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g McGladrey

Independent Auditor’'s Report

To the Honorable Mayor, City Commissioners and City Manager
of the City of Aventura, Florida

Aventura City of Excellence School

Aventura, Florida

We have audited the accompanying special purpose financial statements of the governmental
activities and the major fund of the Aventura City of Excellence School (a special revenue fund
of the City of Aventura, Florida) (the “School”), as of and for the year ended June 30, 2010,
which collectively comprise the School’'s special purpose financial statements as listed in the
table of contents. These special purpose financial statements are the responsibility of the
School's management. Our responsibility is to express opinions on these special purpose
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
special purpose financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the special
purpose financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

As discussed in Note 2, the special purpose financial statements present only the Aventura City
of Excellence School, a special revenue fund of the City of Aventura, Florida. These financial
statements do not purport to, and do not, present fairly the financial position of the City of
Aventura, Florida as of June 30, 2010 and its changes in financial position for the year then
ended in conformity with accounting principles generally accepted in the United States of
America.

In our opinion, the special purpose financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities and the major
fund of the Aventura City of Excellence School, as of June 30, 2010, and the respective
changes in financial position for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

McGladrey is the brand under which RSM McGladrey, Inc. and McGladrey & Pullen, LLP serve clients’ business needs. Member of RSM International network, a network of
The two firms operating as separate legal entities in an alternative practice structure. Independent accounting, tax and consulting firms
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In accordance with Government Auditing Standards, we have also issued our report dated
August 26, 2010 on our consideration of the School’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis and the budgetary comparison information as listed
in the table of contents, respectively, are not a required part of the special purpose financial
statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

%W//mé&%/ Lo~

Fort Lauderdale, Florida
August 26, 2010
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Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2010

Our discussion and analysis of the Aventura City of Excellence School’'s (the “School”) financial
performance provides an overview of the School’s financial activities for the fiscal year ended
June 30, 2010. Please read it in conjunction with the School’s special purpose financial
statements which immediately follow this discussion.

Overview of the Special Purpose Financial Statements

This discussion and analysis is intended to serve as an introduction to the School’s special
purpose financial statements. The special purpose financial statements are comprised of three
(3) components: 1) government-wide financial statements, 2) fund financial statements, and 3)
notes to the special purpose financial statements. This report also contains other required
supplemental information in addition to the special purpose financial statements themselves.

Government-Wide Financial Statements

The government-wide financial statements, which consist of the statement of net assets and the
statement of activities, 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 assets provides information on all the School’s assets and liabilities, with
the difference between the two (2) reported as net assets. Over time, increases or decreases in
net assets may serve as a useful indicator of whether the School’s financial position is
improving or deteriorating. However, as a governmental entity, the School’s activities are not
geared toward generating profit as are the activities of commercial entities. Other factors such
as the safety at the School and quality of education, must be considered in order to reasonably
assess the School’s overall performance.

The statement of activities presents information and shows how the School’s net assets
changed during the year. All changes in net assets 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.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The School has only one (1) category
of 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 financial statements, governmental fund 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.



Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2010

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 change in fund balance provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

Notes to the Special Purpose Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund special purpose financial statements.

Supplementary Information

In addition to the special purpose financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the School’s adopted budget to
actual results.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of financial position. The
following table presents a comparative analysis of the condensed government-wide statements
of net assets:

Summary of Net Assets

2010 2009 Variance

Current and other assets $ 2,183,016 $ 2,220,672 (37,656)
Capital assets 2,198,781 2,165,173 33,608
Total assets 4,381,797 4,385,845 (4,048)
Current liabilities $ 540,249 $ 1,160,357 (620,108)
Noncurrent liabilities 17,833 12,354 5,479
Total Liabilities 558,082 1,172,711 (614,629)

Net Assets:
Invested in capital assets 2,198,781 2,165,173 33,608
Unrestricted 1,624,934 1,047,961 576,973
Total net assets $ 3,823,715  $ 3,213,134 610,581




Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Management’s Discussion and Analysis (Unaudited)

Year Ended June 30, 2010

Current and other assets decreased due to a relatively small net decrease in pooled cash and
cash equivalents. Capital assets and invested in capital assets increased due to the remaining
construction costs that were related to the ten (10) additional classrooms which had begun in

the prior year.

Resources that are subject to external restrictions on how they may be used are classified as
restricted assets. As of June 30, 2010 and 2009, the School had no restricted assets. The
remaining unrestricted balance may be used in any of the School’s ongoing operations.

