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Kattell and Company, P.L.
Certified Public Accountants Serving the NonprG@mmunity
4055 NW 43; Street, Suite 28 Gainesville, Florida 32608 EL: 352-395-6565 FAX: 352-395-6636 www.kattshm

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors,
Expressions Learning Arts Academy

We have audited the accompanying financial statésnefinthe governmental activities and each
major fund of Expressions Learning Arts Academye (tischool”), a component unit of the
Alachua County District School Board, as of and flee year ended June 30, 2007, which
collectively comprise the School's basic finansthtements as listed in the table of contents.
These financial statements are the responsibifith@ School’'s management. Our responsibility
is to express opinions on these financial statesngated on our audit.

We conducted our audit in accordance with audistamdards generally accepted in the United
States of America and the standards applicableén@ndial audits contained iGovernment
Auditing Standardsissued by the Comptroller General of the Unitddtes. Those standards
require that we plan and perform the audit to obta@iasonable assurance about whether the
financial statements are free of material misstat@mAn audit includes examining, on a test
basis, evidence supporting the amounts and digessn the financial statements. An audit also
includes assessing the accounting principles usedignificant estimates made by management,
as well as evaluating the overall financial stateimaresentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referredbove present fairly, in all material respects,
the respective financial position of the governmakattivities and each major fund of the School
as of June 30, 2007, and the respective changisaimcial position thereof for the year then
ended in conformity with accounting principles gexly accepted in the United States of
America.

In accordance witlisovernment Auditing Standardse have also issued a report dated August
31, 2007 on our consideration of the School's maéicontrol over financial reporting and our
tests of its compliance with certain provisions lafvs, regulations, contracts and grant
agreements and other matters. The purpose ofgpait is to describe the scope of our testing of
internal control over financial reporting and corapte and the results of that testing, and not to
provide an opinion on the internal control ovemfigial reporting or on compliance. That report
is an integral part of an audit performed in acaam® withGovernment Auditing Standardsd
should be considered in assessing the resultsraumlit.

Management's discussion and analysis and the baiggedmparison schedulage not a required
part of the basic financial statements but are lsmpgntary information required by the
Governmental Accounting Standards Board. We haypdiexd certain limited procedures, which
consisted principally of inquiries of managemergargling the methods of measurement and
presentation of the required supplementary infoionat However, we did not audit the
information and express no opinion on it.

Kattell and Company, P.L.
August 31, 2007
Gainesville, Florida



MANAGEMENT’S DISCUSSION AND ANALYSIS

This discussion and analysis of the School’s firgmerformance provides an overview of the Sctwool’
financial activities for the fiscal year ended J30¢ 2007. Please read it in conjunction with$ledool’s
financial statements, which follow this section.

The following are various financial highlights fiiscal year 2007:
* The School’s overall net assets increased by appedgly $50,000, which is about 21%.
» Total ending unrestricted net assets were apprdeign$149,000.

» The School had total expenses for the year of ab&d4,000 compared to revenues of
Oapproximately $584,000.

» The school served a population of approximatelgt@@ents in 2007 and 77 in 2006.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This annual report contains government-wide finalngfatements that report on the School’s actwitie a
whole and fund financial statements that reporthenSchool’s individual funds.

Government-wide Financial Statements

The first financial statement is the Statement ef Nssets. This statement includes all of the 8tho
assets and liabilities using the accrual basisobanting. Accrual accounting is similar to the@mting
used by most private-sector companies. All ofdineent year revenues and expenses are recorded,
regardless of when cash is received or paid. Bixta — the difference between assets and liabifitican
be used to measure the School’s financial position.

The second financial statement is the StatemeAttiities. This statement is also shown using the
accrual basis of accounting. It shows the increasel decreases in net assets during the fiscal @aaer
time, the increases or decreases in net assetsaiid indicators of whether the School’s finantiaélth is
improving or deteriorating. However, other nonafiitial factors, such as enrollment levels or chaige
state funding, must also be considered when assgtg overall health of the School.

In these statements, all of the School’s actividiesconsidered to be governmental activities. ¢teool
has no business-type activities, which are genefiathnced in whole or in part by fees chargedxizmal
parties for goods or services.

Fund Financial Statements

Following the government-wide financial statemearts the fund financial statements. They provideemo
detailed information about the School’s funds.

