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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Okaloosa Academy, Inc.
Fort Walton Beach, Florida

Report of the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of Okaloosa Academy, Inc. (the
“School”), a component unit of the Okaloosa County School District, Florida, as of and for the
year ended June 30, 2018, and the related notes to the financial statements, which collectively
comprise the School’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the School, as of June 30, 2018, and the respective
changes in financial position for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

As described in Note A-1, the accompanying financial statements referred to above present only
the financial position of the School at June 30, 2018, and the results of its operation for the year
then ended, and is not intended to be a complete presentation of the District.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information, as listed in the
table of contents, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic or historical context. We
have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements, 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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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 14, 2018, 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 to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the School’s internal control over financial reporting and compliance.

NOA\I’V\C% (Ph Solubions PA

September 14, 2018
Melbourne, Florida
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Management’s Discussion and Analysis

As management of Okaloosa Academy, Inc. (the “School”), which is a component unit of the
Okaloosa County School District, Florida, we offer readers of the School’s financial statements
this narrative overview and analysis of the financial activities of the School for the fiscal year
ended June 30, 2018 to (a) assist the reader In focusing on significant financial issues, (b) provide
an overview and analysis of the School’s financial activities, (c) identify changes in the School’s
financial position, (d) identify material deviations from the approved budget, and (d) highlight
significant issues in individual funds.

Because the information contained in the Management’s Discussion and Analysis (“MD&A”") is
intended to highlight significant transactions, events, and conditions, it should be considered in
conjunction with the basic financial statements found listed on the table of content of this report.

Financial Highlights

e The assets of the School exceeded its liabilities at the close of the most recent fiscal year
by $1,596,793.

e The government’s total net position decreased by $226,312.

e As of the close of the current fiscal year, the School’'s governmental funds reported
combined ending fund balance of $189,598, a decrease of $28,036 in comparison with
the prior year.

e At the end of the current fiscal year, unassigned fund balance for the general fund was
$143,779.

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 comprised of three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplemental information in addition to the basic
financial statements.

The School as a Whole

The information in the government-wide financial statements includes all assets and liabilities
using the accrual basis of accounting (and reports depreciation on capital assets), which is similar
to the basis of accounting used by most private-sector companies.

The change in net position (assets, liabilities, and deferred outflows/inflows of resources) over
time is one indicator of whether the School’s financial health is improving or deteriorating.
However, other nonfinancial factors need to be considered in making an assessment of the
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School’s health, such as changes in enroliment, changes in the State’s funding of educational
costs, changes in the economy, etc., to assess the overall health of the School.

Government-wide 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 outflows/inflows of resources with the difference 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 most recent fiscal 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 funding and earned but unused vacation
leave).

Both of the government-wide financial statements distinguish functions of the School that are
principally supported by District, State, and Federal funding (governmental activities). Basic
instruction, exceptional instruction, and school administration are examples of the School’s
governmental activities.

The government-wide financial statements inciude only the School itself, which is a component
unit of the Okaloosa County School District, Florida. The Okaloosa County School District, Florida
includes the operations of Okaloosa Academy, Inc. as a component unit in their operations.

The government-wide financial statements can be found listed on the table of contents of this
report.

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,
like state and local governments, uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements. All of the operations of Okaloosa Academy, Inc. are
presented in governmental funds only.

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 on
balances of spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a government’s near-term financial requirements.
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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 in the 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 three individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund, and capital outlay fund which
are considered to be major funds.

The School adopts an annual appropriated budget for its governmental funds. A budgetary
comparison schedule has been provided for the School to demonstrate compliance with this
budget.

The basic governmental fund financial statements can be found listed on the table of contents of
this report.

Notes to financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements can be found listed on the table of contents of this report.

Government-Wide Financial Analysis

As noted previously, net position may serve over time as a useful indicator of a government’s
financial position. In the case of the School, assets exceeded liabilities by $1,596,793 at the close
of the most recent fiscal year.

