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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
South Tech Charter Academy, Inc.
Boynton Beach, Florida

Report of the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and each major
fund of South Tech Charter Academy, Inc. (the “School”), as of and for the year ended June 30, 2023, and
the related notes to the financial statements, which collectively comprise the School’s basic financial
statements as listed in the table of contents.

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 School, as of June
30, 2023, 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.

Basis for Opinions

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. Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of the School and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management 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, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the School’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.
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South Tech Charter Academy, Inc.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

° Exercise professional judgment and maintain professional skepticism throughout the audit.

° Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

° Obtain an understanding of internal control relevant to the audit 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 School’s internal control. Accordingly, no such
opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

° Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the School’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 4 through 7, the budgetary comparison schedules — general fund and
special revenue fund on pages 30 and 31, and the schedules related to the pension plan on pages 32
through 35 be presented to supplement the basic financial statements. Such information is the
responsibility of management and, 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.



South Tech Charter Academy, Inc.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September
15, 2023, on our consideration of the School’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely 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 the effectiveness of the School’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the School’s internal control over financial reporting and compliance.

Kafy MCulag

KEEFE McCULLOUGH

Fort Lauderdale, Florida
September 15, 2023
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South Tech Charter Academy, Inc.
Management's Discussion and Analysis
June 30, 2023

Our discussion and analysis of South Tech Charter Academy (the “School”) financial performance
provides an overview of the School's financial activities for the year ended June 30, 2023 with
certain comparative information for 2022. Please read it in conjunction with the School's financial
statements which immediately follow this discussion.

Financial Highlights
The following are highlights of financial activity for the year ended June 30, 2023:

° The School’s total liabilities and deferred inflows exceeded its assets and
deferred outflows as of June 30, 2023 by $ 2,752,037.

° The School’s net position increased by $ 3,092,467 during the current
fiscal year as a result of this year’s operations.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the School's basic financial
statements. The basic financial statements are comprised of three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to basic financial statements.
This report also contains other required supplementary information in addition to the basic
financial statements themselves.

Government-Wide Financial Statements: The government-wide financial statements, which
consist of the following two statements, are designed to provide readers with a broad overview of
the School's finances, in a manner similar to a private-sector business.

o The statement of net position presents information on all the School's
assets, liabilities, and deferred inflows/outflows of resources, with the
difference between the two reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of
whether the financial position of the School is improving or deteriorating.

° The statement of activities presents information showing how the
School's net position changed during the year. All changes in net position
are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods.

The government-wide financial statements include all governmental activities that are principally
supported by grants and entitlements from the state for full-time equivalent funding. The School
does not have any business-type activities. The governmental activities of the School primarily
include instruction and instructional support services.

The government-wide financial statements can be found on pages 8 and 9 of this report.

Fund Financial Statements: A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The School
only has one category of funds - governmental funds.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as balances of spendable resources available
at the end of the year. Such information may be useful in evaluating the School's near-term
financing requirements.



South Tech Charter Academy, Inc.
Management's Discussion and Analysis
June 30, 2023

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the School's near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and change in fund balance provide reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The School maintains several individual governmental funds. Information is presented separately in
the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures and changes in fund balance. The General and Special Revenue funds are considered
to be the School’s major funds.

The School adopts an annual budget for its governmental funds. Budgetary comparison schedules
have been provided for the General fund and Grants fund to demonstrate compliance with the
budgets adopted for each. South Tech Holdings Fund does not have a legally adopted budget, and,
therefore, does not present a budgetary comparison schedule.

The governmental funds financial statements can be found on pages 10 through 13 of this report.

Notes to Basic Financial Statements: The notes provide additional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to basic financial statements can be found on pages 14 through 29 of this report.

Other Information: In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the School's adopted
budget to actual results and schedules relating to the School’s Pension Plan. Required
supplementary information can be found on pages 30 through 35 of this report.

