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The Board of Trustees
Atlantis Charter School
Independent Auditors' Report
We have audited the accompanying statement of net assets of Atlantis Charter School (a
governmental entity) and its aggregate discretely presented component unit, the Atlantis Educational
Foundation, Inc. (a nonprofit organization), as of June 30, 2012, and the related statements of
revenues, expenses and changes in net assets and cash flows for the year then ended. These financial
statements are the responsibility of the School's management. Our responsibility is to express an
opinion on these financial statements based on our audit. The prior year summarized comparative
information has been derived from the School’s fiscal year 2011 basic financial statements and, in
our report dated October 26, 2011 we expressed an unqualified opinion on those financial
statements.
Except as discussed in the following paragraph, 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 of material misstatement. The financial
statements of the Atlantis Educational Foundation, Inc. (the Foundation) were not audited in
accordance with Government Auditing Standards. An audit includes consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the School’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.
The financial statements of the Foundation have not been audited, and we were not engaged to audit
the Foundation’s financial statements as part of our audit of the School’s basic financial statements.
The Foundation’s financial activities are included in the School’s financial statements as a discretely
presented component unit and represent 100% of the assets, net assets and revenues of the School’s
discretely presented component unit.
In our opinion, except for the effects of such adjustments, if any, as might have been determined to
be necessary had the Foundation’s financial statements been audited, the financial statements
referred to above present fairly, in all material respects, the financial position of Atlantis Charter
School as of June 30, 2012, and their respective changes in net assets and cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of
America.
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In accordance with Government Auditing Standards, we have also issued our report dated October
24, 2012, 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, grant agreements and
other matters. The purpose of that report is to describe the scope of our audit testing of internal
controls over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.
Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages three through six 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.
Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a
whole. The accompanying schedule of expenditures of federal awards is presented for additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial
statements. The schedule of expenditures of expenditures of federal awards is the responsibility of
management and was derived from and related directly to the underlying accounting and other
records used to prepare the financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion the information is fairly stated in all material respected in relation
to the financial statements as a whole.
Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a
whole. The accompanying Schedule of 20% Excess Carryover Calculation for the year ended
June 30, 2012 is presented for purposes of additional analysis and is not a required part of the
basic financial statements. Such information is the representation of the School’s management
and has not been subjected to the auditing procedures applied in the audit of the basic financial
statements, and accordingly, we do not express an opinion or provide any assurance on it.

October 24, 2012

Atlantis Charter School
Management Discussion and Analysis
June 30, 2012
The following discussion and analysis of Atlantis Charter School's (the School) financial
performance provides an overview of the School's financial activities for the fiscal year ended
June 30, 2012. Please read it in conjunction with the School's financial statements, which begin
on page 7.
The School as a Whole
The School received its charter on July 1, 1995 to operate as a public charter school in the
Commonwealth of Massachusetts. The School’s charter is awarded in five-year increments and
is subject to renewal at the discretion of the Commonwealth of Massachusetts’ Department of
Elementary and Secondary Education (DESE). The School’s charter was recently renewed in
fiscal year 2011, effective July 1, 2010 through June 30, 2015. During fiscal years 2012 and
2011, the School operated kindergarten through eighth grade and the enrollment was comprised
of approximately 728 and 731 students, respectively. At capacity the School’s maximum
enrollment totals 795 students.
In accordance with the Governmental Accounting Standards Board (GASB) Statement No. 14,
The Financial Reporting Entity and GASB Statement No. 39, Determining Whether Certain
Organizations are Component Units, the School discretely presents financial information of the
Atlantis Educational Foundation, Inc., (the Foundation) a related nonprofit organization, in its
financial statements. GASB defines component units as legally separate organizations for which
the primary government is financially accountable and other organizations for which the nature
and significance of their relationship to a primary government is such that exclusion would cause
the reporting entity’s financial statements to be misleading or incomplete. The Foundation acts
primarily as a fundraising organization to supplement the resources of the School. Although the
School does not control the timing or amounts of receipts from the Foundation, the majority of
the resources or income thereon that it holds is restricted to the activities of the School. Because
these restricted resources can only be used by or for the benefit of the School, the Foundation is
considered a component unit of the School and is discretely presented in the School’s financial
statements. Additionally, the Foundation leases the School one of the facilities that the School
operates in.
Using This Annual Report
This annual report consists of a series of financial statements. In accordance with GASB No. 34
- Basic Financial Statement – Management’s Discussion and Analysis - for State and Local
Governments (GASB No. 34), the School is considered a special purpose government entity that
engages in only business type activities. All of the financial activity of the School is recorded in
an enterprise fund within the proprietary fund group. In accordance with GASB No. 34 the
School issues a Statement of Net Assets, Statement of Revenues, Expenses and Changes in Net
Assets and a Statement of Cash Flows. These statements provide information about the financial
activities of the School, as a whole. This annual report also contains notes to the financial
statements and other information which provides additional information that is essential to a full
understanding of the information provided in the basic financial statements.
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Atlantis Charter School
Management Discussion and Analysis
June 30, 2012
Financial Statements
Statement of Net Assets
The Statement of Net Assets presents the assets, liabilities and net assets of the School as a
whole, as of the end of the fiscal year and is a point-in-time financial statement. The purpose of
the Statement of Net Assets is to present a fiscal snapshot of the School to the readers of the
financial statements and includes year-end information concerning current and noncurrent assets,
current and noncurrent liabilities, and net assets. Net assets represent the difference between
assets and liabilities. Net assets can be displayed in three components, invested in capital assets,
net of related debt, restricted net assets and unrestricted net assets. Net assets invested in capital
assets, net of related debt, consists of capital assets, net of accumulated depreciation, reduced by
the outstanding balances of any borrowing used for the acquisition, construction, or
improvement of those assets.
Net assets are reported as restricted when there are limitations imposed on their use through
external restrictions imposed by creditors, grantors, contributors, or government laws or
regulations of other governments. Unrestricted net assets represent all other net assets that do not
meet the definition of restricted or invested in capital assets, net of related debt. Over time,
readers of the financial statements will be able to evaluate the School’s fiscal health (liquidity
and solvency) or financial position by analyzing the increases and decreases in net assets to
determine if the School’s financial health is improving or deteriorating. The reader will also need
to consider other nonfinancial factors such as changes in economic conditions and new or
changed charter school legislation when evaluating the overall financial health of the School.
This statement is also a good source for readers to determine how much the School owes to
vendors and creditors and the available assets that can be used to satisfy those liabilities.
Statement of Revenues, Expenditures and Changes in Net Assets
The Statement of Revenues, Expenditures and Changes in Net Assets reports the financial
activities (revenue and expenses) of the School and divides it into two categories: Operating
activities and nonoperating activities. Operating activities include all financial activities
associated with the operation of the School and its related programs. Consequently, all
nonoperating activities include all financial activities not related to the operation of a charter
school. Changes in total net assets as presented on the Statement of Net Assets are based on the
activity presented in this statement. This statement helps to determine whether the School had
sufficient revenues to cover expenses during the year and its net increase or decrease in net
assets based on current year operations.
Statement of Cash Flows
The Statement of Cash Flows provides information about the School’s cash receipts and cash
payments during the reporting period. The statement reports cash receipts, cash payments, and
net changes in cash resulting from operations, investing, and capital and noncapital financing
activities and provides answers to such questions as from where did cash come?, for what was
cash used?, and what was the change in cash balance during the reporting period?. This
statement also is an important tool in helping users assess the School’s ability to generate future
net cash flows, its ability to meet its obligations as they come due, and its need for external
financing.
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Atlantis Charter School
Management Discussion and Analysis
June 30, 2012
Financial Statements – continued
Notes to the Financial Statements provide additional information that is essential to a full
understanding of the information provided in the School’s financial statements.
Supplemental Information provides additional information to the basic financial statements and
accompanying notes, this report also presents the Commonwealth of Massachusetts DESE
required supplementary information concerning the School’s calculation of it net tuition revenue.
The Schedule of 20% Excess Carryover Calculation is used to determine if there is any excess
over the requirements of the DESE, which would be returned to the DESE.
Financial Highlights
The following financial highlights are for fiscal year 2012 with comparative information for fiscal
year 2011:


The School held total assets of $11,597,927 and $11,381,587 at June 30, 2012 and 2011,
respectively, of which $2,950,594 and $2,888,924 were net capital assets, respectively, and
the majority of the remaining assets consisted of cash, short term investments, accounts
receivable and deferred assets.



The School held total liabilities of $859,908 and $818,113 at June 30, 2012 and 2011,
respectively, of which $841,293 and $774,418, respectively were current.



Total net assets for the School was $10,738,019 and $10,563,474 at June 30, 2012 and 2011,
respectively, of which $7,829,586 and $7,742,065 was unrestricted and $2,908,433 and
$2,821,409 related to investments in capital assets, net of related debt, respectively. In
addition, in fiscal years 2012 and 2011 the board designated unrestricted net assets totaled
$5,075,525 and $5,045,204, respectively, which are designated for future capital purchases.



The School earned total revenues of $9,906,704 and $9,328,091 for the years ended June 30,
2012 and 2011, respectively, of which 98% were operating revenues and 2% were from nonoperating revenues, for both fiscal years ended June 30, 2012 and 2011.



The School had total expenses of $9,732,159 and $8,988,022 for the years ended June 30,
2012 and 2011, respectively, of which 99% were operating expenses and 1% was from nonoperating expenses for both fiscal years ended June 30, 2012 and 2011.



The School earned net income of $174,545 and $340,069 for the years ended June 30, 2012
and 2011, respectively. In fiscal year 2012, the net income was comprised of operating
income of $17,599 and non-operating income of $156,946. In fiscal year 2011 the net income
was comprised operating income of $207,512 and non-operating income of $132,557.
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Atlantis Charter School
Management Discussion and Analysis
June 30, 2012
Budgetary Highlights
The School’s annual budget was amended as the year progressed. For the fiscal year ended June
30, 2012 the School incurred $9,732,159 in actual expenditures, excluding $215,755 of in-kind
expenses, compared to budgeted expenditures of $9,796,975. The major reason for the decrease
between the budget and actual expenses was improvement in the school’s operational efficiency
and resource allocation.
School's Financial Activities
The majority of the School's funding is received from the DESE and is based on a standard rate
per pupil. The School received $8,369,707 in per pupil funding in fiscal year 2012, versus
$7,812,473 in per pupil funding in fiscal year 2011. This represents 85% and 84% of the School's
revenue for June 30, 2012 and June 30, 2011. In addition, the School received various federal,
state and private grants, which totaled $777,199 and $762,792 in fiscal years 2012 and 2011,
respectively.
In fiscal year 2011, the School renewed its lease agreement for a facility with John E. Boyd
Center for Child Care and Development for a term of 2 years, commencing August 1, 2010,
which includes payments totaling $15,375 per month. Subsequent to year end the School
renewed the lease for an additional two-year term.
During 2003, the School also entered into a ten year lease agreement with the Atlantis
Educational Foundation, Inc., a related party. The School made initial rental payments of
$700,000 which is recorded as a deferred asset and will be amortized over the life of the lease.
The lease agreement requires the School to make monthly payments of $7,500 for the first five
years of the lease and $11,000 per month thereafter.
In September 2007, the School purchased a sixty-six acre parcel of land in Fall River, Massachusetts
for $2.6 million. The School released $2.6 million from the board restricted funds and paid cash for
the land. The School intends to build a new facility on the land to accommodate all the children in
one location.
Supplemental Information
The Schedule of Expenditures of Federal Awards is presented for the purposes of additional
analysis as required by U.S. Office of Management and Budget, Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. The schedule of expenditures of federal
awards can be found on page 24 of this report.
Contacting the School's Financial Management
This financial report is designed to provide the reader with a general overview of the School's
finances and to show the accountability for the funds received. If you have questions about this
report or need additional information, please contact Finance Director Linda Celona in Atlantis
Charter School’s Business Office.
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Atlantis Charter School
Statement of Net Assets
June 30, 2012
With summarized comparative totals at June 30, 2011

Component Unit

(Memorandum Only Financial Reporting
Entity)

(Memorandum Only Financial Reporting
Entity)