The following table presents comparative information of the condensed government-wide

statements of changes in net assets:

Revenues:
General revenues and transfers
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
Total revenues

Expenses:
Instruction
Instructional media services
Operation of facility
School administration
Pupil transportation services
Community services
Total expenses

Change in net assets

Net assets, beginning
Net assets, ending

Summary of Changes in Net Assets

2010 2009 Variance

$ 6,249,627 $ 6,058,952 $ 190,675
645,257 665,864 (20,607)
637,694 674,700 (37,006)
96,600 86,725 9,875
7,629,178 7,486,241 142,937
4,158,956 3,774,384 384,572
58,595 69,856 (11,261)
1,544,215 1,532,516 11,699
935,083 907,747 27,336
183,600 181,560 2,040
138,148 132,089 6,059
7,018,597 6,598,152 420,445
610,581 888,089 (277,508)
3,213,134 2,325,045 888,089
$ 3,823,715 $ 3,213,134 $ 610,581




Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2010

. General revenues increased primarily due to an increase in the aggregate amount of state
funding resulting from the addition of 32 new students.

. Instructional expenses increased primarily as a result of teacher salary increases based on
years of service and new teacher positions added to accommodate the 32 new students.

Financial Analysis of the School’'s Funds

As noted earlier, the School uses fund accounting to maintain control over resources that have
been segregated for specific activities or objectives. The focus of the School’'s governmental
funds is to provide information on near-term inflows, outflows and balances of spendable
resources. Such information is useful in assessing the School’s financing requirements. In
particular, unreserved fund balance may serve as a useful measure of the School’s net
resources available for spending at the end of the fiscal year.

As of the end of fiscal year 2009/10 the School's governmental fund reported ending fund
balance of $1,597,418. The fund balance unreserved and available for spending at the School’s
discretion is $1,566,940. These funds will be available for the School's future ongoing
operations. The fund balance increased by $537,103 from the prior year because of higher than
anticipated state revenues including FTE and capital outlay in conjunction with lower than
projected operating costs.

Budgetary Highlights

In order to address the Florida Class Size Mandate Legislation, funding was included in the
2008/09 budget to provide for constructing ten (10) new classrooms at an estimated cost of
$2,099,000. The classrooms were completed in time for the 2009/10 school year. The 10 new
classrooms allow the addition of 72 new students with 32 added in 2009/10 and 40 being added
in 2010/11.

Capital Assets and Debt Administration

As of June 30, 2010, the School had an investment in capital assets of $2,198,781. This
amount is net of accumulated depreciation of $457,436. This amount represents an increase of
$33,608 or 1.6%.

The School has no outstanding debt.



Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2010

Economic Factors

Facts, decisions or conditions that are expected to have a significant effect on the financial
position or results of operations of the School in fiscal year 2010/11 include the following:

The 2010/11 school year represents the eighth year of operations of the School. Our past has
shown that we can continue to operate the School at a high level and provide quality education
for our students, within the school-based revenues and without outside subsidies. We have
also been fortunate to have a strong business community and involved parents that participate
in fund raising activities for School improvements.

This past year marks the second year in a row that the State of Florida responded to the
economic recession by reducing the amount of funding available for the School. As was
previously reported, based on reductions imposed by the State Legislature to balance the State
budget, the Charter School Fund lost $21,000 during the 2009/10 fiscal year. The amount lost
was offset by reducing the school’s budgeted contingency account. The revenues for next year
have been estimated on the conservative side and continue to anticipate the funding reduction
based on actions taken by the State Legislature.

In order to respond to the anticipated revenues for the upcoming school year without impacting
the “classroom” and current educational programs the following plan of action was utilized in the
preparation of the 2010/11 budget:

e The transfer to the General fund of $30,000 to offset services provided by the Finance
Department to the School will be deferred this year.

¢ Charter School USA agreed to freeze their fee at last year’s rate which resulted in a
cost savings of $25,000.

¢ Revenue in the amount of $100,000 from the City’s Intersection Safety Camera
Program is included to assist in funding the contingency line item in the budget.

e Teacher salary increases will reflect a step increase based on years of service
reflective of the Miami-Dade School Board pay plan and provides that returning
teachers will be rewarded with a service award based on years of service. Based on
previous year's increases and the service award program, our teachers’ salaries will
again exceed those of the Miami-Dade School Board.