» Governmental funds — These funds are accounteaasing modified accrual accounting.
Modified accrual accounting focuses on availabkhcand other financial assets that can readily
be converted to cash. This provides a shorter-teéem of the governmental fund’s financial
position. A reconciliation is provided with thestatements, which helps to explain the
differences between the fund financial statememdsthe government-wide financial statements.

The School maintains three individual governmefutatls, the General Fund, Special Revenue Fund and
Capital Projects Fund. All funds are considereldeganajor funds and, accordingly, they are sepigrate
displayed.



CONDENSED FINANCIAL INFORMATION

The following table presents condensed, governméai¢-current year and prior year data about negtass
and changes in net assets.

Net Assets
2007 2006
Governmental Governmental
Activities Activities

Assets:

Non-capital Assets $ 225,677 $ 177,795

Capital Assets, Net 61,199 62,411
Total Assets 286,876 240,206
Liabilities:

Current Liabilities 477 4,089
Net Assets:

Invested in Capital Assets 61,199 62,411

Restricted 76,488 65,497

Unrestricted 148,712 108,209
Total Net Assets ~$ 286,399 $ 236,117

Change in Net Assets

Program Revenues:

Capital Grants & Contributions $ 56,479 $ 29,179
General Revenues:

Title 1 Grant 17,596 16,945

Florida Education Finance Program 461,272 393,386

Other State Revenues 2,345 789

Unrestricted Grants & Contributions 43,986 48,640

Unrestricted Investment Earnings 2,283 2,183
Total Revenues 583,961 499,898
Program Expenses:

Instruction 320,128 294,105

Instructional Support Services 3,607 2,202

General Support 209,944 206,164
Total Expenses 533,679 502,471
Change in Net Assets 50,282 (2,573)
Beginning Net Assets 236,117 238,690
Ending Net Assets $ 286,399 $ 236,117




OVERALL FINANCIAL POSITION AND RESULTS OF OPERATION S
Governmental Activities

The governmental activities generated $56,479agiam revenues and $527,482 of general revenués, an
incurred $533,679 of program expenses. This reduft a $50,282 increase in net assets.

THE SCHOOL'’S INDIVIDUAL FUNDS

General Fund
The General Fund’s fund balance increased by $30f56m $108,209 to $148,712. This increase is due
to increase in student enroliment and no significacreases in expenses.

Special Revenue Fund
The Special Revenue Fund’s fund balance remairedaime at $0 which means that all grant funds were
spent during the year. This is expected due to#tere of the Title | grant funds.

Capital Projects Fund
The Capital Project Fund balance increased by $10f8om $65,497 to $76,488. The legislature edi
more funding per child and expenditures did notéase in proportion.

BUDGETARY HIGHLIGHTS

General Fund
The original budget included a conservative esgéneditenroliment. The final budget was amended to
reflect enrollment in excess of amounts originallggeted.

Special Revenue Fund
There were no significant amendments to the budlgite special revenue fund.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The School had no significant capital asset agtivitlease refer to a note to the accompanyingngiah
statements entitle@apital Assets and Depreciatidar more detailed information about the School’s
capital asset activity.

Debt Administration
No new debt was issued during the year and thedbtiag no existing long-term debt.

ECONOMIC FACTORS

FEFP funding has increased per child for the 208308 school year.

CONTACTING THE SCHOOL'’S FINANCIAL MANAGEMENT

This financial report is designed to provide a gaheverview of the School’s finances and to shbev t
School’s accountability for the money it receivdyou have any questions about this report odnee

additional financial information, contact Cheryllgatis, Principal; 5408 SW 1'3Street; Gainesville,
Florida 32608 or Sharon Brannon, CPA; 161 NorthrV&treet; Williston, Florida 32696.



Statement of Net Assets
June 30, 2007
Expressions Learning Arts Academy

Government:
Activities
Assets
Assets:
Cash $ 225,228
Interest Receivable 449
Depreciable Capital Assets, Net 61,199
Total Assets 286,876
Liabilities
Liabilities:
Accounts Payable 477
Total Liabilities 477
Net Assets
Net Assets:
Invested in Capital Assets 61,199
Restricted for:
Public Education Capital Outlay 76,488
Unrestricted 148,712
Total Net Assets $ 286,399

See accompanying notes.
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Statement of Activities
For the Year Ended June 30, 2007
Expressions Learning Arts Academy

Program Revenues

Net (Expense)