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of financial position. The
following table reflects the condensed government-wide statement of net position as of June 30:

South Tech Charter Academy
Statements of Net Position (Deficit)

2023 2022
Current assets S 9,487,508 S 6,885,155
Noncurrent assets 19,974,640 18,405,680
Total assets 29,462,148 25,290,835
Deferred outflows of resources 2,297,764 2,354,389
Current liabilities 1,282,110 1,058,958
Noncurrent liabilities 17,390,531 15,462,756
Total liabilities 18,672,641 16,521,714
Deferred inflows of resources 10,335,234 11,529,575
Net Position (Deficit):

Net investment in capital assets (878,138) (1,182,537)
Restricted 599,681 605,296
Unrestricted (deficit) 3,030,494 171,176
Total net position (deficit) S 2,752,037 S (406,065)



South Tech Charter Academy, Inc.
Management's Discussion and Analysis
June 30, 2023

A portion of the School's net position reflects its investment in capital assets, less any related
outstanding debt used to acquire those assets. The School uses these capital assets to provide
services to students; consequently, these assets are not available for future spending. Although
the School's investment in its capital assets is reported net of related debt, it should be noted that
the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities. The remaining balance, unrestricted,
may be used to meet the School's ongoing obligations.

The following table reflects the School’s change in net position for the years ended June 30, 2023
and 2022.
South Tech Charter Academy
Statements of Changes in Net Position

2023 2022
Revenues:
Program revenues:
Capital grants and contributions S 9,307 S -
Operating grants and contributions 6,147,671 6,399,506
General revenues:
FTE nonspecific revenues 9,634,385 9,029,329
Contributions and other revenue 3,040,763 2,549,259
Total revenues 18,832,126 17,978,094
Expenses:
Instruction 7,726,648 8,083,125
Administration 1,416,252 1,355,210
Operation and maintenance of plant 5,007,749 4,944,970
Student transportation services 744,715 198,331
Fiscal services 201,143 195,141
Board expenditures 52,561 58,058
Interest and fiscal charges 590,591 603,060
Total expenses 15,739,659 15,437,895
Change in net position 3,092,467 2,540,199
Net Position (Deficit), July 1 (406,065) (2,946,264)
Restatement, Note 13 65,635 -
Net Position (Deficit), June 30 S 2,752,037 S (406,065)

Financial Analysis of the School's Funds

As noted earlier, the School uses fund accounting to maintain control over resources that have
been segregated for specific activities or objectives. The focus of the School's governmental funds
is to provide information on near-term inflows, outflows, and balances of spendable resources.
Such information is useful in assessing the School's financing requirements. In particular,
unassigned fund balance may serve as a useful measure of the School's net resources available for
spending at the end of the fiscal year.



South Tech Charter Academy, Inc.
Management's Discussion and Analysis
June 30, 2023

The General Fund is the chief operating fund of the School. At the end of year 2023, unassigned
fund balance of the General Fund was $ 6,421,303, an increase of $ 2,197,562 for the year. The
overall General Fund balance increased by $ 2,223,977.

General Fund Budgetary Highlights

Total revenues were favorable to the budget by approximately $4,831,000. This was mostly a
result of the in-kind rent not budgeted for, as well as increases in State FEFP allocations, and
receipt of industry certification funds and tax referendum funds not budgeted for.

Total expenditures were unfavorable to the budget by approximately $ 3,552,000. This is mostly
due to in-kind rent that was not budgeted for, which is included in operation and maintenance of
plant and local sources in the revenues noted above. See page 30 for budget and actual
comparisons.

Capital Assets and Debt Administration

Capital assets: The School’s investment in capital assets as of June 30, 2023 amounts to
$ 10,037,374 net of accumulated depreciation as compared to $ 9,890,830 as of June 30, 2022.
This investment in capital assets is composed of land, building and improvements, furniture &
equipment, vehicles, and audio visual and computer software.

