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(ﬂ*‘ Gregory, Sharer & Stuart, P.A.

Certified Public Accountants and Business Consultants

Independent Auditor’s Report

Board of Directors

The Pepin Academies, Inc.
d/b/a Pepin Transitional School
Tampa, Florida

Report On The Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major fund of The Pepin
Academies, Inc. d/b/a Pepin Transitional School (Charter School), a component unit of the Hillsborough County District School
Board, as of and for the year ended June 30, 2013, and the related notes to the financial statements, which collectively comprise
the Charter 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.
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 of The Pepin Academies, Inc. d/b/a Pepin Transitional School, as of June 30,
2013, 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.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion and Analysis
on pages 6 through 9 and the Budgetary Comparison Schedules on pages 24 through 26 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 27, 2013 on our consideration
of The Pepin Academies, Inc. d/b/a Pepin Transitional 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 Pepin Academies, Inc. d/b/a Pepin
Transitional School’s internal control over financial reporting and compliance.

Gregory, Sharer & Stuart, P.A.
“‘MSLN-‘ &M' ?'A-'

St. Petersburg, Florida
September 27, 2013
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The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board
Management’s Discussion And Analysis

June 30, 2013

The following pages represent Management’s Discussion and Analysis (MD&A) of The Pepin Academies, Inc. d/b/a Pepin
Transitional School (Pepin). It depicts and reviews the financial picture and activities of Pepin as of and for the year ended
June 30, 2013.

The intent of this MD&A is to present a picture and assessment of Pepin’s financial performance in an effort to more clearly
demonstrate to readers the results of this year’s financial operations. Readers should review this MD&A along with the basic
financial statements and the notes to the basic financial statements.

Using The Financial Statements

This financial report consists of three parts - management’s discussion and analysis (this section), the basic financial
statements, and required supplementary information. The basic financial statements include two kinds of statements that
present different views of Pepin:

e The first two statements are government-wide financial statements that provide information about Pepin’s overall
financial status.

e The remaining statements are fund financial statements that focus on individual parts of Pepin, reporting Pepin’s
operations in more detail than the government-wide statements.

The notes to the financial statements explain some of the information in the financial statements and provide more detail.
The statements are followed by a section of required supplementary information that further explains and supports the
information in the financial statements.

This document also includes the independent auditors’ report on compliance and internal control required by Government
Auditing Standards, as well as the management letter required by the Rules of the Florida Auditor General.

Government-Wide Financial Statements —

The government-wide financial statements report information about Pepin as a whole using accounting methods similar
to those used by the private sector. The statement of net position includes all of Pepin’s assets and liabilities. All of the
current year’s revenues and expenses are accounted for in the statement of activities, regardless of when cash is received
or paid.

The two government-wide financial statements report Pepin’s net position and how it has changed. Net position - the
difference between Pepin’s assets and liabilities — is one way to measure Pepin’s financial position. Over time, increases
or decreases in Pepin’s net position are an indicator of whether Pepin’s financial position is improving or deteriorating.
To assess the overall financial position of Pepin, one needs to consider additional nonfinancial factors such as changes in
Pepin’s student base funding level.

Fund Financial Statements —

The fund financial statements provide more detailed information about Pepin’s most significant funds, not Pepin as a
whole. A fund is a self-balancing set of accounts which Pepin uses to keep track of sources of funding and spending.

Pepin’s basic services are included in governmental funds, which focus on (1) how cash and other financial assets that
can readily be converted to cash flow in and out and (2) the balances left at year end that are available for spending.
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The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board
Management’s Discussion And Analysis

June 30, 2013

Financial Highlights
e The year ended June 30, 2013 was Pepin’s seventh year of operations.

e  Net position increased $10,611 from $378,243 at June 30, 2012 to $388,854 at June 30, 2013. The net increase is
composed of the following:

Increase
(Decrease)
Net position invested in capital assets $ (4,665)
Unrestricted net position 15,276
$ 10,611

The decrease in Net position Invested in Capital Assets resulted from $4,665 of depreciation expense.