A majority of the School’s net position is reflected in its net investment in capital assets (e.g.,
land, buildings, improvement other than buildings, furniture, fixtures and equipment, computer
software, and vehicles) less any related outstanding debt used to acquire those assets that is still
outstanding. The School uses these capital assets to provide services to students; consequently,
these assets are not available for future spending. Although the School’s net investment in its
capital assets is reported net of related outstanding debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.
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Comparison of the condensed statement of net position and the statement of activities are
provided below:

2018 2017 Variance

ASSETS

Current assets S 209,862 S 236,554 S (26,692)

Capital assets - net 1,407,195 1,605,471 (198,276)
Total assets 1,617,057 1,842,025 (224,968)
LIABILITIES

Current liabilities 20,264 18,921 1,343
NET POSITION

Net investment in capital assets 1,407,195 1,605,471 (198,276)

Restricted for capital outlay 118,300 35,105 83,195

Restricted for food service 5,252 1,394 3,858

Unrestricted 66,046 181,135 (115,089)
Total net position $1,596,793 $1,823,105 S (226,312)

Current assets decrease of $26,692 is primarily due to decrease in cash and the timing of payroll
liability payments. Capital assets decrease of $198,276 was due to current year depreciation
offset by current year additions.

The overall decrease in net position was caused primarily by the decrease in enrollment.

Changes in the School’s revenues were as foliows:

2018 2017 Variance
Revenues
Program revenues
Charges for services S 22,384 S 16,855 S 5,529
Operating grants and contributions 241,645 320,259 (78,614)
Capital grants and contributions 138,801 93,983 44,818
General revenues 1,724,357 1,837,376 (113,019)

$2,127,187 $2,268,473 $ (141,286)
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The decrease in capital grants and contributions and general revenues is due to the decrease in
enrollment,

Changes in the School’s expenses were as follows:

2018 2017 Variance
Basic instruction S 837,265 $1,015,133 S (177,868)
Exceptional instruction 30,904 37,671 (6,767)
Curriculum development - 1,028 (1,028)
Staff development 2,167 - 2,167
Board of directors 51,419 17,453 33,966
School administration 274,808 320,675 (45,867)
Facilities 289,797 294,623 (4,826)
Fiscal services 187,657 210,981 (23,324)
Food services 135,057 134,438 619
Staff services 175,472 196,062 (20,590)
Transportation 196,716 208,959 (12,243)
Operation of plant 156,146 157,241 {(1,095)
Maintenance of plant - 372 (372)
Administrative technology 16,094 15,866 228

$2,353,502 $2,610,503 S (257,001)

Basic instruction and school administration decreased due to the decrease in enrollment
resulting in a decrease in staff salaries. Facilities increased is due to the purchase of non-capital
furniture and equipment. Food services decreased due to reduced enrollment. Staff and fiscal
services decreased as the School’s management fee decreased due to the decrease in
enraliment.

Financial Analysis of the Government’s Funds

As previously noted, the School uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.
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Governmental funds. 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 financial requirements. In particular, unassigned fund balance may serve
as a useful measure of a government’s net resources available for spending at the end of the
fiscal year.

As of the current fiscal year, the School’s governmental funds reported a combined ending fund
balance of $189,598.

The general fund is the main operating fund of the School. At the end of the current fiscal year,
the unassigned fund balance of the general fund was $143,779.

During the current fiscal year, the fund balance of the School’s general fund decreased by
$28,036.
General Fund Budgetary Highlights

Actual revenues and expenditures were less than the final budget. The School’s expenditures
were lower than budgeted because the School spent slightly less on salaries and related expenses
than were budgeted.

The budgetary information can be found listed on the table of content of this report.

Capital Asset and Debt Administration

Capital Assets. The School’s net investment in capital assets for its governmental type activities
as of June 30, 2018 amounts to §1,407,195 (net of accumulated depreciation). This investment
in capital assets includes land, buildings, improvements other than buildings, and furniture,
fixtures, and equipment.

Debt. Atthe end of the current fiscal year, the School had no debt.

Economic Factors

A majority of the School’s funding is determined by the number of enrolled students. For the
2018-2019 school year, the School is forecasting an enrollment increase to 300 students from the
2017-2018 actual enrollment of 267 students.

