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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Sarasota Academy of the Arts, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the General Fund,
Capital Projects Fund and Agency Fund of Sarasota Academy of the Arts, Inc. (the Charter School), a Charter
School and component unit of the School Board of Sarasota County, Florida, as of and for the year ended June
30, 2019, and the related notes to the basic financial statements, which collectively comprise Sarasota
Academy of the Arts, 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.

Auditors’ Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
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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 General Fund, Capital Projects Fund, and Agency Fund of
Sarasota Academy of the Arts, Inc., as of June 30, 2019, and the respective changes in financial position, and,
where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 19, 2019,
on our consideration of Sarasota Academy of the Arts, Inc.’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 Sarasota Academy of the Arts, Inc.’s internal
control over financial reporting and compliance.

UL hoguier # TeFutoad, 1

Sarasota, Florida
November 19, 2019



SARASOTA ACADEMY OF THE ARTS, INC.
Management’s Discussion and Analysis (Unaudited)
June 30, 2019

The following pages represent Management’s Discussion and Analysis (MD&A) of Sarasota Academy of
the Arts, Inc. (the Charter School). It depicts and reviews the financial picture and activities of the
Charter School as of and for the year ended June 30, 2019.

The intent of this MD&A is to present a picture and assessment of the Charter School’s financial
performance in an effort to more clearly demonstrate to readers the results of this year’s financial
operations. Readers should also review the basic financial statements and notes to enhance their
understanding of the Charter School’s financial performance.

Using the Financial Statements

This financial report includes a series of financial statements and notes to those financial statements.
These statements are organized so the reader can understand the Charter School as a financial whole, or as
an entire operating entity.

The Statement of Net Position and the Statement of Activities provide information about the activities of
the Charter School as a whole, presenting both an aggregate view of the Charter School’s finances and a
longer-term view of those finances. The Governmental Fund statements show how services were
financed in the short-term as well as what financial resources remain for future spending.

Financial Highlights

Statement of Net Position

2019 2018 Change
Current assets $ 196,032 $ 267,056 $ (71,024)
Noncurrent assets 802,687 800,984 1,703
Total Assets $_ 998,719 $.1,068,040 $__ (69,321)
Current liabilities $ 82,470 $ 122,000 $ (39,620)
Noncurrent liabilities 277,097 294,209 (17,112)
Total Liabilities $ 359567 $ 416,299 $  (56,732)
Net investment in capital assets $ 423395 $ 406,637 $ 16,758
Restricted 99,634 99,485 149
Unrestricted 116,123 145,619 (29,496)
Total Net Position $_ 639,152 $_ 651,741 $__ (12,589)

Total assets decreased by 7% due the write-off of uncollectible accounts and a decrease in the balance of
cash and cash equivalents at year end.

Total liabilities decreased by 14% due primarily to the principal payments on the note payable and a
reduction in unpaid invoices at year end.



SARASOTA ACADEMY OF THE ARTS, INC.
Management’s Discussion and Analysis (Unaudited)
June 30, 2019

Statement of Activities

2019 2018 Change
Revenues
Program revenues
Charges for services $ 127829 $ 66,456 $ 61,373
Operating grants and contributions 7,659 10,065 (2,406)
General revenues
Florida education finance program 2,064,772 1,981,831 82,941
Other state revenue 110,443 44,083 66,360
Other local revenue 35,057 286,615 (251,558)
Restricted investment earnings 149 262 (113)
Total revenues 2,345,909 2,389,312 (43,403)
Expenditures
Instruction 1,294,756 1,207,581 87,175
Student support services - 17,185 (17,185)
Instructional media services 1,316 2,387 (1,071)
Instruction and curriculum
development services 17,255 - 17,255
Instructional staff training services 7,662 1,300 6,362
Instruction-related technology 50,313 55,278 (4,965)
Board 15,977 150 15,827
General administration 39,420 95,953 (56,533)
School administration 444,995 419,972 25,023
Facility services — non-capitalized 12,844 14,984 (2,140)
Fiscal services 27,856 49,745 (21,889)
Food services 21,251 28,595 (7,344)
Central services 764 - 764
Student transportation services 49,602 45,096 4,506
Operation of plant 297,621 137,352 160,269
Maintenance of plant 44,769 107,975 (60,592)
Community services 32,852 31,170 1,682
Debt service 17,945 20,245 (2,300)
Total expenditures 2,377,198 2,234,968 142,230
Change in net position (31,289) 154,344 (185,633)
Net position - beginning as restated (Note 11) 670,441 497,397 173,044
Net position - ending $_ 639,152 $_ 651,741 $_ (12,589)

Total revenues decreased by 2%.
Total expenditures increased 7%. Increases were operation of plant and salaries/staffing. The largest

concentration of expenses during the year were for the purposes of instruction (55%), school
administration (19%), and operation of plant (13%).
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SARASOTA ACADEMY OF THE ARTS, INC.
Management’s Discussion and Analysis (Unaudited)
June 30, 2019

Capital Assets and Long-term Debt Administration

Below is a schedule of the Charter School’s capital assets as of June 30, 2019 and 2018. See Note 4 to
the financial statements for a detail of the activity during the fiscal year and other related information.

