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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
G-Star School of the Arts, Inc.
Palm Springs, Florida

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-
type activities and each major fund of G-Star School of the Arts, Inc. (the “School”) as of and for the
year ended June 30, 2023, and the related notes to the financial statements, which collectively
comprise the School’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities and each major
fund of the School, as of June 30, 2023, and the respective changes in financial position and the
respective budgetary comparisons for the General Fund and Grants Fund for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

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. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the School and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the School’s
ability to continue as a going concern for twelve months beyond the financial statement date, including
any currently known information that may raise substantial doubt shortly thereafter.
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G-Star School of the Arts, Inc.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there
is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

° Exercise professional judgment and maintain professional skepticism throughout the audit.

° Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

° Obtain an understanding of internal control relevant to the audit 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 School’s internal control. Accordingly, no such
opinion is expressed.

° Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

° Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the School’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and the schedules related to pensions and other post-
employment benefits on pages 4 through 8 and 38 through 41, respectively, be presented to
supplement the basic financial statements. Such information is the responsibility of management and,
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.
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G-Star School of the Arts, Inc.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September
29, 2023 on our consideration of the School’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is 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 School’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the School’s internal control over financial reporting and compliance.

Ky MCobogl

KEEFE McCULLOUGH

Fort Lauderdale, Florida
September 29, 2023
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G-Star School of the Arts, Inc.
Management’s Discussion and Analysis
June 30, 2023

As management of G-Star School of the Arts, Inc. (the “School) we offer readers of the School’s
basic financial statements this narrative overview and analysis of the financial activities of the
School for the years ended June 30, 2023 and 2022.

Management’s discussion and analysis is included at the beginning of the School’s basic financial
statements to provide, in layman’s terms, the current position of the School’s financial condition.
This summary should not be taken as a replacement for the audit which consists of the basic
financial statements.

Financial Highlights
Our basic financial statements provide these insights into the results of this year’s operations.

o As of June 30, 2023, the School’s governmental fund balances were
$ 34,529 as compared to S 45,015 as of June 30, 2022.

o As of June 30, 2023, the School’s net position for business-type activities
was S 0 as compared to $ 136,490 as of June 30, 2022.

o As of June 30, 2023 the School had net position (deficit) for governmental
activities of $(3,391,993) as compared to $(3,029,703) as of June 30,
2022.

Overview of the Financial Statements

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

Government-Wide Basic Financial Statements: The government-wide financial statements are
designed to provide readers with a broad overview of the School’s finances, in a manner similar to
a private sector business.

The statement of net position presents information on all of the School’s assets, liabilities, and
deferred inflows/outflows of resources, 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 School is improving or deteriorating.

The statement of activities presents information showing how the School’s net position changed
during the year. All changes in net position are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., uncollected revenues and services rendered but unpaid).

Both of the government-wide financial statements distinguish functions of the School that are
principally supported by intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees
and charges (business-type activities). The governmental activities of the School include
instruction, instructional support services and non-instructional services. The business-type
activities of the School include operation of a sound stage and motion picture productions.



G-Star School of the Arts, Inc.
Management’s Discussion and Analysis
June 30, 2023

The government-wide basic financial statements can be found on pages 9 and 10 of this report.

Fund Basic Financial Statements: A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The School,
like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the School can be divided
into two categories: governmental funds and proprietary funds.

Governmental Funds: Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide basic financial statements, governmental fund basic financial statements
focus on near-term inflows and outflows of spendable resources, as well as balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating the
School’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the School’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The School maintains several individual governmental funds. Information is presented in the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures
and changes in fund balances. The General Fund, Grants Fund, Capital Project Fund and Club and
Activities Fund are considered to be the School’s major funds.

The School adopts an annual budget for its governmental funds except for the Club and Activities
Fund. A budgetary comparison statement has been provided for the General Fund and Grants
Fund to demonstrate compliance with the budget.

The governmental fund financial statements can be found on pages 11 through 16 of this report.

Proprietary Fund: The School has one proprietary fund, which is an enterprise fund. An enterprise
fund is used to report the same functions presented as business-type activities in the government-
wide financial statements. The School uses the enterprise fund to account for the operations of
their sound stage and motion picture productions.

The basic proprietary fund financial statements can be found on pages 17 through 19 of this report.

Notes to Basic Financial Statements: The notes provide additional information that is essential for
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to basic financial statements can be found on pages 20 through 37 of this report.

Government-Wide Financial Analysis

The School has been in operation for twenty years; therefore, comparative government-wide data
is presented. The School’s net position (deficit) was $ (3,391,993) at June 30, 2023. This amount
represents net investment in capital assets (deficit) of $(255,847), restricted net position of
$ 21,033 and unrestricted net position (deficit) of $ (3,157,179). The School’s net position (deficit)
was $(2,893,213) at June 30, 2022. This amount represented net investment in capital assets
(deficit) of S (168,836), restricted net position of $ 27,375 and unrestricted net position (deficit) of
$(2,751,752).



G-Star School of the Arts, Inc.
Management’s Discussion and Analysis
June 30, 2023

Our analysis in the table below focuses on the net position of the School’s governmental activities:

G-Star School of the Arts, Inc.

Net Position (Deficit)

Governmental Activities Business-type Activities Total
2023 2022 2023 2022 2023 2022
Current and other assets S 788,492 §$ 428,243 S 203,708 S 198,555 992,200 $ 626,798
Internal balances 203,708 62,065 (203,708) (62,065) - -
Asset associated with
interest rate swap 201,130 44,222 - - 201,130 44,222
Capital assets 5,272,418 5,568,756 - - 5,272,418 5,568,756
Total assets 6,465,748 6,103,286 - 136,490 6,465,748 6,239,776
Deferred outflows
related to pensions 1,560,241 1,033,812 - - 1,560,241 1,033,812
Other long-term liabilities
outstanding 9,605,284 7,549,750 - - 9,605,284 7,549,750
Current liabilities 1,302,368 663,367 - - 1,302,368 663,367
Total liabilities 10,907,652 8,213,117 - - 10,907,652 8,213,117
Deferred inflows related
to pensions 510,330 1,953,684 - - 510,330 1,953,684
Net position (deficit):
Net investment in
capital assets (deficit) (255,847) (168,836) - - (255,847) (168,836)
Restricted 21,033 27,375 - - 21,033 27,375
Unrestricted (deficit) (3,157,179) (2,888,242) - 136,490 (3,157,179) (2,751,752)
Total net position (deficit) S (3,391,993) $ (3,029,703) $ - S 136,490 (3,391,993) S (2,893,213)

Governmental Activities - Current and other assets rose due to an increase in the School’s cash
position and internal balances. Capital assets, net of depreciation decreased due to depreciation
expense of approximately $ 482,800 offset by the addition of $ 186,422 in capital assets. Current
liabilities rose mainly due to an increase in monies owed to the management company and notes
payable. Noncurrent liabilities increased due to an increase in the pension liability.

Business-type Activities - Current and other assets rose due to an increase in the School’s cash

position.