Request for Information

This financial report is designed to provide a general overview of Okaloosa Academy, Inc.’s
finances for those with an interest in the School’s finances. Questions concerning any of the

information provided in this report or requests for additional financial information should be
addressed to The Rader Group, 101-A Business Centre, Miramar Beach, FL 32550.
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Okaloosa Academy, Inc.
STATEMENT OF NET POSITION

June 30, 2018
ASSETS
CURRENT ASSETS
Cash S 205,281
Accounts receivable 796
Due from other agencies 3,785
Total current assets 209,862
CAPITAL ASSETS
Capital assets not being depreciated:
Land 7,126
Capital assets, net of accumulated depreciation:
Buildings 1,361,373
Improvements other than buildings 19,392
Furniture, fixtures and equipment 13,179
Vehicles 6,125
Total capital assets,net 1,407,195
Total assets 1,617,057
LIABILITIES
Accounts payable 3,130
Accrued payroll liabilities 17,134
Total liabilities 20,264
NET POSITION
Netinvestmentin capital assets 1,407,195
Restricted for:
Capital outlay 118,300
Food service 5,252
Unrestricted 66,046
Total net position S 1,596,793

The accompanying notes are an integral part of these financial statements.
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Okaloosa Academy, Inc.
STATEMENT OF ACTIVITIES
For the year ended June 30, 2018

Operating Grants Capital Grants

Net (Expense)
Revenue and

Charges for and and Changes in Net
Functions/Programs Expenses Services Contributions Contributions Position
Governmental Activities:

Basic instruction S 837,262 S - S 125,608 S - S (711,654)

Exceptional instruction 30,904 - - - (30,904)

Staff development 2,167 - - - (2,167)

Board of directors 51,419 - - - (51,419)

School administration 274,808 - - - {274,808}

Facilities 289,797 - - 138,801 (150,996)

Fiscal services 187,657 - - - (187,657)

Food services 135,057 22,384 116,037 - 3,364

Staff services 175,472 - - - (175,472}

Transportation 196,716 - - - {196,716)

Operation of plant 156,146 - - - (156,146)

Administrative technology 16,094 - - - (16,094)

Total governmental activities S 2,353,499 S 22,384 S 241,645 S 138,801 (1,950,669)
General revenues:

Florida education finance program 1,674,666

Federal impact aid 4,185

Other revenues 45,506

Total general revenues 1,724,357

Change in net position (226,312)

Net position at July 1, 2017 1,823,105

Net position at June 30, 2018

The accompanying notes are an integral part of these financial statements.
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Okaloosa Academy, Inc.
BALANCE SHEET — GOVERNMENTAL FUNDS

June 30, 2018
Other Total
Capital Outlay Governmental Governmental
General Fund Fund Funds Funds
ASSETS
Cash S 205,281 S - S - S 205,281
Accounts receivable 796 3,785 - 4,581
Due from other agencies - - - -
Due from other funds - 114,515 5,252 119,767
Total assets S 206,077 S 118,300 S 5,252 S 329,629
LIABILITIES AND FUND BALANCES
LIABILITIES

Accounts payable S 3,130 $ - S - S 3,130
Accrued payroll liabilities 17,134 - - 17,134
Due to other funds 119,767 - - 119,767
Total liabilities 140,031 - - 140,031

FUND BALANCES

Restricted for:
Capital outlay - 118,300 - 118,300
Food service 5,252 5,252
Unassigned 66,046 - - 66,046
Total fund balances 66,046 118,300 5,252 189,598
Total liabilities and fund balances S 206,077 S 118,300 S 5,252 S 329,629

The accompanying notes are an integral part of these financial statements.
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Okaloosa Academy, Inc.
RECONCILIATION OF THE BALANCE SHEET ~ GOVERNMENTAL FUNDS TO THE STATEMENT OF
NET POSITION
June 30, 2018

Fund balance - total governmental funds S 189,598
Capital assets used in governmental activities are not
financial resources and therefore are not reported in
the governmental funds. Those assets consist of:

Capital assets 2,520,563

Accumulated depreciation (1,113,368) 1,407,195
Total net position of governmental activities S 1,596,793

The accompanying notes are an integral part of these financial statements.
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Okaloosa Academy, Inc.
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS
For the year ended June 30, 2018

