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NEW BEGINNINGS HIGH SCHOOL, INC. 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

 
Management of New Beginnings High School, Inc. (the “School”), offers the following narrative 
overview and analysis of the financial activities of the School for the fiscal year ended June 30, 
2018.  Readers are encouraged to use this information in conjunction with information furnished 
in the School’s basic financial statements. This summary should not be taken as a replacement 
for the audit, which consists of the basic financial statements and other supplemental information.  

 
FINANCIAL HIGHLIGHTS 
 
 The School’s fund balance increased from prior year to approximately $1,231,000 due to 

current year operations. 
 

 For the fiscal year ended June 30, 2018, the School’s revenues exceeded expenditures by 
approximately $253,000. 

 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis are intended to serve as an introduction to School’s basic financial 
statements.  The School’s basic financial statements consist of three components; 1) government-
wide financial statements, 2) fund financial statements and 3) notes to the financial statements.  
The basic financial statements present two different views of the School through the use of 
government-wide statements and fund financial statements.  In addition to the basic financial 
statements, this report contains other supplemental information to enhance the readers in 
understanding of the financial condition of School.  This document also includes the 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, as well as the management letter required by the Rules of the Auditor 
General, Chapter 10.850, Audits of Charter Schools and Similar Entities. 
 
Government-Wide Financial Statements 
 
The government-wide financial statements are designed to provide a broad overview of the 
School’s finances, similar in format to a financial statement of a private-sector business.  The 
government-wide statements provide short and long-term information about the School’s financial 
status as a whole. 
 
The two government-wide statements report the School’s net position and the current year 
changes.  The net position is the difference between the School’s total assets and total liabilities 
and deferred outflow and inflow of resources.  Measuring the net position is one way to evaluate 
the School’s financial condition. 
 
The government-wide statements are divided into three categories:  1) governmental activities 2) 
business-type activities and 3) component units.  The governmental activities include the School’s 
basic services.  The business-type activities are those that the School charges for certain 
services.  For the year ended June 30, 2018, the School had no business-type activities or 
component units.  
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Fund Financial Statements  
 
The fund financial statements provide a more detailed look at the School’s most significant 
activities.  A fund is a group or related accounts used to maintain control over resources 
segregated for specific activities or objectives.  All of the operations of the School are presented 
in governmental funds only. 

 
Governmental Funds 
 
Governmental funds are used to account for those functions reported as governmental activities.  
The School’s basic services are accounted for in governmental funds.  These funds focus on how 
assets can readily be converted into cash flow in and out, and what money left at year-end which 
is available for spending in the next year.  Governmental funds are reported using an accounting 
method called modified accrual accounting.  This method also has a current financial resources 
focus.  As a result, the governmental fund financial statements provide a detailed short-term view 
of the financial resources available to finance the School’s programs.  The relationship between 
government activities (reported in the Statement of Net Position and the Statement of Activities) 
and governmental funds is described in a reconciliation that is a part of the fund financial 
statements.  

 
The School adopts an annual budget for its general fund, as required by the Florida Statutes. The 
budget is a legally adopted by management of the School and its Board.  Budgetary comparison 
schedules have been included as part of the required supplementary information.  The budgetary 
comparison schedules show four columns: 1) the original budgets as adopted by the Board, 2) 
the final budgets as amended by the Board, 3) the actual resources, charges and ending balances 
in the general fund, and 4) the variance between the final budgets and the actual resources and 
charges.  
 
Notes to Financial Statements 
 
The notes to financial statements provide additional information essential to the full understanding 
of the information reported in the government-wide and fund financial statements.  The notes to 
the financial statements start on page 15 of this report.  
 
  



 

3 
 

GOVERNMENTAL FUNDS ANALYSIS OF THE SCHOOL 
 
Fund Balance 
 
The School’s combined fund balance as of June 30, 2018 and 2017 is summarized as follows: 
 

  Governmental Activities  Increase  

  2018  2017  (Decrease)  

Cash and cash equivalents $ 1,160,347 $ 929,183  231,164 
 

Due from other agencies    95,992  80,460  15,532 
 

Prepaid expenses  52,992  40,235  12,757 
 

Total assets  1,309,331  1,049,878  259,453 
 

       
 

Accounts payable and accrued expenses  78,271  71,901  6,370 
 

Fund Balances:       
 

Nonspendable  52,992  40,235  12,757  

    Spendable  1,178,068  937,742  240,326 
 

Total fund balances $ 1,231,060 $ 977,977  253,083 
 

 
The increase in cash and cash equivalents is due to current year operations.  Due from other 
agencies and accounts payables increased due to timing of payments. 
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Change in Fund Balance 
 
The School’s total revenues exceeded expenditures by approximately $253,000 in fiscal 2018—
see table below. 
 
  2018   2017   Change   

  Revenues:           
   Federal sources $ 227,618  $ 144,730  $ 82,888   
   State and local sources  4,919,174   4,827,024   92,150   
   Contributions and other revenues  71,178   101,739   (30,561)   

      Total revenues  5,217,970   5,073,493   144,477   

           
  Expenses:           
   Instruction  926,364   1,257,466   (331,102)   
   Pupil personnel services  822,656   587,831   234,825   
   Curriculum development  142,568      110,086   32,482   

   Instructional staff training  1,648   12,504   (10,856)   
   Board  17,087   16,728   359   

   General administration  77,612   77,079   533   
   School administration  1,208,365   993,024   215,341   
   Fiscal services  64,173   68,508   (4,335)   
   Food services          -   2,318   (2,318)   
   Central services  93,911   83,403   10,508   
   Pupil transportation  200,639   237,835   (37,196)   
   Operation of plant  1,256,405   1,022,419   233,986   
   Community services           6,715   9,588   (2,873)   
   Principal  79,549   53,617   25,932   

   Interest  15,395        13,399    1,996   
   Capital Outlay  51,800   591,749   (539,949)   

      Total expenses  4,964,887   5,137,554   (172,667)   

      Change in net position $ 253,083  $ (64,061)  $ 317,144   

           
The increase in state and local sources is a result of an increase in student population.  The 
School ended the fiscal year with 755 students, an increase from prior year.   The increase in 
pupil personnel services and school administration is due to additional salaries and related 
benefits to serve the increase in students.  Plant expenses increased due to additional facilities 
and related rental expenses.  Capital outlay decreased is due to buses that were not repeated in 
current year.  
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FINANCIAL ANALYSIS OF THE SCHOOL’S FUNDS 
 
As the School completed the year, its governmental funds reported a combined fund balance of 
$1,231,060. 
 
CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
At the end of fiscal 2018, the School invested approximately $737,000 in capital assets, net of 
accumulated depreciation of approximately $1,161,000. 
           
  2018   2017   Change   

              
   Leasehold improvements $ 804,136  $ 804,136  $ -   
   Furniture, fixtures and equipment  576,888   576,888   -   
   Vehicles  517,188   465,388   51,800   

Total capital assets  1,898,212   1,846,412   51,800   

Less – accumulated depreciation  (1,161,231)   (910,002)   (251,229)   

      Net capital assets $ 736,981  $ 936,410  $ (199,429)   

           
The following is the major capital asset addition this year: 
 

 Vehicles - $52,000 
 
More detailed information about the School’s capital assets is presented in Note 4 to the financial 
statements. 
 
Long-Term Debt 
 
Long-term debt decreased by approximately $80,000 due to current year principal payments.  
More detailed information about the School’s long-term liabilities is presented in Note 5 to the 
financial statements. 
 
General Fund Budgetary Highlights 
 
During the fiscal year, the School amended its general fund budget twice.  Generally, budget 
amendments fall into one of the three categories: 1) amendments made to adjust the estimates 
that are used to prepare the original budget once exact information is available; 2) amendments 
made to recognize changes in funding amounts; 3) changes in appropriations necessary to 
maintain services.   
 