G-Star School of the Arts, Inc.
Management’s Discussion and Analysis
June 30, 2023

The results of this year’s operations for the School as a whole are reported in the statement of
activities on page 10. The table below provides a condensed presentation of the School’s revenues
and expenses for the year ended June 30, 2023 and 2022:

G-Star School of the Arts, Inc.
Change in Net Position

Governmental Activities Business-type Activities Total
2023 2022 2023 2022 2023 2022
Revenues:
Program revenues:
Charges for services S 3,000 S 3,820 S 17,250 S 87,326 S 20,250 S 91,146
Operating grants
and contributions 2,779,906 1,676,892 - - 2,779,906 1,676,892
Capital grants and
contributions 400,454 387,200 - - 400,454 387,200
General revenues:
State funds 5,518,052 5,313,993 - - 5,518,052 5,313,993
Local and other 71,627 710,773 198 330 71,825 711,103
Total revenues 8,773,039 8,092,678 17,448 87,656 8,790,487 8,180,334
Expenses:
Instructional services 5,070,052 3,713,574 - - 5,070,052 3,713,574
System-wide support
services 4,028,681 3,493,758 - - 4,028,681 3,493,758
Interest and other charges 193,504 200,922 - - 193,504 200,922
Motion picture productions - - 153,938 82,255 153,938 82,255
Total expenses 9,292,237 7,408,254 153,938 82,255 9,446,175 7,490,509
Change in net position
prior to change in fair value
of interest rate swap (519,198) 684,424 (136,490) 5,401 (655,688) 689,825
Change in fair value of
interest rate swap 156,908 395,649 - - 156,908 395,649
Change in net position (362,290) 1,080,073 (136,490) 5,401 (498,780) 1,085,474
Net position, (deficit), July 1, (3,029,703) (4,109,776) 136,490 131,089 (2,893,213) (3,978,687)
Net position (deficit), June 30 S (3,391,993) S (3,029,703) S - S 136,490 S (3,391,993) S (2,893,213)

Governmental Activities - General revenues increased compared to the previous year due to a rise
in Florida Education Finance Program (FEFP) revenue. The program revenues rose due to an
increase in ESSER IIl grant funding. Total expenses increased due to rising instructional and non-
instructional services.

Business-type Activities - Total revenues decreased due to a reduction in rental income. Total
expenses increased due to the maintenance of the sound stage and motion picture productions.



G-Star School of the Arts, Inc.
Management’s Discussion and Analysis
June 30, 2023

Governmental Fund Expenditures

In the table below, we have presented the cost of the largest functions/programs as a percentage
of total governmental expenditures:

2023 2022

Functions/Programs Expenditures Percent Expenditures Percent
Governmental expenditures:
Instruction S 4,835,163 53% S 4,023,012 48%
Administrative services 1,589,048 17% 1,122,296 13%
Plant operations and maintenance 953,185 10% 920,649 11%
Transportation services 507,287 4% 418,672 5%
Debt service 402,831 6% 402,764 5%
All other functions/programs 896,011 10% 1,507,994 18%

Total governmental

expenditures S 9,183,525 100% S 8,395,387 100%

Capital Assets and Debt Administration

Capital assets: At June 30, 2023, the School had capital assets of $ 5,272,418, net of accumulated
depreciation and amortization, invested in intangible right to use assets, land, buildings and
improvements, furniture, fixtures and equipment, and vehicles, as compared to $ 5,568,756 at June
30, 2022.

Debt: At June 30, 2023, the School had outstanding debt of $6,395,126, as compared to
$ 6,204,453 at June 30, 2022. Additional information on the School’s debt can be found in Notes 6
through 9 on pages 26 through 28.

General Fund Budgetary Highlights

State source revenues were unfavorable to budget due to a reduction in projected FEFP. Local
source revenues were favorable to budget due to an increase in referendum revenues. Total
General Fund revenues were unfavorable to budget by S 261,079. Total General Fund expenditures
were unfavorable to budget by S 486,578. Overall, the School ended the year with a decrease in
fund balance of § 4,144.

Economic Factors and Next Year’s Budget

In fiscal year 2023, the State of Florida continued to include a teacher salary increase allocation
(TSIA) of S 800 million. The capital outlay funding pool ended up at $ 196.2 million. In addition to
the TSIA, teachers also received a compensation increase to align overall salaries with district
levels.

For fiscal year 2024, the teacher salary increase allocation will be $ 1.1 billion and will continue to
be part of FEFP funding. Additionally, the State of Florida approved an increase to the base funding
allocation and capital outlay. A 3% merit increase for all staff was included in the budget. All other
expenditures are budgeted in alignment with enrollment changes and the School’s strategic
objectives.

Requests for Information
If you have any questions about this report or need additional information, please write Michael

Valdes, Controller - School Accounting; Charter Schools USA, 800 Corporate Drive, Suite 700, Fort
Lauderdale, Florida 33308.
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G-Star School of the Arts, Inc.
Statement of Net Position (Deficit)
June 30, 2023

Current Assets:
Cash and cash equivalents
Due from other governments
Other receivables
Internal balances
Prepaid items
Deposits

Total current assets

Noncurrent Assets:
Asset associated with interest rate swap
Capital assets (depreciable and amortizable),
net of accumulated depreciation and
amortization

Total noncurrent assets
Total assets

Deferred Outflows of Resources:
Deferred outflows related to pensions

Current Liabilities:
Accounts payable and accrued liabilities
Salaries and wages payable
Due to management company
Accrued interest payable
Lease
Notes payable
Bonds payable

Total current liabilities

Noncurrent Liabilities:
Net pension liability
Lease
Notes payable
Bonds payable

Total noncurrent liabilities
Total liabilities

Deferred Inflows of Resources:
Deferred inflows related to pensions

Commitments (Note 13)

Net Position (Deficit):
Net investment in capital assets (deficit)
Restricted for extracurricular activities
Unrestricted (deficit)

Total net position (deficit)

Governmental Business-Type
Activities Activities Total

706,848 S 203,708 S 910,556
64,811 - 64,811
8,337 - 8,337

203,708 (203,708) -
2,908 - 2,908
5,588 - 5,588
992,200 - 992,200
201,130 - 201,130
5,272,418 - 5,272,418
5,473,548 - 5,473,548
6,465,748 - 6,465,748
1,560,241 - 1,560,241
183,251 - 183,251
226,088 - 226,088
548,332 - 548,332
8,747 - 8,747
14,420 - 14,420
119,362 - 119,362
202,168 - 202,168
1,302,368 - 1,302,368
3,546,108 - 3,546,108
18,081 - 18,081
747,499 - 747,499
5,293,596 - 5,293,596
9,605,284 - 9,605,284
10,907,652 - 10,907,652
510,330 - 510,330
(255,847) - (255,847)
21,033 - 21,033
(3,157,179) - (3,157,179)
(3,391,993) S - S (3,391,993)

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.
Statement of Activities
For the Year Ended June 30, 2023

Program Revenues Net (Expense) Revenue and
Charges Operating Capital Changes in Net Position
for Grants and Grants and Governmental Business-type
Functions/Programs: Expenses Services Contributions Contributions Activities Activities Total
Governmental activities:
Instruction $ 5,070,052 $ - S 1,749,818 S - S (3,320,234) S - S (3,320,234)
Student support services 331,657 - 68,706 - (262,951) - (262,951)
Instructional and Curriculum
Development services 1,967 - - - (1,967) - (1,967)
Instructional staff training
services 12,923 - - - (12,923) - (12,923)
Instruction related technology 89,695 - 6,667 - (83,028) - (83,028)
Board 38,781 - - - (38,781) - (38,781)
School administration 1,589,048 - 372,245 - (1,216,803) - (1,216,803)
Fiscal services 7,358 - - - (7,358) - (7,358)
Central services 104,791 - - - (104,791) - (104,791)
Transportation services 507,287 - 147,729 - (359,558) - (359,558)
Operation of plant 1,052,459 - 318,666 206,950 (526,843) - (526,843)
Maintenance of plant 170,298 - - - (170,298) - (170,298)
Community services - 3,000 - - 3,000 - 3,000
Extracurricular activities 122,417 - 116,075 - (6,342) - (6,342)
Interest on long-term debt 193,504 - - 193,504 - - -
Total governmental
activities 9,292,237 3,000 2,779,906 400,454 (6,108,877) - (6,108,877)
Business-type activities:
Motion picture productions 153,938 17,250 - - - (136,688) (136,688)
Total business-type
activities 153,938 17,250 - - - (136,688) (136,688)
Total primary
government $ 9,446,175 S 20,250 $ 2,779,906 $ 400,454 (6,108,877) (136,688) (6,245,565)
General revenues:
Grants and entitlements 5,518,052 - 5,518,052
Investment income 350 198 548
Contributions 64,776 - 64,776
Miscellaneous 6,501 - 6,501
Total general revenues 5,589,679 198 5,589,877