2019 2018 Change

Capital assets, not being depreciated

Land $ 474603 $ 474603 $ -
Capital assets, being depreciated

Building and improvements 216,173 205,451 10,722

Furniture, fixtures and equipment 83,131 64,178 18,953

Motor vehicles 31,287 31,287 -

Property under capital leases 5,630 5,630 -
Total capital assets being depreciated 336,221 306,546 29,675
Less accumulated depreciation 107,771 79,650 28,121
Total capital assets being depreciated, net 228,450 226,896 1,554
Capital assets, net $__ 703,053 $_ 701499 $ 1,554

Capital asset changes during the year mainly included minimal investments in computer equipment and
buildings and improvements which was offset by the annual depreciation of current capital assets.

Long-term Debt

Below is a schedule of outstanding debt as of June 30, 2019 and 2018. See Note 5 to the financial
statements for a detail of changes during the fiscal year and specific debt provisions.

2019 2018 Change
Notes payable $ 279,658 $_ 294,862 $_ (15,204)

Changes in debt during the year included payment of principal of $15,204.

Economic Factors and the Budget

The viability and future goals of the Sarasota Academy of the Arts, Inc. are based on the continuation of
conservative and creative financial management. The school’s future success rests with the choice to
continue prudent and conservative financial management as well as meeting and surpassing the academic
and creative needs of its students.



SARASOTA ACADEMY OF THE ARTS, INC.
Management’s Discussion and Analysis (Unaudited)
June 30, 2019

Request for Information

This financial report is designed to provide a general overview of the Sarasota Academy of the Arts,
Inc.’s finances for those with an interest in the Charter School’s finances. Questions concerning any of
the information provided in this report or requests for additional financial information should be
addressed to the below:

For further information, contact;

Cheryl Korwin, Principal
4466 Fruitville Road
Sarasota, Florida 34232
Telephone: 941-377-2278



SARASOTA ACADEMY OF THE ARTS, INC.
Statement of Net Position
June 30, 2019

Governmental
Activities
ASSETS
Current Assets
Cash and cash equivalents $ 190,395
Accounts receivable 680
Prepaid items 4,957
Total Current Assets 196,032
Noncurrent Assets
Restricted cash and cash equivalents 99,634
Nondepreciable capital assets 474,603
Depreciable capital assets, net 228,450
Total Noncurrent Assets 802,687
Total Assets $ 998,719
LIABILITIES AND NET POSITION
Current Liabilities
Accounts payable $ 12,753
Accrued payroll 51,023
Unearned revenue 753
Due to fiduciary fund 1,879
Notes payable, current portion 16,062
Total Current Liabilities 82,470
Noncurrent Liabilities
Compensated absences 13,501
Notes payable 263,596
Total Noncurrent Liabilities 277,097
Total Liabilities 359,567
Net Position
Net investment in capital assets 423,395
Restricted 99,634
Unrestricted 116,123
Total Net Position 639,152
Total Liabilities and Net Position $ 998,719

The notes to the financial statements are an integral part of this statement.
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SARASOTA ACADEMY OF THE ARTS, INC.
Statement of Activities
For the Year Ended June 30, 2019

Program Revenues

Net (Expense)
Operating Capital Revenue
Charges for Grants and Grants and and Changes
Functions/Programs Expenses Services Contributions Contributions in Net Position
Governmental activities
Instruction $ 1,294,756 $ - $ 7,659 $ - $ (1,287,097)
Instructional media services 1,316 - - - (1,316)
Instruction and curriculum
development services 17,255 - - - (17,255)
Instructional staff training services 7,662 - - - (7,662)
Instruction-related technology 50,313 - - - (50,313)
Board 15,977 - - - (15,977)
General administration 39,420 - - - (39,420)
School administration 444,995 - - - (444,995)
Facility services - non-capitalized 12,844 - - - (12,844)
Fiscal services 27,856 - - - (27,856)
Food services 21,251 - - - (21,251)
Central services 764 - - - (764)
Student transportation services 49,602 - - - (49,602)
Operation of plant 297,621 - - - (297,621)
Maintenance of plant 44,769 - - - (44,769)
Community services 32,852 127,829 - - 94,977
Debt service 17,945 - - - (17,945)
Total governmental activities $2,377,198 $ 127,829 $ 7,659 $ - (2,241,710)
General revenues
Florida education finance program 2,064,772
Other state revenue 110,443
Other local revenue 35,057
Restricted investment earnings 149
Total general revenues 2,210,421
Change in net position (31,289)
Net position - beginning, as restated (Note 11) 670,441
Net position - ending $ 639,152