Operating Capital Revenue and
Charges for Grants and Grants and  Change in Net
Expenses Services Contributions  Contributions Assets
Functions/Programs:
Governmental Activities:
Instruction $ 320,128 $ - $ - $ - $ (320,128)
Instructional Support Services 3,607 - - - (1643]
General Support 209,944 - - 56,479 (153,465)
Total $ 533,679 $ - $ - $ 56,479 (477,200)

General Revenues:
Federal through State:

Title | Grant 17,596
State Revenue:
Florida Education Finance Program 461,272
Other State Revenues 2,345
Unrestricted Grants and Contributions 43,986
Unrestricted Investment Earnings 2,283
Total General Revenues 527,482
Change in Net Assets 50,282
Net Assets — Beginning of Year 236,117
Net Assets — End of Year $ 286,399

See accompanying notes.
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Balance Sheet — Governmental Funds
June 30, 2007
Expressions Learning Arts Academy

Special Total
General Revenue Capital Governmental
Fund Fund Projects Fund Funds
Assets
Assets:
Cash $ 148,740 $ - $76,488 $ 225,228
Interest Receivable 449 - - 449
Total Assets $149,189 $ - $ 76,488 $ 225,677
Liabilities and Fund Balances
Liabilities:
Accounts Payable 477 - - a77
Total Liabilities 477 - - 477

Fund Balances:
Reserved for:

Public Education Capital Outlay - - 76,488 7848
Unreserved 148,712 - - 148,712
Total Fund Balances 148,712 - 76,488 225,200
Total Liabilities and Fund Balances $ 149,18 $ - $ 76,488 $ 2796

See accompanying notes.
-7-



Reconciliation of the Balance Sheet to the Statemieof Net Assets
Governmental Funds
June 30, 2007
Expressions Learning Arts Academy

Fund Balances — Total Governmental Funds $ 225,200
Amounts reported for Governmental activities in stetement of net assets are different because:
Capital assets used in governmental activitiesateeported in the governmental funds.
Capital Assets — Net of Accumulated Depreciation 61,199

Net Assets of Governmental Activities $ 286,399

See accompanying notes.
-8-



Statement of Revenues, Expenditures and Changeskand Balances
Governmental Funds
For the Year Ended June 30, 2007
Expressions Learning Arts Academy

Special Total
General Revenue Capital Governmental
Fund Fund Projects Fund Funds
Revenues
Revenues:
Federal through State:
Title | Grant $ - $ 17,596 $ - $ 17,596
State Revenue:
Florida Education Finance Program 461,272 - - 1,282
Public Education Capital Outlay - - 56,479 58,47
Other State Revenue 2,345 - 2,345
Local Revenue:
Fundraising and Gifts 43,986 - - 43,986
Interest Income 2,283 - - 2,283
Total Revenues 509,886 17,596 56,479 583,961

Expenditures and Changes in Fund Balances

Expenditures:

Current:
Instructional 299,003 17,510 - 316,513
Instructional Support Services 3,521 86 - 3,607
General Support 166,859 - - 166,859
Capital Outlay - - 45,488 45,488
Total Expenditures 469,383 17,596 45,488 532,467
Excess of Revenues Over Expenditures 40,503 - agq, 51,494
Fund Balances, July 1, 2006 108,209 - 65,497 NIge!s)
Fund Balances, June 30, 2007 $ 148,712 $ - $ 76,488 $ 225,200

See accompanying notes.
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Reconciliation of the Statement of Revenues, Expettdres and Changes in
Fund Balance to the Statement of Activities - Goveirmental Funds
For the Year Ended June 30, 2007
Expressions Learning Arts Academy

Excess of Revenues over Expenditures — Total Govenental Funds $ 51,494

Amounts reported for governmental activities in shetement of activities are different
because:

Governmental funds report capital outlays as experes. However, in the statement of
activities, the cost of those assets is depreciated their estimated useful lives.

Current Year Expenditures for Capital Assets 4,375
Current Year Depreciation Expense (5,587)
Change in Net Assets of Governmental Activities $ 50,282

See accompanying notes.
-10-



Notes to the Financial Statements
June 30, 2007
Expressions Learning Arts Academy

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Expressions LearningsAAcademy conform to generally accepted
accounting principles as applicable to governmenihe more significant accounting policies are
described below to enhance the usefulness of thadial statements to the reader.