¢ Downsized Special Project Coordinator position to part-time.

With the use of the additional classrooms constructed last year, class sizes will be reduced in
grades fourth through eighth and 40 additional students will be admitted in the upcoming school
year. The budget contains the following changes to address the class size revisions, the growth
of the School sports program and expansion of technology in the classrooms:
e Four (4) new teacher positions and two (2) sixth period salary supplements were
added.
¢ Math Mentor position was upgraded to Math Specialist.
e Two (2) additional basketball intramural teams were included and competitive boys
and girls soccer were added to the School’s athletic offerings.
¢ Funds have been budgeted to complete the installation of smart boards in all
classrooms.



Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2010

In addition, a receptionist position for the front desk was added to accommodate larger student
population and has not been increased since the School opened with 600 students. A major
impact on the budget is attributed to an estimated 15% increase in employee health insurance
costs. The budget continues to include revenue in the amount of $125,000 from the Clear
Channel agreement for proceeds from the billboard advertising to assist in funding school
programs.

The overall budget increased by 3.8% or $277,829 largely due to addition of 40 new students
with 8 students being added per grade in grades fourth through eighth. The budget includes
funding for lease payments to the City for use of the School facilities.

Requests for Information

This financial report is designed to provide a general overview of the Aventura City of
Excellence School’s finances for all those with an interest. If you should have any questions
pertaining to the information presented in this report or would like additional information, please
contact the Finance Director at the City of Aventura, 19200 W. Country Club Drive, Aventura,
Florida 33180.
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Aventura City of Excellence School

(A Special Revenue Fund of the
City of Aventura, Florida)

Statement of Net Assets
June 30, 2010

Assets

Current assets:

Pooled cash and cash equivalents

Accounts receivable
Prepayments
Total current assets

Noncurrent assets:
Capital assets, depreciable
Less: accumulated depreciation
Total noncurrent assets

Total assets

Liabilities
Current liabilities:
Accounts payable
Accrued expenses
Noncurrent liabilities:
Compensated absences
Total liabilities

Net assets:
Invested in capital assets
Unrestricted
Total net assets

See Notes to Special Purpose Financial Statements.

$ 2,107,189
45,349
30,478

2,183,016

2,656,217
(457,436)

2,198,781

4,381,797

65,071
475,178

17,833

558,082

2,198,781
1,624,934

$ 3,823,715




Aventura City of Excellence School

(A Special Revenue Fund of the

City of Aventura, Florida)

Statement of Activities
Year Ended June 30, 2010

Functions/Programs

Program Revenues

Net
Revenue

Governmental activities:
Instruction
Instructional media services
Operation of facility
School administration
Pupil transportation services
Community services

Total governmental activities

Operating Capital (Expense) and
Charges for  Grants and  Grants and Change in Net
Expenses Services Contributions Contributions Assets

$ 4,158,956 $ 130,159 $ - $ - $ (4,028,797)
58,595 - - - (58,595)
1,544,215 360,859 515,405 96,600 (571,351)
935,083 - - - (935,083)
183,600 - 122,289 - (61,311)

138,148 154,239 - - 16,091

$ 7018597 $ 645257 $ 637,694 $ 96,600 $ (5,639,046)

General revenues:

FTE nonspecific revenues

Investment earnings
Miscellaneous income

Transfers from other funds of the City
Total general revenues and transfers

Change in net assets

Net assets:
Net assets, beginning
Net assets, ending

See Notes to Special Purpose Financial Statements.
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$ 5,985,618
12,808
51,537

199,664
6,249,627

610,581

3,213,134
S 3823715



FUND FINANCIAL STATEMENTS



Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Balance Sheet — Governmental Fund
June 30, 2010

Assets

Pooled cash and cash equivalents
Accounts receivable
Prepaid items

Total assets

Liabilities and Fund Balance
Liabilities:
Accounts payable
Accrued expenses
Deferred revenue
Total liabilities

Fund balance
Reserved for prepaid items
Unreserved
Total fund balance
Total liabilities and fund balance

Reconciliation of the governmental fund balance sheet to the
statement of net assets:

Governmental fund balance

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

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the governmental
funds.

Cost of capital assets is
Accumulated depreciation is

Some deferred revenues have met the earned criteria for
recognition in the Statement of Activities

Long-term liability which is not due and payable in the current

period and, therefore, is not reported in the governmental funds.