Totals
June 30, 2012

Totals
June 30, 2011

Atlantis Charter Atlantis Educational
School
Foundation, Inc.
Assets
Current Assets:
Cash and cash equivalents
Short term investments
Accounts receivable
Prepaid expenses
Deferred asset

$

Total current assets
Noncurrent Assets:
Deferred asset
Capital assets, net
Total noncurrent assets
Total assets

$

5,624,079 $
2,812,334
15,896
125,024
70,000

254,615 $
-

5,878,694
2,812,334
15,896
125,024
70,000

8,647,333

254,615

8,901,948

8,696,131

2,950,594

1,051,129

4,001,723

70,000
3,984,224

2,950,594

1,051,129

4,001,723

4,054,224

11,597,927 $

$

5,130,412
3,351,514
17,293
126,912
70,000

1,305,744 $

12,903,671

$

12,750,355

- $
126,224
70,500
196,724

695,263
77,523
126,224
23,546
115,461
1,038,017

$

742,680
28,839
23,820
77,918
873,257

Liabilities and Net Assets
Current Liabilities:
Accrued expenses
Accounts payable
Notes payable
Capital lease obligation
Deferred revenue
Total current liabilities

$

695,263 $
77,523
23,546
44,961
841,293

Noncurrent Liabilities:
Deferred revenue
Capital lease obligation
Notes payable
Total noncurrent liabilities
Total liabilities
Net Assets:
Investment in capital assets, net of related debt
Unrestricted
Total net assets
Total liabilities and net assets

$

18,615
18,615

-

18,615
18,615

70,500
43,695
240,739
354,934

859,908

196,724

1,056,632

1,228,191

2,908,433
7,829,586

924,905
184,115

3,833,338
8,013,701

3,647,131
7,875,033

10,738,019

1,109,020

11,847,039

11,522,164

1,305,744 $

12,903,671

11,597,927

$

See accompanying notes to financial statements.
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$

12,750,355

Atlantis Charter School
Statement of Revenues, Expenses and Changes in Net Assets
For the Year Ending June 30, 2012
With summarized comparative totals for the year ended June 30, 2011

Component Unit

Operating revenues:
State grants
Federal grants
Rental income
Extended care program
Family learning center program
In-kind revenue
Food service program

(Memorandum
(Memorandum
Only - Financial Only - Financial
Reporting Entity) Reporting Entity)

Atlantis Charter
School

Atlantis Educational
Totals
Totals
Foundation, Inc.
June 30, 2012 June 30, 2011

$

$

8,369,707
777,199
77,612
8,169
215,755
247,694

- $ 8,369,707 $ 7,812,473
777,199
762,792
202,000
202,000
202,000
77,612
94,675
8,169
8,386
215,755
214,315
247,694
266,119

Total operating revenues

9,696,136

202,000

9,898,136

9,360,760

Operating expenses:
Salaries
Payroll taxes
Fringe benefits
Rent
Telephone and utilities
Extended care program
Family learning center program
Professional services
Insurance
Student supplies and materials
Office expense
Food service program
Grounds and buildings
Furniture and materials
Interest
Conference and meetings
Travel
Advertising
Bad debt
In-kind expenses
Depreciation expense
Miscellaneous expense

6,050,457
330,104
919,128
386,500
222,363
12,419
8,741
229,676
29,933
208,892
316,858
244,500
125,516
4,228
475
230,686
23,956
3,335
215,755
100,455
14,560

5,420
1,921
11,201
1,000
44,171
69

6,050,457
330,104
919,128
386,500
222,363
12,419
8,741
235,096
31,854
208,892
316,858
244,500
125,516
4,228
11,676
231,686
23,956
3,335
215,755
144,626
14,629

5,416,313
321,899
924,565
386,500
191,363
9,431
8,123
366,951
58,238
187,410
270,649
250,224
84,230
6,728
21,132
94,935
18,434
6,211
26
214,315
189,223
11,511

Total operating expenses

9,678,537

63,782

9,742,319

9,038,411

Operating income

17,599

138,218

155,817

322,349

Non-operating revenues/(expenses):
Contributions
Interest income
Medicaid reimbursement
Other income
Employee wellness
Fundraising expense

65,684
31,071
44,975
68,838
(13,766)
(39,856)

498
22,610
(10,996)

65,684
31,569
44,975
91,448
(13,766)
(50,852)

77,058
48,690
18,868
49,238
(44,974)

156,946

12,112

169,058

148,880

Total nonoperating revenue
Change in net assets
Net assets, beginning of the year
Net assets, end of the year

$

174,545

150,330

324,875

471,229

10,563,474

958,690

11,522,164

11,050,935

10,738,019

$

1,109,020

$ 11,847,039 $ 11,522,164

See accompanying notes to financial statements.
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Atlantis Charter School
Atlantis Charter School - Statement of Cash Flows
For the Year Ended June 30, 2012
With comparative totals for the year ended June 30, 2011

Cash flows from operating activities:
Receipts from tuition
Receipts from grants
Receipts from programs
Payments to employees
Payments to suppliers and vendors

2012

2011

$ 8,369,707
778,596
586,273
(6,020,351)
(3,455,737)

$ 7,812,473
783,818
576,254
(5,609,667)
(3,407,622)

Net cash provided by operating activities
Cash flows from investing activities:
Non-operating receipts
Non-operating disbursements
Purchase of short-term investments
Sale of investments
Net cash provided by/(used in) investing activities
Cash flows from capital and related financing activities:
Payments on capital lease obligation
Purchase of capital assets
Net cash used by capital and related financing activities

258,488

155,256

210,568
(53,622)
539,180
696,126

169,331
(36,774)
(545,368)
(412,811)

(25,354)
(162,125)

(23,098)
(38,595)

(187,479)

(61,693)

767,135
4,856,944

Change in cash
Cash, beginning of year
Cash, end of year

(319,248)
5,176,192

$ 5,624,079

$ 4,856,944

$

$

Reconciliation of operating income to net cash
provided by operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation
Bad debt expense
Change in assets and liabilities:
Decrease in deferred asset
Decrease in accounts receivable
Decrease/(increase) in prepaid expenses
Increase/(decrease) in accounts payable
Decrease in accrued expenses
Increase/(decrease) in accounts payable
Net cash provided by operating activities