The net increase in Unrestricted Net Position resulted from operating activities the significant elements of which are
described below.

e Total assets increased $1,998 from $407,060 at June 30, 2012 to $409,058 at June 30, 2013. The net increase is
attributable to the following:

Increase
(Decrease)
Cash $ (73.,457)
Accounts receivable, related entities 80,140
Other assets (20)
Capital assets, net of accumulated depreciation (4,665)
$ 1,998

The decrease in Capital Assets resulted from $4,665 of depreciation expense. Other changes resulted from ordinary
operations as discussed below.

e Total liabilities decreased $8,613 from $28,817 at June 30, 2012 to $20,204 at June 30, 2013. The net decrease is
attributable to the following:

Increase
(Decrease)
Accounts payable, other $ 1,810
Accrued payroll (10,423)
$ (8,613)
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The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board
Management’s Discussion And Analysis

June 30, 2013

Total revenues were $1,153,153 for the year ended June 30, 2013, a net increase of $150,082 from total revenues of
$1,003,071 for the year ended June 30, 2012, and consisted of the following:

Federal sources passed through local school district $ 46,699
State and local sources 817,365
Contributions and other revenue 289,089

$ 1,153,153

State and local sources revenues were based on the student population and the proportion of the student population
entitled to ESE Guaranteed Allocation. The total weighted FTE was 68.8500 for the 2012/2013 school year, a decrease
of .8500 from the 2011/2012 school year. The ESE Guaranteed Allocation FTE population was 67.5000 students for the
2012/2013 school year, a decrease of .2000 from the 2011/2012 school year.

Contributions and other revenue for the year ended June 30, 2013 consisted of $4,468 student-paid lunches, $101,927
community service child care and camp fees, plus miscellaneous donations and other revenue of $182,694.

Pepin anticipates increased state and local sources revenue during the 2013/2014 school year due to increased FEFP
rates. Pepin anticipates no substantive change in enrollment. Contributions and other revenues will likely decrease.

General Fund expenditures were $929,400 for the year ended June 30, 2013, a decrease of $17,642 from the year ended
June 30, 2012 and consisted of the following:

Instruction and pupil personnel services $ 457,283
School administration 256,226
Facilities acquisition and construction 1,197
Fiscal services 5,512
Food service 12,514
Transportation 10,556
Operation and maintenance of plant 64,422
Community service 121,690

$ 929,400

The costs are proportionate to the level of costs incurred in serving Pepin’s student population. The above costs are
expected to increase in the 2013/2014 school year in proportion to inflation.

Capital Outlay Funding received from the State was $24,160 in the 2012/2013 school year. This amount was used in

total to fund Debt Service Fund expenses of $55,383. An additional $31,223 was transferred from the General Fund to
the Debt Service Fund to cover the excess of debt service expense over capital outlay revenue received.
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The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board
Management’s Discussion And Analysis

June 30, 2013

General Fund Budget Comparison

Pepin’s budget was prepared prior to the start of the 2012/2013 school year and was revised several times during the school
year to reflect revenue decreases and under budgeted costs of providing services to students. The net variance from the final
General Fund budget was $13,683 positive and was a consequence of the following general factors:

Positive

(Negative)

Variance
Revenue impact of FTE and student population mix variance from budget $ (1,264)
Actual contribution and fund raising event revenue lower than amount budgeted (13,197)
Lower than anticipated costs of providing services to students 27,715
Lower than anticipated administration, fiscal services, and plant operation costs 1,723
Excess of revenue over debt service principal earmarked for debt service (1,294)
$ 13,683

Capital Assets

No capital assets were acquired during the 2012/2013 school year with cost greater than Pepin’s minimum capitalization
threshold ($750). Depreciation expense in the government-wide financial statements was calculated utilizing the straight-line
method and useful life of five years for furniture, fixtures, and classroom equipment. Total depreciation expense for the year
ended June 30, 2013 was $4,665.

At June 30, 2013 capital assets consist of:

Furniture, fixtures, and classroom equipment $ 45,010
Accumulated depreciation (39,755)
Total capital assets, net of depreciation $ 5,255

Economic Factors And Next Year’s Budget

The 2012/2013 school year was Pepin’s seventh year of operations. It was a very successful year educationally but
somewhat challenging financially. Pepin had originally budgeted $1,001,346 of General Fund revenue, but due to enrolling
fewer FTE’s than expected the final budgeted revenues were lowered to $990,360.

Pepin did not anticipate the decrease in FTE’s. As a consequence Pepin did not achieve its initial budgeted increase in fund
balance of $98,389 ultimately realizing a net increase of $15,276.

Pepin is very confident that it has the staff and other resources in place to effectively manage the school and plan to
capitalize on its proven ability to effectively serve its students at the highest level.

Pepin serves a population of students on a full-time basis with a wide range of learning disabilities. Because of this
population, each student at Pepin has an IEP (Individual Education Plan). The level of funding for each student at Pepin is
determined by the need or level of service each individual child requires. A representative from the School District of
Hillsborough County, Pepin staff, and each student’s parent(s) or guardian(s) determines these levels jointly.