At the end of fiscal year 2018, the general fund’s actual revenues exceeded budgeted amounts 
by approximately $53,000.  The actual expenditures exceeded budgeted amounts by 
approximately $13,000. 
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGET 
 
Budget Highlights for the Fiscal Year Ended June 30, 2019 
 
Amounts available for appropriation in the general funds are approximately $6,737,254, an 
increase of approximately $2,219,000 over the actual 2018 amounts.  This increase is due to an 
anticipated significant increase in student enrollment brought about by the School’s expansion to 
an additional location under the same charter.   
 
Budgeted expenditures in the general fund are approximately $6,127,192, an increase of 
approximately $2,008,000 over the actual 2018 amounts.  The change is primarily due to an 
increase in salaries and instructional costs due to a budgeted increase in student population 
outlined above. 
 
If these estimates are realized, the School’s general fund balance is expected to increase slightly 
by the fiscal year ending June 30, 2019. 
 
CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide interested parties with a general overview of the 
School’s finances and to demonstrate the School’s accountability for the money it receives.  
Should additional information be required, please contact the School’s administrative offices at   
250 Magnolia Avenue SW, Suite 200, Winter Haven, FL 33880.
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Independent Auditor’s Report  
 
To the Board of Directors of New Beginnings High School, Inc., 
a Charter School and Component Unit of the District 
School Board of Polk County, Florida 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each 
major fund and the aggregate remaining fund information of New Beginnings High School, Inc., a 
Charter School and Component Unit of the District School Board of Polk County, Florida, (the 
“School”) 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.  
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. 
 
 
 



 

 

107 Water Oak Lane ■ Altamonte Springs, FL 32714 

Office 407-960-4429 ■ www.mccradyandassociates.com 

Members of American Institute of Certified Public Accountants and Florida Institute of Certified Public 
Accountants 

 

Opinions 

 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, and 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. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis, budgetary comparison information and pension liability 
on pages 1 - 6 and 33 - 36 be presented to supplement the basic financial statements.  Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical 
context.  We have applied certain limited procedures to the required supplementary information 
in accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the 
basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements.  We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an opinion 
or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
September 26, 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. 
 

McCrady & Associates, PLLC 
 
Altamonte Springs, Florida 
September 26, 2018 

http://www.mccradyandassociates.com/


NEW BEGINNINGS HIGH SCHOOL, INC.

A Charter School and Component Unit of the

District School Board of Polk County, Florida

Statement of Net Position

June 30, 2018

Governmental 

Activities

Cash and cash equivalents 1,160,347$        

Due from other agencies 95,992               

Prepaid expenses 52,992               

Capital assets:

Leasehold improvements 804,136             

Furniture, fixtures and equipment 576,888             

Vehicles 517,188             

Less accumulated depreciation (1,161,231)         

Total capital assets, net 736,981             

Total assets 2,046,312          

Amount deferred on pension liability 1,460,504          

Accounts payable and accrued expenses 78,271$             

Compensated absences payable 32,335               

Long-term liabilities:

Portion due or payable within one year:

Notes payable 78,184               

Portion due or payable after one year:

Notes payable 185,178             

     Pension liability 1,715,336          

     Total liabilities 2,089,304          

Amount deferred on pension liability 86,455               

Invested in capital assets, net of related debt 473,619             

Unrestricted 857,438             

Total net position 1,331,057$        

ASSETS

DEFERRED OUTFLOW OF RESOURCES

LIABILITIES

DEFERRED INFLOW OF RESOURCES

NET POSITION

The accompanying notes to financial statements are an integral part of this statement.
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NEW BEGININGS HIGH SCHOOL, INC.

A Charter School and Component Unit of the 

District School Board of Polk County, Florida

Statement of Activities

For the Year Ended June 30, 2018

Net (Expenses) Revenues and

Program Revenues Changes in Net Position

Operating Capital 

Charges for Grants and Grants and Governmental 

Expenses Services Contributions Contributions Activities Total

Governmental Activities:

Instruction 1,259,383$    -$               226,528$       -$               (1,032,855)$        (1,032,855)$       

Pupil personnel services 827,779         -                 1,090             -                 (826,689)             (826,689)            

Curriculum development 142,568         -                 -                 -                 (142,568)             (142,568)            

Instructional staff training 1,648             -                 -                 -                 (1,648)                 (1,648)                

Board 17,087           -                 -                 -                 (17,087)               (17,087)              

General administration 77,612           -                 -                 -                 (77,612)               (77,612)              

School administration 1,207,790      -                 -                 -                 (1,207,790)          (1,207,790)         

Facilities acquisition and construction 77,779           -                 -                 -                 (77,779)               (77,779)              

Fiscal services 64,173           -                 -                 -                 (64,173)               (64,173)              

Central services 93,911           -                 -                 -                 (93,911)               (93,911)              

Pupil transportation 288,800         -                 -                 -                 (288,800)             (288,800)            

Operation of plant 1,269,807      -                 -                 209,681         (1,060,126)          (1,060,126)         

Community services 6,715             -                 -                 -                 (6,715)                 (6,715)                

Interest 15,395           -                 -                 -                 (15,395)               (15,395)              

Total primary government 5,350,447$    -$               227,618$       209,681$       (4,913,148)$        (4,913,148)$       

General revenues:

State and local sources 4,709,493            4,709,493          

Contributions and other revenues 71,178                 71,178               

Total general revenues 4,780,671            4,780,671          

Changes in net position (132,477)             (132,477)            

Net position at beginning of year 1,463,534            1,463,534          

Net position at end of year 1,331,057$          1,331,057$        

The accompanying notes to financial statements are an integral part of this statement.
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NEW BEGINNINGS HIGH SCHOOL, INC.

A Charter School and Component Unit of the 

District School Board of Polk County, Florida

Balance Sheet - Governmental Funds

June 30, 2018

Capital Other Total 

General Projects Governmental Governmental

Fund Fund Funds Funds

Cash and cash equivalents 1,160,347$          -$            -$                  1,160,347$      

Due from other agencies -                       22,095        73,897              95,992             

Prepaid expenses 52,992                 -              -                    52,992             

Due from other governmental funds 95,992                 -              -                    95,992             

Total assets 1,309,331$          22,095$      73,897$            1,405,323$      

Accounts payable and accrued expenses 78,271$               -$            -$                  78,271$           

Due to general fund -                       22,095        73,897              95,992             

     Total liabilities 78,271                 22,095        73,897              174,263           

Nonspendable:

Prepaid expenses 52,992                 -              -                    52,992             

Spendable:

Unassigned 1,178,068            -              -                    1,178,068        

     Total fund balances 1,231,060            -              -                    1,231,060        

Total liabilities and fund balances 1,309,331$          22,095$      73,897$            1,405,323$      

ASSETS

LIABILITIES

FUND BALANCES

The accompanying notes to financial statements are an integral part of this statement.
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NEW BEGINNINGS HIGH SCHOOL, INC.

A Charter School and Component Unit of the 

District School Board of Polk County, Florida

Total fund balances - governmental funds 1,231,060$     

Amounts reported for governmental activities in the statement of

net position are different because:

Capital assets used in governmental activities are not financial

resources and, therefore, are not reported as assets in the 

governmental funds.  The cost of the assets are $1,898,212

and the accumulated depreciation is $1,161,231. 736,981         

Amounts accrued for compensated absences are not due and

payable in the current period and, therefore, not reported as liabilities

in the governmental funds. (32,335)          

Long-term liabilities, including notes payable, are not due and 

payable in the current period and, therefore, are not reported as

liabilities in the governmental funds. Long-term liabilities at

year end consist of:

     Notes payable (263,362)        

     Pension liability (1,715,336)     

Deferred amounts are reported in the statement of net position

as deferred outflow or deferred inflow of resources but are not

reported in the funds. 1,374,049      

Total net position - governmental activities 1,331,057$     

Reconciliation of the Governmental Funds Balance Sheet

to the Statement of Net Position

June 30, 2018

The accompanying notes to financial statements are an integral part of this statement.
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NEW BEGINNINGS HIGH SCHOOL, INC.