Other Total
Capital Outlay Governmental Governmental
General Fund Fund Funds Funds
Revenues
Federal passed through state and local S 4,185 S - S 239,456 S 243,641
State passed through local school district 1,674,666 138,801 2,189 1,815,656
Lunch program - - 22,385 22,385
Other revenues 45,506 - - 45,506
Total revenues 1,724,357 138,801 264,030 2,127,188
Expenditures
Current:
Basicinstruction 709,770 - 125,608 835,378
Exceptional instruction 30,904 - - 30,904
Staff development 2,167 - - 2,167
Board of directors 51,419 - - 51,419
School administration 274,808 - - 274,808
Facilities - 69,030 - 69,030
Fiscal services 187,657 - - 187,657
Food services - - 134,564 134,564
Staff services 175,472 - - 175,472
Transportation 195,341 - - 195,341
Operation of plant 156,146 - - 156,146
Administrative technology 14,528 - - 14,528
Capital outlay - 27,810 - 27,810
1,798,212 96,840 260,172 2,155,224
Excess (deficiency)of revenues over
(under) expenditures (73,855) 41,961 3,858 (28,036)
Other financing sources and (uses)
Proceeds from sale of capital assets - - - -
Total other financing sources and (uses) - - - -
Net change in fund balance (73,855) 41,961 3,858 (28,036)
Fund balances at July 1, 2017 139,901 76,339 1,394 217,634
Fund balances at June 30, 2018 S 66,046 S 118,300 S 5,252 S 189,598

The accompanying notes are an integrai part of these financial statements.
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Okaloosa Academy, Inc.
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCES — GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the year ended June 30, 2018

Fund balance - total governmental funds S (28,036)

The change in net position reported for governmental
activities in the statement of activities is different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the costs of those
asset are allocated over their estimated useful lives and
reported as depreciation expense. This and the net effect
of various other transactions involving capital assets
decreased net position.

Capital outlay 27,811
Provision for depreciation (226,087) (198,276)
Total net position of governmental activities S {226,312)

The accompanying notes are an integral part of these financial statements.
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Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
For the year ended June 30, 2018
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Reporting entity

Okaloosa Academy, Inc. (the “School”), is a not-for-profit corporation organized pursuant to
Chapter 617, Florida Statutes, the Florida Not-For-Profit Corporation Act, and Section
1002.33, Florida Statutes. The Charter School provides educational services to students in
grades 4 — 12. The governing body of the School is the Board of Directors, which is composed
of four members.

The general operating authority of Okaloosa Academy, Inc. is contained in Section 1002.33,
Florida Statutes. The School operates under a charter of the sponsoring school district, which
is the Okaloosa County School District, Florida (the “District”). The charter may be renewed
by mutual agreement between the School and the District. The current charter is effective
through February 28, 2022. 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 if good cause is
shown. Okaloosa Academy, Inc. is considered a component unit of the Okaloosa County
School District, Florida.

2. Government-wide and fund financial statements

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

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

The statement of activities presents a comparison between the direct and indirect expenses
of a given function and its program revenues, and displays the extent to which each function
contributes to the change in net position for the fiscal year. Direct expenses are those that
are clearly identifiable to a specific function.
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Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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

Indirect expenses are costs the School has allocated to various functions. Program revenues
consist of charges for services, operating grants and contributions, and capital grants and
contributions.

Charges for services refer to amounts received from those who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function or segment. Grants
and contributions consist of revenues that are restricted to meeting the operational or capital
requirements of a particular function. Revenues not classified as program revenues are
reported as general revenues.

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

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

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

All governmental fund financial statements are reported using a current financial resources
measurement focus on a modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues, except for certain grant revenues, are recognized in the
accounting period in which they become both measurable and available to finance
expenditures of the current period. Available means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period. For this purpose,
the government considers revenues to be available if they are collected within sixty days of
the current fiscal period. When grant terms provide that the expenditure of resources is the
prime factor for determining eligibility for federal, state, and other grant resources, revenue
is recognized at the time the expenditure is made. Under the modified accrual basis of
accounting, expenditures are generally recorded when the related fund liability is incurred.
However, principal and interest on general long-term debt are recorded as expenditures only
when payment is due.
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Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

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

(continued)

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

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

General Fund —is the general operating fund of the School and is used to account
for all resources not required to be accounted for in another fund.

Capital Outlay Fund —is a special revenue fund used in accordance with guidelines
established by the Okaloosa County School District, Florida. This fund accounts
for all resources for the lease of acquisition of capital facilities by the School to the
extent funded by capital grants.

4. Cash

Cash is made up of deposits and cash on hand totaling $205,281 at June 30, 2018. The
School’s deposits must be placed with a financial institution designated by the Treasurer of
the State of Florida as a “qualified public depository”, as defined in Chapter 280, Florida
Statutes. The School deposits are held with a qualified depository and are covered by the
collateral pool as the School has identified itself as a public entity.