Reporting Entity

The Expressions Learning Arts Academy, Inc. is &fooprofit corporation organized pursuant to
Chapter 617, Florida Statutes, the Florida Not Fafit Corporation Act, and Section 1002.33, Flarid
Statutes. The not-for-profit corporation conduetssiness as Expressions Learning Arts Academy (the
“School”). The governing body of the School is tiw-for-profit corporation’s Board of Directors.

The general operating authority of the School istaimed in Section 1002.33, Florida Statutes. The
School operates under a charter of the sponsodhgo$ district, the Alachua County District School
Board (the “District”). The current charter isedffive until June 30, 2012, and may be renewedigedv
that a program review demonstrates that certaiar@iaddressed in Section 1002.33(7), Floridaugtat
have been successfully accomplished. At the enlfieoferm of the charter, the District may choost n
to renew the charter under grounds specified irctiagter, in which case the District is requirechtdify

the School in writing at least 90 days prior to tharter’'s expiration. Pursuant to Section 1008}8),
Florida Statutes, the charter school contract plewithat in the event the School is dissolved or
terminated, any unencumbered funds and all Schrmgepty purchased with public funds automatically
revert to the District. During the term of the diga, the District may also terminate the chartegood
cause is shown. The School is considered a componé of the District.

Criteria for determining if other entities are paial component units of the School which should be
reported with the School’s basic financial statetmeare identified and described in the Governmental
Accounting Standards Board’'s (GASBJodification of Governmental Accounting and Finahci
Reporting StandardsSections 2100 and 2600. The application of tleeiseria provide for identification

of any entities for which the School is financialigcountable and other organizations for which the
nature and significance of their relationship witle School are such that exclusion would cause the
School's basic financial statements to be mislepdin incomplete. Based on these criteria, no
component units are included within the reportinttg of the School.

Government-wide Financial Statements

The government-wide financial statements (the Staid of Net Assets and the Statement of Activities)
report information on all of the activities of tlehool. Governmental activities are reported sephr
from business-type activities, which rely on fe&srged to external parties as their primary revenue
The School has no business-type activities.

Any internal interfund activity has been eliminafeain the government-wide financial statements.
The Statement of Net Assets reports the Schoaolanfiial position as of the end of the fiscal ydarthis

statement, the School’s net assets are reportiéniea categories: invested in capital assets, fnrelated
debt; restricted net assets; and unrestrictedssets

-11-



Notes to the Financial Statements
June 30, 2007
Expressions Learning Arts Academy

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Government-wide Financial Stateme(dsncluded)

The Statement of Activities is displayed using &eust format and reports the degree to which trexd
expenses of a given function are offset by progrewenues. Direct expenses are those that ardyclear
identifiable with a specific function. Program eewes include 1) charges for services that aretjire
related to a given function and 2) grants and dautions that are restricted to meeting the openati or
capital requirements of a particular function. @tllems not properly included among program reesnu
are reported instead as general revenues.

Fund Financial Statements

The financial transactions of the School are reggbm individual funds in the fund financial statems.
The governmental fund statements include recomiofia with brief explanations to better identifyeth
relationship between the government-wide statenardgshe statements for the governmental funds.

The following funds are used by the School:
GOVERNMENTAL FUNDS

General Fund- The General Fund is the general operating funth® School. It is used to
account for all financial resources, except thossoeiated with grants that are restricted to
specified uses.

Special Revenue Fund The Special Revenue Fund is used to accourfirfancial resources
associated with grants that are restricted to ¢jpeia uses.

Capital Projects Fund The Capital Projects Fund is used to accounffif@ncial resources
associated with grants that are restricted to abpstes.

In the accompanying fund financial statements, Gemeral Fund, Special Revenue Fund and Capital
Projects Fund are all considered to be major fuamik therefore, are separately displayed. The &cho
has no nonmajor funds.

Measurement Focus and Basis of Accounting

The government-wide financial statements are regdansing the economic resources measurement focus
and the accrual basis of accounting. Revenueseaoeded when earned and expenses are recorded when
a liability is incurred, regardless of the timingrelated cash flows.

Governmental fund financial statements are repaungdg the current financial resources measurement
focus and the modified accrual basis of accountiRgvenues are recognized as soon as they are both
measurable and available. Revenues are consittetsel available when they are collectible withie th
current period or soon enough thereafter to payiliies of the current period. For this purpotiee
School considers revenues to be available if theycallected within 60 days of the end of the cotrre
fiscal period. Expenditures generally are recongdbén the related fund liability is incurred. Hoxee,

debt service expenditures are recorded only whgmeat is due.