Change in net position before change in

fair value of interest rate swap (519,198) (136,490) (655,688)
Change in fair value of interest rate swap (Note 6) 156,908 - 156,908
Change in net position (362,290) (136,490) (498,780)

Net position (deficit), July 1, 2022 (3,029,703) 136,490 (2,893,213)
Net position (deficit), June 30, 2023 S (3,391,993) S - S (3,391,993)

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.
Balance Sheet - Governmental Funds

June 30, 2023
Capital Club and
General Grants Project Activities
Fund Fund Fund Fund Total
Assets:
Cash and cash equivalents S 637,949 S - S - S 68,899 S 706,848
Due from other governments - 32,722 32,089 - 64,811
Due from Enterprise Fund 203,708 - - - 203,708
Other receivables 8,337 - - - 8,337
Due from other funds 112,677 - - - 112,677
Prepaid items 2,908 - - - 2,908
Deposits 5,588 - - - 5,588
Total assets S 971,167 S 32,722 S 32,089 S 68,899 S 1,104,877
Liabilities:
Accounts payable and
accrued liabilities S 183,251 S - S - S - S 183,251
Salaries and wages payable 226,088 - - - 226,088
Due to management company 548,332 - - - 548,332
Due to other funds - 32,722 32,089 47,866 112,677
Total liabilities 957,671 32,722 32,089 47,866 1,070,348
Commitments (Note 13) - - - - -
Fund Balances:
Nonspendable:
Prepaid items 2,908 - - - 2,908
Deposits 5,588 - - - 5,588
Restricted for extracurricular
activities - - - 21,033 21,033
Unassigned 5,000 - - - 5,000
Total fund balances 13,496 - - 21,033 34,529
Total liabilities
and fund balances S 971,167 S 32,722 S 32,089 S 68,899 S 1,104,877

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.

Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position (Deficit)

June 30, 2023

Total Fund Balances - Governmental Funds

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

The cost of capital assets acquired is reported as an
expenditure in the governmental funds. The statement
of net position (deficit) includes those capital assets,
net of accumulated depreciation and amortization,
among the assets of the School as a whole.

Cost of capital assets S
Accumulated depreciation and amortization

Long-term assets are not available to pay for current
period expenditures and, therefore, are not recorded
in the funds:

Asset associated with interest rate swap
Deferred outflows related to pensions

Liabilities not payable with current available resources
are not reported as fund liabilities in the governmental
fund statements. All liabilities both current and
long-term, are reported in the government-wide
statements.

Accrued interest payable S
Lease

Bonds payable

Notes payable

Net pension liability

Deferred inflows related to pensions

Net Position (Deficit) of Governmental Activities

10,178,409
(4,905,991)

(5,495,764)

(3,546,108)

$

$

34,529

5,272,418

1,761,371

(10,460,311)

(3,391,993)

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.

Statement of Revenues, Expenditures and
Changes in Fund Balances - Governmental Funds

For the Year Ended June 30, 2023

Revenues:
Federal through state
State sources
Local sources
Aftercare

Total revenues

Expenditures:

Instruction
Student support services
Instructional and Curriculum
Development Services
Instructional staff training services
Instruction related technology
Board
School administration
Fiscal services
Central services
Transportation services
Operation of plant
Maintenance of plant
Extracurricular activities
Capital outlay
Debt service:

Principal

Interest

Total expenditures

Excess (deficiency)
of revenues over
(under) expenditures

Other Financing Sources (Uses):
Proceeds from note payable
Transfer in
Transfer out

Total other financing
sources (uses)

Net change in
fund balances

Fund Balances, July 1, 2022

Fund Balances, June 30, 2023

Capital Club and
General Grants Project Activities

Fund Fund Fund Fund Total
- S 1,161,209 - S - S 1,161,209
6,064,693 - 400,454 - 6,465,147
1,027,608 - - 116,075 1,143,683
3,000 - - - 3,000
7,095,301 1,161,209 400,454 116,075 8,773,039
4,632,435 202,728 - - 4,835,163
262,951 68,706 - - 331,657
1,967 - - - 1,967
12,923 - - - 12,923
83,028 6,667 - - 89,695
38,781 - - - 38,781
1,216,803 372,245 - - 1,589,048
7,358 - - - 7,358
104,791 - - - 104,791
507,287 - - - 507,287
539,932 36,005 206,950 - 782,887
170,298 - - 170,298
- - - 122,417 122,417
55,077 131,345 - - 186,422
209,327 - - - 209,327
- - 193,504 - 193,504
7,842,958 817,696 400,454 122,417 9,183,525
(747,657) 343,513 - (6,342) (410,486)
400,000 - - - 400,000
343,513 - - - 343,513
- (343,513) - - (343,513)
743,513 (343,513) - - 400,000
(4,144) - - (6,342) (10,486)
17,640 - - 27,375 45,015
13,496 S - - S 21,033 ¢ 34,529

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.

Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balances

of the Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2023

Net Change in Fund Balances - Governmental Fund

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,
these costs are allocated over their estimated useful
lives as a provision for depreciation and amortization.

Cost of capital assets S 186,422

Provision for depreciation and amortization (482,760)

Debt proceeds provide current financial resources
to governmental funds, but issuing debt increases
long-term liabilities in the statement of net position.

Principal payments on long-term debt are reported
as expenditures in governmental funds, but as a
reduction of long-term liabilities in the statement
of net position (deficit).

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

Change in fair value under interest rate swap S 156,908
Change in net pension liability (1,991,484)
Changes in deferred outflows related to pensions 526,429
Change in deferred inflows related to pensions 1,443,354

Change in Net Position of Governmental Activities

(10,486)

(296,338)

(400,000)

209,327

135,207

(362,290)

The accompanying notes to basic financial statements are an integral part of these statements.

14



G-Star School of the Arts, Inc.

Statement of Revenues and Expenditures -

Budget and Actual - General Fund
For the Year Ended June 30, 2023

Revenues:
State sources
Local sources
Aftercare

Total revenues

Expenditures:
Instruction
Student support services
Instructional and curriculum
development services
Instructional staff training services
Instruction related technology
Board
School administration
Fiscal services
Central services
Transportation services
Operation of plant
Maintenance of plant
Capital outlay
Debt service:

Principal

Total expenditures

Excess (deficiency) of
revenues over (under)
expenditures

Other Financing Sources (Uses):
Proceeds from note payable
Transfer in

Total other financing
sources (uses)

Net change in fund balance

S

Original
and Final
Budget Actual
7,255,067 S 6,064,693
101,313 1,027,608
- 3,000
7,356,380 7,095,301
3,551,033 4,632,435
468,190 262,951
- 1,967
17,494 12,923
116,339 83,028
16,350 38,781
1,080,419 1,216,803
208,016 7,358
113,866 104,791
701,510 507,287
456,231 539,932
187,135 170,298
227,191 55,077
212,606 209,327
7,356,380 7,842,958
- (747,657)
- 400,000
- 343,513
- 743,513
- S (4,144)

S

Variance

(1,190,374)
926,295
3,000

(261,079)

(1,081,402)
205,239

(1,967)
4,571
33,311
(22,431)
(136,384)
200,658
9,075
194,223
(83,701)
16,837
172,114

3,279

(486,578)

(747,657)

400,000

343,513

743,513

(4,144)

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.