A Charter School and Component Unit of the 

District School Board of Polk County, Florida

Capital Other Total 

General Projects Governmental Governmental 

Fund Fund Funds Funds

REVENUES

Federal sources passed through local

school district -$                    -$               227,618$          227,618$                

State and local sources 4,709,493           209,681         -                    4,919,174               

Contributions and other revenue 71,178                -                 -                    71,178                    

Total revenues 4,780,671           209,681         227,618            5,217,970               

EXPENDITURES

Current:

Instruction 699,836              -                 226,528            926,364                  

Pupil personnel services 821,566              -                 1,090                822,656                  

Curriculum development 142,568              -                 -                    142,568                  

Instructional staff training 1,648                  -                 -                    1,648                      

Board 17,087                -                 -                    17,087                    

General administration 77,612                -                 -                    77,612                    

School administration 1,208,365           -                 -                    1,208,365               

Fiscal services 64,173                -                 -                    64,173                    

Food services -                      -                 -                    -                          

Central services 93,911                -                 -                    93,911                    

Pupil transportation 200,639              -                 -                    200,639                  

Operation of plant 1,046,724           209,681         -                    1,256,405               

Community services 6,715                  -                 -                    6,715                      

Debt service:

Principal -                      -                 79,549              79,549                    

Interest -                      15,395              15,395                    

Capital outlay -                      51,800           -                    51,800                    

Total expenditures 4,380,844           261,481         322,562            4,964,887               

Net changes in fund balances 399,827              (51,800)          (94,944)             253,083                  

Other financing sources (uses)

Operating transfer in -                      51,800           94,944              146,744                  

Operating transfer out (146,744)             -                 -                    (146,744)                 

Total other financing sources (uses) (146,744)             51,800           94,944              -                          

Net changes in fund balances 253,083              -                 -                    253,083                  

Fund balances at beginning of year 977,977              -                 -                    977,977                  

Fund balances at end of year 1,231,060$         -$               -$                  1,231,060$             

Statement of Revenues, Expenditures and 

Changes in Fund Balances of Governmental Funds

For the Year Ended June 30, 2018

The accompanying notes to financial statements are an integral part of this statement.
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NEW BEGINNINGS HIGH SCHOOL, INC.

A Charter School and Component Unit of the 

District School Board of Polk County, Florida

Net changes in fund balances - total governmental funds 253,083$     

Amounts reported for governmental activities in the statement of

activities are different because:

Governmental funds report capital outlays as expenditures.

However, in the statement of activities, the cost of those assets is

allocated over their estimated useful lives and reported as depreciation

expense.  This is the amount by which depreciation expense ($251,229)

exceeded capital outlays ($51,800) in the current period. (199,429)      

Compensated absences included in the statement of activities do not

require the use of current financial resources and, therefore, are not

reported as expenditures in the governmental funds. (8,817)          

Principal payments on long-term debt are expenditures in the

governmental funds, but the repayments reduce long-term

liabilities in the statement of net position. 79,549         

In the statement of activities, some revenues and expenses are

recognized that do not provide current financial resources and are not

recognized in the governmental funds, such as deferred inflows and

outflows of resources. (256,863)      

Change in net position of governmental activities (132,477)$    

Reconciliation of the Statement of Revenues, Expenditures and

Changes in Fund Balances of Governmental Funds

to the Statement of Activities

For the Year Ended June 30, 2018

The accompanying notes to financial statements are an integral part of this statement.
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NEW BEGINNINGS HIGH SCHOOL, INC. 
 

A Charter School and Component Unit of the  
District School Board of Polk County, Florida 

 
Notes to Financial Statements 

    
For the Year Ended June 30, 2018 
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1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Organization 
 
New Beginnings High School, Inc. (the “School”), is a not-for-profit corporation organized pursuant 
to Chapter 617, Florida Statutes and the Florida Not-for-Profit Corporation Act.  The governing 
body of the School is the not-for-profit corporation Board of Directors the (“Board”), which is 
composed of at least three members.  The general operating authority of the School is contained 
in Section 1002.33, Florida Statutes.  New Beginnings High School operates two locations under 
a charter of the sponsoring school district, the District School Board of Polk (the “School Board”).  
The School is considered a component unit of the School Board and meets the definition of a 
governmental entity under the Governmental Accounting Standards Board (“GASB”). 
 
Charter Contract 
 
The current charter expires June 30, 2031 and may be renewed for additional years by mutual 
written agreement between the School and the School Board.  Upon the expiration of the charter, 
the School Board may elect not to renew the charter under grounds specified in the charter.  In 
this case, the School Board is required to notify the School in writing at least 90 days prior to the 
charter expiration.  However, the School Board may terminate the current charter at any time if 
good cause is shown.  In the event of termination of the charter, any property purchased by the 
School with public funds and any unencumbered public funds revert to the School Board. 
 
Basis of Presentation 
 
Based on the guidance provided in the American Institute of Certified Public Accountants Audit 
and Accounting Guide – Audits for States and Local Governments and provisions in the Florida 
Statutes, the School is considered as a governmental organization for financial statement 
reporting purposes.  The School is required by its agreement with the School Board to use the 
governmental reporting model and follow the fund and accounting structure provided in the 
“Financial and Program Cost Accounting and Reporting for Florida Schools – The Red Book” 
issued by the Florida Department of Education (“FDOE”).  
 
Government-Wide Financial Statements 
 
The government-wide financial statements provide both short-term and long-term information 
about the School in a manner similar to those of a private-sector business.  The statement of net 
position and statement of activities are designed to provide financial information as a whole about 
the School on an accrual basis of accounting.  The statement of net position provides information 
about the School’s financial position, its assets and liabilities, using an economic resources 
measurement focus. 



NEW BEGINNINGS HIGH SCHOOL, INC. 
 

A Charter School and Component Unit of the  
District School Board of Polk County, Florida 

 
Notes to Financial Statements 

(continued) 
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The statement of activities presents a comparison between direct expenses and program revenue 
for each function or program of the School’s governmental activities.  Direct expenses are those 
that are specifically associated with a program or function, therefore, are clearly identifiable to a 
particular function. 
 
Program revenues include charges paid by the recipient for goods and services offered by the 
program, grants and contributions restricted for meeting the operational or capital requirements 
of a particular program.  Revenues not classified as program revenues are presented as general 
revenue. 
 
Fund Financial Statements 
 
The governmental fund financial statements report detailed information about the School’s most 
significant funds, not the School as a whole.  A fund is a group of related accounts used to 
maintain control over resources segregated for specific activities or objectives.  The School uses 
fund accounting to ensure and demonstrate compliance with finance related requirements.  
Certain funds are established by law while others are created by grant agreements.  The following 
are individual governmental funds reported in the fund financial statements: 
 

 General Fund – is the School’s primary operating fund that accounts for all financial 
resources of the school, except those require to be accounted for in another fund. 

 Special Revenue Fund – to account the proceeds of specific revenue sources that 
restricted or committed to expenditures for a specific purpose including all federal grant 
revenues passed through the School District. 

 Debt Service Fund – to account for the accumulation of resources for, and payment of 
general long-term debt principal, interest, and related costs. 

 Capital Projects Fund – to account for all resources for the acquisition of capital items by 
the School purchased with capital outlay funds. 

 
For the purpose of these statements, the general fund and capital projects fund are considered a 
major funds.  The special revenue and debt service funds are non-major funds and are reported 
as other governmental funds. 
 