5. Receivables
The School’s receivables mainly consist of amounts due from program receivables and other
agencies at June 30, 2018. Based on prior experience, the School’s management has

determined that 100% of the receivables are fully collectible. Therefore, no allowance for
doubtful accounts has been provided.
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Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE A — SUMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

6. Interfund activity

Activity between the funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as due to/from other funds.

7. Capital assets

Capital assets are reported in the applicable governmental columns on the government-wide
financial statements. Capital assets are defined by the School as assets with an initial
individual cost of more than $1,000 and an estimated useful life of more than one year. Such
assets are recorded at historical cost. Donated or exchanged capital assets are recorded at
their estimated fair market values at the date of donation or exchange.

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

Capital assets of the School are depreciated using the straight-line method over the following
estimated useful lives:

Estimated Useful

Asset Class Lives
Buildings 7-10
Improvements other than buildings 5-20
Furniture, fixtures and equipment 5-10
Vehicles 3-5

8. Long-term obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the statement of net position. In the fund financial
statements, governmental fund types recognize the face amount of debt issued as other
financing sources and the repayment of debt as debt service expenditures.
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Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE A — SUMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

9. Revenue sources

Revenues for current operations are received primarily from the District pursuant to the
funding provisions included in the School’s charter. In accordance with the funding provisions
of the charter and Section 1002.33(17), Florida Statutes, the School reports the number of
full-time equivalent (“FTE”) students and related data to the District.

Under the provisions of Section 1011.62, Florida Statutes, the District reports the number of
FTE students and related data to the Florida Department of Education (“FDOE”) for funding
through the Florida Education Finance Program. Funding for the School is adjusted during
the year to reflect the revised calculations by the FDOE under the Florida Education Finance
Program and actual weighted FTE students reported by the School during designated FTE
student survey periods.

The School receives federal awards for the enhancement of various educational programs.
This assistance is generally based on applications submitted to and approved by various
granting agencies. These federal awards may have eligibility requirements whereby the
issuance of grant funds is withheld until such eligible expenditures are incurred. Revenues
for these awards are recognized only to the extent that eligible expenditures have been
incurred.

Additionally, other revenues may be derived from various fundraising activities and certain
other programs.

9. Use of estimates

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

10. Income Taxes

The School is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code
and applicable state law.

The School recognizes the financial statement effects from a tax position only if it is more
likely than not that the tax position will be sustained on examination by taxing authorities,
based on the technical merits of the position. Examples of tax positions include the tax-
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Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE A - OF SIGNIFICANT ACCOUNTING POLICIES (continued)

10. Income Taxes (continued)

exempt status of the School and various positions related to the potential sources of
unrelated business taxable income. The assessment of the technical merits of a tax position
is a matter of judgment. The School believes that all of its tax positions are more likely than
not to be sustained upon examination.

The School files Form 990 in the U.S. federal jurisdiction. The School is generally no longer
subject to examination by the Internal Revenue Service three years after a return was due or
filed.

11. Fund balance classification

The governmental fund financial statements present fund balances based on classifications
that comprise a hierarchy that is based primarily on the extent to which the School is bound
to honor constraints on the specific purposes for which amounts in the respective
governmental funds can be spent. The classifications used in the governmental fund financial
statements are as follows:

Nonspendable fund balance — amounts that are not spendable (such as inventory
and prepaid expenses) or are required to be maintained intact.

Restricted Fund balance — amounts constrained to specific purposes by their
providers (such as grantors, bondholders, and higher levels of government),
through constitutional provisions, or by enabling legislation.

Committed fund balance — amounts constrained to specific purposes by the
School itself, using its highest level of decision-making authority (i.e., Board of
Directors). To be reported as committed, amounts cannot be used for any other
purpose unless the School takes the same highest level action to remove or
change the constraint.

Assigned fund balance — amounts the School intends to use for a specific purpose.
Intent can be expressed by the Board of Directors or by an official or body to which
the Board of Directors delegates the authority.