Page 9
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The Pepin Academies, Inc. d/b/a Pepin Transitional School
A Charter School And Component Unit Of The Hillsborough County District School Board

Statement Of Net Position

June 30, 2013
Governmental
Activities
Assets
Cash $ 75,785
Accounts Receivable, Related Entities 328,016
Other Assets 2
Capital Assets
Furniture, fixtures, and classroom equipment 45,010
Accumulated depreciation (39,755)
Total Capital Assets, Net of Depreciation 5,255
Total Assets $ 409,058
Liabilities And Net Position
Liabilities
Accounts payable $ 2,026
Accrued payroll 18,178
Total Liabilities 20,204
Net Position
Invested in capital assets 5,255
Unrestricted 383,599
Total Net Position 388,854
Total Liabilities And Net Position $ 409,058
See accompanying notes. Page 11



The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board
Statement Of Activities

Year Ended June 30, 2013

Net Revenue
(Expense) and

Change in
Operating Capital Net Position -
Charges Grants and Grants and Governmental
Expenses for Services Contributions Contributions Activities
Governmental Activities
Instruction $ 436,161 $ - $ - $ - $ (436,161)
Pupil personnel services 66,819 - - - (66,819)
Instructional media services 640 - - - (640)
Instructional staff training 3,767 - - - (3,767)
School district administration fee 16,294 - - - (16,294)
School administration 241,192 - - - (241,192)
Facilities acquisition and construction 1,197 - - - (1,197)
Fiscal services 5,512 - - - (5,512)
Food service 16,982 4,468 - - (12,514)
Transportation 10,556 - - - (10,556)
Operation of plant 61,977 - - - (61,977)
Maintenance of plant 2,445 - - - (2,445)
Community services 223,617 101,927 - - (121,690)
Debt service interest 55,383 - - - (55,383)
Total Primary Government $ 1,142,542 $ 106,395 $ - $ - (1,036,147)
General Revenues
Federal sources passed through
local school district 46,699
State and local sources 817,365
Contributions and other revenue 182,694
Total General Revenues 1,046,758
Change in Net Position 10,611
Net Position At Beginning Of Year 378,243
Net Position At End Of Year $ 388,854

See accompanying notes. Page 12



The Pepin Academies, Inc. d/b/a Pepin Transitional School
A Charter School And Component Unit Of The Hillsborough County District School Board

Balance Sheet - Government Funds
June 30, 2013

Assets

Cash
Accounts Receivable, Related Entities
Other Assets

Total Assets
Liabilities And Fund Balance

Liabilities
Accounts payable
Accrued payroll
Total Liabilities

Fund Balance
Unassigned
Total Fund Balance

Total Liabilities and Fund Balance

See accompanying notes.

Governmental
Funds

$ 75,785
328,016
2
$ 403,803
$ 2,026
18,178
20,204
383,599
383,599
$ 403,803
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The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board
Reconciliation Of The Governmental Funds Balance Sheet To The Statement Of Net Position
June 30, 2013

Total Fund Balance - Governmental Funds

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 in the Governmental Funds

Total Net Position - Statement of Net Position

See accompanying notes.

$

$

383,599

5,255

388,854
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The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board
Statement Of Revenues, Expenditures, And Change In Fund Balances - Governmental Funds
Year Ended June 30, 2013

Special Debt Total
General Revenue Service Governmental
Fund Fund Fund Funds
Revenues
Federal sources passed
through local school district $ - $ 46,699 - $ 46,699
State and local sources 793,205 - 24,160 817,365
Contributions and other revenue 182,694 - - 182,694
Total Revenues 975,899 46,699 24,160 1,046,758
Expenditures
Instruction 386,057 46,699 - 432,756
Pupil personnel services 66,819 - - 66,819
Instructional media services 640 - - 640
Instructional staff training 3,767 - - 3,767
School district administration fee 16,294 - - 16,294
School administration 239,932 - - 239,932
Facilities acquisition and construction 1,197 - - 1,197
Fiscal services 5,512 - - 5,512
Food service 12,514 - - 12,514
Transportation 10,556 - - 10,556
Operation of plant 61,977 - - 61,977
Maintenance of plant 2,445 - - 2,445
Community services 121,690 - - 121,690
Debt service interest - - 55,383 55,383
Total Expenditures 929,400 46,699 55,383 1,031,482
Other Financing Sources (Uses)
Transfers in - - 31,223 31,223
Transfers out (31,223) - - (31,223)
Net Other Financing Sources (Uses) (31,223) - 31,223 -
Net Change in Fund Balances 15,276 - - 15,276
Fund Balances At Beginning Of Year 368,323 - - 368,323
Fund Balances At End Of Year $ 383,599 $ - - $ 383,599
See accompanying notes. Page 15



The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board
Reconciliation Of The Statement Of Revenues, Expenditures