Basis of Accounting 
 
Basis of accounting refers to when revenues and expenses/expenditures are recognized in the 
accounts and reports in the financial statements.  Basis of accounting relates to the timing of the 
measurements made, regardless of the measurement focus applied.  
 
The government-wide financial statements are reported using the accrual basis of accounting.  
Revenues are recognized when earned and expenses/expenditures are recognized when a 
liability is incurred, regardless of the timing of the related cash flows take place.   
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When grant terms provide that the expenditure of resources is the prime factor for determining 
eligibility for Federal, State, and other grant resources, revenues is recognized at the time the 
expenditure is made.   
 
The governmental funds basic financial statements are reported using the modified accrual basis 
of accounting.  Under this method, revenues are recognized when they become measurable and 
available.  Revenues are considered to be available when they are collectable within a current 
period.  The School considers revenues to be available if they are collected within 60 days after 
the end of the current fiscal year.   
 
Expenditures are recorded when the related fund liability is incurred, except for principal and 
interest on long-term debt, claims and judgments, and compensated absences, which are 
recognized when due.  General capital asset acquisitions are reported as expenditures in 
governmental funds.  Proceeds from the acquisition of long-term debt are reported as other 
financing sources. 
 
Budgetary Basis Accounting 
 
Budgets are prepared using the modified accrual basis of accounting and the governing board 
must approve all budgets and amendments.  During the fiscal year, expenditures were controlled 
at the object level.  Budgets may be amended by resolution of the Board prior to the date of the 
annual report.  
 
Use of Estimates 
 
In preparing the financial statements in conformity with accounting principles generally accepted 
in the United States, management is required to make estimates and assumptions that affect the 
reported amounts of assets and liabilities as of the date of the balance sheet and revenues and 
expenses/expenditures for the period presented.  Actual results could differ significantly from 
those estimates.  
 
Cash and Cash Equivalents 
 
The School’s cash and cash equivalents consist primarily of demand deposits with financial 
institutions. 
 
As State of Florida Statutes and the School’s policy require, all deposits be made into and held 
by financial institutions designated by the treasurer of the State of Florida as qualified public 
depositories as defined by Chapter 280 of the Florida Statutes.  This statute requires that every 
qualified public depository institution maintain eligible collateral to secure the public entity’s funds. 
The minimum collateral to be pledged by the institution, the collateral eligible for pledge, and 
reporting requirements of the qualified public depositor to the treasurer is defined by the ability to 
assess members of the pool should the need arise.  The School’s deposits are held in a qualified 
public depository.  They are covered by the collateral pool as the School has identified itself as a 
public entity at June 30, 2018. 
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Interfund receivables and payables 

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 receivables of approximately $96,000 which are related to amounts paid 
by the general funds on behalf of the other governmental funds.  These funds have been 
combined as other governmental funds as they are non-major funds. 
 
Interfund transfers 
 
The School reports its debt service fund expenditures in the debt service fund.  For the year ended 
June 30, 2018, the general fund transferred approximately $147,000, for the current year debt 
service payments. 
 
Capital Assets and Depreciation 
 
The School’s capital assets with useful lives of more than one year are stated at historical costs 
and reported in the statement of net position in the government-wide financial statements.  
Donated capital assets are recorded at their estimated fair value on the date of donation.  The 
School capitalizes assets with a cost of $1,000 or more.  Expenditures of normal maintenance 
and repair that do not add to the assets value or extend the useful lives are not capitalized.  
Depreciation is computed using the straight-line method.  Estimated useful lives of the assets are 
as follows: 
           Years 
 Leasehold improvements        5 - 10 

Furniture, fixtures, and equipment          5 
Buses and other vehicles        2 - 5 

 
Pensions  

In the government-wide statement of net position, liabilities are recognized for the School’s 
proportionate share of each pension plan’s net pension liability.  The net pension liability, deferred 
outflows of resources and deferred inflows of resources related to pensions, pension expense, 
and additions to/deductions from the FRS’s and the HIS’s fiduciary net position have been 
determined on the same basis as they are reported by the FRS and the HIS plans.  For this 
purpose, benefit payments (including refunds of employee contributions) are recognized when 
due and payable in accordance with benefit terms.  Investments are reported at fair value. 
 
The School’s retirement plans and related amounts are described in a Note 6. 
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Net position and Fund Balance Classifications 
 
Government-wide financial statements 
 
The net position is classified and reported in three components:  
 

 Investment in capital assets, net of related debt – consists of capital assets net of 
accumulated depreciation and reduced by the outstanding balances of any borrowings 
that are attributed to the acquisition or improvement of those assets. 

 Restricted – consists of amounts with constraints placed on their use either by external 
groups such as creditors, grantors, contributors or laws or regulations of other 
governments. 

 Unrestricted – all other amounts that do not meet the definition of “restricted” or “invested 
in capital assets, net of related debt.” 

 
Fund financial statements 
 
GASB Codification Section 1800.142, Fund Balance Reporting and Governmental Fund Type 
Definitions, defines the different types of fund balances that a governmental entity must use for 
financial reporting purposes.  GASB requires the fund balance amounts to be reported within one 
of the following fund balance categories:  
 

 Nonspendable – fund balance associated with inventories, prepaid expenses, long-term 
loans and notes receivable, and property held for resale (unless the proceeds are 
restricted, committed or assigned).  All nonspendable fund balances at year end relate to 
assets that are in not spendable form.  

 Restricted – fund balance category includes amounts that can be spent only for the 
specific purposes stipulated by the constitution, external resource providers, or through 
enabling legislation. 

 Committed – fund balance classification includes amounts that can be used only for the 
specific purposes determined by a formal action of the School’s Board of Governance. 

 Assigned – fund balance classification includes amounts that are intended to be used by 
the School’s management for specific purposes but do not meet the criteria to be classified 
as restricted or committed.  

 Unassigned – fund balance that is the residual amount for the School’s general fund and 
includes all spendable amounts not contained in the other classifications.  

 
This statement also clarifies the definition of the special revenue fund to denote that the special 
revenue may be used to account for the proceeds of specific revenue sources (other than trust 
for individual, private organizations or other governmental or for major capital projects) legally 
restricted to expenditures for specified purposes.  
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Order of Fund Balance Spending Policy 
 
The School’s policy is to apply expenditures against non-spendable fund balance, restricted fund 
balance, committed fund balance, assigned fund balance, and unassigned fund balance at the 
end of the fiscal year.  Initially, non-spendable fund balances are determined.  Restricted fund 
balances for specific purposes are determined (not including non-spendable amounts) next.  Any 
remaining fund balance amounts for the non-general funds are classified as restricted fund 
balance.  It is possible for non-general funds to be classified as restricted fund balance.  It is also 
possible for the non-general funds to have negative unassigned fund balance when non-
spendable amounts plus the restricted fund balances for specific purposes amounts exceed the 
positive fund balance for the non-general fund. 
 
Deferred Outflows/Inflows of Resources 
 
In addition to assets, the statement of financial position reports a separate section for deferred 
outflows of resources.  This separate financial statement element, deferred outflows of resources, 
represents a consumption of net position that applies to a future period(s) and so will not be 
recognized as an outflow of resources (expense/expenditure) until then.  The school has one item 
that qualifies for reporting in this category which is the deferred amount of pension reported in the 
government-wide statement of net position.   
 
In addition to liabilities, the statement of financial position reports a separate section for deferred 
inflows of resources. This separate financial statement element, deferred inflows of resources, 
represents an acquisition of net position that applies to a future period and so will not be 
recognized as an inflow of resources (revenue) until that time.  The School has one item that 
qualifies for reporting in this category which is the deferred amount of pension reported in the 
government-wide statement of net position.  A deferred amount of pension results from the 
difference in the expected and actual amounts of experience, earnings and contributions.  This 
amount is deferred and amortized over the service life of all employees that are provided with 
pensions through the pension plan.  However, earnings are amortized over 5 years. 
 