The notes to the financial statements are an integral part of this statement.
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SARASOTA ACADEMY OF THE ARTS, INC.
Balance Sheet
Governmental Funds
June 30, 2019

Total
General Capital Governmental
Fund Projects Fund Funds
ASSETS
Current Assets
Cash and cash equivalents $ 190,395 $ - $ 190,395
Accounts receivable 680 - 680
Prepaid items 4,957 - 4,957
Total Current Assets 196,032 - 196,032
Noncurrent Assets
Restricted cash and cash equivalents 99,634 - 99,634
Total Assets $ 295,666 $ - $ 295,666
LIABILITIES AND FUND BALANCES
Current Liabilities
Accounts payable $ 12,753  $ - $ 12,753
Accrued payroll 51,023 - 51,023
Unearned revenue 753 - 753
Interfund payable 1,879 - 1,879
Total Liabilities 66,408 - 66,408
Fund Balances
Nonspendable 4,957 - 4,957
Restricted 99,634 - 99,634
Unassigned 124,667 - 124,667
Total Fund Balances 229,258 - 229,258
Total Liabilities and Fund Balances $ 295,666 $ - $ 295,666

The notes to the financial statements are an integral part of this statement.
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SARASOTA ACADEMY OF THE ARTS, INC.
Reconciliation of the Balance Sheet of Governmental Funds to the
Statement of Net Position
June 30, 2019

Total fund balances for governmental funds

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 governmental funds.

Nondepreciable capital assets 474,603
Depreciable capital assets 336,221
Accumulated depreciation (107,771)

Noncurrent liabilities are not due and payable in the current period
and therefore are not reported in the governmental funds.

Compensated absences (13,501)

Notes payable (279,658)
(293,159)

5 630150

Net position of governmental activities

The notes to the financial statements are an integral part of this statement.
-10 -
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SARASOTA ACADEMY OF THE ARTS, INC.

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2019

Total
General Capital Governmental
Fund Projects Fund Funds
Revenues

Federal through state $ 7659 3 - $ 7,659

State through local 1,750,592 - 1,750,592

Local 314,180 - 314,180

Charges for services 127,829 - 127,829

Other state revenue - 110,443 110,443

Other local revenue 35,057 - 35,057

Interest income 149 - 149

Total revenues 2,235,466 110,443 2,345,909
Expenditures

Current:

Instruction 1,289,460 - 1,289,460
Instructional media services 784 - 784
Instruction and curriculum

development services 17,255 - 17,255
Instructional staff training services 7,662 - 7,662
Instruction-related technology 50,313 - 50,313
Board 15,977 - 15,977
General administration 39,420 - 39,420
School administration 444,660 - 444,660
Fiscal services 27,378 - 27,378
Food services 20,051 - 20,051
Central services 764 - 764
Student transportation services 44,445 - 44,445
Operation of plant 297,621 - 297,621
Maintenance of plant 44,718 - 44,718
Community services 32,852 - 32,852

Capital outlay - 29,675 29,675

Debt service:

Principal 15,204 - 15,204

Interest 17,945 - 17,945

Total expenditures 2,366,509 29,675 2,396,184
Excess (deficiency) of revenues

over expenditures (131,043) 80,768 (50,275)
Other financing sources (uses)

Transfers in (out) 80,768 (80,768) -
Net change in fund balances (50,275) - (50,275)
Fund balances - beginning, as restated (Note 11) 279,533 - 279,533
Fund balances - ending $ 229,258  $ - 3 229,258

The notes to the financial statements are an integral part of this statement.
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SARASOTA ACADEMY OF THE ARTS, INC.
Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances of Governmental Funds to the

Statement of Activities
For the Year Ended June 30, 2019

Net change in fund balances for governmental funds

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

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

Capital outlay
Depreciation expense

Repayment of debt principal is an expenditure in the governmental funds,
but the repayment reduces noncurrent liabilities in the statement of
net position. Total repayments for the current period are as follows:

Repayment of notes
Capital leases

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

measured by the amounts earned during the year, while in the governmental
funds expenditures are recognized based on the amounts actually paid for
leave used. The net amount of vacation and sick leave earned in excess of
the amount used in the current period is as follows:

Compensated absences
Change in net position of governmental activities

29,675

(28,121)

15,204
1,177

The notes to the financial statements are an integral part of this statement.
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SARASOTA ACADEMY OF THE ARTS, INC.
Statement of Fiduciary Net Position
Fiduciary Funds
June 30, 2019

Agency
Fund

ASSETS
Current Assets

Cash and cash equivalents $ 4,528

Interfund receivable 1,879
Total Assets $ 6,407
LIABILITIES
Current Liabilities

Dueto PTO $ 6,407
Total Liabilities $ 6,407

The notes to the financial statements are an integral part of this statement.
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SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 1 - ORGANIZATION

Reporting Entity: Sarasota Academy of the Arts, Inc. (the Charter School) is a not-for-profit corporation
formed on July 19, 2012, pursuant to Chapter 617, Florida Statutes, the Florida Not-For-Profit
Corporation Act, and Section 228.056, Florida Statutes. The governing body of the Charter School is a
Board of Directors of no less than five members. The Charter School is dedicated to teaching principles
of academic excellence and social responsibility to grades K-8 through involvement of students, faculty,
parents, mentors, and the community. The Charter School’s curriculum emphasizes the arts encouraging
students to learn, think and explore by traditional and nontraditional means.

The general operating authority of the Charter School is contained in Chapter 1002.33, Florida Statutes.
The Charter School operates under a charter of the sponsoring school board, the School Board of
Sarasota County, Florida (the School Board). The current charter is effective until June 30, 2033, and
may be renewed by mutual agreement between the Charter School and the School Board. The Charter
School is considered a component unit of the School Board.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

Basis of Presentation: The basic financial statements of the Charter School have been prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP) as
applied to governmental units. The Government Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles. The
GASB has issued a codification of government accounting and financial reporting standards. This
codification and subsequent GASB pronouncements are recognized as GAAP for state and local
governments.

Government-Wide and Fund Financial Statements: The Charter School’s basic financial statements
include both government-wide (reporting on the Charter School as a whole) and fund financial
statements (reporting on the General Fund and Capital Projects Fund). Both the government-wide and
fund financial statements present only governmental activities. The Charter School has no business type
activities.

In the government-wide Statement of Net Position, the Charter School reports on a full accrual,
economic resource basis, which recognizes all long-term assets and receivables as well as long-term
debt and obligations. The Charter School’s net position are reported in three parts (as applicable): net
investment in capital assets; restricted net position; and unrestricted net position.

The government-wide Statement of Activities demonstrates the degree to which the direct expenses of a
given function (or segment) are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include: (1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function or segment; and (2) grants and contributions restricted to meeting the operational or capital
requirements of a particular function or segment. Unrestricted grants and contributions and other items
not properly included among program revenues are reported as general revenues.

-14 -



SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES — CONTINUED

The financial transactions of the Charter School are reported in individual funds in the fund financial
statements. The fund is accounted for by providing a separate set of self-balancing accounts that
comprise its assets, liabilities, reserves, fund equity, revenues, and expenditures.

The individual generic fund types in the Charter School’s financial statements are governmental funds.
The focus of the governmental funds’ measurement (in the fund statements) is on the determination of
financial position and changes in financial position (sources, uses, and balances of financial resources)
rather than net income.

General Fund — is the Charter School’s general operating fund. It accounts for all financial
resources of the school, except those required to be accounted for in another fund.

Capital Projects Fund — this fund is used to account for state capital outlay funding that is legally
restricted to expenditures for particular purposes.

Agency Fund — accounts for resources of the Charter School’s Internal Fund, which is used to
administer monies collected by the Parent Teacher Organization, in connection with school,
student athletics, class, and club activities.

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 recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of the related cash flows.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
Charter School considers revenues to be available if they are collected within 60 days of the end of the
current period. When grant terms provide that the expenditure of resources is the determining factor for
eligibility for Federal, State and other grant resources, revenue is recognized at the time the expenditure
is made. Expenditures generally are recorded when a liability is incurred, as under accrual accounting,
However, debt service expenditures, as well as expenditures related to compensated absences and claims
and judgments, are recorded only when payment is due.

Revenues for current operations received from the School Board of Sarasota County, Florida, pursuant
to the funding provisions included in the Charter School’s charter are considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are
considered to be measurable and available only when cash is received by the Charter School.