And Change In Fund Balances Of The Governmental Funds To The Statement Of Activities
June 30, 2013

Net Change in Fund Balances - Governmental Funds $ 15,276
Amounts reported for governmental activities in the Statement of Activities are different because:

Depreciation expense reported in the Statement of Activities is not reported as an expenditure in the
Statement of Revenues, Expenditures and Change in Fund Balances - Governmental Funds (4,665)

Change in Net Position - Statement of Activities $ 10,611

See accompanying notes. Page 16



The Pepin Academies, Inc. d/b/a Pepin Transitional School
A Charter School And Component Unit Of The Hillsborough County District School Board

Notes To Basic Financial Statements
June 30, 2013

Note A - Reporting Entity

The Pepin Academies, Inc. (Academies) is a not-for-profit
corporation formed under the laws of the state of Florida
on April 20, 1999. Academies operates four charter
schools, one of which is Pepin Transitional School (Charter
School). The governing body of the Academies is the not-
for-profit corporation board of directors composed of no
less than three members.

The general operating authority for the Charter School is
contained in Section 228.056, Florida Statutes. The Charter
School operates under a charter of the sponsoring school
district, the Hillsborough County District School Board
(District). The Charter School’s current charter is effective
until June 30, 2013. The charter may be renewed at the end
of the contract term provided that the program review
demonstrates that the Charter School's purpose has been
successfully accomplished. At the end of the term of the
charter, the District may choose not to renew the charter
under grounds specified in the charter, in which case the
District is required to notify the Charter School in writing
at least 90 days prior to such action. During the term of the
charter, the District may also terminate the charter if good
cause is shown. In the event of termination of the charter,
any property purchased by the Charter School with public
funds and any unencumbered public funds revert back to
the District. The Charter School is considered a component
unit of the Hillsborough County District School Board and,
for financial reporting purposes, is required to follow
generally accepted accounting principles applicable to state
and local governmental units.

Criteria for determining if other entities are potential
component units of the Charter School that should be
reported with the Charter School's general purpose
financial statements are identified and described in the
Governmental Accounting Standards Board's (GASB)
Codification of Governmental Accounting and Financial
Reporting Standards, Sections 2100 and 2600.

The application of these criteria provides for identification
of any entities for which the Charter School is financially
accountable and other organizations for which the nature
and significance of their relationship with the Charter
School are such that exclusion would cause the Charter
School's general purpose financial statements to be
misleading or incomplete. Based on these criteria, no
component units are included within the reporting entity of
the Charter School.

Note B - Summary Of Significant Accounting
Policies

Basis Of Presentation

The Charter School's basic financial statements have been
prepared in accordance with generally accepted accounting
principles as prescribed by GASB. Accordingly, both
government-wide (reporting on the Charter School as a
whole) and fund financial statements (reporting on the
governmental funds only) are presented. Both the
government-wide and fund financial statements present only
governmental activities. The Charter School has no
business type activities.

Basic Financial Statements - Government-Wide Financial
Statements

In the government-wide statement of net position, the
Charter School’s governmental activities are reported on a
full accrual, economic resource basis, which recognizes all
long-term assets and receivables as well as long-term debt
and other obligations. The Charter School’s net position is
reported in three parts (as applicable): invested in capital
assets, net of related debt; restricted net position; and
unrestricted net position.
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The Pepin Academies, Inc. d/b/a Pepin Transitional School
A Charter School And Component Unit Of The Hillsborough County District School Board

Notes To Basic Financial Statements
June 30, 2013

The government-wide statement of activities reports both
the gross and net cost of each of the Charter School’s
functions. The functions are also supported by general
government revenues (funding from the sponsoring school
board). The statement of activities reduces gross expenses
(including depreciation) by related program revenues and
operating grants. Program revenues must be directly
associated with the function. Operating grants include
operating-specific and discretionary grants.

The net costs, by function, are normally covered by general
revenue funding from the sponsoring school district.

The government-wide financial statement focus is more on
the sustainability of the Charter School as an entity and the
change in the Charter School’s financial position resulting

from the current year’s activities.

Basic Financial Statements - Fund Financial Statements

The Charter School’s financial transactions are reported in
individual funds in the fund financial statements. Each fund
is accounted for by providing a separate set of self-
balancing accounts that comprise its assets, liabilities,
reserves, fund balance, revenues, and
expenditures/expenses.

The individual generic fund type in the Charter School’s
financial statements is a governmental fund. The focus of
the governmental fund’s measurement (in the fund
statements) is on determination of financial position and
changes in financial position (sources, uses, and balances of
financial resources) rather than on net income.