Revenue Sources 
 
Revenues for operations are received primarily from the District School Board of Polk County, 
Florida pursuant to the funding provisions included in the School’s charter.  In accordance with 
the funding provisions of the charter and Section 1002.33, Florida Statutes, the School reports 
the number of full-time equivalent (FTE) students and related data to the School Board.  The 
School Board receives a 5% administrative fee from the School, which is withheld from the 
respective FEFP payments.  The administrative expense is reflected as a general administration 
expense/expenditure in the accompanying statement of activities and statement of revenues, 
expenditures and changes in fund balances – governmental funds.  The administrative fee is 
calculated on the FEFP revenue up to 250 students. 
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Under provisions of Section 1011.62, Florida Statutes, the School Board reports the number of 
students and related data to the Florida Department of Education (FDOE) for funding through the 
Florida Education Finance Program (FEFP).  Funding for the School is adjusted during the year 
to reflect the revised calculations by the FDOE under the FEFP and the actual weighted full-time 
equivalent students reported by the School during the designated full-time equivalent student 
survey period.  The FDOE may also adjust subsequent fiscal period allocations based on an audit 
of the School’s compliance in determining and reporting FTE and related data.  Generally, such 
adjustments are treated as reductions or additions of revenues in the year when the adjustments 
are made.  
 
The basic amount of funding through the FEFP under Section 1011.62 is calculated based on (1) 
unweighted FTE, multiplied by (2) the cost factor for each program multiplied by (3) the base 
student allocation established by the Florida legislature.  Additional funds for exceptional students 
who do not have a matrix of services are provided through the guaranteed allocation designated 
in Section 1011.62(1)(e)2., Florida Statutes.  For the year ended June 30, 2018, the School 
reported 755.68 unweighted FTE. 
 
The School received additional funding under other federal and state grants.  This assistance is 
generally received based on applications submitted to various granting agencies.  For federal and 
state grants in which funding is awarded based on incurring eligible expenditures, revenue is 
recognized as the amount of eligible expenditures have been incurred.  
 
 
2  FAIR VALUE MEASUREMENTS 

 

Accounting principles generally accepted in the United States (GAAP) define fair value for an 
investment generally as the price an organization would receive upon selling the investment in an 
orderly transaction to an independent buyer in the principal or most advantageous market for the 
investment. The information available to measure fair value varies depending on the nature of 
each investment and its market or markets. Accordingly, GAAP recognizes a hierarchy of "inputs" 
an organization may use in determining or estimating fair value. The inputs are categorized into 
"levels'' that relate to the extent to which an input is objectively observable and the extent to which 
markets exist for identical or comparable investments.  In determining or estimating fair value, an 
organization is required to maximize the use of observable market data (to the extent available) 
and minimize the use of unobservable inputs. The hierarchy assigns the highest priority to 
unadjusted quoted prices in active markets for identical items (Level 1 inputs) and the lowest 
priority to unobservable inputs (Level 3 inputs). 
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The fair value hierarchy distinguishes between independent observable inputs and unobservable 
inputs used to measure fair value as follows: 
 

Level 1:  Quoted prices (unadjusted) in active markets for identical assets or liabilities that 
the reporting entity has the ability to access at the measurement date. 
 
Level 2:  Inputs other than quoted market prices included within Level 1 that are 
observable for an asset or liability, either directly or indirectly.   
 
Level 3:  Unobservable inputs for an asset or liability.  Level 3 inputs should be used to 
measure fair value to the extent that observable level 1 or 2 inputs are not available.   

 

The estimated fair value of the School’s pension liability and related deferred outflows and 

inflows determined using Level 3 inputs is based on information provided by the Auditor 

General. The estimated fair value of the School’s pensions and related deferred outflows 

and inflows using Level 3 inputs is determined by calculating the present value of the future 

distributions expected to be paid, using published life expectancy tables and discount 

rates ranging from approximately 2% to 4.3%. There were no changes in valuation 

techniques during the year. 

 

The carrying values of cash and cash equivalents, cash restricted for long-term purposes, 

and the note payable do not differ materially from reasonable estimates of fair value, as 

the terms of such instruments do not vary significantly from the assumptions that would be 

made in estimating fair value. 

 

Estimated fair value of certain assets and (liabilities) measured on a recurring basis at 
June 30, 2018, are as follows: 
 

  Level 1  Level 2  Level 3  Total 

Deferred outflows related 
to pension liability 

 
$ -   $ -  $ 1,460,504 $ 1,460,504 

Pension liability  -               -  -  (1,715,336)  (1,715,336) 
Deferred inflows related 
to pension liability 

 
-               -   (86,455)  (86,455) 

Total $ -            $ -  $ (341,287) $ (341,287) 

 
 
3 DUE FROM OTHER AGENCIES 
 
Due from other agencies included in the accompanying financial statements includes primarily 
approximately $22,000, $32,000 and $42,000 of capital outlay funds, Title I, and IDEA funds, 
respectively, due to the School.  Based on the sources of funds, management has evaluated the 
collectability and an allowance for doubtful accounts is not considered necessary. 
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4 CAPITAL ASSETS 
 
Capital asset activity for the year ended June 30, 2018 was as follows: 
 
 Beginning    Disposals &  Ending  Ending 

 Balance  Increases  Transfers  Balances Balance 

Capital assets:             
Leasehold improvements $ 804,136  $ -  $ -  $ 804,136   
Furniture, fixtures & equipment  576,888      -   -  576,888   
Vehicles  465,388   51,800      -  517,188   

  Total capital assets  1,846,412   51,800          -  1,898,212   

             
Accumulated depreciation:             
Leasehold improvements   (459,448)   (80,871)   -   (540,319)   
Furniture, fixtures, & equipment  (354,028)   (78,428)          -  (432,456)   
Vehicles  (96,526)   (91,930)        -  (188,456)   

  Total accumulated 
  depreciation  

 
(910,002)   (251,229) 

 
    - 

 
(1,161,231)   

             
Capital assets, net $      936,410  $ (199,429)  $ -  $ 736,981   

             
Depreciation expense:             
Pupil transportation       $ 86,781     
Facilities acquisition and construction    77,779     
Instructional        71,356     
Operation of plant        13,402     
School administration       1,911    

Total governmental activities   
 depreciation expense    

 
$ 251,229 
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5 LONG-TERM LIABILITIES 
 
During 2017, the School has entered into two note payables to acquire additional buses. The 
notes requires monthly principal and interest payments of $5,584 and $1,863, interest rates are 
4.8% annually with maturity dates of August 2021 and December 2021, respectively.  The notes 
are secured by the School’s buses. Total interest for 2017-18 was approximately $15,600. 
 
The following is a summary of changes in long-term liabilities for the year ended June 30, 2018:  
 

Balance outstanding at the beginning of year  $     342,911 
   Additions   - 
   Reductions   (79,549) 

Balance outstanding at the end of year  $ 263,362 

       

 Principal  Interest  Total  

Years ended June 30,          
          

2019 $ 78,184  $ 11,176  $ 89,360  

2020  82,020   7,340   89,360  

2021  86,045   3,315   89,360  
2022  17,113   222   17,335  

          
Total $ 263,362  $ 22,053  $ 285,415  

          

 
 
6  RETIREMENT PLANS  

 
The Florida Department of Management Services, Division of Retirement (“Division”), is part of 
the primary government of the state of Florida and is responsible for administering the Florida 
Retirement System Pension Plan and Other State-Administered Systems (“System”).  The School 
participates in two defined benefit plans administered by the Division.  The Division issued a 
publicly available, audited comprehensive annual financial report (CAFR) on behalf of the system 
that includes financial statements, notes and required supplementary information for each of the 
pension plans. Detailed information about the plans is provided in the CAFR, which is available 
online, or by contacting the Division.  
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Cost-Sharing Defined Benefit Plans 
 

 The Florida Retirement System (“FRS”) Pension Plan is a cost-sharing, multiple-employer 
qualified defined benefit pension plan with a Deferred Retirement Option Program 
(“DROP”) available for eligible employees.  The FRS was established and is administered 
in accordance with Chapter 121, Florida Statutes.  The Florida Legislature establishes 
and amends the contribution requirements and benefit terms of the FRS Pension Plan.  
Retirees receive a lifetime pension benefit with joint and survivor payment options.  FRS 
membership is compulsory for employees filling regularly established positions in a state 
agency, county agency, state university, state community college, or district school board, 
unless restricted from FRS membership under sections 121.053 and 121.122, Florida 
Statutes, or allowed to participate in a nonintegrated defined contribution plan in lieu of 
FRS membership. Participation by cities, municipalities, special districts, charter schools 
and metropolitan planning organizations is optional.  