Statement of Revenues and Expenditures -
Budget and Actual - Grants Fund

For the Year Ended June 30, 2023

Original
and Final
Budget Actual Variance
Revenues:
Federal sources:
IDEA S - S 21,848 S 21,848
ESSER Il 27,103 234,076 206,973
ESSER IlI 646,601 905,285 258,684
Total revenues 673,704 1,161,209 487,505
Expenditures:
Instruction 302,803 202,728 100,075
Student support services 117,799 68,706 49,093
Instruction related technology 27,103 6,667 20,436
School administration 130,984 372,245 (241,261)
Operation of plant 95,015 36,005 59,010
Capital outlay - 131,345 (131,345)
Total expenditures 673,704 817,696 (143,992)
Excess of revenues over
expenditures balance - 343,513 343,513
Other Financing Uses:
Transfer out - (343,513) (343,513)
Net change in fund balance S - S - S -

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.
Statement of Net Position - Proprietary Funds

June 30, 2023
Enterprise
Fund
Assets:
Current assets:
Cash and cash equivalents S 203,708
Total current assets S 203,708
Liabilities
Due to General Fund S 203,708
Total liabilities 203,708
Net Position:

Unrestricted -

Total net position S -

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.

Statement of Revenues, Expenses and Changes in Net Position -
Proprietary Funds

For the Year Ended June 30, 2023

Enterprise
Fund
Operating Revenues:
Rental income S 17,250
Interest income 198
Total operating revenues 17,448
Operating Expenses:
Movie production expense 153,938
Total operating expenses 153,938
Change in net position (136,490)
Total Net Position - July 1, 2022 136,490

Total Net Position - June 30, 2023 S -

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.
Statement of Cash Flows
Proprietary Funds

For the Year Ended June 30, 2023

Cash Flows from Operating Activities:

Cash received from customers

Cash paid for goods and services

Net cash used by operating activities
Net increase in cash

Balances - July 1, 2022
Balances - June 30, 2023
Reconciliation of Operating Income to Net Cash
Used by Operating Activities:

Operating income (loss)
Adjustments to Reconcile Operating Income to Net
Cash Used by Operating Activities:

Increase in due to General Fund

Net Cash Provided by Operating Activities

Enterprise
Fund

17,448

(12,295)

5,153

5,153

198,555

203,708

(136,490)

141,643

5,153

The accompanying notes to basic financial statements are an integral part of these statements.
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G-Star School of the Arts, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 1 - Organization and Operations

G-Star School of the Arts, Inc. (the “School”) is a not-for-profit public, charter high school that was
established in 2003 in Palm Beach County. A central component of the School’s vision is to create
an on-going and self-sustaining feature-film industry in Palm Beach County and South Florida. In
this way the School’s students will go on to graduate from college and return to be employed in a
film industry that the School has helped develop. The School’s students are intended to be the
future writers, directors, producers, actors, editors, and crew for that industry. The School
develops the film industry with the purpose of employing its students after they graduate from
college. The governing body of the School is the not-for-profit corporation Board of Directors.
There were 742 students enrolled for the 2022/2023 school year.

Note 2 - Summary of Significant Accounting Policies

Reporting entity: The School operates under a charter granted by the sponsoring school board, the
School Board of Palm Beach County. The current charter is effective until June 30, 2032 and may
be renewed in minimum terms of five years by mutual written agreement between the School and
the School Board. At the end of the term of the charter, the School Board may choose not to
renew the charter under grounds specified in the charter, in which case, the School Board is
required to notify the School in writing at least ninety days prior to the charter's expiration. During
the term of the charter, the School Board may also terminate the charter if good cause is shown.

The School may also be financially accountable if an organization is fiscally dependent on the
School regardless of whether the organization has a separately elected governing board, a
governing board appointed by another government, or a jointly approved board. In addition,
component units can be other organizations for which the nature and significance of their
relationship with the School are such that exclusion would cause the basic financial statements to
be misleading or incomplete.

As a result of evaluating the above criteria, management has determined that no component units
exist for which the School is financially accountable, which would require inclusion in the School's
basic financial statements.

Basis of presentation: Based on the guidance provided in the American Institute of Certified Public
Accountants Audit and Accounting Guide - Not-for-Profit Organizations and provisions of Section
228.056, Florida Statutes, the School is presented as a governmental organization for financial
statement reporting purposes.

Government-wide financial statements: Government-wide financial statements, including the
statement of net position and the statement of activities, present information about the School as
a whole.

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

Program revenues include charges paid by the recipient of the goods or services offered by the
program and grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues are
presented as general revenues. The comparison of direct expenses with program revenues
identifies the extent to which each governmental function is self-financing or draws from the
general revenues of the School.
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G-Star School of the Arts, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 2 - Summary of Significant Accounting Policies (continued)

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

The School’s major governmental funds are as follows:

General Fund - This fund is used to account for all operating activities of the
School except for those required to be accounted for in another fund.

Grants Fund - This special revenue fund is used to account for federal grants and
certain state grants that are legally restricted to expenditures for particular
purposes.

Capital Project Fund - This fund is used to account for state and local capital
outlay funding that is legally restricted to expenditures for particular purposes.

Club and Activities Fund - This special revenue fund is used to administer funds
raised and earned by the various clubs and activities that are part of the School.

During the course of operations, the government has activity between funds for various purposes.
Any residual balances outstanding at year end are reported as due from/to other funds and
advances to/from other funds. While these balances are reported in fund financial statements,
certain eliminations are made in the preparation of the government-wide financial statements.
Balances between the funds included in governmental activities are eliminated so that only the net
amount is included as internal balances in the governmental activities column. Similarly, balances
between the funds included in business-type activities are eliminated so that only the net amount
is included in business-type activities are eliminated so that only the net amount is included as
internal balances in the business-type activities column.

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

The government-wide financial statements are 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 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 when
they become measurable and available. Measurable means the amount of the transaction can be
determined and available means collectible within the current period or soon enough thereafter to
pay liabilities of the current period. The School considers revenues to be available if they are
collected within one hundred twenty days of the end of the current period. Under the modified
accrual basis of accounting, expenditures are generally recognized when the related fund liability is
incurred, except for principal and interest on long-term debt, claims and judgments, and
compensated absences, which are recognized when due. General capital asset acquisitions are
reported as expenditures in governmental funds. Issuance of long-term debt and acquisitions
under leases are reported as other financing sources.
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G-Star School of the Arts, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 2 - Summary of Significant Accounting Policies (continued)

The proprietary funds are reported using the economic resources measurement focus and the
accrual basis of accounting.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund's principal ongoing operations. The
principal operating revenues of the enterprise fund are charges to customers for sales and services.
Operating expenses for enterprise funds include the cost of sales and services, administrative
expenses and depreciation on capital assets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.

Cash and cash equivalents: The School considers all demand accounts and money market funds
which are not subjected to withdrawal restrictions to be cash and cash equivalents. The School
maintains its cash accounts with one financial institution. The School’s accounts at this institution,
at times, may exceed the federally insured limit. The School has not experienced any losses in such
accounts and does not believe it is exposed to any significant credit risk (Note 3).

Prepaid items: Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid items.

Revenue recognition: Student funding is provided by the State of Florida through the School
Board. Such funding is recorded as entitlement revenue in the government-wide financial
statements and state source revenue in the fund financial statements. This funding is received on a
pro rata basis over a twelve-month period and is adjusted for changes in full-time equivalent (FTE)
student population.

Capital assets: Property and equipment purchased or acquired are capitalized at historical cost or
estimated historical cost. Capital assets are defined by the School as assets with a cost of $ 750 and
useful life of over one year. Donated property and equipment assets are reported at acquisition
value as of the date received. Additions, improvements and other capital outlays that significantly
extend the useful life of an asset are capitalized and depreciated over the remaining useful lives of
the related fixed assets. Other costs incurred for repairs and maintenance are expensed as
incurred.