Unassigned fund balance — amounts that are available for any purpose. No other
fund except the General Fund can report positive amounts of unassigned fund
balance.
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Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2018
NOTE A - OF SIGNIFICANT ACCOUNTING POLICIES (continued)

11. Fund balance classification (continued)

The School would typically use restricted fud balances first, followed by committed resources,
and then assigned resources, as appropriate opportunities arise, but reserves the right to
selectively spend unassigned resources first to defer the use of these other classified funds.

NOTE B — INTER-FUND ACTIVITY

Activities between the funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as due to/from other funds. The
general fund has recorded total payables of $114,515 to the capital outlay fund and $5,252
to other governmental funds for received but not yet spent on behalf of the capital outlay
fund. Transfers between funds are made to move any excess or shortage of funds derived
from special revenue funds to or from the general fund.

NOTE C- CAPITAL ASSETS

Changes in capital assets activity were as follows:

Balance at Balance at
July 1, 2017 Additions Deletions June 30, 2018
Capital Assets not depreciated:
Land S 7,126 S - S - S 7,126
Capital assets depreciated:
Buildings and fixed equipment 2,165,846 18,074 - 2,183,920
Furniture, fixtures and equipment 204,123 2,237 - 206,360
Improvements other than buildings 47,651 - - 47,651
Computer software 68,006 - - 68,006
Vehicles - 7,500 - 7,500
Total capital assets depreciated 2,485,626 27,811 - 2,513,437
Less accumulated depreciation:
Buildings and fixed equipment 603,307 219,240 - 822,547
Furniture, fixtures and equipment 189,026 4,155 - 193,181
Improvements other than buildings 26,942 1,317 - 28,259
Computer software 68,006 - - 68,006
Vehicles - 1,375 29,210 1,375
Total accumulated depreciation 887,281 226,087 29,210 1,113,368
Total capital assets, net S 1,605,471 S (198,276) S (29,210) S 1,407,195

32 5



Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE C — CAPITAL ASSETS (continued)

Depreciation expense was charged for the year ended June 30, 2018 to functions of the School
as follows:

Basic Instruction S 1,886
Facilities 220,767
Food service 493
Transporation 1,375
Basic Instructions 1,566

S 226,087

NOTE D — COMMITMENTS AND CONTINGENCIES

1. Management service contract

As of July 8, 2015, the School entered into a management agreement with a third party to
provide financial, human resource, and administration services to the School at a fee
approved annually by the School’s Board of Directors as part of the annual and amended
budget for the School. The current year management fees charged to operations totaled
$350,000.

2. Operating leases

The School has entered into various operating leases for equipment with monthly payments
ranging from $233 to $285, maturing from 2018 through 2022. Rental expense totaled
$6,222 for the year ended June 30, 2018.

Future minimum lease payments are as follows for years ended June 30:

2019 S 4,119

2020 3,420
2021 3,420
2022 1,140

S 12,099

3. Service contract

The School entered into an agreement with a third party to provide educational personnel
and provide their salaries directly from the School. The School was reimbursed in full in the
amount of $77,632 for the payroll related to these personnel for the year ended June 30,
2018. Therefore, no revenue or expenditures are recognized by the School.
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Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE E — RELATED PARTY

1. Management service contract

The Management Company provides financial, human resources, and administration services
based on a contractual arrangement with the School. The Management Company manages
the finances and operations and makes recommendations to the School’s independent Board
of Directors, which makes the final determinations regarding policies and contracts. Total
management fees charged to operations for the year ended June 30, 2018 were $350,000
{see Note D).

2. Shared operating expenses

The School shares various operating expenses with schools operated by the same
management company. During the year, the School reimbursed shared operating expenses
totaling $14,782.

The School also provides educational services under a contract with the Department of
Juvenile Justice Residential Commitment Facility in Fort Walton Beach, Florida. Under this
contract, the School provides educational personnel and their salaries directly on behalf of
the DJJ school which is operated by the same management company. During the year, the
School was reimbursed in full in the amount $941,528, for the payroll related to these
personnel.

There was no amount due to other schools for shared operating expenses for the year ended
June 30, 2018.

NOTE F — RISK MANAGEMENT

The School is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters for which the School carries
commercial liability insurance. Under the plan for property insurance, the School’s liability is
$1,000 per occurrence. There have been no significant reductions in insurance coverage
during fiscal year 2018. Settled claims resulting from the risks described above have not
exceeded the insurance coverage in the previous three years.