$

17,599

100,455
-

145,052
26

70,000
1,397
1,888
77,523
(47,417)
37,043

70,000
21,026
(87,765)
(82,210)
(111,144)
(7,241)

258,488

See accompanying notes to financial statements.
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207,512

$

155,256

Atlantis Charter School
Atlantis Educational Foundation, Inc. - Statement of Cash Flows
For the Year Ended June 30, 2012
With comparative totals for the year ended June 30, 2011

2012
Cash Flows From Operating Activities
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
Decrease in accounts payable
Decrease in deferred revenue

$

Net cash provided by operating activities

150,330

Net cash used by financing activities
Change in cash

131,160

44,171

(70,000)

(3,716)
(74,601)

124,501

97,014

-

-

(143,354)

(135,303)

(143,354)

(135,303)

(18,853)

(38,289)
$

311,757
273,468

$

19,251

Cash, beginning of year
Cash, end of year

$

273,468
254,615

Supplemental Cash Flow Information
Cash paid for interest

$

11,201

See accompanying notes to financial statements.
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$

44,171

Cash Flows From Investing Activities
Cash Flows From Financing Activities
Payments of loan

2011

Atlantis Charter School
Notes to Financial Statements
June 30, 2012
1. Nature of Organization
The Atlantis Charter School (the School) was established on July 1, 1995 after receiving their
charter from the Commonwealth of Massachusetts under Chapter 71 Section 89 of the General
Laws of Massachusetts. The initial charter was for a five-year period, commencing on the first
day of student attendance, which was September 1995. The School is operating under its fourth
charter, which is subject to renewal at the discretion of the Commonwealth of Massachusetts
Department of Elementary and Secondary Education (DESE).
The School is considered a special purpose governmental entity, and operates as a public school.
The School’s operations are managed by a Board of Trustees who are deemed public agents
authorized by the Commonwealth.
The School’s mission is: To provide all children with an education that is second to none, so
they can become adaptable and productive life-long learners.
2. Summary of Significant Accounting Policies
The accounting policies of the School conform to accounting principles generally accepted in the
United States of America as applicable to governmental units. The following is a summary of
the School’s significant accounting policies:
a) Financial Reporting Entity
As required by generally accepted accounting principles, these financial statements present
the School and its component unit, Atlantis Educational Foundation, Inc. (the Foundation) in
conformance with the Government Accounting Standards Board (GASB) Statements No. 14,
The Financial Reporting Entity and Statement No. 39, Determining Whether Certain
Organizations Are Component Units. Under these statements, component units are
organizations that are included in the School’s reporting entity because of the significance of
their operational or financial relationships with the School.
The component unit column in the accompanying financial statements contains financial data
of the Foundation. The Foundation is a legally separate, tax-exempt organization that acts
primarily as a fund-raising organization to supplement the resources of the School. Although
the School does not control the timing or amounts of receipts from the Foundation, the
majority of the resources or income thereon that the Foundation holds is restricted to the
activities of the School. Because these restricted resources can only be used by, or for the
benefit of the School, the Foundation is considered a component unit of the School and is
discretely presented in the School’s financial statements.
During the year ended June 30, 2006, the School entered into a lease with the Foundation
to provide one of the facilities that the School operates in. For the fiscal year ending June
30, 2012 and 2011, the Foundation charged the School $132,000 for rent (See Note 7). At
June 30, 2012 and 2011, the School had no payables due to the Foundation.
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Atlantis Charter School
Notes to Financial Statements- Continued
June 30, 2012
2. Summary of Significant Accounting Policies - Continued
a) Financial Reporting Entity - continued
The Foundation is a non-profit organization that reports under Financial Accounting
Standards Board (FASB) accounting standards, including FASB Statement No. 117,
Financial Reporting for Non-Profit Organizations. As such, certain revenue recognition
criteria and financial presentation features are different from GASB revenue recognition
and financial presentation features. No modifications have been made to the Foundation’s
financial information in the School’s reporting entity for those differences.
Complete financial statements for the Foundation can be obtained from the Atlantis
Charter School’s business office located at 2501 South Main Street, Fall River,
Massachusetts 02724-2015.
b) Financial Statement Presentation
The School, in accordance with Governmental Accounting Standards Board (GASB)
Statement No. 34 - Basic Financial Statement – and Management’s Discussion and Analysis
- for State and Local Governments, is considered a special purpose governmental entity that
engages in only business type activities and is not a component unit of another governmental
entity. Therefore, the financial statements are prepared using the accrual basis of accounting
and all of the activity is recorded in the enterprise fund. Also, in accordance with GASB
Statement No. 39 - Determining Whether Certain Organizations are Component Units, the
Foundation is considered a component unit of the School and is discretely presented in the
School’s financial statements in a separate column in the financial statements to emphasize
that it is legally separate from the School. The discretely presented component unit has a
June 30 fiscal year end.
c) Basis of Accounting
The accrual basis of accounting is used for all governmental entities that operate as business
type entities. Accordingly revenue is recognized when earned and capital assets and
expenditures are recorded when received and incurred, respectively. The Commonwealth of
Massachusetts Executive Office of Administration and Finance calculates the per pupil
tuition that is paid to the School by DESE. Grants and contributions are recognized when all
eligible requirements are met.
Pursuant to GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities That Use Proprietary Fund Accounting, the School
has elected to apply the provisions of all relevant pronouncements of Financial Accounting
Standards Board (FASB) that do not conflict with or contradict GASB pronouncements.
d) Tax Status
The School was established under a charter granted by the DESE and operates as part of
the Commonwealth of Massachusetts, and is therefore generally exempt from income
taxes under Section 115 of the Internal Revenue Code.
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Atlantis Charter School
Notes to Financial Statements- Continued
June 30, 2012
2. Summary of Significant Accounting Policies - Continued
e) Cash and Cash Equivalents
For the purpose of the Statement of Net Assets and the Statement of Cash Flows, the
School considers all short-term investments with an original maturity of three months or
less to be cash equivalents. As of June 30, 2012 and 2011, the School held $965,650 and
$874,380, respectively of cash equivalents.
f) Investments in Marketable Securities
The School carries investments at fair value in the statement of net assets. Any gains and
losses are reflected in the statement of revenues, expenses and changes in net assets.
g) Grants and Accounts Receivable
Accounts receivables are presented net of the allowance for doubtful accounts.
Management’s periodic evaluation of the adequacy of the allowance is based on its past
experience. Accounts receivable are written off when deemed uncollectible. At June 30,
2012 and 2011, no allowance for doubtful accounts has been recorded, as management
considers all accounts receivable to be fully collectible.
h) Operating Revenue and Expenses
Operating revenue and expenses generally result from providing educational and
instructional services in connection with the School’s principal ongoing operations. The
principal operating revenues include tuition and Federal and Commonwealth of
Massachusetts grants. Operating expenses include educational costs, administrative expenses
and depreciation on capital assets. All other revenue and expenses not meeting this
definition are reported as nonoperating revenues and expenses.
i) Capital Assets
Property and equipment are recorded at cost or at fair market value at the date of
donation. Capital assets purchased with a cost or value greater than $2,500 are
capitalized. Depreciation is computed on the straight-line basis using estimated useful
lives of 3 years for equipment, 5 years for furniture and fixtures and 10 years or the
remaining life of the lease for leasehold improvements, whichever is shorter.
j) Use of Estimates
The preparation of financial statements in conformity with accounting principles
generally accepted in the United States 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 financial statements. Estimates also
affect the reported amounts of revenue and expenditures during the reporting period.
Actual results could differ from those estimates.
k) Deferred Asset
Deferred asset represents pre-payments of rent made to the Foundation. The total amount
paid, $700,000 will be amortized over the life of the lease. At June 30, 2012 and 2011
the deferred asset balance was $70,000 and $140,000, respectively.
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Atlantis Charter School
Notes to Financial Statements - Continued
June 30, 2012
2. Summary of Significant Accounting Policies – Continued
l)