 

 The Retiree Health Insurance Subsidy (“HIS”) Program is a cost-sharing, multiple-
employer defined benefit pension plan established and administered in accordance with 
section 112.363, Florida Statutes.  The Florida Legislature establishes and amends the 
contribution requirements and benefit terms of the HIS Program.  The benefit is a monthly 
payment to assist retirees of the state-administered retirement systems in paying their 
health insurance costs.  For the fiscal year ended June 30, 2017, eligible retirees and 
beneficiaries received a monthly HIS payment equal to the number of years of service 
credited at retirement multiplied by $5.  The minimum payment is $30 and the maximum 
payment is $150 per month, pursuant to section 112.363, Florida Statutes.  To be eligible 
to receive a HIS benefit, a retiree under one of the state-administered retirement systems 
must provide proof of eligible health insurance coverage, which may include Medicare.  

 
Employer Contributions  
 
Employee contributions required pursuant to section 121.71(3), Florida Statutes, are accounted 
for by the FRS as employer-paid employee contributions and are treated as employer 
contributions under 26 U.S.C. s. 414(h)(2) allowing these contributions to be deducted on a pre-
tax basis. Pension expense reported in the pension allocation schedules is reduced by these 
amounts.  
 
Total employer contributions are determined on a uniform basis (blended rate) as required by Part 
III of Chapter 121, Florida Statutes. Employer contributions reflected in the financial statements 
and in the pension allocation schedules for the cost-sharing defined benefit plans represent 
contributions specific to each defined benefit plan and do not equal total blended contributions 
remitted by the employer.  
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Contribution rates were as follows:  
 

  Percent of Gross Salary 

Class or Plan  Employee  Employer 

Regular class  3%  5.8% 

Senior management  3%  20.11% 

Drop  N/A  11.33% 
 

Actuarial Methods and Assumptions  
 
The Florida Retirement System (FRS) Actuarial Assumption Conference is responsible for setting 
the assumptions used in the funding valuations of the defined benefit pension plan pursuant to 
section 216.136(10), Florida Statutes.  The Division determines the assumptions in the valuations 
for GASB 67 reporting purposes. The FRS Pension Plan’s GASB 67 valuation is performed 
annually. The HIS Program has a valuation performed biennially that is updated for GASB 
reporting in the year a valuation is not performed. The most recent experience study for the FRS 
Pension Plan was completed in 2014 for the period July 1, 2008, through June 30, 2013. Because 
the HIS Program is funded on a pay-as-you-go basis, no experience study has been completed 
for that program. The actuarial assumptions that determined the total pension liability for the HIS 
Program were based on certain results of the most recent experience study for the FRS Pension 
Plan.  
 
The total pension liability for each cost-sharing defined benefit plan was determined using the 
individual entry age actuarial cost method. Inflation increases for both plans is assumed at 2.60%. 
Payroll growth, including inflation, for both plans is assumed at 3.25%. Both the discount rate and 
the long-term expected rate of return used for FRS Pension Plan investments is 7.10%.  The 
plan’s fiduciary net position was projected to be available to make all projected future benefit 
payments of current active and inactive employees.  Therefore, the discount rate for calculating 
the total pension liability is equal to the long-term expected rate of return.  
 
Because the HIS Program uses a pay-as-you-go funding structure, a municipal bond rate of 
3.58% was used to determine the total pension liability for the program (Bond Buyer General 
Obligation 20-Bond Municipal Bond Index). Mortality assumptions for both plans were based on 
the Generational RP-2000 with Projection Scale BB tables (refer to the valuation reports for more 
information – see Note 5).  
 
The following changes in actuarial assumptions occurred in 2017:  
 

 FRS:  The long-term expected rate of return was decreased from 7.60% to 7.10%, and 
the active member mortality assumption was updated.  

 HIS:  The municipal rate used to determine total pension liability was increased from 
2.85% to 3.58%. 
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The following tables demonstrate the sensitivity of the net pension liability to changes in the 
discount rate.  The sensitivity analysis shows the impact to the collective net pension liability of 
the participating employers if the discount rate was 1.00% higher or 1.00% lower than the current 
discount rate at June 30, 2017.  

 
School’s Proportionate Share of FRS  School’s Proportionate Share of HIS 

Net Pension Liability  Net Pension Liability 

1%  
Decrease 

Current 
Discount  

Rate 
1% 

 Increase  
1% 

 Decrease 

Current 
Discount  

Rate 
1% 

 Increase 

6.10% 
 

7.10% 8.10%  2.58% 3.58% 4.58% 

$ 2,034,101 $ 1,123,850 $ 368,134  $ 674,964 $ 591,486 $ 521,953 
 
The Pension Plan’s Fiduciary Net Position 
 
The components of the collective net position liability of the participating employers for each 
defined benefit plan for the measurement date of June 30, 2017 are shown below (in 
thousands): 
 
  FRS  HIS 

       

Total pension liability  $ 183,632,592  $ 10,870,772 

Plan fiduciary net position   (154,053,263)   (178,311) 

 Net pension liability  $ 29,579,329  $ 10,692,461 

       

Plan fiduciary net position as a percentage       

  Of the total pension liability   83.89%   1.64% 
 
The total pension liability for the FRS was determined by the plan’s actuary and reported in the 
plan’s GASB 67 valuation as of June 30, 2017.  The fiduciary net position used by the actuary to 
determine the net pension liability (as shown above) was determined on the same basis used by 
the plan. The fiduciary net position is reported in the financial statements and the net pension 
liability is disclosed in the notes to the financial statements. Update procedures were not used.  
 
The HIS actuarial valuation was prepared as of July 1, 2016, and update procedures were used 
to determine liabilities as of June 30, 2017. The fiduciary net position used by the actuary to 
determine the net pension liability (as shown above) was determined on the same basis used by 
the plan.  The fiduciary net position is reported in the financial statements and the net pension 
liability is disclosed in the notes to the financial statements.  
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions:   
 
At June 30, 2018, the School reported a liability of $1,123,850 for its proportionate share of the 
Plan’s net pension liability.  The net pension liability was measured as of June 30, 2017, and the 
total pension liability used to calculate the net pension liability was determined by an actuarial 
valuation as of July 1, 2017.  The School’s proportionate share of the net pension liability was 
based on the School’s 2016-17 fiscal year contributions relative to the 2015-16 fiscal year 
contributions of all participating members.   
 
 
The School’s proportions are as follows:  
 

  FRS  HIS 

     
June 30, 2018  .003799%  .005531% 
June 30, 2017  .002080%  .003152% 

     
Change  .001719%  .002379% 

 
In accordance with GASB 68, paragraphs 54 and 71, changes in the School’s proportionate share 
of the net pension liability are recognized in pension expense in the current measurement period, 
except as indicated below.  For each of the following, a portion is recognized in pension expense 
in the current reporting period, and the balance is amortized as deferred outflows or deferred 
inflows of resources using a systematic and rational method over a closed period, as defined 
below:  
 

 Differences between expected and actual experience with regard to economic and 
demographic factors – amortized over the average expected remaining service life of all 
employees that are provided with pensions through the pension plan (active and inactive 
employees).  