The Charter School utilizes the following governmental
funds:

- Special Revenue Fund - Accounts for the proceeds of
specific revenue sources and grants that are restricted
by law or administrative action to expenditures for
specific purpose and to provide a single source of
accountability for all the monies received.

- Debt Service Fund - Accounts for the accumulation of
resources for, and the payment of, general long-term
debt principal and interest.

- General Fund - Accounts for all financial activity not
required to be accounted for in another fund.

For purposes of these financial statements, the above funds
are considered to be major funds.

Current accounting guidance defines the different types of
fund balances that a governmental entity must use for
financial reporting purposes and requires the fund balance
amounts to be properly reported within one of the fund
balance categories listed below:

- Nonspendable fund balance is associated with items
such as inventories, prepaid expenses, long-term loans
and notes receivable, and property held for resale
(unless the proceeds are restricted, committed, or
assigned).

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

- Committed fund balance includes amounts that can be
used only for the specific purposes determined by a
formal action of the District Board (the Charter
School’s highest level of decision-making authority).

- Assigned fund balance is intended to be used by the
Charter School for specific purposes but that do not
meet the criteria to be classified as restricted or
committed.

- Unassigned fund balance is the residual classification
for the Charter School’s general fund and includes all
spendable amounts not contained in the other
classifications.

The Charter School’s policy is to apply expenditures
against nonspendable fund balance, restricted fund balance,
committed fund balance, assigned fund balance, and
unassigned fund balance at the end of the fiscal year by
adjusting journal entries.

Basis Of Accounting

Basis of accounting refers to the point at which revenues or
expenses are recognized in the accounts and reported in the
financial statements. It relates to the timing of the
measurements made regardless of the measurement focus
applied.

- Accrual - Governmental activities in the government-
wide financial statements are presented on the accrual
basis of accounting. Revenues are recognized when
earned and expenses are recognized when incurred.
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The Pepin Academies, Inc. d/b/a Pepin Transitional School
A Charter School And Component Unit Of The Hillsborough County District School Board

Notes To Basic Financial Statements
June 30, 2013

- Modified Accrual - The fund financial statements are
presented on the modified accrual basis of accounting.
Under the modified accrual basis of accounting,
revenues are recorded when susceptible to accrual;
i.e., both measurable and available. “Available” means
collectible within the current period or within 60 days
after year-end. When grant terms provide that the
expenditure of resources is the prime factor for
determining eligibility for federal, state, and other
grant resources, revenue is recognized at the time the
expenditure is made. Expenditures are generally
recognized under the modified accrual basis of
accounting when the related liability is incurred. The
exceptions to this general rule is that principal and
interest on general obligation long-term debt, if any, is
recognized when due.

Budgetary Basis 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).

Revenue Sources

Revenues for current operation are received primarily from
the Hillsborough County District School Board pursuant to
the funding provisions included in the Charter School's
charter. In accordance with the funding provisions of the
charter and Section 1002.33, Florida Statutes, the Charter
School reports the number of full-time equivalent (FTE)
students and related data to the District. Under provisions
of Section 1011.62, Florida Statutes, the District reports
the number of FTE students and related data to the Florida
Department of Education (FDOE) for funding through the
Florida Education Finance Program (FEFP). Funding for
the Charter School is adjusted during the year to reflect the
revised calculations by the FDOE under the FEFP and the
actual weighted FTE students reported by the Charter
School during the designated FTE student survey periods.

The basic amount of funding through the FEFP under
Section 1011.62 is the product of the (1) unweighted FTE,
multiplied by (2) the cost factor for each program,
multiplied by (3) the base student allocation established by
the 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 2012/2013
school year, the Charter School reported 67.5000
unweighted FTE. Weighted funding represented
approximately 55% of total state funding.

FEFP funding may also be adjusted as a result of
subsequent FTE audits conducted by the Auditor General
pursuant to Section 1010.305, Florida Statutes, and

Rule 6A-1.0453, Florida Administrative Code (FAC).
Schools are required to maintain auditable records and the
following documentation for three years or until the
completion of an FTE audit:

- Attendance and membership documentation (Rule 6A-
1.044, FAC)

- Teacher certificates and other certification
documentation (Rule 6A-1.0503, FAC)

- Procedural safeguards for weighted programs
(Rule 6A-6.03411, FAC)

- Evaluation and planning documents for weighted
programs (Sections 1011.62(1)(e), FS, and
Rule 6A-03411, FAC)

The Charter School receives federal awards for the
enhancement of various educational programs. This
assistance is generally received based on applications
submitted to and approved by various granting agencies.
For federal awards in which a claim to these grant proceeds
is based on incurring eligible expenditures, revenue is
recognized to the extent that eligible expenditures have
been incurred. These funds are accounted for in the Special
Revenue Fund.