NOTE G — CONCENTRATIONS

Revenue sources

As stated in Note A-9, the School receives revenues for current operations primarily from the
State of Florida through the local school district.
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Okaloosa Academy, Inc.
NOTES TO FINANCIAL STATEMENTS
June 30, 2018
NOTE G — CONCENTRATIONS (continued)

Revenue sources (continued)

The following is a schedule of revenue sources and amounts:

Revenue sources passed through the
School Board of Okaloosa County, Florida

Base funding S 1,025,809
Class size reduction 219,434
Discretionary local effort 91,221
Discretionary lottery 404
Supplemental academic instruction 69,049
ESE guaranteed allocation 65,922
Instructional materials allocation 19,689
Reading instruction 10,463
Other FEFP 4,560
Federally connected students 790
Discretionary tax compression 21,829
Student transportation 82,497
Digital classroom 7,783
Florida teacher classroom supply assistance 3,984
Proration to funds available (170)
1,623,264

Less administration fee (76,853)
1,546,411

FEFP Referrals 128,255

S 1,674,666

NOTE H — SUBSEQUENT EVENTS

The School has evaluated subsequent events through September 14, 2018, the date which
the financial statements were available for issuance, and has determined that no material
events occurred that would require additional disclosure in the financial statements.
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES — BUDGET AND

Rewenues
FEFP
Lead teacher funds
Reading allocation
School recognition funds
Digital classroom funds
Best and brightest award
Impact aid funds
Referrals
Miscellanous
E-Rate

Total revenues

Expenditures

Salaries

Bonus Funds

Retirement

Social Security

Group Insurance

Worker's Comp

Unemployment compensation

Management Fee

Audit/Accounting

Computer Senices

School Resource Officer

Consulting Senices-Cumiculum/Staff Develop.

Custodial/Maint

Misc. Contract Senices
Insurance

Travel

Vehicle/Maint
Inspections/Fire Ext
Lease-Copier
Rental-misc

Postage

Cellphones
Phone/Intemet
Water/Sewer

Garbage

Printing

Pest Control

Security Monitoring
Misc. Non-prof.Swc
Elect/Gas
Gas/Vehicles
Supplies

Instructional Material
Computer Equipment
Software Subscriptions
Fees/Miscellaneous
Substitutes/Temporary

Total expenditures
Net change in fund balance

Fund balance at July 1, 2017

Fund balance at June 30, 2018

Okaloosa Academy, Inc.

ACTUAL - GENERAL FUND
For the year ended June 30, 2018

Budgeted Amounts

Variance with

Original Final Actual Final Budget
$ 1,649,219 $ 1,525,093 $ 1,525,093 $ -
4,325 3,984 3,984 -
11,337 9,940 9,940 -
- 26,701 26,701 -
8,429 7,394 7,394 -
- 10,400 10,400 -
4,000 4,185 4,185 -
125,000 125,000 128,255 3,255
7,500 8,000 8,408 408
13,000 - - -
1,822,810 1,720,697 1,724,360 3,663
905,049 833,000 805,985 27,015

35,491 35,491

13,000 12,000 11,815 185
70,000 66,765 63,475 3,290
98,373 94,500 88,237 6,263
12,500 16,376 16,351 25
5,000 1,500 725 775
350,000 350,000 350,000 -
8,500 9,500 9,500 -
14,000 14,000 13,924 76
46,000 30,638 30,638 -
1,667 1,667 -
30,500 29,500 29,260 240
10,000 41,035 41,025 10
34,000 36,000 35,406 594
4,200 3,000 1,530 1,470
25,000 40,000 36,741 3,259
500 1,000 528 472
6,300 6,300 6,222 78
1,000 1,000 908 92
2,500 2,500 1,699 801
4,000 4,000 3,793 207
21,000 20,000 19,083 917
7.700 4,800 4,794 6
4,400 6,600 6,541 59
3,700 3,000 2,835 165
1,700 1,700 1,400 300
2,040 2,040 1,500 540
3,000 3,500 3,343 157
64,000 62,500 60,724 1,776
25,000 26,000 25,211 789
50,000 40,000 36,655 3,345
22,000 20,000 19,586 414
8,451 7,500 6,249 1,251
20,000 3,000 1,252 1,748
7,500 11,000 9,422 1,578
12,000 17,000 14,700 2,300
1,892,913 1,858,412 1,798,215 60,197
(70,103) (137,715) (73,855) 63,860
139,901 139,901 139,901 -
$ 69,798 $ 2,186 $ 66,046 $ 63,860