 Changes of assumptions or other inputs – amortized over the average expected remaining 
service life of all employees that are provided with pensions through the pension plan 
(active and inactive employees).  

 Changes in proportion and differences between contributions and proportionate share of 
contributions amortized over the average expected remaining service life of all employees 
that are provided with pensions through the pension plan (active and inactive employees)  

 Differences between expected and actual earnings on pension plan investments – 
amortized over five years. 
  

Employer contributions to the pension plans from the School’s employers are not included in 
collective pension expense; however, employee contributions are used to reduce pension 
expense. The average expected remaining service life of all employees provided with pensions 
through the pension plans at June 30, 2017, was 6.4 years for FRS and 7.2 years for HIS.  
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At June 30, 2018, the School reported deferred outflows of resources and deferred inflow of 
resources related to the pensions from the following sources: 
 

  FRS 

  Deferred 
Outflows 

 Deferred 
Inflows 

Description 
 of 

Resources 
 of Resources 

Differences between expected and actual 
experience 

 
$       103,142  $           6,225 

     
Change of assumptions  377,693                    - 
     
Net difference between projected and actual 

earnings on FRS pension plan investments 
 

-   -  
     
Employer specific amounts due to change in 

employer proportion 
 

389,257  27,852 
     
School FRS contributions subsequent to the 

measurement date 
 

110,126                 - 

Total 
 

$    980,218              $        34,077      

 
 

  HIS 

  Deferred 
Outflows 

 Deferred 
Inflows 

Description 
 of 

Resources 
 of Resources 

Differences between expected and actual 
experience 

 
$               -  

 
$          1,232 

     
Change of assumptions  83,143  51,146   
     
Net difference between projected and actual 

earnings on HIS pension plan investments 
 

328  -  
     
Employer specific amounts due to change in 

employer proportion 
 

365,939  -  
     
School HIS contributions subsequent to the 

measurement date 
 

30,876                 - 

Total 
 

$     480,286  $        52,378 
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Deferred outflows of resources related to employer contributions paid subsequent to the 
measurement date and prior to the employer’s fiscal year end will be recognized as a reduction 
of the net pension liability in the subsequent reporting period.  Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pension expense will be 
recognized as follows:  
 

Measurement period ending June 30,  FRS Expense  HIS Expense 

2018  $ 109,121  $ 123,791 

2019   290,037   122,983 

2020   202,794   122,602 

2021   41,436   91,917 

2022   140,144   36,248 

Thereafter   52,483   (100,479) 

       

Total  $ 836,015  $ 397,032 

 
 
7 SCHEDULE OF STATE AND LOCAL REVENUE SOURCES 
 
The following is a schedule of state and local revenue sources: 
 
District School Board of Polk County, Florida:    
   Florida Education Finance Program  $ 3,102,979 
   Class size reduction   668,064 
   Supplemental academic instruction   195,221 
   Discretionary millage funds   185,993 
   Discretionary tax equalization   173,632 
   Local improvement capital revenue   157,216 
   Student transportation   147,972 
   ESE guaranteed allocation      97,762 
   Instructional materials   59,580 
   Capital outlay   52,464 
   Reading allocation   29,919 
   Other state revenue   16,800 
   Digital classroom allocation   15,451 
   Safe School   13,892 
   Additional allocation   1,533 
   Discretionary lottery funds   1,213 
   Proration of funds   (517) 

       Total 
 

$ 4,919,174 

 
The administrative fee paid to the School Board during the year ended June 30, 2018 totaled 
approximately $78,000, which is reflected as a general administration expense/expenditure in the 
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accompanying statement of activities and statement of revenues, expenditures and changes in 
fund balances – governmental funds.  
 
 
8 RISK MANAGEMENT PROGRAM 
 
Workers’ compensation coverage, health and hospitalization, general liability, professional liability 
and property coverage are being provided through purchased commercial insurance with 
minimum deductibles for each line of coverage.  Settled claims resulting from these risks have 
not historically exceeded commercial coverage. 
 
 
9 COMMITMENTS AND CONTINGENT LIABILITIES 
 
Grants 
 
The School participates in state and federal grant programs, which are governed by various rules 
and regulations of the grantor agencies.  Cost charged to the respective grant programs are 
subject to audit and adjustment by the grantor agencies; therefore, to the extent that the School 
has not complied with the rules and regulations governing the grants, refunds of any money 
received may be required and the collectability of any related receivable at year end may be 
impaired. Management believes there are no significant contingent liabilities relating to 
compliance with the rules and regulations governing the respective grants; therefore, no provision 
has been recorded in the accompanying financial statements for such contingencies.  
 
Legal matters 
 
In the normal course of conducting its operations, the School occasionally becomes party to 
various legal actions and proceedings.  In the opinion of management, the ultimate resolution of 
such legal matters will not have a significant adverse effect on the accompanying financial 
statements.  
 
Lease commitments 
 
The School leases its instruction and administrative facilities under operating leases.  The leases 
contain varying renewal options and require the School to pay insurance and other costs.  The 
Schools various facility leases are as follows:  
 

In June 2016, the School entered into a 4-year lease renewal agreement for its educational 
facility.  The lease provides for a variable rate of 3% annual increase. Future lease 
commitments are as follows excluding insurance and other costs. 
 

Fiscal Year   
2019 $ 314,701 
2020  324,238 

Total $ 638,939 
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In May 2016, the School entered into a 5-year lease agreement for an additional education 
facility for a School operating under the same charter. Commencing August 2016, the lease 
provides for a variable rate of 3% annual increase; with an option to renew for one term of five 
years. Future lease commitments are as follows excluding insurance and other costs; 
 

Fiscal Year   
2019 $ 339,488 
2020  349,673 
2021  360,163 

Total $ 1,049,324 

 
In June 2016, the School entered into a 5-year lease agreement for a administrative office 
of the School. Commencing July 2016 the lease provides for a variable rate of 3% annual 
increase. Future lease commitments are as follows excluding insurance and other costs; 

 
Fiscal Year   

2019 $ 73,044 
2020  74,870 
2021  76,741 

Total $ 224,655 

 
Total lease expense in connection with the facility leases amounted to approximately $932,000 
for fiscal 2018.  
 
 
10 INCOME TAXES 
 

 The School qualifies as a tax-exempt organization under Internal Revenue Code Section 
501(c)(3), and is therefore, exempt from income taxes.  Accordingly, no tax provision has been 
made in the accompanying financial statements.  Additionally, no uncertain tax positions have 
been made requiring disclosure in the related notes to the financial statements.  The School’s 
income tax returns for the past three years, 2016, 2015 and 2014, are subject to examination by 
tax authorities, and may change upon examination. 