Compensated absences

Net assets of governmental activities

See Notes to Special Purpose Financial Statements.
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$ 2,656,217
(457,436)

$ 2,107,189
45,349
30,478

$ 2,183,016

$ 65,071
475,178
45,349

585,598

30,478
1,566,940

1,597,418

$ 2,183,016

$ 1,597,418

2,198,781

45,349

(17,833)

$ 3,823,715




Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Statement of Revenues, Expenditures and
Change in Fund Balance — Governmental Fund
Year Ended June 30, 2010

Revenues:

Federal sources $ 71,405
State sources 6,603,158
Local sources 709,602
Total revenues 7,384,165
Expenditures:
Current
Instruction 3,823,877
Instructional media services 61,114
Operation of facility 1,508,972
School administration 933,257
Pupil transportation services 183,600
Community services 138,148
Capital Outlay 397,758
Total expenditures 7,046,726
Excess of revenues over
expenditures 337,439
Other Financing Sources:
Transfers from other funds of the City 199,664
Total other financing sources 199,664
Net change in fund balance 537,103
Fund balance, beginning 1,060,315
Fund balance, ending $ 1,597,418
Net increase in fund balance — governmental fund $ 537,103
Amounts reported for governmental activities in the statement
of activities are different because:
Governmental funds report capital outlays as expenditures;
in the statement of activities these costs are allocated over
their estimated useful lives as provision for depreciation.
Cost of capital assets purchased $ 165,596
Provision for depreciation (131,988) 33,608
Deferred revenue that meet the revenue recognition criteria in
the Statement of Activities, but not the fund statements. 45,349
Some revenues and expenses reported in the statement of
activities are not reported in the funds because they have
no effect on current financial resources
Compensated absences (5,479) (5,479)
Change in net assets on the statement of activities $ 610,581

See Notes to Special Purpose Financial Statements.
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Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Notes to Special Purpose Financial Statements

Note 1. Organization and Operations

Nature of operations: Aventura City of Excellence School (the “School”), is a special revenue
fund of the City of Aventura, Florida (the “City”). The School commenced operations in August
2003 in the City and offers classes for kindergarten through eighth grades with an enroliment of
932 for the year ended June 30, 2010. The School is funded from public funds based on
enrollment and can also be eligible for grants in accordance with State and Federal guidelines,
including food service and capital outlay. The School can accept private donations and the City
can incur debt for the operation of the School.

Note 2. Summary of Significant Accounting Policies

A summary of the School’s significant accounting policies is as follows:

Reporting entity: The School operates under a charter granted by the sponsoring school
district, the Miami-Dade County Public School District (the “District”). The current charter is
effective until June 20, 2018. In 2005, the School amended the charter to include grades six
through eight. At the end of the term of the charter, the District may choose not to renew the
charter under grounds specified in the charter in which case the District is required to notify
the School in writing at least 90 days prior to the charter’s expiration. During the term of the
charter, the District may also terminate the charter for good cause as defined.

The School is owned and operated by the City, is part of the City’s government and is not a
separate legal entity or otherwise organized apart from the City. The City was incorporated
in November 1995. The City operates under a Commission-Manager form of government.

In accordance with Chapter 10.850, Rules of the Auditor General of the State of Florida, the
School is required to prepare special purpose financial statements. Section 10.855(4) states
that the special purpose financial statements should present the charter school’s financial
position including the charter school’s current and capital assets and current and long-term
liabilities, and net assets; and the changes in financial position. The financial statements
contained herein present only the operations of the School and do not purport to, and do not,
present the financial position and changes in financial position of the City. Only capital
assets acquired with FTE funding are reported. The facility used by the School is owned by
the City and the capital assets and related debt for the facilities are not included in this
special purpose report.

Basis of presentation: Based on the guidance provided in the American Institute of Certified
Public Accountants Audit and Accounting Guide — Audits for States and Local Governments
and provisions of Florida Statutes, the School is presented as a governmental organization
for financial statement reporting purposes.

Government-wide financial statements: The School’s special purpose financial statements
include both government-wide (reporting the School as a whole) and fund financial
statements. Both the government-wide and fund financial statements categorize primary
activities as either governmental or business-type. All of the School’s activities are classified
as governmental activities.

13



Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Notes to Special Purpose Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

In the government-wide statement of net assets, the governmental activities column is
reported on a full accrual, economic resource basis, which recognizes all current and
noncurrent assets and all current and noncurrent liabilities. The School’s net assets are
reported in three (3) categories: invested in capital assets; restricted net assets; and
unrestricted net assets.