Most revenues are considered to be susceptiblecdwma and have been measured in the current fiscal
period. Certain other items are considered to basurable and available only when cash is received.

-12-



Notes to the Financial Statements
June 30, 2007
Expressions Learning Arts Academy

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash

Cash consists of deposits in financial institutiodd times, such deposits may be in excess oFdueral
Deposit Insurance Corporation (FDIC) insurance tlimiat June 30, 2007, there was approximately
$50,000 in excess of FDIC insurance coverage. St¢teol has no policy regarding deposit custodial
credit risk.

Capital Assets and Depreciation

Capital assets are defined by the School as as#tbtsin initial, individual cost of $500 or moredaan
estimated useful life of more than one year. Thessets are recorded at historical cost. Donatpitiat
assets are recorded at estimated fair value odateeof donation.

Depreciable capital assets are depreciated usimgtthight-line method over the following estimated
useful lives:

Assets Years
Buildings 15
Leasehold Improvements 15-30
Improvements 15
Furniture, Fixtures and Equipment 5

Revenue Sources

Revenues for current operations are received pifynfnom the District pursuant to the funding
provisions included in the School’s charter. le@dance with the funding provisions of the chased
Florida Statutes, the School reports the numbéulbfime equivalent (FTE) students and relatedadat
the District. Under the provisions of Florida $taes the District reports the number of full-time
equivalent (FTE) students and related data to tbeda Department of Education (FDOE) for funding
through the Florida Education Finance Program. ditupfor the School is adjusted during the year to
reflect the revised calculations by the FDOE uridher Florida Educational Finance Program and the
actual weighted full-time equivalent students régirby the School during the designated full-time
equivalent student survey periods. The School @seives other financial assistance. This asgistés
generally based on applications submitted to apdosed by the granting agency.

Compensated Absences
The School does not pay for employees’ unused aiuk vacation time and unused time does not
accumulate. Therefore, no liability for compendadbsences is recorded.

Long-term Liabilities

Long-term debt and other long-term obligations wobk reported in the government-wide financial
statements. The School has no long-term lialslitien the fund financial statements, long-terrbiliaes
are not reported in the governmental funds becaymernmental funds use the current financial
resources measurement focus.

13-



Notes to the Financial Statements
June 30, 2007
Expressions Learning Arts Academy

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)

Net Assets

Net assets represent the difference between ams@thabilities and are reported in three categoas
hereafter described. Net assetgested in capital assets, net of related dedgiresent capital assets, net
of accumulated depreciation and any outstanding déted to those assets. Net assets are repasted
restricted when there are legal limitations imposed on thsie by legislation, or external restrictions
imposed by other governments, creditors, or grantbinrestrictednet assets are net assets that do not
meet the definition of the classifications previgudescribed. When both restricted and unrestticte
resources are available for use, it is the SchootBcy to use restricted resources first, and then
unrestricted resources as they are needed.

Reserved Fund Balance

In the Accompanying fund financial statements,ubke of the termeserveds limited to indicating that a
portion of reported fund equity is legally restedtto a specific future use or is not available for
appropriation or expenditure.

Use of Estimates
The preparation of financial statements in confoymiith generally accepted accounting principles
requires management to make various estimatesiaAetsults could differ from those estimates.

NOTE 2 — CAPITAL ASSETS AND DEPRECIATION

Capital asset activity for the year ended June2807 was as follows:

Balance Balance
July 1, June 30,
2006 Additions Deletions 2007
Capital Assets:

Buildings $ 3,529 $ - $ - $ 3,529
Leasehold Improvements 55,338 1,981 - 57,319
Improvements 13,901 2,394 - 16,295
Furniture, Fixtures &

Equipment 23,086 - 935 22,151
Total Capital Assets 95,854 4,375 935 99,294
Accumulated Depreciation:

Buildings 294 235 - 529
Leasehold Improvements 11,615 2,400 - 14,015
Improvements 3,309 1,032 - 4,341
Furniture, Fixtures &

Equipment 18,225 1,920 935 19,210
Total Accumulated Depreciation 33,443 5,587 935 38,095
Net Capital Assets $62,411 $ (1,212) $ - $61,199

Depreciation was charged to functions/programekeis:

Instruction $ 3,615
General Support 1,972
Total Depreciation Expense $ 5,587

-14-



Notes to the Financial Statements
June 30, 2007
Expressions Learning Arts Academy

NOTE 3 — RISK MANAGEMENT

The School is exposed to various risks of losslutting general liability, personal injury, workers
compensation, and errors and omissions. To maitagésks, the School has purchased commercial
insurance. Settled claims resulting from thedesrisave not exceeded commercial coverage in athyeof
last three years.