Deferred Revenue
Revenue is recognized when earned, however funds received that are not earned as of
year-end are recorded under liabilities as deferred revenue.

m) Compensated Absences
Employees of the School are entitled to paid vacations and paid holidays, depending on
the job classification, length of service, and other factors. The School accrues for these
compensated absences.
n) Fair Value Measurements
Fair value measurements are reported using a framework for measuring fair value. That
framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities (level 1) and the lowest priority to
unobservable inputs (level 3).
The three levels of the fair value hierarchy are described as follows:
Level 1

Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that the plan has the ability to access.

Level 2

Inputs to the valuation methodology include:

quoted prices for similar assets or liabilities in active markets;

quoted prices for identical or similar assets or liabilities in inactive
markets;

inputs other than quoted prices that are observable for the asset or
liability;

inputs that are derived principally from or corroborated by observable
market data by correlation or other means.
If the asset or liability has a specified (contractual) term, the level 2 input
must be observable for substantially the full term of the asset or liability.

Level 3

Inputs to the valuation methodology are unobservable and significant to the
fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and minimize
the use of unobservable inputs.
o) Comparative Totals
The basic financial statements include certain prior year summarized comparative
information in total but not at the level of detail required for a presentation in conformity
with generally accepted accounting principles. Accordingly, such information should be
read in conjunction with the School’s basic financial statements for the year ended June
30, 2011, from which the summarized information was derived.
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Atlantis Charter School
Notes to Financial Statements - Continued
June 30, 2012
2. Summary of Significant Accounting Policies – Continued
p) Memorandum Only – Financial Reporting Entity
The financial statements include Memorandum Only totals for the year ended June 30,
2012 and 2011. These totals include all the activity of the financial reporting entity as
described above and do not take into consideration any eliminating entries that would be
prepared if the entities were consolidated.
3. Deposits with Financial Institutions
The School maintained its cash accounts at several financial institutions. These balances at times
may exceed the Federal Deposit Insurance Corporation (FDIC) insured limit per financial
institution. Management acknowledges the possibility of risk in this arrangement; however,
the size and longevity of the depository institutions minimizes such risk. Included within the
cash balance at June 30, 2012 and 2011 was $1,415,947 and $1,412,636, respectively, which
is maintained at a financial institution that is full covered by the Depositors Insurance Fund
(DIF).
The following represents a summary of deposits as of June 30, 2012 and 2011:
Fully insured deposits

$

2012
5,401,613 $

2011
4,676,831

Collateralized with securities held by the
pledging financial institution in the School's name

-

-

Collateralized with securities held by the
pledging financial institution's trust department
or agent, but not in the School's name

-

-

257,441

209,236

Uncollateralized
Total

$

5,659,054 $

4,886,067

4. Capital Assets
In August 2007, the School purchased a sixty-six acre parcel of land in Fall River,
Massachusetts for $2.6 million. The School released $2.6 million from the board restricted
funds during fiscal year 2008 and paid cash for the land. The School intends to build a new
facility on the land to accommodate all the children in one location.
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Atlantis Charter School
Notes to Financial Statements - Continued
June 30, 2012
4. Capital Assets - Continued
Changes in capital assets during fiscal year 2012 and 2011 are as follows:
2012
Capital assets

Balance
June 30, 2011

Land
Leasehold improvements
Construction in progress
Furniture and equipment
Computer equipment

$ 2,620,169
1,130,801
84,265
826,988
753,066

Additions
$

103,900
58,225

Deletions
$

Balance
June 30, 2012

-

$ 2,620,169
1,130,801
84,265
930,888
811,291

5,415,289

162,125

-

5,577,414

Leasehold improvements
Furniture and equipment
Computer equipment

1,089,949
739,309
697,107

25,389
44,116
30,950

-

1,115,338
783,425
728,057

Total accumulated depreciation

2,526,365

100,455

-

2,626,820

-

$ 2,950,594

Total capital assets
Less accumulated depreciation

Capital assets, net

$ 2,888,924

2011
Capital assets

Balance
June 30, 2010

Land
Leasehold improvements
Construction in progress
Furniture and equipment
Computer equipment