Budgetary Basis of Accounting: The annual budget was adopted on the modified accrual basis of
accounting. The level of budgetary control is at the entity level. All annual appropriations lapse at
fiscal year-end. For fiscal year ended June 30, 2019, expenses exceeded appropriations by $50,275.
Revisions to the annual budget are approved by the Board.

-15 -



SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES — CONTINUED

Cash Deposits: The Charter School’s cash consists of demand deposits with financial institutions insured
by the Federal Depository Insurance Company. The Charter School has no cash equivalents.

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

Receivables: All amounts due from the School Board and other receivables are deemed collectible.
Therefore, no allowance has been recorded as of June 30, 2019.

Capital Assets: Capital assets are reported in the governmental activities column in the government-wide
financial statements and are not reported in the fund financial statements. Capital assets are defined by
the Charter School as assets with an initial cost of more than $750 and an estimated useful life in excess
of one year. Capital assets are recorded at historical cost if purchased or constructed or estimated
historical cost when actual historical cost is not available. Donated capital assets are recorded at
estimated fair value at the date of donation. The cost of normal maintenance and repairs that do not add
to the value of the asset or materially extend the life of the asset are not capitalized. All capital assets
are depreciated using the straight-line method over their estimated useful lives. Useful lives vary from
10 to 39 years for buildings and improvements, and 3 to 10 years for furniture, fixtures and equipment,
and 3 to 5 years for software.

Long-term Debt: In the governmental-wide fund financial statements, long-term debt and other long-
term obligations are reported as liabilities in the applicable governmental activities statement of net
position. In the fund financial statements, governmental fund types report the face amount of the debt
issued as other financing sources.
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SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES — CONTINUED

Fund Equity: Fund equity at the governmental fund financial reporting level is classified as “fund
balance.” Fund equity for all other reporting is classified as “net position.”

Fund Balance: Generally, fund balance represents the difference between the assets and liabilities
under the current financial resources measurement focus of accounting. In the fund financial
statements, governmental funds report fund balance classifications that comprise a hierarchy based
primarily on the extent to which the Charter School is bound to honor constraints on the specific
purpose for which amounts in the funds can be spent. Fund balances are classified as follows:

e Nonspendable: This component includes amounts that cannot be spent because they are either (a)
not in spendable form or (b) legally or contractually required to be maintained intact.

e Restricted: This component consists of amounts that have constraints placed on them either
externally by third-parties (creditors, grantors, contributors, or laws or regulations of other
governments) or by law through constitutional provisions or enabling legislation.

e Committed: This component consists of amounts that can only be used for specific purposes
pursuant to constraints imposed by formal action of the Charter School’s highest level of
decision making authority. Those committed amounts cannot be used for any other purpose
unless the Charter School removes or changes the specified use by taking the same type of action
it employed previously to commit those amounts.

e Assigned: This component consists of amounts that are constrained by the Charter School’s
intent to be used for specific purposes, but are neither restricted nor committed. The authority
for assigning fund balance is expressed by the Board of Directors.

e Unassigned: This classification represents amounts that have not been restricted, committed or
assigned to a specific purpose within the general fund. The general fund is the only fund that
reports a positive unassigned fund balance amount. Other governmental funds besides the
general fund can only report a negative unassigned fund balance.

Net Position: Net position represent the difference between assets and liabilities. Net investment in
capital assets consists of capital assets, net of accumulated depreciation reduced by the outstanding
balances of any borrowings used for the acquisition, construction, or improvement of those assets.
Net investment in capital assets excludes unspent debt proceeds. Net position is reported as restricted
when there are limitations imposed on its use either through enabling legislation or through external
restrictions imposed by creditors, grantors, laws or regulations. All net positions not reported as net
investment in capital assets and restricted net position, are reported as unrestricted net position.
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SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES — CONTINUED

Flow Assumptions: When both restricted and unrestricted amounts of fund balance/net position are
available for use for expenditures/expenses incurred, it is the Charter School’s policy to use
restricted amounts first, then unrestricted amounts as they are needed. For unrestricted amounts of
fund balance, it is the Charter School’s policy to use fund balance in the following order:

e Committed
e Assigned
e Unassigned

Revenue Sources: Revenues for current operations are received primarily from the School Board of
Sarasota County pursuant to the funding provisions included in the Charter School’s charter. In
accordance with the funding provisions of the charter and Section 1002.33(17), Florida Statutes, the
Charter School reports the number of full-time equivalent (FTE) students and related data to the School
Board. Under the provisions of Section 1011.62, Florida Statutes, the School Board reports the number
of FTE students and related data to the Florida Department of Education (FDOE) for funding through
the Florida Education Finance Program (FEFP). Funding for the Charter School is adjusted during the
year to reflect the revised calculations by the FDOE under the Florida Education Finance Program and
the actual weighted full-time equivalent students reported by the Charter School during the designated
full-time equivalent student survey periods.