Depreciation on all capital assets is provided on the straight-line basis over the estimated useful
lives as follows:

Buildings and improvements 30-40 years
Furniture, fixtures and equipment 5-20 years
Vehicles 5 years

The School has recorded a right to use lease asset as a result of implementing the Financial
Accounting Standards Board, Accounting Standards Update 2016-02, Leases (Topic 842). The right
to use asset is initially measured at an amount equal to the initial measurement of the related lease
liability plus any lease payments made prior to the lease term, less lease incentives, and plus
ancillary charges necessary to place the lease into service. The right to use asset is amortized on a
straight-line basis over the life of the related lease.

Deferred outflows/inflows of resources: In addition to assets, the statement of financial position
will sometimes report a separate section for deferred outflows of resources. This separate
financial statement element, deferred outflows of resources, represents a consumption of net
position that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The School has deferred outflows relating to the net pension
liability that qualify for reporting in this category (Note 10).
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G-Star School of the Arts, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 2 - Summary of Significant Accounting Policies (continued)

In addition to liabilities, the statement of financial position will sometimes report 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 School has
deferred inflows relating to the net pension liability that qualify for reporting in this category (Note
10).

Unearned revenue: Unearned revenue arises when the School receives resources before it has a
legal claim to them.

Net position: Net position is classified in three categories. The general meaning of each is as
follows:

° Net investment in capital assets (deficit) - represents the difference
between the cost of capital assets, less accumulated depreciation
reduced by the outstanding balances of borrowings used for the
acquisition, construction or improvement of those assets.

° Restricted - consists of net position with constraints placed on their use
either by 1) external groups such as creditors, grantors, contributors, or
laws or regulations of other governments, or 2) law through
constitutional provisions or enabling legislation.

° Unrestricted (deficit) - indicates that portion of net position that will need
to be funded by future operations.

Fund balance: The governmental fund financial statements present fund balances based on the
provisions of GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions. This Statement provides more clearly defined fund balance classifications and also sets
a hierarchy which details how the School may spend funds based on certain constraints. The
following are the fund balance classifications used in the governmental fund financial statements:

° Nonspendable - this classification includes amounts that cannot be spent
because they are either not in spendable form or are legally or
contractually required to be maintained intact. The School classifies
inventories, prepaid items, long-term notes receivable and deposits as
nonspendable since they are not expected to be converted to cash or are
not expected to be converted to cash within the next year.

o Restricted - this classification includes amounts that are restricted for
specific purposes by external parties such as grantors and creditors or are
imposed by law through constitutional provisions or enabling legislation.

o Committed - this classification includes amounts that can be used for
specific purposes voted on through formal action of the Board of
Directors (the highest level of decision making authority). The committed
amount cannot be used for any other purpose unless the Board of
Directors removes or changes the commitment through formal action.
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G-Star School of the Arts, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 2 - Summary of Significant Accounting Policies (continued)

° Assigned - this classification includes amounts that the Board of Directors
intends to use for a specific purpose, but they are neither restricted nor
committed. The School classifies existing fund balance to be used in the
subsequent year’s budget for elimination of a deficit as assigned.

° Unassigned - this classification includes amounts that have not been
restricted, committed or assigned for a specific purpose within the
General Fund.

The details of the fund balances are included in the Governmental Fund Balance Sheet on page 11.

When the School incurs expenditures for which restricted or unrestricted fund balance is available,
the School would consider restricted funds to be spent first. When the School has expenditures for
which committed, assigned or unassigned fund balance is available, the School would consider
committed funds to be spent first, then assigned funds and lastly unassigned funds.

Budget: An operating budget is adopted and maintained by the governing board for all
governmental funds, except the Club and Activities Fund, pursuant to the requirements of Florida
Statutes. The budget is adopted using the same basis of accounting that is used in the preparation
of the financial statements.

Income Taxes: The School is exempt from Federal tax under Section 501(c)(3) of the Internal
Revenue Code. Accordingly, no provision for income taxes has been included in the accompanying
financial statements. Additionally, no uncertain tax positions have been made requiring disclosure
in the related note to financial statements. The School’s income tax returns for the past three
years are subject to examination by tax authorities and may change upon examination.

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

Date of management review: Subsequent events were evaluated by management through
September 29, 2023, which is the date the financial statements were available to be issued.

Note 3 - Cash and Cash Equivalents

At June 30, 2023, the carrying amount of the deposits and cash on hand totaled $ 910,556 with
bank balances of $ 917,361.

State statutes require that all deposits be made into, and be held by, financial institutions
designated by the Treasurer of the State of Florida as “qualified public depositories” as defined by
Chapter 280 of the Florida Statutes. This statute requires that every qualified public depository
institution maintain eligible collateral to secure the public entity’s funds. The minimum collateral
to be pledged by an institution, the collateral eligible for pledge, and reporting requirements of the
qualified public depositor to the treasurer is defined by the statute. Collateral is pooled in a
multiple qualified public depository institution pool with the ability to assess members of the pool
should the need arise.
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G-Star School of the Arts, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 4 - Interfund Receivables and Payables and Interfund Transfers

The composition of interfund balances as of June 30, 2023 is as follows:

Due To/From Other Funds

Receivable Fund Payable Fund Amount
General Fund Grants Fund S 32,722
General Fund Capital Projects Fund 32,089
General Fund Club and Activities Fund 47,866
S 112,677

The outstanding balances between funds results mainly from the time lag between the dates that
(1) interfund goods and services are provided or reimbursable expenditures occur, (2) transactions
are recorded in the accounting system, and (3) payments between funds are made.

The composition of interfund transfers for the year ended June 30, 2023 is as follows:

Transfers In

General
Fund
Transfers Out:
Grants Fund S 343,513

During the year, transfers were used to move grant revenue received in the current year for prior
year expenditures to the General Fund.

Note 5 - Capital Assets

Capital asset balances and activity for the year ended June 30, 2023 are as follows:

Balance at Balance at
July 1, June 30,
2022 Additions Deletions 2023
Governmental Activities:
Capital assets not being depreciated/
amortized:
Land S 1,456,929 S - S - S 1,456,929
Total capital assets, not
being depreciated/amortized 1,456,929 - - 1,456,929
Capital assets being depreciated/
amortized:
Buildings and improvements 7,237,966 - - 7,237,966
Furniture, fixtures and equipment 1,230,345 186,422 - 1,416,767
Intangible right to use:
Furniture, fixtures and equipment 66,747 - - 66,747
Total capital assets being
depreciated/amortized 8,535,058 186,422 - 8,721,480

25



G-Star School of the Arts, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 5 - Capital Assets (continued)

Balance at Balance at
July 1, June 30,
2022 Additions Deletions 2023
Less accumulated depreciation/
amortization for:
Buildings and improvements 3,510,435 269,572 - 3,780,007
Furniture, fixtures and equipment 886,097 199,839 - 1,085,936
Intangible right to use:
Furniture, fixtures and equipment 26,699 13,349 - 40,048
Total accumulated
depreciation/amortization 4,423,231 482,760 - 4,905,991
Total capital assets being
depreciated/amortized, net 4,111,827 (296,338) - 3,815,489
Governmental activities capital
assets, net S 5,568,756 S (296,338) S - S 5,272,418

Provision for depreciation and amortization was charged to governmental activities as follows:

Instruction S 213,188
Operation of plant 269,572
S 482,760

Note 6 - Bonds Payable

Previously, Palm Beach County issued $ 6,315,000 in Tax Exempt Industrial Revenue Bonds, Series
2017A pursuant to an Indenture of Trust between the County and the School to make a loan to the
School to refinance the School’s obligations for a promissory note, refund the Bond Series 2005A
and finance the acquisition of information technology equipment. The School pays interest at a
variable rate with monthly principal and interest payments through maturity date of November
2042. The Bond is secured by a mortgage on the School’s property and buildings.