NOTE 4 — LEASES

In January 2004, the School executed an operagiasel for the School property, which was effective
through June 30, 2009. The lease expense foreliegnded June 30, 2007 was $38,400.

Effective July 2007, the School canceled the previease and entered into a new operating leasbeor
School property. The lease is effective througheJBf, 2012. Future minimum lease payments are as
follows:

Year Ending
2008 $48,000
2009 $48,000
2010 $48,000
2011 $48,000
2012 $48,000

-15-



Budgetary Comparison Schedule — General Fund
For the Year Ended June 30, 2007
Expressions Learning Arts Academy

BUDGETED AMOUNTS
Actual Variance with
Original Final Amounts Final Budget
Revenues

Revenues:
State Revenue:
Florida Education Finance Program $ 401,333 $ 461,272 $ 461,272 $ -

Other State Revenue 735 2,345 2,345 -
Local Revenue:
Fundraising & Gifts 30,000 43,986 43,986 -
Interest Income 500 2,283 2,283 -
Total Revenues 432,568 509,886 509,886 -
Expenditures and Changes in Fund Balances
Expenditures:
Current:
Instructional 270,586 299,005 299,003 2
Instructional Support Services 4350 3,523 3,521 2
General Support 174,788 166,874 166,859 15
Total Expenditures 449,724 469,402 469,383 19
Excess of Revenues Over
(Under)Expenditures (17,156) 40,484 40,503 19
Fund Balances, July 1, 2006 17,156 - 108,209 108,209
Fund Balances, June 30, 2007 $ - % 40,484 $ 148,712 $ 108,228

Note to Schedule:
An annual Budget is adopted on the modified acchasdis of accounting, consistent with generally

accepted accounting principles. Amendments tobtidget can only be made with the approval of the
Board of Directors. The fund is the legal levetofitrol.

- 16 --



Budgetary Comparison Schedule — Special Revenue Fain
For the Year Ended June 30, 2007
Expressions Learning Arts Academy

BUDGETED AMOUNTS
Actual Variance with
Original Final Amounts Final Budget
Revenues
Revenues:
Federal through State:
Title | Grant $ 17510 $ 17,596 $ 17,596 $

Expenditures and Changes in Fund Balances
Expenditures:

Current:
Instructional 17,510 17,510 17,510
Instructional Support Services 0 86 86
Total Expenditures 17,510 17,596 17,596 -

Excess of Revenues Over
(Under)Expenditures - - - -

Fund Balances, July 1, 2006 - - - -

Fund Balances, June 30, 2007 $ - $ - $ - $ -

Note to Schedule:

An annual Budget is adopted on the modified acchasis of accounting, consistent with generally
accepted accounting principles. Amendments tobtidget can only be made with the approval of the
Board of Directors. The fund is the legal levetofitrol.

—-17 --



Kattell and Company, P.L.
Certified Public Accountants Serving the NonprG@mmunity
4055 NW 43; Street, Suite 28 Gainesville, Florida 32608 EL: 352-395-6565 FAX: 352-395-6636 www.kattshm

MANAGEMENT LETTER

To the Board of Directors,
Expressions Learning Arts Academy, Inc.

We have audited the financial statements of Expresd earning Arts Academy (the “School”),
as of and for the year ended June 30, 2007, anel isaued our report thereon dated August 31,
2007. We have also issued our report on compliame on internal control over financial
reporting. That report should be considered irjumetion with this management letter.

We conducted our audit in accordance with audisitemmdards generally accepted in the United
States of America and the standards applicableén@néial audits contained iGovernment
Auditing Standardsissued by the Comptroller General of the Unitéates. Additionally, our
audit was conducted in accordance with the promgsiof Chapter 10.850, Rules of the Auditor
General, which govern the conduct of charter schadits performed in the State of Florida and
require that certain items be addressed in thierlet

Prior Audit Findings

The Rules of the Auditor General require that weagent as to whether or not findings reported
in the preceding audit report have been correcteiracommendations made in the preceding
audit report have been followed. In that regand,grior year audit finding was not repeated.