The government-wide statement of activities reports both the gross and net cost of each of
the School’s functions. The net costs, by function, are supported by general revenues. The
statement of activities reduces gross expenses by related program revenues. Program
revenues must be directly associated with the function. Operating grants include operating-
specific and discretionary (either operating or capital) grants while the capital grants column
reflects capital-specific grants.

Fund financial statements: The School's accounts are organized on the basis of funds. The
operations of the fund is accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, equity, revenues and expenditures.

The Charter School Special Revenue Fund is a governmental fund type and is used to
account for all of the School’s financial transactions.

Measurement focus and basis of accounting: Basis of accounting refers to the point at
which revenues or expenditures/expenses are recognized in the accounts and reported in
the special purpose financial statements. It relates to the timing of the measurements made
regardless of the measurement focus applied. Governmental funds use the current financial
resources measurement focus and the government-wide statement uses the economic
resources measurement focus.

Governmental activity in the government-wide financial statements is presented on the
accrual basis of accounting. Revenues are recognized when earned and expenses are
recognized when a liability is incurred.

The governmental fund financial statements are presented on the modified accrual basis of
accounting under which revenue is recognized in the accounting period in which it becomes
susceptible to accrual (i.e., when it becomes both measurable and available). Revenues
susceptible to accrual include FTE nonspecific revenue, transportation funds, capital grant
funds, operating grants and contributions and investment earnings. Intergovernmental
revenues are recognized when all eligibility requirements have been met, if available.
“Measurable” means the amount of the transaction can be determined and “available”
means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. For this purpose, the School considers revenues to be
available if they are collected within two (2) months of the end of the current fiscal year.
Expenditures generally are recorded when a liability is incurred. However, expenditures
related to compensated absences are recorded only when paid from expendable available
financial resources.

14



Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Notes to Special Purpose Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

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

Capital assets: Capital assets purchased or acquired with an original cost of $5,000 or more
are capitalized at historical cost or estimated historical cost and are reported in the
government-wide financial statement. Donated capital assets are valued at the estimated
fair market 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 capital assets. Other costs incurred for repairs and
maintenance are expensed as incurred.

Capital assets, which include equipment acquired with state shared revenues are reported in
the government-wide financial statements.

Depreciation on equipment is provided on the straight-line basis over the respective
estimated useful lives ranging from 3 to 5 years.

Within governmental funds, amounts incurred for the acquisition of capital assets are
reported as fund expenditures. Depreciation expense is not reported within the
governmental fund financial statements.

Unearned/deferred revenue: Resources that do not meet revenue recognition requirements
(not earned) are recorded as unearned revenue in the government-wide and the fund
financial statements. In addition, amounts related to governmental fund receivables that are
measurable, but not available (not received within 60 days from fiscal year end), are
recorded as deferred revenue in the governmental fund financial statements.

Equity classifications:

Government-wide financial statements
Equity is classified as net assets and displayed in three (3) components:

a. Invested in capital assets, net of related debt — consists of capital assets net of
accumulated depreciation and reduced by the outstanding balances of any bonds or
other borrowings that are attributable to the acquisition, construction or improvement of
those assets.

b. Restricted net assets — consists of net assets 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. There are no restricted net assets.

c. Unrestricted net assets — all other net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”
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Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Notes to Special Purpose Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Fund financial statements

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for
use for a specific purpose. Designations of fund balance represent tentative management
plans that are subject to change.

Encumbrances: Encumbrances represent commitments relating to unperformed contracts
for goods or services. At June 30, 2010, there were no encumbrances outstanding.

Deposits and investments: The School's cash and cash equivalents are maintained by the
City in a pooled cash account for all funds. This enables the City to invest large amounts of
idle cash for short periods of time and to optimize earnings potential. Pooled cash and cash
equivalents represent the amount owned by the Charter School Special Revenue Fund. The
City is responsible for all risks related to the School’'s cash and cash equivalents. These
risks and the City’s related policies are disclosed in the notes to the City’s financial
statements.

Post-retirement benefits: The City of Aventura provides post-employment healthcare
coverage, including medical and dental benefits, to eligible individuals which consists of an
implicit subsidy. The estimated liability is recorded in the financial statements of the City.
No amount is allocated to the Charter School Special Revenue fund since the amount is
insignificant as of June 30, 2010.