$ 2,620,169
1,122,601
84,040
817,713
732,171

Total capital assets

$

61,670

$

Additions
$

8,200
225
9,275
20,895

Deletions
$

Balance
June 30, 2011

-

$ 2,620,169
1,130,801
84,265
826,988
753,066

5,376,694

38,595

-

5,415,289

Leasehold improvements
Furniture and equipment
Computer equipment

1,034,316
672,926
674,071

55,633
66,383
23,036

-

1,089,949
739,309
697,107

Total accumulated depreciation

2,381,313

145,052

-

2,526,365

Less accumulated depreciation

Capital assets, net

$ 2,995,381

$

(106,457)

$

-

$ 2,888,924

As of June 30, 2012 and 2011 the School incurred $84,265 for costs to prepare the land for
construction of a new facility for the School. The costs have been capitalized as construction
in progress and will be depreciated when the new facility is occupied by the School.
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Atlantis Charter School
Notes to Financial Statements - Continued
June 30, 2012
5. Investments
The School holds short term investments in certificates of deposits with various financial
institutions located in Massachusetts. The certificates of deposit may exceed the FDIC
insured limit per financial institution. Additionally, included with the investment balance at
June 30, 2012 and 2011 was $1,182,744 and $1,529,221, respectively which is maintained at
a financial institution that is fully covered by the DIF.
The investments are recorded at fair value at June 30, 2012 and 2011 are as follows:
2012

Certificates of Deposit
Total
2011

Certificates of Deposit
Total

Investment Maturities (in Years)
Less than
Fair Value
1
1-5
$ 2,812,334 $ 2,812,334 $
$ 2,812,334 $ 2,812,334 $
Investment Maturities (in Years)
Less than
Fair Value
1
1-5
$ 3,351,514 $ 3,351,514 $
$ 3,351,514 $ 3,351,514 $

The certificates of deposit are considered a level two investment, because they are subject to
ongoing market fluctuations. The certificates of deposit have been valued using the income
approach. The income approach to fair value measurement estimates the fair value by
calculating the present value of future cash flows that the asset is expected to generate over
its lifetime. The cash flows are discounted to the measurement date at the rate of return that
is required to compensate for the risk associated with the receipt of the future cash flows.
Interest earned in investments as of June 30, 2012 and 2011 was $21,396 and $30,233,
respectively.
6. Accounts Payable and Accrued Expenses
Accounts payable and accrued expenses at June 30, 2012 and 2011 are as follows:
2012
Payables to vendors
Accrued salaries and benefits
Total

$
$
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77,912
694,874
772,786

2011
$
$

44,568
698,112
742,680

Atlantis Charter School
Notes to Financial Statements - Continued
June 30, 2012
7. Lease Commitment
Operating Lease
During fiscal year 2011 the School renewed its building lease with the John Boyd Center (the
Center) for an additional two-year term that expires on July 31, 2012. Rental payments made to
the Center totaled $184,500 for the years ended June 30, 2012 and 2011, respectively. The lease
is payable in monthly installments of $15,375 for the life of the lease. Subsequent to year end
the School renewed the lease for an additional two-year term that expires on July 31, 2014.
The School also leases a building under a ten year agreement with the Foundation. The lease
commenced on July 1, 2003 and was payable in monthly installments of $7,500 over the first 5
years and $11,000 per month thereafter. The lease agreement also includes a one-time payment
of $700,000. This payment has been recorded as a deferred asset and will be amortized over the
life of the lease beginning when the School occupied the building, which was during fiscal year
2004. In fiscal year 2011, the School amortized $70,000 of the deferred assets which was
charged to occupancy. The lease expense for the years ended June 30, 2012 and 2011 was
$202,000, inclusive of the amortized portion of the deferred asset.
The School has future non-cancelable lease commitments as follows:

Year

Amount

2013
2014
2015
Total

$ 316,500
184,500
15,375
$ 516,375

The School entered into an operating lease agreement during fiscal year 2009 to lease a portion
of its property. The lease has an effective term of six years that includes annual rental income of
$18,000. Rental income for both fiscal years ending June 30, 2012 and 2011 was $18,000. The
expected rental income for the subsequent years is as follows:
Year

Amount

2013
2014

$

18,000
4,500

Total

$

22,500
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Atlantis Charter School
Notes to Financial Statements - Continued
June 30, 2012
7. Lease Commitment – Continued
Capital Lease
The School is the lessee of equipment under a capital lease expiring in March 2014. The
asset and liability under the capital lease are recorded at the present value of the minimum
lease payments.
Fiscal Year
Amount
2013
2014

$ 23,615
22,156

Total minimum lease payments
Less amount representing interest

45,771
3,610

Present value of minimum lease payments $ 42,161
The asset is amortized over its estimated life of four years. The following is a summary of
the property held under the capital lease:

Copy equipment
Less accumulated depreciation
Total

Amount
$ 96,965
(50,907)
$ 46,058

8. Retirement Plan
Massachusetts Teachers Retirement System
The Commonwealth of Massachusetts provides for retirement benefits to the School’s eligible
teachers through the Massachusetts Teachers’ Retirement System (the MTRS), a contributory
retirement system administered by the Massachusetts Teachers’ Retirement Board. The MTRS is
governed by Massachusetts General Laws (M.G.L.), Chapter 32, as well as regulations
contained in the Code of Massachusetts Regulations (CMR). Oversight is provided by a seven
member board. The MTRS issues a publicly available annual report that includes financial
statements and required supplementary information, which may be obtained by writing to Public
Employee Retirement Administration Commission (PERAC), 5 Middlesex Avenue, Suite 304,
Somerville, Massachusetts, 02145.
This retirement plan requires an employee contribution of five, seven, eight, or eleven percent
(depending on the plan and the employment date) of the employee's compensation. The School
is not assessed under this plan. This retirement system is a contributory defined benefit plan
covering all the employees deemed eligible. Members of the plan become vested after 10 years
of creditable service. A retirement allowance may be received upon reaching age 55 and upon
attaining 20 years of service.
The plan also provides for retirement at age 55 if the participant (1) has a record of 10 years of
creditable service, (2) was first employed by the School after January 1, 1978, (3) voluntarily left
School employment on or after that date, and (4) left an accumulated annuity deduction in the
fund.
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Atlantis Charter School
Notes to Financial Statements - Continued
June 30, 2012
8. Retirement Plan – Continued
Accounting principles generally accepted in the United States require the School to record such
"on behalf payments" as revenue and expenditures in the financial statements. Accordingly,
$215,755 and $214,315 of pension benefits paid by the Commonwealth of Massachusetts on
behalf of the School are included in revenue and expenditures for the years ended June 30, 2012
and 2011, respectively.
9. Related Party Transactions
The Foundation is a supporting not-for-profit tax exempt organization and a related party of the
Charter School. The School entered into a ten year lease agreement with the Foundation that
commenced on July 1, 2003 (Note 7). In accordance with the terms of the agreement, the School
paid $700,000 to the Foundation at the beginning of the lease. This amount is recorded as a
deferred asset on the Statement of Net Assets and is recognized on a straight line basis over the
life of the lease. Rent expense applicable to the lease with the Foundation in fiscal year 2012
was $202,000 of which $132,000 represented rent payments made during the year and the
remainder $70,000 represents the portion of the deferred asset expensed in fiscal year 2012.
A member of the Board of Trustees is a corporate officer at a financial institution where the
School has cash on deposit. At June 30, 2012 and 2011 total deposits at this institution was
$2,598,721 and $2,585,380, respectively.
Two members of the Board of Trustees are employed by the School. As of June 30, 2012 the
School paid the employees $88,793 in salaries. Additionally, one member of the Board of
Trustees immediate family member is employed by the School. As of June 30, 2012 the School
paid the family member $57,540 in salary.
A member of the Board of Trustees is a former superintendent of the School and during fiscal
year 2012 the School paid $12,811 in benefits on behalf of the former employee.
10. Concentration - Revenue
DESE provided 93% of the funding to the School for each of the years ended June 30, 2012 and
2011 through a per pupil reimbursement and Federal grants.
11. Board Restricted Net Assets
In prior years, the Board of Trustees designated net assets for the development of a new
facility for the School. In accordance with this designation the School established separate
cash accounts to provide the funding for this project and the earnings thereon will also be
designated.
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Atlantis Charter School
Notes to Financial Statements - Continued
June 30, 2012
12. Board Restricted Net Assets – Continued
The balance of the board designated net assets at June 30, 2012 and 2011 are as follows:
2012

2011

Beginning balance $ 5,045,204 $ 4,998,656
Interest earned
30,321
46,498
Additions
50
Ending balance
$ 5,075,525 $ 5,045,204
13. Contingencies
Legal
The School is a defendant in one lawsuit as of June 30, 2012. While the final outcome cannot
be determined at this time, management is of the opinion that the ultimate liability, if any,
from the final resolution of these matters will not have a material effect on the School’s
financial statements. Therefore, no adjustment has been made to the financial statements.
Grant Funding
The School is subject to audit of its Commonwealth of Massachusetts and Federal funding
and as such, if determined that funds are not expended in accordance with the grant
agreements, the grantor agency has the right to recapture these funds. Therefore, final
acceptance of costs incurred under these grants and contracts resides with the grantors. As of
the date of these statements, the materiality of adjustments to final costs, if any, cannot be
determined and management does not anticipate any adjustments.
14. Grants and Other Receivables
Grants and Other Receivables at June 30, 2012 and 2011 are as follows:

2012
Commonwealth of Massachusetts
Other
Total

2011

$ 14,402 $ 16,698
1,494
595
$ 15,896 $ 17,293

15. Risk Management
The School is exposed to various risks of loss related to general liability, property and casualty,
workers’ compensation, unemployment, and employee health claims.
The School carries commercial insurance for general liability, property and casualty, and
workers’ compensation. Losses are insured to the extent the losses exceed the deductibles.
There have been no significant reductions in insurance coverage during fiscal year 2012.
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Atlantis Charter School
Notes to Financial Statements - Continued
June 30, 2012
16. Subsequent Events
The School has evaluated subsequent events through October 24, 2012, which is the date the
financial statements were issued. There are no recognized subsequent events, events that
that provide additional evidence about conditions that existed at the statement of net assets
date, or non-recognized subsequent events, or events that provide evidence about conditions
that did not exist at the statement of net assets date, which are necessary to disclose to keep
the financial statements from being misleading.
17. Cumulative Surplus Revenue
Effective July 1, 2010 any cumulative surplus revenue generated by the School must comply
with M.G.L. c. 71, § 89 (as amended by Chapter 12 of the Acts of 2010 under § 7 (hh)). In
accordance with this legislation and subsequent DESE regulations, if the School’s cumulative
surplus revenue, as defined, exceeds 20% of its operating budget and its budgeted capital
costs for the succeeding fiscal year, the amount in excess of said 20% shall be returned by
the School to the sending district or districts and the Commonwealth in proportion to their
share of tuition paid during the fiscal year.
As of June 30, 2012 the School’s cumulative surplus revenue was less than 20%, however, the
calculation is subject to DESE review and approval. Management does not anticipate any
material change in the calculation.
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Atlantis Charter School
Schedule of 20% Excess Carryover Calculation
June 30, 2012
1 Cumulative surplus/(deficit) beginning of year

$

2 Change in net assets

150,847
174,545

Less:
3
4
5
6
7
8
9

Contributions
Interest income
Principal payments on debt
Capital expenses, less related debt/reserve funds
Current deposits to reserve funds for capital project
Current deposits to reserve funds held as security for debt
Other:
Medicaid reimbursement & other inc.
Sub Total

65,684
31,071
25,354
162,125
113,813
(398,047)

Plus:
10
11
12

Fundraising expenses
Depreciation
Other:
Employee wellness
Sub Total

39,856
18,323
13,766
71,945

Total Surplus/(deficit)

(710) (A)

13 25% of actual tuition payment for current year
14 20% of projected tuition for following year
15 20% budgeted expenditures from capital projects reserve fund
for the following year
16

Allowable carryover

17

Excess deficit

2,092,426
1,633,465
3,725,891 (B)
$ (3,726,601) (A) - (B)

If (A) - (B) is negative no amount is due back to the District.

