeted at 95 percent of expectation. Expenditures are based on the p r year
trends with necessary modifications resulting from staffing and program changes that were
implemented by the Authority Board. Salary and benefit expense is budgeted at the employee
level based on the current and proposed salary step rate.

4. In early August, the proposed budget is presented to the Charter School Authority Boarc
review and approval.

5. Once approved, the budget is presented and adopted by Cape Coral City Council and included
intt City’s budget.

6. During the school year, the adopted budget may be amended to  flect changes in expected
revenue or expense to more accurately reflect the financial positinn of the Authority. Bud
amendments are approved by the Charter School Authority Boai  and included in the City's
budget amendments to City Council.
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Schedule of the Authority's Proportionate Share of the Net Pension Liabllity
Florida Retirement System Pension Plan

Last Ten Measurement Periods ’

2014 2015 2016 2017 2018
Authdrity‘s Proportion of the Net Pension Liabllity 0.023436771% 0.023294317% 0.021519187% 0.0222391010% 0.0215372830%
Authority's Proportionate Share of the Net Pension Liabllity : $ 1,429,988 $ 3,008,773 $ 5,433,611 6,578,177 $ 8,487,141
. Authority's Covered-Employee Payroll $ 8,458,253 $ 8,397,828 $ 8,234,468 9,086,544 $ 8,754,199
Authority's Proportionate Share of the Net Pension Liability
(Asset) as a Percentage of its Covered-Employee Payroll 16.91% 35.83% 65.99% 72.55% 74.10%
Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 96.09% 92.00% 84.88% 83.88% 84.26%
“The Amounts Presented for Each Measurement Period were Determined as of June 30.
Schedule of Authority Contributions
Florida Retirement System Pension Plan
Last Ten Fiscal Years * }
2014 2015 2016 2017 2018 2018
Contractually Required Contribution $ 513,365 $ 567,935 $ 524,780 578,939 $ 613,795 § 671,936
‘Contributions in Relation to the Contractually Required Contribution (513,365) (567,235) (524,780) (578,939) (613,795) (671,936)
Contribution Deficiency (Excess) - - - - $ - -
Auﬁority's Covered-Employee Payroli $ 8,458,253 $ 8,397,828 §$ B,234,468 9,066,544 $ 8,754,188 § 9,159,578
Contributions as a Percentage of Covered Employee Payroli 6.07% 6.76% 6.37% 6.39% 7.01% 7.34%

6%

1. Note: Information is required to be presented for 10 years. However, unti! a full 10-year trend is compiled, the Authority will present information for only those years for which information is avallable.
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ClifionLarsonAllen LLP
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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

Board of Directors
Cape Coral Charter School Authority
Cape Coral, 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, the general fund, and the aggregate remaining fund information Cape Coral Charter School
Authority (the Authority), as of and for the year ended June 30, 2019, and the related notes to the
financial statements, which collectively comprise the Authority’s basic financial statements, and have
issued our report thereon dated January 7, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Authority’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal control.

A deficiency in intermal 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 matenal weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that have not been identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We did identify a certain
deficiency in internal control, described in the accompanying schedule of findings as item 2019-001 that
we consider to be a significant deficiency.
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Board of Directors
Cape Coral Char’ &£ ool Authority

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s 1ancial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with whi  could have a direct and
material effect on the determination of financial statement amounts. How¢ 2r, 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 noncon liance or other matters that
are required to be reported under Government Auditing Standards.

Response to Finding

The ithority’s response to the finding identified in our audit is described in the acc p]
schedule of findings. The Authority’s response was not subjected to the auditing procedures appiliea In
the audit of the financial statements and, accordingly, we express no opinion on it.

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 « lity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

CliftonLarsonAllen LLP

Fort Myers, Florida
January 7, 2020
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CAPE CORAL CHARTER SCHOOL AUTHOR.. .
{ 1EDULE OF FINDINGS
JUNE 30, 2019

2019-001: Audit Adjustment

Criteria: The Committee of Sponsoring Organizations of the Treadway ( mmission (COSO) Internal
Control Framework states that control activities are a component of internal control. Contr  activities
are policies and procedures established to ensure that management dii :tives are carried out, and
consist of two elements, a policy that establishes what should be done and the procedure that
implements the policy. COSO Framework states that control activities must be in place for there to be
adequate internal control procedures over financial reporting. Internal ¢ itrol procedures affect the
District's ability to ensure financial transactions are authorized and accurate. Authority management is
responsible for establishing and maintaining internal controls for the proper recording of all the
Authority’s transactions, including year-end accruals.