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

Additional revenues are derived from various fund-raising activities, contributions and interest earned.
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SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES — CONTINUED

Income Taxes: The Charter School qualifies as a tax-exempt organization under Internal Revenue Code
Section 501(c)(3). The Charter School’s status as a tax exempt not-for-profit entity is considered a tax
position subject to reporting requirements under FASB Accounting Standards Codification 740-10.
Entities are required to examine all tax positions and determine if it is more likely than not that the
positions would be sustained upon examination by taxing authorities. The Charter School has not
recorded any accruals for uncertain income tax positions at June 30, 2019.

Estimates: The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

NOTE 3 - CASH AND CASH EQUIVALENTS

Cash: Custodial credit risk is the risk that in the event of bank failure, the Charter School’s deposits may
not be returned. The Charter School can mitigate this risk by depositing funds in financial institutions
insured by Federal depository insurance. The deposits are insured by the FDIC up to $250,000 per bank
institution. At June 30, 2019, the carrying amount of the Charter School’s deposits was $294,557 and
bank balances were $294,701. The Charter School had no uninsured balances as of June 30, 2019.

Restricted Cash: At June 30, 2019, the Charter School reported restricted cash in the amount of $99,634.

The School Board requires the Charter School to carry a reserve of $200,000.
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SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 4 — CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2019 was as follows:

Balance Balance
July 1, June 30,
2018 Additions Deletions 2019
Capital assets, not being depreciated
Land $ 474603 $ - $ - $ 474,603
Capital assets, being depreciated
Buildings and improvements 205,451 10,722 - 216,173
Furniture, fixtures and equipment 64,178 18,953 - 83,131
Motor vehicles 31,287 - - 31,287
Property under capital leases 5,630 - - 5,630
Total capital assets being depreciated 306,546 29,675 - 336,221
Less accumulated depreciation
Buildings and improvements 35,222 11,539 - 46,761
Furniture, fixtures and equipment 34,119 9,542 - 43,661
Motor vehicles 5,460 6,258 - 11,718
Property under capital leases 4,849 782 - 5,631
Total accumulated depreciation 79,650 28,121 - 107,771
Total capital assets being depreciated, net_ 226,896 1,554 - 228,450
Capital assets, net $ 701499 $ 1554 $ - $__ 703,053

Depreciation expense in the amount of $28,121 for the year ended June 30, 2019, was allocated to the
following functions:

Instruction $ 6,313
Instructional media services 532
School administration 1,545
Facilities acquisition and construction 12,844
Fiscal services 478
Food services 1,200
Student transportation services 5,158
Operation of plant 51

Total $ 28,121
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SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements

NOTE 5 - NONCURRENT LIABILITIES

June 30, 2019

Activity for noncurrent liabilities for the year ended June 30, 2019 was as follows:

Balance Due Balance
July 1, Within June 30,
2018 Additions Reductions One Year 2019
Governmental activities
Compensated absences $ 14551 $ - $ 1050 $ - $ 13501
Notes payable 279,658 - 15,204 16,062 263,596
Totals $ 294209 $ - $_ 16254 $_ 16,062 $_277,097

Long-Term Debt

The Charter School is obligated on long-term debt in the form of a $315,000 promissory note due to
Bank OZK for the purchase of land. The note is payable in monthly principal and interest installments of
$2,587 for five years, until November 17, 2021, when the final payment estimated at $240,000 will be
due. The note carries a variable interest based on U.S. Prime plus 2%. The interest rate change will not
occur more often than each five years. The initial rate and the rate in effect as of June 30, 2019 was

5.5%.

The Charter School has certain loan covenants within their agreements with Bank OZK. As of June 30,

2019 these loan covenants are not being met.

Future maturities of long-term debt are as follows:

Fiscal Year Ending
June 30

2020
2021
2022

Total

Principal Interest Total
$ 16,062 $ 14980 $ 31,042
16,968 14,074 31,042
246,628 6,682 253,310
$ 279658 $ 35736 $ 315,394
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SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 6 — RELATED PARTY FACILITY LEASE

The Charter School entered into a new lease for administrative and classroom space under an operating
lease with a related party, for an initial term of June 1, 2018 through May 31, 2023. The base monthly
rent is $7,500, with an increase of 1% annually. For the year ended June 30, 2019, total lease expense
was $88,975.