-24-

SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS

-25-

Atlantis Charter School
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2012
Federal Grantor
(Pass-Through Grantor)
Program Title

Federal
CFDA
Number

Pass-Through
Entity Identifying
Number

Federal
Expenditures

$

U.S. Department of Education
Pass through the Massachusetts Department of Education
Title I

84.010

305-084-2-0491-M

Title I Distribution - Carry Over

84.010

305-430-2-0491-M

1,129

Teacher Quality

84.367

140-297-2-0491 M

42,182

Special Education - Grants to States

84.027

240-137-2-0491-M

176,825

Race to the Top

84.395

201-171-2-0491-M

33,140

SpEd Program Improvement

84.027

274-061-2-0491-M

6,884

Special Education - Preschool Grants

84.175

26212

2,666

Total U.S. Department of Education

470,190

733,016

U.S. Department of Agriculture
Pass through the Massachusetts Department of Education

National School Lunch Program

10.555

9758GF9INI09844
9758NF8INI09844

151,050

Total U.S. Department of Agriculture
Total Federal Financial Assistance

151,050
$

See accompanying notes to schedule.
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Atlantis Charter School
Notes to Schedule of Expenditures of Federal Awards
June 30, 2012
1.

Basis of Presentation
The accompanying Schedule of Expenditures of Federal Awards summarizes the expenditures of
Atlantic Charter School (the School) using the accrual method of accounting under programs of
the federal government for the year ended June 30, 2012. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule
may differ from amounts presented in, or used in the preparation of, the basic financial statements.

2.

Summary of Significant Accounting Policies
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-122, Cost
Principles for Non-profit Organizations, wherein certain types of expenditures are not allowable
or are limited as to reimbursement.
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Daniel Dennis & Company LLP
Certified Public Accountants

The Board of Trustees
Atlantis Charter School
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

We have audited the financial statements of Atlantis Charter School (the School) as of and for the
year ended June 30, 2012, and have issued our report thereon dated October 24, 2012. 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. The financial statements of The Atlantis
Educational Foundation, Inc. were not audited in accordance with Government Auditing Standards
and accordingly this report does not extend to the component unit.
Internal Control over Financial Reporting
Management of the School is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the
School’s internal control over financial reporting as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing our opinion on the effectiveness of the School’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of The School’s
internal control over financial reporting.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the School’s financial statements will not be
prevented, or detected and corrected on a timely basis.
Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designated to identify all deficiencies
in internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the School’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.
This report is intended solely for the information and use of management, the board of trustees,
others within the School, and the Commonwealth of Massachusetts Department of Elementary
and Secondary Education and is not intended to be and should not be used by anyone other than
these specified parties.

October 24, 2012

REPORT IN ACCORDANCE
WITH
OMB CIRCULAR A-133
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Daniel Dennis & Company LLP
Certified Public Accountants

The Board of Trustees
Atlantis Charter School
Report on Compliance With Requirements Applicable to Each Major Program and on Internal
Control Over Compliance in Accordance With OMB Circular A-133
Compliance
We have audited Atlantis Charter School’s (the School) compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a
direct and material effect on the School’s major federal program for the year ended June 30, 2012.
The School’s major federal program is identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of
laws, regulations, contracts, and grants applicable to its major federal program is the responsibility
of the School’s management. Our responsibility is to express an opinion on the School’s
compliance based on our audit.
We conducted our audit of compliance 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
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about the School’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination of the School’s compliance with those requirements.
In our opinion, the School, complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs
for the year ended June 30, 2012. However, the results of our auditing procedures disclosed an
instance of noncompliance with those requirements, which is required to be reported in
accordance with OMB Circular A-133 and which is described in the accompanying schedule of
findings and questioned costs as item 2012-01.
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Internal Control over Compliance
Management of the School is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the School’s
internal control over compliance with the requirements that could have a direct and material effect
on a major federal program to determine the auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in accordance
with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the School’s internal control over compliance.
A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis.
Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be deficiencies, significant deficiencies, or material weaknesses. We
did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above. However, we identified a deficiency in internal control
over compliance that we consider to be significant deficiency as described in the accompanying
schedule of findings and questioned costs as item 2012-01. A significant deficiency in internal
control over compliance is a deficiency or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by
those charged with governance.
The School’s responses to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the School’s responses and,
accordingly, we express no opinion on the responses.
This report in intended solely for the information and use of the board of trustees, management,
federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

October 24, 2012

SCHEDULE OF FINDINGS
AND QUESTIONED COSTS
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Atlantis Charter School
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2012
Section I – SUMMARY OF AUDITOR’S RESULTS
Financial Statements
Type of auditor’s report issued:

Unqualified

Internal control over financial reporting:



Material weakness (es) identified?
Significant deficiency(ies) identified?

Noncompliance which is material to financial statements
noted?

No
No

No

Federal Awards
Internal control over major programs:



Material weakness (es) identified?
Significant deficiency(ies) identified?

No
Yes

Type of auditor’s report issued

Unqualified

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of Circular A133?

Yes

Identification of major programs:
CFDA Number

Name of Federal Program
Title I

84.010

Dollar threshold used to distinguish between type A and
type B programs:

$300,000

Auditee qualified as low-risk auditee?

Yes
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Atlantis Charter School
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2012
III.

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

2012-01 Cash Management
Condition
The School requested Federal funds under the Title I cost
reimbursement grant and the expenditures were not incurred
prior to the request. Additionally, the funds were not
expended in a timely manner thereafter.
Effect
Noncompliance with OMB Circular A-133 Compliance
Supplement Cash Management requirements.
Cause
The School was drawing federal funds on a monthly basis
without expending the prior month’s advances.
Criteria
OMB Circular A-133 Compliance supplement requires that
when entities are funded on a cost reimbursement basis,
program costs must be incurred before reimbursement is
requested from the Federal Government.
Recommendation
We recommend that the School implement control
procedures to ensure compliance with Federal cash
management requirements.
Management Response
The School will develop and implement additional internal
control procedures to ensure all requests for reimbursement
will be based on actual expenses incurred.
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Questioned
Costs
$0

SCHEDULE OF PRIOR YEAR FINDINGS
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Atlantis Charter School
Schedule of Prior Year Findings
For the Year Ended June 30, 2012
IV. STATUS OF PRIOR YEAR FINDINGS
None
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