The Charter School receives charter school capital outlay
funding from the District. The amount received under this
program is based on the Charter School’s actual and
projected student enrollment during the year. Funds
received under this program may only be used for lawful
capital outlay expenditures and are accounted for in the
Debt Service Fund.
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The Pepin Academies, Inc. d/b/a Pepin Transitional School
A Charter School And Component Unit Of The Hillsborough County District School Board

Notes To Basic Financial Statements
June 30, 2013

Additional revenues are derived from fundraising activities,
contributions and investment earnings.

Cash

Cash consists of demand deposits with commercial banks.
From time to time, cash balances may exceed federally
insured limits. Management believes the risk of loss is
remote.

Capital Assets

Expenditures for general capital assets acquired for general
school purposes are reported in the Governmental Funds
that financed the acquisition. The capital assets acquired are
reported at cost, net of accumulated depreciation, in the
government-wide financial statements. Capital assets are
defined by the Charter School as assets that are used in
operations and have useful lives that extend beyond a single
accounting period. All capital assets are depreciated using
the straight-line method over the estimated useful lives of
the assets of five to seven years for furniture, fixtures, and
classroom equipment.

Income Taxes

The Academies is a not-for-profit organization exempt from
income taxes under the provisions of Section 501(c)(3) of
the Internal Revenue Code; therefore, no provision for
income taxes has been made in these basic financial
statements. The Academies has also been classified as an
entity that is not a private foundation within the meaning of
Section 509(a) and qualifies for deductible contributions as
provided in Section 170(b)(1)(A)(vi).

Uncertain Tax Positions

The Academies has evaluated its tax position for all open
tax years and has not identified any uncertain tax positions
which would require disclosure in the financial statements.
The Academies is not subject to examination by the Internal
Revenue Service (IRS) for years before 2009. The
Academies is not currently under audit nor has the
Academies been contacted by the IRS.

Use Of Estimates

The preparation of basic financial statements in conformity
with accounting principles generally accepted in the United
States of America requires management to make estimates
and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and
liabilities at the date of the basic financial statements and
the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those
estimates.

Concentration Of Revenue Sources

Approximately 83% of the Charter School's revenue is
derived from grants from the federal government passed
through the State of Florida Department of Education; and
state and local funds passed through the District which is
renewable every 10 years. The level of the Charter
School's operations and program services may be impacted
or segments discontinued if funding is not renewed.

Allocation Of Indirect Costs

Depreciation expense in the government-wide financial
statements is allocated to a function based on the function’s
usage of the related capital asset.

Change In Accounting Principles

The Charter School implemented GASB Statements 63,
Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position, and 65,
Items Previously Reported as Assets and Liabilities, in the
fiscal year ending June 30, 2013. In accordance with GASB
Statement 63, the Statement of Net Assets has been
replaced with the Statement of Net Position. Items on the
Statement of Net Position are now classified into Assets,
Liabilities, Deferred Inflows of Resources, and Net
Position.
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Note C - Capital Assets

Capital asset activity for the year ended June 30, 2012 was as follows:

Beginning Ending
Balance Increase Decrease Balance
Governmental activities
Furniture, fixtures, and equipment $ 45,010 $ - $ - $ 45,010
Less accumulated depreciation 35,090 4,665 - 39,755
$ 9,920 $ (4,665) $ - $ 5,255

Depreciation expense was charged to functions as follows:

Governmental activities

Instruction $ 3,405
Administration 1,260
$ 4,665

Note D - Schedule Of Federal, State, And Local
Revenue Sources

The following is a schedule of federal, state, and local
revenue sources and amounts for the year ended June 30,
2013:

School District of Hillsborough County

Base student allocation $ 249,821
ESE guaranteed allocation 427,898
Supplemental academic instruction 13,298
Class size reduction funds 62,991
Other FEFP 1,198
Discretionary local effort 15,070
Discretionary millage 9,021
Proration to funds available. (1,175)
Instructional and science laboratory materials 3,900
Transportation 11,183
Charter school capital outlay 24,160
Federal via Florida Department of Education 46,699
Donations and other local sources 182,694
$ 1,046,758

Capital Outlay Funding received from the State was
$24,160 in the 2012/2013 school year. This amount was
used in total to fund Debt Service Fund expenses of
$55,383. An additional $31,223 was transferred from the
General Fund to the Debt Service Fund to cover the excess
of debt service expense over capital outlay revenue
received.

Note E - Risk Management Program

Workers’ compensation coverage, health and
hospitalization, general liability, professional liability, and
property coverage is provided through purchased
commercial insurance with minimum deductibles for each
line of coverage. Settled claims resulting from these risks
have not exceeded the commercial coverage.