Debt: At June 30, 2023 and 2022, the School had outstanding debt of $11,437,330 and
$ 11,595,158, respectively. This mostly comprises the Educational Facility Lease Revenue Bonds

that were issued during the 2021. See Note 8 for a more detailed discussion of the outstanding
debt.

Economic Factors

Facts, decisions, or conditions that are expected to have a significant effect on the financial position
or results of operations of the School in the year 2024 is the impact on expenses if Federal and/or
State allocations are not received as expected.

Requests for Information

This financial report is designed to provide a general overview of South Tech Charter Academy, Inc.
for all those with an interest. Questions concerning any of the information provided in this report
or requests for additional information should be addressed to the South Tech Charter Academy,
Inc.; 6161 W. Woolbright Road, Boynton Beach, FL 33437.
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South Tech Charter Academy, Inc.
Statement of Net Position (Deficit)
June 30, 2023

Current Assets:
Cash
Restricted cash
Due from government agencies
Lease receivable - due in less than one year
Prepaid items

Total current assets

Noncurrent Assets:
Deposits
Lease receivable - due in more than one year
Capital assets, net of accumulated depreciation

Total noncurrent assets
Total assets

Deferred Outflows of Resources:
Deferred pension outflows

Total assets and deferred outflows

Current Liabilities:
Accounts payable
Accrued liabilities
Unearned revenue
Due to related party
Debt - due in in less than one year

Total current liabilities

Noncurrent Liabilities:
Compensated absences payable
Debt - due in in more than one year
Net pension liability

Total noncurrent liabilities
Total liabilities

Deferred Inflows of Resources:
Deferred rental income
Deferred pension inflows

Total deferred inflows
Total liabilities and deferred inflows

Net Position (Deficit):
Net investment in capital assets
Restricted for debt service
Unrestricted

Total net position

$

Governmental

Activities

5,969,965
1,285,535
1,534,614
221,000
476,394

9,487,508

34,232
9,903,034
10,037,374

19,974,640

29,462,148

2,297,764

31,759,912

65,627
670,170
44,534
343,079
158,700

1,282,110

610,252
11,278,630
5,501,649

17,390,531

18,672,641

9,860,091
475,143

10,335,234

29,007,875

(878,138)
599,681
3,030,494

2,752,037

The accompanying notes to basic financial statements are an integral part of these statements.
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South Tech Charter Academy, Inc.
Statement of Activities
For the Year Ended June 30, 2023

Functions/Programs:

Governmental activities:
Instruction
Pupil personnel services
Instructional staff training
Instructional-related technology
Board expenditures
General administration
School administration
Fiscal services
Central services
Student transportation services
Operation and maintenance
of plant
Administrative technology
services
Interst and fiscal charges

Total governmental
activities

Governmental
Activities

Program Revenues Net Revenue

Capital Operating (Expense) and
Grants and Grants and Change in
Expenses Contributions  Contributions Net Position
S 6,985,408 S 9,307 § 2,157,290 S (4,818,811)
624,815 - 124,867 (499,948)
111,475 - 56,522 (54,953)
4,950 - - (4,950)
52,561 - - (52,561)
358,479 - 127,649 (230,830)
759,709 - - (759,709)
201,143 - - (201,143)
185,542 - 2,826 (182,716)
744,715 - 5,032 (739,683)
5,007,749 - 3,673,485 (1,334,264)
112,522 - - (112,522)
590,591 - - (590,591)
S 15,739,659 S 9,307 S 6,147,671 (9,582,681)
General revenues:

FTE nonspecific revenues 9,634,385
Contributions and other revenue 3,040,763
Total general revenues 12,675,148
Change in net position 3,092,467

Net position (deficit), July 1, 2022,
as restated (Note 13) (340,430)
Net position, June 30, 2023 S 2,752,037

The accompanying notes to basic financial statements are an integral part of these statements.
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South Tech Charter Academy, Inc.
Balance Sheet - Governmental Funds
June 30, 2023