Financial Emergency

The scope of our audit included a review of thevimions of Section 218.503(1), Florida
StatutesPetermination of Financial EmergencyVe determined that the School has not met one
or more of the conditions described in that sectiwst are indicative of a state of financial
emergency.

Other Matters

Our audit did not reveal any other matters thatane required to include in this management
letter.

This report is intended solely for the informatiand use of the School’s Board of Directors and
management, the District School Board and the SiatElorida Auditor General, and is not
intended to be and should not be used by anyores titan these specified parties.

Thank you for the cooperation and courtesies exd@nd us during the course of the audit.

Please let us know if you have any questions or neents concerning this letter, our
accompanying reports, or any other matters.

Kattell and Company, P.L.
August 31, 2007

Gainesville, Florida
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Kattell and Company, P.L.
Certified Public Accountants Serving the NonprG@mmunity
4055 NW 4@ Street, Suite 28 Gainesville, Florida 32608 EL: 352-395-6565 FAX: 352-395-6636 www.kattshm

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS

To the Board of Directors,
Expressions Learning Arts Academy, Inc.

We have audited the financial statements of theegouental activities and each major fund of ExpoessLearning
Arts Academy (the “School”) as of and for the yeaded June 30, 2007, which collectively comprise $ichool’s
basic financial statements and have issued ourrtrépereon dated August 31, 2007. We conducted amgiit in

accordance with auditing standards generally aedejpt the United States of America and the starsdapgplicable to
financial audits contained i@overnment Auditing Standardssued by the Comptroller General of the Unittates.

Internal Control Over Financial Reporting

In planning and performing our audit, we consideteziSchool’s internal control over financial refireg as a basis for
designing our auditing procedures for the purpdsxpressing our opinion on the financial stateraghtit not for the
purpose of expressing an opinion on the effectigenef the School’s internal control over financiaporting.
Accordingly, we do not express an opinion on thfeativeness of the School’s internal control overamcial
reporting.

Our consideration of the internal control over finel reporting was for the limited purpose desetilin the preceding
paragraph and would not necessarily identify afloilencies in internal control over financial reping that might be
significant deficiencies or material weaknesseweler, as discussed below, we identified certaificincies in
internal control over financial reporting that wensider to be significant deficiencies.

A control deficiency exists when the design or agien of a control does not allow management orleyges, in the
normal course of performing their assigned fundjoto prevent or detect misstatements on a timalisb A
significant deficiency is a control deficiency, @mbination of control deficiencies, that adversaffigcts the entity’s
ability to initiate, authorize, record, process,report financial data reliably in accordance wginerally accepted
accounting principles such that there is more thaemote likelihood that a misstatement of thetgstifinancial
statements that is more than inconsequential will e prevented or detected by the entity’s intecoatrol. We
consider the deficiency described in the accompangchedule of findings as 07-1 to be a signifiadeficiency in
internal control over financial reporting.

A material weakness is a significant deficiencycombination of significant deficiencies, that iésin more than a
remote likelihood that a material misstatementta financial statements will not be prevented aected by the
entity’s internal control. Our consideration oétimternal control over financial reporting was foe limited purpose
described in the first paragraph of this sectiod aould not necessarily identify all deficienciesthe internal control
that might be significant deficiencies or matemaaknesses. However, we believe that the signifideficiency
described above is not a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance abouthwhahe School's financial statements are freematerial
misstatement, we performed tests of its compliamitie certain provisions of laws, regulations, caets and grants,
noncompliance with which could have a direct andemial effect on the determination of financialtstaent amounts.
However, providing an opinion on compliance withgbk provisions was not an objective of our audit accordingly,
we do not express such an opinion. The resultaiptests disclosed no instances of noncompliamaeare required
to be reported und&@overnment Auditing Standards

This report is intended solely for the informatiand use of the School’'s Board of Directors and mament, the
District School Board and the State of Florida AadiGeneral, and is not intended to be and shoatcba used by
anyone other than these specified parties.

Kattell and Company, P.L.

August 31, 2007
Gainesville, Florida
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Schedule of Findings
June 30, 2007
Expressions Learning Arts Academy, Inc.

07-1 Finding —One of the employees of the School receives mometges the receipts and
prepares the deposits. This represents a ladpairation of incompatible duties.

Recommendation Fhe School should implement a procedure wherenan@mployee agrees the

amounts recorded on receipt copies to the amowmssited into the bank. This procedure could
provide effective control even if performed only @sample of total receipts.
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