Using the interest rate of 3.359% currently in place, the School’s annual debt service requirements
to maturity for the Series 2017A Bond are as follows:

Year Ending
June 30, Principal Interest Total

2024 S 202,168 S 183,972 S 386,140
2025 209,737 176,451 386,188
2026 217,061 169,174 386,235
2027 224,640 161,643 386,283
2028 232,057 147,916 379,973

2029-2033 1,289,581 637,288 1,926,869

2034-2038 1,531,112 401,343 1,932,455

2039-2043 1,589,408 123,014 1,712,422

$ 5495764 § 2,000,801 ¢ 7,496,565
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G-Star School of the Arts, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 6 - Bonds Payable (continued)

In conjunction with the Series 2017A bond payable above, the School entered into an interest rate
swap agreement (the “Swap”) with CenterState Bank that expires in October 2027. The Swap
effectively converts the variable interest rate of the bond to a fixed rate. The fixed rate being paid
to the bank is 3.359%, while the payment received from the bank is based on 63% of the one-
month LIBOR rate plus 1.6705% (5.046% at June 30, 2023).

The fair value benefit (obligation) of the Swap is based on a quote obtained from CenterState Bank,
which was quoted at $ 201,130 as of June 30, 2023, and is included as a noncurrent asset in the
statement of net position. This value would have been realized (incurred) had the School elected to
close this transaction at June 30, 2023. However, it is management’s intention to carry this
transaction through maturity. Interest expense in connection with the Series 2017A Bond and
interest rate swap agreement amounted to $ 190,819 for the year ended June 30, 2023.

In connection with the Series 2017A Bond, payable, the School’s agreement contains a number of
restrictive covenants. Among other provisions, the agreement requires a minimum debt service
coverage ratio of 1.15. The School has obtained a waiver for the debt service covenant for the year
ending June 30, 2023.

Note 7 - Lease
Previously, the School entered into a lease arrangement for computer equipment. The lease
requires monthly payments of S 1,348 through August 2025. As of June 30, 2023, the net book
value of the computer equipment is approximately $26,700. Amortization of the computer

equipment is included with depreciation expenses.

Future minimum payments at June 30, 2023 are as follows:

Year Ending
June 30, Principal Interest Total
2024 S 14,420 S 1,757 S 16,177
2025 15,427 750 16,177
2026 2,654 23 2,677

$ 32,501 ¢ 2,530 35,031

Note 8 - Notes Payable - RAD

Previously, the School executed a promissory note for $ 466,861 with Red Apple Development, LLC
(RAD). The loan requires monthly payments of principal and interest totaling $ 14,202 starting July
1, 2023 and bears interest rate at 6.00% per annum. The note is collateralized by a mortgage on a
parcel of real estate with an assessed value of approximately $ 9.5 million. The loan matures on
June 1, 2026, at which all remaining principal and interest amounts are due.
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G-Star School of the Arts, Inc.

Notes to Basic Financial Statements

June 30, 2023

Note 8 - Notes Payable - RAD (continued)

Future minimum payments at June 30, 2023 are as follows:

Year Ending
June 30,

2024
2025
2026

Principal Interest Total
S 119,362 S 51,072 S 170,434
153,767 16,667 170,434
193,732 7,183 200,915
$ 466,861 ¢ 74,922 ¢ 541,783

In June 2023, the School executed a promissory note for $ 400,000 with Red Apple Development,
LLC (RAD). The loan requires monthly payments of principal and interest totaling $ 12,169 starting
July 1, 2025 and bears interest rate at 6.00% per annum. The note is collateralized by a mortgage
on a parcel of real estate with an assessed value of approximately $ 9.5 million. The loan matures
on June 1, 2028, at which all remaining principal and interest amounts are due.

Future minimum payments at June 30, 2023 are as follows:

Year Ending
June 30,

2026
2027
2028

Note 9 - Long-Term Liabilities

Principal Interest Total
S 125,438 S 20,588 S 146,026
133,174 12,851 146,025
141,388 4,637 146,025
S 400,000 S 38,076 S 438,076

Changes in the School’s long-term liabilities for the fiscal year ended June 30, 2023, are as follows:

Series 2017 Industrial
Revenue Bonds

Lease - computer equipment
Note payable - RAD

Note payable - RAD

Net pension liability

Balance Balance Amount
July 1, June 30, Due Within
2022 Additions Retirements 2023 One Year
5,691,604 S 195,840 5,495,764 S 202,168

45,988 - 13,487 32,501 14,420
- 400,000 - 400,000 -
466,861 - 466,861 119,362
1,554,624 1,991,484 3,546,108 -
7,759,077 2,391,484 S 209,327 9,941,234 S 335,950
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Note 10 - Employee Benefit Plans
General Information about the Florida Retirement System (FRS)

The FRS was created in Chapter 121, Florida Statutes, to provide a defined benefit pension plan for
participating public employees. The FRS was amended in 1998 to add the Deferred Retirement
Option Program (DROP) under the defined benefit plan and amended in 2000 to provide a defined
contribution plan alternative to the defined benefit plan for FRS members effective July 1, 2002.
This integrated defined contribution pension plan is the FRS Investment Plan Chapter 112, Florida
Statutes, established the HIS Program, a cost-sharing multiple-employer defined benefit pension
plan to assist retired members of any State-administered retirement system in paying the costs of
health insurance.

Essentially all regular employees of the School are eligible to enroll as members of the State-
administered FRS. Provisions relating to the FRS are established by Chapters 121 and 122, Florida
Statutes; Chapter 112, Part IV, Florida Statutes; Chapter 238, Florida Statutes; and FRS Rules,
Chapter 60S, Florida Administrative Code; wherein eligibility, contributions, and benefits are
defined and described in detail. Such provisions may be amended at any time by further action
from the Florida Legislature. The FRS is a single retirement system administered by the Florida
Department of Management Services, Division of Retirement, and consists of two cost-sharing
multiple-employer defined benefit plans and other nonintegrated programs. A comprehensive
annual financial report of the FRS, which includes its financial statements, required supplementary
information, actuarial report, and other relevant information, is available from the Florida
Department of Management Services, P.O. Box 9000, Tallahassee, Florida 32315-9000, or from the
Web site: www.dms.myflorida.com/workforce_operations/retirement/publications.

FRS Pension Plan
Plan Description. The FRS Pension Plan (Plan) is a cost-sharing multiple-employer defined benefit

pension plan, with a DROP for eligible employees. The general classes of membership applicable to
the School are as follows:

° Regular Class - Members of the FRS who do not qualify for membership
in the other classes.

Employees enrolled in the Plan prior to July 1, 2011, vest at 6 years of creditable service and
employees enrolled in the Plan on or after July 1, 2011, vest at 8 years of creditable service. All
vested members , enrolled prior to July 1, 2011, are eligible for normal retirement benefits at age
62 or at any age after 30 years of service. All members enrolled in the Plan on or after July 1, 2011,
once vested, are eligible for normal retirement benefits at age 65 or any time after 33 years of
creditable service. Employees enrolled in the Plan may include up to 4 years of credit for military
service toward creditable service. The Plan also includes an early retirement provision; however,
there is a benefit reduction for each year a member retires before his or her normal retirement
date. The Plan provides retirement, disability, death benefits, and annual cost-of-living adjustments
to eligible participants.

DROP, subject to provisions of Section 121.091 , Florida Statutes, permits employees eligible for
normal retirement under the Plan to defer receipt of monthly benefit payments while continuing
employment with an FRS-participating employer. An employee may participate in DROP for a
period not to exceed 60 months after electing to participate. During the period of DROP
participation, deferred monthly benefits are held in the FRS Trust Fund and accrue interest. There
are no required contributions by DROP participants.
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Note 10 - Employee Benefit Plans (continued)

Benefits Provided. Benefits under the 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 expressed
as a percentage of the average final compensation. For members initially enrolled before July 1,
2011, the average final compensation 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 retirement plan and/or
the 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.