Condition: As part of the audit, we proposed audit adjustments to correct the District's financial
statements at year-end. These adjustments related to:

e The Authority entered into a new leasing arrangement for copiers. This was ect asan
operating lease, but met the criteria of a capital lease. Financial atements were adjusted to
reflect the capitalized equipment, depreciation expense, other financing sources, capital
lease liability and capital lease payments.

e The Authority recorded 13 months of expenses for various services which overstated
expenditures and liabilities presented as of June 30, 2019. Financial statements were
adjusted to reduce the expenditures and liabilities.

o The Authority recorded the workers compensation premiums twice, which overstated
expenditures and liabilities, presented as of June 30, 2019. Financial statements were
adjusted to reduce the expenditures and liabilities.

Cause: The Authority’s internal controls over financial reporting did not detect or prevent the errors.
Effect: The Authority’s financial records were misstated and we proposed adjusting entries to
management to correct the financial statements. The proposed audit adjustments were zor d by

management to correct the financial statements.

Recommendation: We recommend that management enhance its review over the tt  balan. and
financial statements to ensure the information is accurately presented.

Views of responsible officials: Management is in agreement with the auc finding.
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MANAGEMENT LETTER

Board of Directors
Cape Coral Charter School Authority
Cape Coral, Florida

Report on the Financial Statements

We have audited the financial statements of the Cape Coral Charter School Authority (the Authority), a
component unit of the City of Cape Coral, Florida, as of and for the fiscal year ended June 30, 2019,
and have issued our report thereon dated January 7, 2020.

Auditors’ Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and Chapter 10.850, Rules of the Auditor
General.

Other Reporting Requirements

We have issued our Independent Auditors’ 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 January 7,
2020, 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. See Appendix A for the current year status of findings and
recommendations made in the preceding annual financial audit report.

Official Title

Section 10.854(1)(e)5., Rules of the Auditor General, requires the name or official title of the entity and
the school code assigned by the Florida Department of Education be disclosed in this management
letter. The official title and the school code assigned by the Florida Department of Education of the
entity are Cape Coral Charter School Authority and 4111.

Financial Condition and Management

Sections 10.854(1)(e)2. and 10.855(11), Rules of the Auditor General, require us to apply appropriate
procedures and communicate whether or not the School has met one or more of the conditions
described in Section 218.503(1), Florida Statutes, and to identify the specific condition(s) met. In
connection with our audit, we determined that the School did not meet any of the conditions described
in Section 218.503(1), Florida Statutes.
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) of Directors
“3 G Charter School Authority

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 School. It is management’s responsibility to monitor
the School's financial condition, and our financial condition assessment was based in part on
representations made by management and the review of financial information provided by same.

Section 10.854(1)(e)3., Rules of the Auditor General, requires that we communicate any
recommendations to improve financial management. Refer to Appendix B — Current Year Fi  ings and
Recommendations.

Transparency

Sections 10.854(1)(e)7. and 10.855(13), Rules of the Auditor General, require that we apply
appropriate procedures and communicate the results of our determination as to whether the School
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 School maintained on its Web site the information
specified in Section 1002.33(9)(p), Florida Statutes with the following exception:

o 1 four schools did not identify the appointed representative to facilitate parental involvement,
provide access to information, assist parents and others with questions and concerns, and
resolve disputes. Section 1002.33(9)(p)2, Florida Statutes, requires that the contact information
of this appointed representative be posted on a charter school's Web site.

Additional Matters

¢ tion 10.854(1)(e)4., Rules of the Auditor General, requires us to communicate noncompliance with
provisions of contracts or grant agreements, or abuse, that have occt ed, or are likely to have
occurred, that have an effect on the financial statements that is less than material but warrants the
attention of those charged with governance. See Appendix A for the current year findings and
recommendations.

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 Ger al, Federal and other granting agencies, the board of directors, applicable management,
and the School Board of Lee County and is not intended and should not be used by anyone other an
these specified parties.

CliftonLarsonAllen LLP

Fort Myers, Florida
January 7, 2020
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