The following is a schedule of future minimum lease payments required under the current operating
lease:
Fiscal Year Ending

June 30
2020 $ 90,900
2021 91,809
2022 92,727
2023 93,654
Future minimum payments $__ 369,090

NOTE 7 - EQUIPMENT LEASE AGREEMENT

In August 2017, the Charter School entered into an operating lease agreement with Dell Financial
Services for computer equipment with 36 monthly payments of $773. The lease agreement has an option
to purchase the equipment at fair market value at maturity of the lease. The following is a schedule of
future minimum lease payments required under the current operating lease:

Fiscal Year Ending

June 30
2020 $ 9,275
2021 773
Future minimum payments $ 10,048

NOTE 8 — RETIREMENT PLAN

The Charter School sponsors a defined contribution pension plan that covers all full-time employees that
have met certain age and service requirements. The Charter School’s contributions to the plan are $400
the first year, $500 the second year and $600 the third year per participating employee. Employees are
vested in the plan according to a schedule. For the year ended June 30, 2019, the Charter School’s
retirement plan contributions were $20,031.
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SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 9 - LOCAL REVENUE SOURCES

The following is a schedule of local revenue sources and amounts:

Source Amount
Federal through state
IDEA grant $ 7,659
State through local
Base funding 1,405,619
Reading instruction 9,849
Classroom for kids 246,177
Capital improvements 56,694
Other state revenue 142,696
Subtotal 1,861,035
Charges for services
Clubs 36,943
Field trips 35,007
Performing arts 48,316
Other charges 7,563
Subtotal 127,829
Local
Referendum millage allocation 296,657
Instructional materials 17,223
Grants/donations/fundraising 14,573
Other local revenue 20,784
Subtotal 349,237
Interest income 149
Total $_ 2,345,909

NOTE 10 — RISK MANAGEMENT PROGRAMS

The Charter School is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters for which the Charter School has
purchased commercial insurance.
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SARASOTA ACADEMY OF THE ARTS, INC.
Notes to the Basic Financial Statements
June 30, 2019

NOTE 11 - FUND BALANCE AND NET POSITION RESTATEMENTS

It was discovered that several expenses were improperly recorded in the prior period. Correction of the
above error resulted in an adjustment to the fund balance and net position of $18,700. A schedule
showing the effect of this adjustment is as follows:

Fund balance Net position

Beginning, July 1, 2018 $ 260833 $ 651,741
Adjustment 18,700 18,700
Beginning, as restated $_ 279533 $_ 670,441

NOTE 12 - EVALUATION OF SUBSEQUENT EVENTS

The Charter School has evaluated subsequent events through November 19, 2019 the date the financial
statements were available for issuance.
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SARASOTA ACADEMY OF THE ARTS, INC.

Budgetary Comparison Schedule

General and Capital Projects Funds (Unaudited)

Revenues
Federal through state
State through local
Local
Charges for services
Other state revenue
Other local revenue
Interest income

Total revenues

Expenditures
Instruction
Instructional media services
Instruction and curriculum
development services

Instructional staff training services

Instruction-related technology
Board

General administration

School administration

Facility services - non-capitalized
Fiscal services

Food services

Central services

Student transportation services
Operation of plant
Maintenance of plant
Community services

Capital outlay

Debt service

Total expenditures

Excess (deficiency) of revenues
over expenditures

Net change in fund balances

For the Year Ended June 30, 2019

Primary Government

Variance with

Original Final Final Budget
Budget Budget Actual Positive (Negative)
$ 10,000 $ 10000 $ 7659 % (2,341)
1,566,918 1,566,918 1,750,592 183,674
352,722 352,722 314,180 (38,542)
40,000 40,000 127,829 87,829
116,000 116,000 110,443 (5,557)
56,000 56,000 35,057 (20,943)
- - 149 149
2,141,640 2,141,640 2,345,909 204,269
1,139,555 1,139,555 1,289,460 (149,905)
- - 784 (784)
38,900 38,900 17,255 21,645
2,500 2,500 7,662 (5,162)
53,500 53,500 50,313 3,187
500 500 15,977 (15,477)
39,000 39,000 39,420 (420)
451,936 451,936 444,660 7,276
40,000 40,000 27,378 12,622
- - 20,051 (20,051)