Note F - Related Party Transactions

The buildings housing the Academies’ four schools are
owned by the Academies and subject to bonded debt and a
note payable. The Academies also owns furniture and other
equipment shared by the four schools. The cost of these
assets, the bonded debt, and the note payable is reflected on
the Pepin High School’s financial statements.

The total cost and accumulated depreciation of the
Academies’ building and equipment was approximately
$6,067,000 and $1,592,000, respectively, at June 30,
2013. The outstanding principal on the debt collateralized
by the buildings was approximately $3,395,000 at June 30,
2013.
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Certain common expenses, including the costs associated
with the buildings and equipment discussed above, are paid
by the Academies and allocated proportionately to the
schools based on each school’s FTEs or other drivers based
on resource usage. The remainder of each school’s
expenses is paid directly by the respective school. During
the year ended June 30, 2013, the following expenses,
including the costs associated with the buildings and
equipment discussed above, were paid by the Academies
and allocated to the Charter School:

Instruction $ 8,242
Pupil personnel 6,067
Instructional media services 640
Instructional staff training 1,600
School administration 16,177
Facilities acquisition 18,782
Fiscal services 5,511
Food services 5,886
Transportation 1,456
Plant operating costs 35,980
Maintenance of plant 1,833
Debt service interest 43,627

$ 145,801

The Charter School in turn remitted $145,801 to the
Academies during the year ended June 30, 2013 in payment
of these expenses.

The debt service interest allocated represents the estimated
rental value of the portion the total facility utilized by the
Charter School.

At June 30, 2013, the net amount due the Charter School
on noninterest-bearing advances to and from the
Academies, Pepin Elementary School, Pepin Middle
School, and Pepin High School was $328,016.

Academies, Inc. was formed to promote and raise funds for
the Charter School and the other Academies schools.
During the year ended June 30, 2013, the Charter School’s
share of fundraising proceeds allocated from this entity was
$8,686.

Note G - School Employees Benefit Plan

The Charter School maintains a Cash or Deferred Profit-
Sharing Plan (Plan) for eligible employees. Employees may
contribute to the Plan up to the lesser of 75% of their
compensation or the annual limit as defined by the Internal
Revenue Service. The Charter School may, but is not
required to, make a discretionary matching contribution to
the Plan. During the year ended June 30, 2013, the Charter
School made discretionary matching contributions to the
Plan totaling $10,228.

Note H - Subsequent Events

On July 1, 2013, the Charter School’s charter was renewed
for a term of 10 years.

Management has evaluated all events subsequent to the
statement of net position date of June 30, 2013 through
September 27, 2013, which is the date these financial
statements were available to be issued.
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The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board
Budgetary Comparison Schedule - General Fund

Year Ended June 30, 2013

Variance From

Actual Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
Revenues
State and local sources $ 810,836 $ 794,469 $ 793,205 $ (1,264)
Contributions and other revenue 190,510 195,891 182,694 (13,197)
Total Revenues 1,001,346 990,360 975,899 (14,461)
Expenditures
Instruction 360,008 433,297 386,057 47,240
Pupil personnel services 106,315 42,143 66,819 (24,676)
Instructional media services 1,894 325 640 (315)
Instructional staff training 1,427 2,160 3,767 (1,607)
School district administration fee 40,542 17,486 16,294 1,192
School administration 233,686 235,226 239,932 4,706)
Facilities acquisition and construction 1,012 - 1,197 (1,197)
Fiscal services 5,673 5,663 5,512 151
Food services 10,830 13,412 12,514 898
Transportation 9,114 11,638 10,556 1,082
Operation of plant 34,087 65,946 61,977 3,969
Maintenance of plant 3,832 2,480 2,445 35
Community services 100,804 129,062 121,690 7,372
Total Expenditures 909,224 958,838 929,400 29,438
Other Financing (Uses)
Transfers in (out) 6,267 (29,929) (31,223) (1,294)
Net Change In Fund Balance 98,389 1,593 15,276 13,683
Fund Balance At Beginning Of Year 368,323 368,323 368,323 -
Fund Balance At End Of Year $ 466,712 $ 369,916 $ 383,599 $ 13,683

See independent auditor's report. Page 24



The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board

Budgetary Comparison Schedule - Special Revenue Fund
Year Ended June 30, 2013

Variance From

Actual Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
Revenues
Federal sources passed through
local school district $ 46,033 $ 47,223 $ 46,699 $ (524)
Expenditures
Instruction 46,033 45,209 46,699 (1,490)
Instructional staff training - 2,014 - 2,014
Total Expenditures 46,033 47,223 46,699 524
Net Change in Fund Balance - - - -
Fund Balance At Beginning Of Year - - - -
Fund Balance At End Of Year $ - $ - $ - $ -