As provided in Section 121.101, Florida Statutes, if the member is initially enrolled in the FRS before
August 1, 2011, and all service credit was accrued before August 1, 2011, the annual cost-of-living
adjustment is 3 percent per year. If the member is initially enrolled before August 1, 2011, and has
service credit on or after August 1, 2011, there is an individually calculated cost-of-living
adjustment. The annual cost-of-living adjustment is a promotion of 3 percent determined by
dividing the sum of the pre-July 2011 service credit by the total service credit at retirement
multiplied by 3 percent. Plan members initially enrolled on or after July 1, 2011, will not have a
cost-of-living adjustment after retirement.

Contributions. The Florida Legislature establishes contribution rates for participating employers and
employees. Contribution rates during the 2022-23 fiscal year were as follows:

Class Employee Employer (1)

FRS, Regular employees 3.00 10.00

Notes: (1) Employer rates include 1.66 percent for the postemployment health insurance
subsidy. Also, employer rates, other than for DROP participants, include 0.06
percent for administrative costs of the Investment Plan.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions. At June 30, 2023, the School reported a liability of $ 2,405,243 for
its proportionate share of the net pension liability. The net pension liability was measured as of
June 20, 2022, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of June 30, 2022. The School’s proportionate share of the
net pension liability was based on the School’s 2021-2022 fiscal year contributions relative to the
total 2021-2022 fiscal year contributions of all participating members. At June 30, 2022, the
School’s proportionate share was .006464311 percent, which was an increase of .000914666
percent from its proportionate share measured as of June 30, 2021.
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Note 10 - Employee Benefit Plans (continued)

For the fiscal year ended June 30, 2023, the School recognized pension expense of $373,225. In
addition, the School reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of

Description Resources Resources
Differences between expected and actual
experience S 114,235 S -
Change of assumptions 296,216 -
Net difference between projected and actual
earnings on FRS Plan investments 158,818 -
Changes in proportion and differences between
School FRS contributions and proportionate
share of contributions 398,120 170,513
School FRS contributions subsequent to the
measurement date 241,272 -

Total S 1,208,661 S 170,513

The deferred outflows of resources related to employer contributions paid subsequent to the
measurement date, will be recognized as a reduction of the net pension liability in the fiscal year
ending June 30, 2024. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized in pension expense as follows:

Fiscal Year Ending

June 30,

2024
2025
2026
2027
2028
Thereafter

S

177,476
87,606
2,156
485,188
44,450

Actuarial Assumptions. The total pension liability in the June 30, 2022, actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the

measurement:

Inflation
Salary increases
Investment rate of return

Actuarial cost method
Mortality rates

2.40 percent

3.25 percent, average, including inflation

6.70 percent, net of pension

plan

investment expense, including inflation

Individual entry age

PUB2010 base table projected
generationally with Scale MP-2018
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Note 10 - Employee Benefit Plans (continued)

The actuarial assumptions used in the June 30, 2022 valuation were based on the results of an
actuarial experience study for the period July 1, 2013 through June 30, 2018. The long-term
expected rate of return on pension plan investments was not based on historical returns, but
instead is based on a forward-looking capital market economic model. The allocation policy's
description of each asset class was used to map the target allocation to the asset classes shown
below. Each asset class assumption is based on a consistent set of underlying assumptions, and
includes an adjustment for the inflation assumption. The target allocation and best estimates of
arithmetic and geometric real rates of return for each major asset class are summarized in the
following table:

Compound
Annual Annual

Target Arithmetic (Geometric) Standard
Asset Class Allocation (1) Return Return Deviation
Cash 1.0% 2.6% 2.6% 1.1%
Fixed income 19.8% 4.4% 4.4% 3.2%
Global equity 54.0% 8.8% 7.3% 17.8%
Real estate (property) 10.3% 7.4% 6.3% 15.7%
Private equity 11.1% 12.0% 8.9% 26.3%
Strategic investments 3.8% 6.2% 5.9% 7.8%

Total 100.0%

Assumed inflation - mean 2.4% 1.3%

Note: (1) As outlined in the Plan's investment policy.

Discount Rate. The discount rate used to measure the total pension liability was 6.70 percent. The
Plan 's fiduciary net position was projected to be available to make all projected future benefit
payments of current active and inactive employees. Therefore, the discount rate for calculating the
total pension liability is equal to the long-term expected rate of return.

Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate. The following presents the School's proportionate share of the net pension liability
calculated using the discount rate of 6.70 percent, as well as what the School 's proportionate
share of the net pension liability would be if it were calculated using a discount rate that is 1
percentage point lower (5.7 percent) or 1 percentage point higher (7.7 percent) than the current

rate:
1% Current 1%
Decrease Discount Increase
(5.70%) Rate (6.70%) (7.70%)
School's proportionate share of
the net pension liability S 4,159,703 S 2,405,243 S 938,306
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Note 10 - Employee Benefit Plans (continued)
HIS Pension Plan

Plan Description. The HIS Pension Plan (HIS Plan) is a cost-sharing multiple-employer defined
benefit pension plan established under Section 112.363, Florida Statutes , and may be amended by
the Florida Legislature at any time . The benefit is a monthly payment to assist retirees of State-
administered retirement systems in paying their health insurance costs and is administered by the
Florida Department of Management Services, Division of Retirement.

Benefits Provided. For the fiscal year ended June 30, 2023, eligible retirees and beneficiaries
received a monthly HIS payment of S 5 for each year of creditable service completed at the time of
retirement with a minimum HIS payment of $ 30 and a maximum HIS payment of $ 150 per month,
pursuant to Section 112.363, Florida Statutes. To be eligible to receive a HIS benefit, a retiree under
a State-administered retirement system must provide proof of health insurance coverage, which
can include Medicare.

Contributions. The HIS Plan is funded by required contributions from FRS participating employers as
set by the Florida Legislature. Employer contributions are a percentage of gross compensation for
all active FRS members. For the fiscal year ended June 30, 2023, the contribution rate was 1.66
percent of payroll pursuant to Section 112.363, Florida Statutes. The School contributed 100
percent of its statutorily required contributions for the current and preceding 3 years. HIS Plan
contributions are deposited in a separate trust fund from which HIS payments are authorized. HIS
Plan benefits are not guaranteed and are subject to annual legislative appropriation. In the event
the legislative appropriation or available funds fail to provide full subsidy benefits to all
participants, benefits may be reduced or canceled.

Pension Liabilities Pension Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions. At June 30, 2023, the School reported a net pension liability of
$ 1,140,865 or its proportionate share of the net pension liability. The net pension liability was
measured as of June 30, 2022 and the total pension liability used to calculate the net pension
liability was determined by an actuarial valuation as of June 30, 2022. At June 30, 2022, the
School’s proportionate share was .010771418 percent, which was an increase of .001515224
percent from its proportionate share measured as of June 30, 2021.

While an experience study had not been completed for the HIS Plan, the actuarial assumptions that
determined the total pension liability for the HIS Plan were based on certain results of the most
recent experience study for the FRS Plan.