Compensated absences: The School’s sick leave policy is to permit employees to
accumulate earned but unused sick pay benefits. Upon termination, sick pay is paid out
between 10-50% based on length of service.

The School’s vacation paolicy is that earned vacation is cumulative although limited to certain
maximums based on length of service.

Accumulated compensated absences are recorded as expenses in the government-wide
financial statements when earned. Expenditures for accumulated compensated absences
have been recorded in the governmental funds only in connection with terminated
employees.

State funding (primary source of revenue): Student funding is provided by the State of
Florida through the School Board of Miami-Dade County, Florida. Such funding is recorded
as FTE nonspecific revenue. In accordance with the Charter Agreement, the School Board
retains 2% as an administrative fee. This funding is received on a pro rata basis over the
twelve-month period and is adjusted for changes in full-time equivalent student population.
After review and verification of Full-Time Equivalent (“FTE”) reports and supporting
documentation, the Florida Department of Education may adjust subsequent fiscal period
allocations of FTE funding for prior year’s errors disclosed by its review as well as to prevent
the statewide allocation from exceeding the amount authorized by the State Legislature.
Normally, such adjustments are reported in the year the adjustments are made.

16




Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Notes to Special Purpose Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

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

Note 3.  Capital Assets

A summary of changes in governmental capital assets is as follows:

Balance Balance
July 1, June 30,
2009 Additions Deletions 2010
Leasehold improvements $2,039,266 $ 165596 $ - $ 2,204,862
Equipment 451,355 - 451,355
Less: accumulated depreciation 325,448 131,988 - 457,436
$2,165173 $ 33,608 $ - $2,198,781

The provision for depreciation for the year ended June 30, 2010 amounted to $131,988. The
School allocated depreciation to instruction services.

Note 4. Commitments and Contingencies

The City has a contract with Charter Schools USA Inc. (“CSUSA”) for administrative and
educational management services for the operations of the School. All staff of the School,
except the principal, assistant principal and custodian, are employees of CSUSA. The contract
expires in June 2013 and provides for a fee based on a percentage of certain revenues of the
School which is 6% for 2007 through 2013. Total fees paid to the management company for
fiscal year 2009/10 were approximately $326,000. All costs paid on behalf of the School are
reimbursed to CSUSA (i.e. teachers salaries, textbooks and insurance).
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Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Notes to Special Purpose Financial Statements

Note 4. Commitments and Contingencies (Continued)

The School’s operations are located at a facility that is owned by the City. In September 2002,
the City entered into a bond indenture agreement with the Florida Intergovernmental Finance
Commission through an interlocal governmental agreement. As a result, the City issued
$12,610,000 in Series 2002 Revenue Bonds to finance the acquisition of land and the
construction of a charter school as well as the construction of a community center.
Approximately $6,651,100 of the bond issue is related to the land and construction of the School
facility. The School is leasing its premises from the City under an operating lease agreement,
which expired June 30, 2010, but was renewed for an additional year. The lease can renew
each additional year as long as the School operates pursuant to the Charter issued by the
School Board of Miami-Dade County. The rent amount is determined annually and is based on
the annual debt service on the obligation of the Series 2002 Revenue Bonds. Future minimum
payments required from the School by the City for the Series 2002 Revenue Bonds are as
follows:

Year Ending

June 30,

2011 $ 443,300
2012 442,200
2013 443,400
2014 441,500
2015 441,800
Thereafter 7,286,800

$ 9,499,000

The School received financial assistance from federal and local governmental agencies in the
form of grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and may be subject to
audit by the grantor agencies. In accordance with OMB Circular A-133 Audits of States, Local
Governments and Non-Profit Organizations, the School is not required to conduct a “single
audit” since the required threshold of federal money is currently $500,000 and the School did
not exceed such threshold.

Note 5. Risk Management

The School is exposed to various risks of loss related to torts, thefts of, damage to and destruction of assets, errors
and omissions and natural disasters for which the City carried commercial insurance.
Settlement amounts have not exceeded insurance coverage for the past three (3) years. In
addition, there were no reductions in insurance coverage from those in the prior year.
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Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Notes to Special Purpose Financial Statements

Note 6. Defined Contribution Pension Plans

Plan Description

The City is a single-employer that contributes to four (4) defined contribution pension plans
based on employee classification created in accordance with Internal Revenue Code Section
401(a). The employees of the School are eligible to participate in three (3) of the City’s defined
contribution pension plans. The School has three (3) full-time employees who are eligible to
participate in these plans. Under these plans, the City contributes 15%, 14% or 7% of
employee salary for each of the three School employees. The City contributions for the
Principal vest in the year they are contributed. The City’s contributions to the other employees
vest beginning after one (1) year of service through year five (5) in 20% increments.
Participants are not permitted to make contributions during the year. The City made plan
contributions for these three employees of approximately $20,000 during the year. Plan
provisions and contribution requirements may be amended by the City Commission.