See independent auditor's report.
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The Pepin Academies, Inc. d/b/a Pepin Transitional School

A Charter School And Component Unit Of The Hillsborough County District School Board

Budgetary Comparison Schedule - Debt Service Fund
Year Ended June 30, 2013

Variance From

Actual Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
Revenues
State and local sources $ 35,166 $ 25,000 24,160 $ (840)
Expenditures
Debt service 28,899 54,929 55,383 (454)
Other Financing Sources
Transfers (out) in (6,267) 29,929 31,223 1,294
Net Change in Fund Balance - - - -
Fund Balance At Beginning Of Year - - - -
Fund Balance At End Of Year $ - $ - - $ -
See independent auditor's report. Page 26



(ﬂ*‘ Gregory, Sharer & Stuart, P.A.

Certified Public Accountants and Business Consultants

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

Board of Directors

The Pepin Academies, Inc.
d/b/a Pepin Transitional School
Tampa, 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 and each major fund of The Pepin Academies, Inc. d/b/a Pepin Transitional
School (Charter School), a component unit of the Hillsborough County District School Board, as of and for the year ended June
30, 2013, and the related notes to the financial statements, which collectively comprise Charter School’s basic financial statements,
and have issued our report thereon dated September 27, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered The Pepin Academies, Inc. d/b/a Pepin
Transitional 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 Charter School’s internal control. Accordingly, we do not express an opinion on
the effectiveness of The Pepin Academies, Inc. d/b/a Pepin Transitional School’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance And Other Matters

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

100 Second Avenue South e Suite 600 e St. Petersburg, Florida 33701-4336
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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.

Gregory, Sharer & Stuart, P.A.

rhp_mgou +33u5k,?-pr-

ISt. Petersburg, Florida
September 27, 2013



(ﬂ*‘ Gregory, Sharer & Stuart, P.A.

Certified Public Accountants and Business Consultants

Independent Auditor’s Management Letter

Board of Directors

The Pepin Academies, Inc.
d/b/a Pepin Transitional School
Tampa, Florida

We have audited the financial statements of The Pepin Academies, Inc. d/b/a Pepin Transitional School, a component unit of the
Hillsborough County District School Board, as of and for the year ended June 30, 2013, and have issued our report thereon dated
September 27, 2013.

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.
We have issued our Independent Auditor’s Report On Internal Control Over Financial Reporting And On Compliance And Other
Matters Based On An Audit Of Financial Statements Performed In Accordance With Government Auditing Standards. Disclosures
in that report, which is dated September 27, 2013, should be considered in conjunction with this management letter.

Additionally, our audit was conducted in accordance with Chapter 10.850, Rules of the Auditor General, which governs the
conduct of charter schools and similar entity audits performed in the state of Florida. This letter includes the following information,
which is not included in the aforementioned auditor’s reports:

1.

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 made in the June 30, 2012 financial audit report.

Section 10.854(1)(e)2., Rules of the Auditor General, requires a statement be included as to whether or not the school has
met one or more of the conditions described in Section 218.503(1), Florida Statutes, and identification of the specific
condition(s) met. In connection with our audit, we determined that The Pepin Academies, Inc. d/b/a Pepin Transitional
School did not meet any of the conditions described in Section 218.503(1), Florida Statutes, which may result in a state of
financial emergency.

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

Section 10.854(1)(e)4., Rules of the Auditor General, requires that we address noncompliance with provisions of
contracts or grant agreements, or abuse, that have occurred, or are likely to have occurred, that have an effect on the
financial statements that is less than material but which warrants the attention of those charged with governance. In
connection with our audit, we did not have any such findings.

Section 10.854(1)(e)5., Rules of the Auditor General, requires the name or official title of the school. The official title of
the school is The Pepin Academies, Inc. d/b/a Pepin Transitional School.
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6. Section 10.854(1)(e)6.a. and 10.855(11), Rules of the Auditor General, we applied financial condition assessment
procedures. It is management’s responsibility to monitor The Pepin Academies, Inc. d/b/a Pepin Transitional 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.

Our management letter is intended solely for the information and use of the Legislative Auditing Committee, members of the

Florida Senate, the Florida House of Representatives, the Florida Auditor General, federal and other granting agencies, and
applicable management and is not intended to be and should not be used by anyone other than these specified parties.

Gregory, Sharer & Stuart, P.A.

rbp_mgou +33u5k,?-pr-

ISt. Petersburg, Florida
September 27, 2013