See notes to required supplemental information.
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Revenues
Charter school capital outlay

Total revenues

Expenditures

Salaries

Social Security

Unemployment compensation

Insurance

Repairs/Maint

Supplies

Fumiture, equipment under $1,000

Computer equipment

Motor vehicles

Fumiture, equipment over $1,000

Software subscriptions

Remodeling/renovation

Total expenditures
Net change in fund balance
Fund balance at July 1, 2017
Fund balance at June 30, 2018

See notes to required supplemental information.

Okaloosa Academy, Inc.
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES — BUDGET AND
ACTUAL — CAPITAL OUTLAY FUND
For the year ended June 30, 2018

Budgeted Amounts
Variance with
Original Final Actual Final Budget
$ 138,801 138,801 $ 138,801 $ -
138,801 138,801 138,801 -
24,750 24,750 23,710 1,040
1,893 1,893 1,814 79
500 500 62 438
2,281 2,281 2,281 -
30,000 30,000 28,122 1,878
2,000 2,000 - 2,000
5,000 5,000 3,793 1,207
2,000 2,000 1,084 916
32,500 32,500 7,500 25,000
11,000 11,000 10,400 600
20,000 20,000 18,074 1,926
131,924 131,924 96,840 35,084
6,877 6,877 41,961 35,084
76,339 76,339 76,339 -
$ 83,216 83,216 $ 118,300 $ 35,084
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Okaloosa Academy, Inc.
NOTES TO REQUIRED SUPPLEMENTAL INFORMATION
For the year ended June 30, 2018

NOTE A - BUDGETARY INFORMATION

The School’s budgets are adopted on a basis consistent with accounting principles
generally accepted in the United States of America. Annual budgets are adopted for
all governmental fund activities and may be amended by the School’s Board of
Directors (“Board”). The budgets presented for the fiscal year ended June 30, 2018,
have been amended according to Board procedures.

Budgets are presented on the modified accrual basis of accounting. The legal level
of budgetary control is the fund level.
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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
Okaloosa Academy, Inc.
Fort Walton Beach, Florida

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, each major fund and the aggregate remaining fund
information of Okaloosa Academy, Inc. (the “School”), a component unit of the Okaloosa County
School District, Florida, as of and for the year ended June 30, 2018 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 14, 2018.

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”) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
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 over financial reporting 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 over financial
reporting that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether 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 determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the School’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 School’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Mekomanfe (PA Soluba PA

September 14, 2018
Melbourne, Florida
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MANAGEMENT LETTER

To the Board of Directors
Okaloosa Academy, Inc.
Fort Walton Beach, Florida

Report on the Financial Statements

We have audited the financial statements of Okaloosa Academy, Inc., a component unit of the
Okaloosa County School District, Florida, as of and for the fiscal year ended June 30, 2018, and
have issued our report thereon dated September 14, 2018.

Auditor’s Responsibility

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

Other Reports and Schedules

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 are dated
September 14, 2018, should be considered in conjunction with this management letter.

Prior Audit Findings

Section 10.85(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. In connection with our audit, the School did not have
prior year findings.

Official Title

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

Sections 10.854(1)(e)2., Rules of the Auditor General, requires that we report the results of our
determination as to whether or not the School has met one or more of the conditions described
in Section 218.503(1), Florida Statutes, and identification of 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.

Transparency

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

Other Matters

Section 10.854(1)(e)3., Rules of the Audit General, requires that we address in the management
letter any recommendations to improve financial management. In connection with our audit, we
did not have any recommendations in the current year.

Section 10.854(1)(e)4., Rules of the Auditor General, requires that we address noncompliance
with provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to
have occurred, that have an effect on the financial statements that is less than 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, other governmental agencies, the Board
of Directors, applicable School’s management, and the Okaloosa County School District, and is
not intended to be and should not be used by anyone other than these specified parties.

Nu&m% (PA Soluhows PA

September 14, 2018
Melbourne, Florida



MANAGEMENT FINDINGS, RECOMMENDATIONS AND RESPONSES

For the year ended June 30, 2018 and 2017, there were no findings, recommendations or other
matters.

45 35