 
 

11  SUBSEQUENT EVENTS 
  

In accordance with GASB Codification Section 2250.106, the School has evaluated subsequent 
events and transactions for potential recognition or disclosure through September 26, 2018 which 
is the date the financial statements were available be issued. 
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Budgetary Comparison Schedule - General Fund

For the Year Ended June 30, 2018

Original Final Actual Variance

REVENUES

State and local sources 6,724,651$   4,682,226$   4,709,493$   27,267$        

Contributions and other revenue 82,300          45,300          71,178          25,878          

Total revenues 6,806,951     4,727,526     4,780,671     53,145          

EXPENDITURES

Current:

Instruction 2,431,218     723,370        699,836        (23,534)        

Pupil personnel services 1,076,582     986,297        821,566        (164,731)      

Curriculum development 256,773        -               142,568        142,568        

Instructional staff training 6,000            -               1,648            1,648            

Board 25,200          25,200          17,087          (8,113)          

General administration 79,266          -               77,612          77,612          

School administration 1,555,649     1,159,042     1,208,365     49,323          
Facilities acquisition and construction 180,000        30,000          -               (30,000)        

Fiscal services 69,900          69,900          64,173          (5,727)          

Food services 9,500            9,500            -               (9,500)          

Central services 100,500        100,500        93,911          (6,589)          

Pupil transportation 325,434        235,182        200,639        (34,543)        

Operation of plant 907,130        1,022,840     1,046,724     23,884          

Community services 8,000            6,000            6,715            715               

Total expenditures 7,031,152     4,367,831     4,380,844     13,013          

Net changes in fund balances (224,201)      359,695        399,827        40,132          

Other financing sources (uses)

Operating transfer out (89,700)        (89,700)        (146,744)      (57,044)        

Total other financing sources- (uses) (89,700)        (89,700)        (146,744)      (57,044)        

Net changes in fund balances (313,901)      269,995        253,083        (16,912)        

Fund balances at beginning of year 977,977        977,977        977,977        -               

Fund balances at end of year 664,076$      1,247,972$   1,231,060$   (16,912)$      

Budgeted Amounts

See Independent Auditor's Report
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2018 2017 2016 2015

School’s proportion of the FRS net pension liability

(asset)
0.0038% 0.0021% 0.0018% 0.00005%

School’s proportionate share of the FRS net

pension liability (asset)
 $ 1,123,850  $    525,208  $    234,550  $      31,251 

School’s covered-employee payroll  $ 1,820,351  $ 1,762,165  $    962,273  $    729,934 

School’s proportionate share if the FRS net pension

liability (asset) as a percentage of its covered-

employee payroll

61.74% 29.80% 24.37% 4.28%

FRS Plan fiduciary net position as a percentage of

the total pension liability
65.52% 58.84% 47.08% 31.59%

2018 2017 2016 2015

Contractually required FRS contribution  $    110,125  $      98,909  $      50,725  $      44,075 

FRS contribution in relation to the contractually 

required FRS contribution
      (110,125)         (98,909)         (50,725)         (44,075)

HIS contribution deficiency (excess)  $              -    $              -    $              -    $              -   

School’s covered employee payroll  $ 1,820,351  $ 1,762,165  $    962,273  $    729,934 

FRS contribution as a percentage of covered-  

employee payroll
6.05% 5.61% 5.27% 6.04%

Schedule of School Contributions

Florida Retirement System Pension Plan

(continued)

Required Supplementary Information

 

Schedule of the School's Proportionate Share of the Net Pension Liability-

Florida Retirement System Pension Plan

See Independent Auditor's Report
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2018 2017 2016 2015

School’s proportion of the HIS net pension liability

(asset)
0.00553% 0.00315% 0.00258% 0.00720%

School’s proportionate share of the HIS net

pension liability (asset)
 $     591,486  $    367,373  $    263,613  $      67,665 

School’s covered-employee payroll 1820351  $ 1,762,165  $    962,273  $    729,934 

School’s proportionate share if the HIS net pension 

liability (asset) as a percentage of its covered-

employee payroll

32.49% 20.85% 27.39% 9.27%

HIS Plan fiduciary net position as a percentage of

the total pension liability
34.48% 41.16% 52.92% 68.41%

2018 2017 2016 2015

Contractually required HIS contribution  $       30,876  $      29,276  $      16,157  $        9,920 

HIS contribution in relation to the contractually 

required HIS contribution
        (30,876)         (29,276)         (16,157)           (9,920)

HIS contribution deficiency (excess)  $              -    $              -    $              -    $              -   

School’s covered employee payroll  $  1,820,351  $ 1,762,165  $    962,273  $    729,934 

HIS contribution as a percentage of covered-  

employee payroll
1.70% 1.66% 1.68% 1.36%

Schedule of School Contributions

Health Insurance Subsidy Pension Plan

Health Insurance Subsidy Pension Plan

Required Supplementary Information

(continued)

 

Schedule of the School's Proportionate Share of the Net Pension Liability-

See Independent Auditor's Report.
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1 BUDGETARY BASIS OF ACCOUNTING 
 

Budgets are presented on the modified accrual basis of accounting. During the fiscal year, 
expenditures were controlled at the object level (e.g., salaries and benefits, purchased services, 
materials and supplies and capital outlay) within each activity (e.g. Instruction, pupil personnel 
services and school administration). Budgets may be amended by resolution at any Board 
meeting prior to the date for the annual report. 
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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 of New Beginnings High School, Inc.,  
A Charter School and Component Unit of the District  
School Board of Polk County, 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 New Beginnings High School, Inc., a Charter School and Component Unit of the 
District School Board of Polk County, 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 26, 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 School’s 
internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or, significant deficiencies.  Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be a material weakness.  
However, additional 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 instances of noncompliance 
or other matters that are required to be reported under Government Auditing Standards. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the entity’s internal control or on compliance.  This report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 

McCrady & Associates, PLLC 
 
Altamonte Springs, Florida 
September 26, 2018

http://www.mccradyandassociates.com/
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Rules of the Auditor General,  

Chapter 10.850, Audits of Charter Schools 
and Similar Entities 
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Management Letter as Required by Rules of the Florida Auditor General,  

Chapter 10.850, Florida Statutes, Charter School Audits 
 

To the Board of Directors of New Beginnings High School, Inc.,  
a Charter School and Component Unit of the District  
School Board of Polk County, Florida 
 
Report on the Financial Statements 

We have audited the financial statements of New Beginnings High School, Inc. (the “School”) as 
of and for the fiscal year ended June 30, 2018, and have issued our report thereon dated 
September 26, 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 Reporting Requirements 

We have issued our Independent Auditor’s Report on Internal Control over Financial Reporting 
and Compliance and Other Matters Based on an Audit of the Financial Statements Performed in 
Accordance with Government Auditing Standards. Disclosures in that report, if applicable, which 
is dated, September 26, 2018, should be considered in conjunction with this management letter. 

Prior Audit Findings 

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

Official Title 

Section 10.854(1)(e)5. Rules of the Auditor General, requires the name or official title of the entity 
be disclosed in this management letter. The official title of the entity is New Beginnings High 
School, Inc.        

Financial Condition and Management  

Sections 10.854(1)(e)2., and 10.855(11). Rules of the Auditor General, require us to apply 
appropriate procedures and communicate whether or not the School has met one or more of the 
conditions described in Section 218.503(1), Florida Statutes, and to identify the specific 
condition(s) met. In connection with our audit, we determined that the School did not meet any of 
the conditions described in Section 218.503(1), Florida Statutes.  
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Pursuant to Sections 10.854(1)(e)6.a. and 10.855(12), Rules of the Auditor General, we applied  
financial condition assessment procedures for the School. It is management’s responsibility to 
monitor the School’s financial condition, and our financial condition assessment was based in part 
on representations made by management and the review of financial information provided by 
same.  

Section 10.854(1)(e)3., Rules of the Auditor General, requires that we communicate any 
recommendations to improve financial management. In connection with our audit, we did not have 
any such recommendations. 

Transparency 

Sections 10.854(1)(e)7. and 10.855(13), Rules of the Auditor General, require us to apply 
appropriate procedures and communicate the results of our determination as to whether the 
School maintains on its 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.  

Additional Matters 

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 
note any such findings. 

Purpose of this Letter 

Our management letter is intended solely for the information and use of the Legislative Auditing 
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida 
Auditor General, Federal and other granting agencies, the Board of Directors, applicable 
management, and Polk County School Board and is not intended to be and should not be used 
by anyone other than these specified parties.  

 

 McCrady & Associates, PLLC 
 
Altamonte Springs, Florida 
September 26, 2018 
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