The plans’ assets are administered by ICMA Retirement Corp. The School does not exercise
any control or fiduciary responsibility over the plans’ assets.

Note 7. Pronouncements Issued But Not Yet Effective

The GASB has issued several statements not yet implemented by the School. The statement
which might impact the School is as follows:

GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definition, was
issued March 2009. The objective of this Statement is to enhance the usefulness of fund
balance information by providing clearer fund balance classifications that can be more
consistently applied and by clarifying the existing governmental fund type definitions. This
Statement establishes fund balance classifications that comprise a hierarchy based primarily on
the extent to which a government is bound to observe constraints imposed upon the use of the
resources reported in governmental funds. The provisions of this Statement will be effective for
the School beginning with its year ending June 30, 2011.

The School’'s management has not yet determined the effect these unadopted standards may
have on the Schoaol’s financial statements.
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Aventura City of Excellence School
(A Special Revenue Fund of the City of Aventura, Florida)

Budgetary Comparison Schedule - Budgetary Basis
Year Ended June 30, 2010

Actual Budget to
Amounts, GAAP Actual
Original Final Budgetary  Differences Amounts
Budget Budget Basis Over (Under) GAAP Basis

Revenues and transfers:
FTE nonspecific revenues $ 5,577,400 $ 5,615,400 $ 5,920,605 $ 65,013 $ 5,985,618
Operating grants and

contributions 32,557 32,557 71,405 - 71,405
Transportation funds 169,000 169,000 122,289 - 122,289
Capital grant funds 460,000 460,000 495,251 - 495,251
Charges for services 281,100 281,100 364,812 - 364,812
Investment earnings 15,000 15,000 12,808 - 12,808
Field trip revenue 200,000 200,000 150,286 - 150,286
Miscellaneous income 215,000 315,000 181,696 - 181,696
Transfers from other

funds of the City 100,000 199,000 199,664 - 199,664

Total revenues 7,050,057 7,287,057 7,518,816 65,013 7,583,829

Expenditures:

Salaries 3,586,064 3,586,064 3,636,970 - 3,636,970
Stipends 51,320 51,320 - - -
Professional services 581,144 581,144 644,138 65,013 709,151
Sick day buyout 12,600 12,600 - - -
Bonuses 111,500 149,500 81,383 - 81,383
Social security taxes 273,708 273,708 275,740 - 275,740
Pension expense 50,076 50,076 45,372 - 45,372
Employee health -

insurance 441,081 441,081 241,823 - 241,823
Utilities 175,000 175,000 173,467 - 173,467
Telephone 42,000 42,000 52,515 - 52,515
Insurance 39,000 39,000 41,943 - 41,943
Supplies 302,177 302,177 245,008 - 245,008
Textbooks 106,000 106,000 115,947 - 115,947
Repairs and maintenance 277,500 277,500 263,078 - 263,078
Workers' compensation -

insurance 44,760 44,760 53,938 - 53,938
Dues and fees 5,827 5,827 3,605 - 3,605
Field trips 210,000 210,000 176,475 - 176,475
Travel 26,800 26,800 17,159 - 17,159
Food services 35,000 35,000 63,894 - 63,894
Advertising 4,000 4,000 - - -
Administrative - - 7,500 - 7,500
Lease expense 3,000 3,000 - 444,000 444,000
Transfers 444,000 444,000 444,000 (444,000) -
Capital outlay 227,500 426,500 397,758 - 397,758

Total expenditures 7,050,057 7,287,057 6,981,713 65,013 7,046,726
Excess of revenue
over expenditures $ - $ - $ 537,103 3 - $ 537,103
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Aventura City of Excellence School
(A Special Revenue Fund of the
City of Aventura, Florida)

Notes to Supplementary Information

Note A.

The School formally adopted a budget for the year ended June 30, 2010. Budgeted amounts may be amended by
resolution or ordinance by the City Commission. The budget has been prepared in accordance with accounting
principles generally accepted in the United States of America with the exception of the items described in Note B. A
comparison of the actual results of operations to the budgeted amounts for the General Fund is presented as
supplementary information.