Discount Rate. The discount rate used to measure the total pension liability was 3.54 percent. In
general, the discount rate for calculating the total pension liability is equal to the single rate
equivalent to discounting at the long-term expected rate of return for benefit payments prior to
the projected depletion date. Because the HIS benefit is essentially funded on a pay-as-you-go
basis, the depletion date is considered to be immediate. The single equivalent discount rate is
equal to the municipal bond rate selected by the FRS Actuarial Assumption Conference. The Bond
Buyer General Obligation 20-Bond Municipal Bond Index was adopted as the applicable municipal
bond index.
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Note 10 - Employee Benefit Plans (continued)

Sensitivity of the School's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate. The following presents the School' s proportionate share of the net pension liability
calculated using the discount rate of 3.54 percent, as well as what the School's proportionate share
of the net pension liability would be if it were calculated using a discount rate that is 1 percentage
point lower (2.54 percent) or 1 percentage point higher (4.54 percent) than the current rate:

1% Current 1%
Decrease Discount Increase
(2.54%) Rate (3.54%) (4.54%)
School's proportionate share of
the net pension liability S 1,305,243 S 1,140,865 S 1,004,846

For the fiscal year ended June 30, 2023, the School recognized pension expense of $46,172. In
addition, the School reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of

Description Resources Resources
Differences between expected and
actual experience S 34,628 S 5,020
Change of assumptions 65,395 176,491
Net difference between projected and actual
earnings on HIS Plan investments 1,652 -
Changes in proportion and differences between
School HIS contributions and proportionate
share of contributions 172,158 158,306
School HIS contributions subsequent to the
measurement date 77,747 -

Total S 351,580 S 339,817

The deferred outflows of resources resulting from School contributions subsequent to the
measurement date, will be recognized as a reduction of the net pension liability in the fiscal year
ending June 30, 2024. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized in pension expense (income) as follows:

Fiscal Year Ending

June 30,
2024 $ (29,481)
2025 (18,486)
2026 (8,500)
2027 (8,469)
2028 (814)
Thereafter (234)
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Note 10 - Employee Benefit Plans (continued)

Actuarial Assumptions. The total pension liability in the June 30, 2022, actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the

measurement:
Inflation 2.40 percent
Salary increases 3.25 percent, average, including inflation
Municipal bond rate 3.54 percent
Actuarial cost method Individual entry age
Mortality rates Generational PUB-2010 with Projection

Scale MP-2018

Aggregate amounts for both defined benefit plans:

FRS FRS
Pension HIS
Plan Plan Total
Net pension liability $ 2,405,243 $ 1,140,865 $ 3,546,108
Deferred outflows of resources S 1,208,661 S 351,580 S 1,560,241
Deferred inflows of resources S 170,513 S 339,817 S 510,330
Pension expense (income) S 373,225 S 46,172 S 419,397

FRS - Defined Contribution Pension Plans

The SBA administers the defined contribution plan officially titled 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.

As 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. School employees already participating
in the State School System Optional Retirement Program or DROP are not eligible to participate in
the Investment Plan. Employer and employee contributions are defined by law, but the ultimate
benefit depends in part on the performance of investment funds. Service retirement benefits are
based upon the value of the member's account upon retirement. Benefit terms, including
contribution requirements, are established and may be amended by the Florida Legislature. The
Investment Plan is funded with the same employer and employee contributions rates, that are
based on salary and membership class, as the FRS defined benefit plan. Contributions are directed
to individual member accounts, and the individual members allocate contributions and account
balances among various approved investment choices. Costs of administering the Investment Plan,
including the FRS Financial Guidance Program, are funded through an employer contribution of
0.06 percent of payroll and by forfeited benefits of Investment Plan members. Allocations to the
Investment Plan member accounts during the 2022-23 fiscal year were as follows :

Percent of
Gross
Class Compensation
FRS, Regular employees 6.30
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Note 10 - Employee Benefit Plans (continued)

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 regardless of
membership class. If an accumulated benefit obligation for service credit originally earned under
the FRS Pension Plan is transferred to the Investment Plan, the member must have the years of
service required for FRS Pension Plan vesting (including 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 the
accumulated account balance. For the fiscal year ended June 30, 2023, the information for the
amount of forfeitures was unavailable from the SBA; however, management believes that these
amounts, if any, would be immaterial to the School. After termination and applying to receive
benefits, the member may rollover 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 in which
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 School's Investment Plan pension expense totaled $ 238,791 for the fiscal year ended June 30,
2023.

Note 11 - Capital Appropriations Funding

The Florida Department of Education has approved a Charter School Capital Outlay (CSCO) award
for the School. In each year that funds are appropriated by the state for charter school capital
outlay purposes, those funds are allocated among eligible charter schools. The funds for the
School’s allocation are transferred to the School once a CSCO Plan has been provided to and
approved by the sponsoring district. The School’s CSCO award totaled S 400,454 for the 2022/2023
school year and has been recognized as revenue in the accompanying basic financial statements. If
the CSCO funds are used to acquire tangible property assets, the School Board has a reversionary
interest in those assets. In the event of non-renewal, termination, or breach of the charter school
agreement, ownership of the assets would automatically revert to the School Board. The School
has elected to use these funds to pay a portion of the operation of plant expenses.

Note 12 - Risk Management

The School is exposed to various risks of loss related to torts, thefts of, damage to, and destruction
of assets and natural disasters. The School has obtained property insurance from commercial
companies including, but not limited to, general liability and errors and omissions insurance. There
were no claims in excess of insurance coverage limits during the past three years.

Note 13 - Commitments

The School participates in state grant programs, which are governed by various rules and
regulations of the grantor agencies. Costs charged to the respective grant programs are subject to
audit and adjustment by the grantor agencies, therefore, to the extent that the School has not
complied with the rules and regulations governing the grants, refunds of any money received may
be required and the collectability of any related receivables at June 30, 2023 may be impaired.
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Note 13 - Commitments (continued)

In the opinion of the School, there are no significant liabilities relating to compliance with the rules
and regulations governing the respective grants; therefore, no provision has been recorded in the
accompanying financial statements for such contingencies.

Management agreement: The School has a formal agreement with Charter Schools USA at G-Star
LLC (“CSUSA”) to manage, staff, and operate the School. CSUSA is entitled to retain as cost
reimbursements and management fees (the “fee”) for its services, 15% of revenues, which shall be
set forth within the approved annual budget or a lesser percentage if agreed to by CSUSA. The
term of the agreement coincides with the charter and can be extended if the charter is extended.
For the year ended June 30, 2023, CSUSA did not receive a fee.

The basic financial statements reflect a due to CSUSA which totaled $ 548,332 at June 30, 2023.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
G-Star School of the Arts, Inc.
Palm Springs, 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, business-type activities, each major fund, and the aggregate remaining fund information of
G-Star School of the Arts, Inc. (the “School”) as of and for the year ended June 30, 2023, and the
related notes to the financial statements, which collectively comprise the School’s basic financial
statements, and have issued our report thereon dated September 29, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School’s internal
control over financial reporting (internal control) as a basis for designing 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 School’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the School’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 or significant deficiencies may exist that were not identified.
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G-Star School of the Arts, Inc.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School’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 financial statements. 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.

Kl MeCalngl

KEEFE McCULLOUGH

Fort Lauderdale, Florida
September 29, 2023
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INDEPENDENT AUDITOR’S REPORT TO THE BOARD OF DIRECTORS

To the Board of Directors
G-Star School of the Arts, Inc.
Palm Springs, Florida

Report on the Financial Statements

We have audited the financial statements of G-Star School of the Arts, Inc. (the “School”) as of and for
the fiscal year ended June 30, 2023, and have issued our report thereon dated September 29, 2023.

Auditor’s Responsibility

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

Other Reporting Requirements

We have issued our Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards. Disclosures in that report, which is dated
September 29, 2023, should be considered in conjunction with this management letter.

Prior Audit Findings

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

Official Title

Section 10.854(1)(e)5., Rules of the Auditor General, requires that 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 are G-Star School of the Arts, Inc. and 503396.
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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.

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. In connection with our audit, we did not have
any such recommendations

Transparency

Sections 10.854(1)(e)7. and 10.855(13), Rules of the Auditor General, require us to apply appropriate
procedures and communicate 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 the School maintained on its website the information specified in Section
1002.33(9)(p).

Additional Matters

Section 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 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 and applicable

management and is not intended to be, and should not be, used by anyone other than these specified
parties.

Ky MeCulog)

KEEFE McCULLOUGH

Fort Lauderdale, Florida
September 29, 2023
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