- - 764 (764)
40,000 40,000 44,445 (4,445)
154,000 154,000 297,621 (143,621)
26,600 26,600 44,718 (18,118)
- - 32,852 (32,852)
41,300 41,300 29,675 11,625
31,200 31,200 33,149 (1,949)
2,058,991 2,058,991 2,396,184 (337,193)
82,649 82,649 (50,275) (132,924)
$ 82649 $ 82649 _$ (50,275) _$ (132,924)
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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 of Directors of
Sarasota Academy of the Arts, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities and each
major fund of Sarasota Academy of the Arts, Inc. (the Charter School), a Charter School and component unit of
the School Board of Sarasota County, as of and for the year ended June 30, 2019, and the related notes to the
basic financial statements, which collectively comprise the Charter School’s basic financial statements and
have issued our report thereon dated November 19, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Sarasota Academy of the Arts,
Inc.’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 Sarasota Academy of the Arts, Inc.’s internal
control. Accordingly, we do not express an opinion on the effectiveness of Sarasota Academy of the Arts,
Inc.’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that have
not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Sarasota Academy of the Arts, Inc.’s financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the 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.

VRl F Tleuntord, £

Sarasota, Florida
November 19, 2019
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MANAGEMENT LETTER

To the Board of Directors
Sarasota Academy of the Arts, Inc.

Report on the Financial Statements

We have audited the financial statements of Sarasota Academy of the Arts, Inc. (the Charter School), a Charter
School and component unit of the School Board of Sarasota County, as of and for the year ended June 30,
2019, and have issued our report thereon dated November 19, 2019.

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 10.800, 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 November 19, 2019, 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. Corrective actions have been taken to address findings and recommendations made in the preceding
annual financial audit report, as noted below under the heading Status of Prior Year Findings and
Recommendations and Current Year Findings and Recommendations.

Official Title

Section 10.854(1)(e)5, Rules of the Auditor General, required the name or official title of the entity. The
official title of the entity is Sarasota Academy of the Arts, Inc.
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Financial Condition

Section 10.854(1)(e)2. and 10.855(11), Rules of the Auditor General, require that we report the results of our
determination as to whether or not the school has met one or more of the conditions described in Section
218.503(1), Florida Statues, and identification of the specific condition(s) met. In connection with our audit,
we determined that Sarasota Academy of the Arts, 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 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 the 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 school maintains on its website the information specified in Section
1002.33(9)(p), Florida Statutes. In connection with our audit, we determined that Sarasota Academy of the
Arts, Inc. maintained on its website 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, matters required to be
disclosed are included under the heading Status of Prior Year Findings and Recommendations and Current
Year Findings and 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 abuses that have occurred, or are likely to have occurred, that have an
effect on the financial statements that is less than material but which warrants the attention of those charged
with governance. In connection with our audit, we did not have any such findings.

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 School Board of Sarasota
County, Florida, and it is not intended to be and should not be used by anyone other than these specified
parties.

(/Qé&gfmw ¢ M@%M) P4,

Sarasota, Florida
November 19, 2019
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Status of Prior Year Findings and Recommendations

During the prior year audit, it was noted that various transactions were improperly recorded and
classified to incorrect revenue and expense accounts. In addition, as of the year ended June 30, 2018,
the Charter School was delinquent with certain payment obligations. In March of 2018, the Charter
School hired a new accounting firm to provide accounting services.

Recommendation: We recommended that when searching for an accounting firm to provide accounting
services, to interview several accounting firms and ask questions to determine whether the accounting
firm being interviewed had the necessary expertise and competence to provide accounting services for
a charter school of the School Board of Sarasota County.

Comment no longer applicable.

Current Year Findings and Recommendations

During the current year audit, it was noted that the Charter School was in violation of the loan
covenents with Bank OZK.

Recommendation: We recommend that the Charter School review the loan covenants on a periodic
basis and communicate with Bank OZK accordingly.

Follow-up: As of the date of the audit report, the Charter School is in the process of obtaining a
violation waiver from Bank OZK.

During the current year audit, it was noted that several employees were compensated for services
outside their normal job responsibilities. These payments were not processed through payroll.

Recommendation: We recommend that the Charter School review all payments to employees to ensure
proper recording and payroll compliance.

During the current year audit, it was discovered that monies received for the Fiduciary Fund were not
deposited into the appropriate bank account, but were instead deposited into the Charter School’s bank
account and were recorded as revenue in the General Fund.

Recommendation: We recommend that the Charter School establish a policy to ensure proper receipt
and recognition of monies for the Fiduciary fund.

Follow-up: As of the date of the audit report, the Charter School’s management is aware of the above
error and will manage the monies received for the Fiduciary Fund appropriately.
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