Note B.

The budget is adopted using the same basis of accounting on which the financial statements
are prepared except for a 2% administrative charge that is retained by the School Board of
Miami-Dade County. This amount is not reflected on the School’s budget basis due to the lack
of availability of such funds. For fiscal year 2010 this amount was $65,013.

For budgeting purposes, certain amounts are budgeted as transfers out to the City’s General
Fund. For separate reporting of the Charter School Special Revenue Fund, these amounts are
reclassified as follows:

Lease expense for School facility $444,000
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McGladrey

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 Honorable Mayor, City Commissioners and City Manager
of the City of Aventura, Florida

Aventura City of Excellence School

Aventura, Florida

We have audited the special purpose financial statements of the Aventura City of Excellence
School (a special revenue fund of the City of Aventura, Florida) (the “School”) as of and for the
year ended June 30, 2010, and have issued our report thereon dated August 26, 2010. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

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

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

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

McGladrey is the brand under which RSM McGladrey, Inc. and McGladrey & Pullen, LLP serve clients’ business needs. Member of RSM International network, a network of
The two firms operating as separate legal entities in an alternative practice structure. Independent accounting, tax and consulting firms
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Compliance and Other Matters

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

This report is intended solely for the information and use of the School's management, the City
Commission, the Auditor General of the State of Florida and the School Board of Miami-Dade

County and is not intended to be and should not be used by anyone other than those specified
parties.

%6%457//42&%/ Lo~

Fort Lauderdale, Florida
August 26, 2010
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g McGladrey

Management Letter Required by Chapter 10.850 Rules of
the Auditor General of the State of Florida

To the Honorable Mayor, City Commissioners and City Manager of
the City of Aventura, Florida

Aventura City of Excellence School

Aventura, Florida

We have audited the accompanying special purpose financial statements of the Aventura City of
Excellence School (the “School”), a special revenue fund of the City of Aventura, Florida, as of
and for the fiscal year ended June 30, 2010 and have issued our report thereon dated

August 26, 2010.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of
the United States.

We have issued our Independent Auditor's Report on Internal Control Over Financial Reporting
and Compliance and Other Matters dated August 26, 2010. Disclosures in that report, if any,
should be considered in conjunction with this management letter.

Additionally, our audit was conducted in accordance with the provisions of Chapter 10.850,
Rules of the Auditor General, which govern the conduct of charter school audits performed in
the State of Florida and require that certain items be addressed in this letter. Those items,
which are listed in Section 10.854, are as follows:

1. A statement as to whether corrective actions have been taken to address significant
findings and recommendations made in the preceding annual financial audit report, not
otherwise addressed in the auditors’ report pursuant to Rule 10.856(2)(b)2.

There were no findings or recommendations in the preceding annual financial audit
report.

2. A statement as to whether the charter school has met one or more of the conditions
described in Section 218.503 (1) Florida Statutes, and identification of the specific
condition.

The charter school has not met one or more of the conditions described in Section
218.503 (1), Florida Statutes.

3. Any recommendations to improve the School’s financial management.

There were no recommendations to the School to improve its financial management.

McGladrey is the brand under which RSM McGladrey, Inc. and McGladrey & Pullen, LLP serve clients’ business needs. Member of RSM International network, a network of
The two firms operating as separate legal entities in an alternative practice structure. Independent accounting, tax and consulting firms
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4.  Violations of provisions of contracts or grant agreements, or abuse that have occurred, or
are likely to have occurred, that have an effect on the financial statements that is less than
material but more than inconsequential.

No such conditions were noted during the audit.

5. Matters that are inconsequential to the determination of financial statement amounts
considering both quantitative and qualitative factors, including the following:

a. Violations of provisions of contracts or grant agreements, fraud, illegal acts, or abuse.
b. Deficiencies in internal control that are not significant deficiencies.

No such conditions were noted during the audit.

6. The name or official title of the School.
The name and title are disclosed in the accompanying financial statements.

7. We applied financial condition assessment procedures pursuant to Rule 10.855(10) and
we noted no deteriorating financial conditions.

This report is intended solely for the information and use of the School's management, the City
Commission and the Auditor General of the State of Florida and is not intended to be and
should not be used by anyone other than these specified parties.

%W//mé&%/ Lo~

Fort Lauderdale, Florida
August 26, 2010
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