South
Tech
General Grants Holdings
Fund Fund Fund Total
Assets:
Cash S 5,945,900 S - S 24,065 S 5,969,965
Restricted cash - - 1,285,535 1,285,535
Due from government agencies - 1,534,614 - 1,534,614
Due from other funds 1,569,614 - - 1,569,614
Lease receivables - - 10,124,034 10,124,034
Prepaid items 352,797 - 123,597 476,394
Deposits 34,232 - - 34,232
Total assets S 7,902,543 S 1,534,614 S 11,557,231 S 20,994,388
Liabilities:
Accounts payable S 58,535 § - S 7,092 § 65,627
Accrued liabilities 533,695 - 105,336 639,031
Unearned revenue - - 44,534 44,534
Due to related party 343,079 - - 343,079
Due to general fund - 1,534,614 35,000 1,569,614
Total liabilities 935,309 1,534,614 191,962 2,661,885
Deferred Inflows of Resources:
Deferred rental income - - 9,860,091 9,860,091
Fund Balances:
Nonspendable:
Leases - - 263,943 263,943
Prepaid items and deposits 387,029 - 123,597 510,626
Restricted for:
Debt service - - 595,820 595,820
Capital projects - - 521,818 521,818
Assigned - school-based
student activity organizations 158,903 - - 158,903
Unassigned 6,421,302 - - 6,421,302
Total fund balances 6,967,234 - 1,505,178 8,472,412
Total liabilities and
fund balances S 7,902,543 S 1,534,614 S 11,557,231 S 20,994,388

The accompanying notes to basic financial statements are an integral part of these statements.

10



South Tech Charter Academy, Inc.

Reconciliation of the Balance Sheet - Governmental Funds
to the Statement of Net Position (Deficit)

June 30, 2023

Total Fund Balances - Governmental Funds S 8,472,412

Amounts reported for governmental activities in the
statement of net position are different because:

Capital assets used in governmental activities are not
financial resources; therefore, they are not reported
in the governmental funds.

Cost of capital assets S 11,388,025
Accumulated depreciation (1,350,651) 10,037,374

Certain pension-related amounts, such as net pension
liability and deferred amounts are not due and payable in
the current period or do not represent current financial
resources and therefore, are not reported in the funds

Net pension liability S (5,501,649)
Deferred pension outflows 2,297,764
Deferred pension inflows (475,143) (3,679,028)

Long-term liabilities are not due and payable in
the current period and, therefore, are not reported in
the governmental funds.

Debt $ (11,437,330)

Accrued interest payable (31,139)

Compensated absences (610,252) (12,078,721)
Net Position of Governmental Activities S 2,752,037

The accompanying notes to basic financial statements are an integral part of these statements.
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South Tech Charter Academy, Inc.

Statement of Revenues, Expenditures and
Changes in Fund Balances - Governmental Funds
For the Year Ended June 30, 2023

South
Tech
General Grants Holdings
Fund Fund Fund Total
Revenues:
State sources S 9,634,385 - - 9,634,385
Federal sources - 2,536,801 - 2,536,801
Local sources 5,586,473 - 1,074,467 6,660,940
Total revenues 15,220,858 2,536,801 1,074,467 18,832,126
Expenditures:
Current:
Instruction 4,963,430 2,157,290 - 7,120,720
Pupil personnel services 524,952 124,867 - 649,819
Instructional staff training 57,563 56,522 - 114,085
Instructional-related technology 4,950 - - 4,950
Board expenditures 53,635 - - 53,635
General administration 131,949 127,649 105,027 364,625
School administration 777,127 - - 777,127
Fiscal services 209,059 - - 209,059
Central services 186,211 2,826 - 189,037
Student transportation services 758,193 5,032 - 763,225
Operation and maintenance
of plant 4,624,842 53,308 44,496 4,722,646
Administrative technology 118,796 - - 118,796
services
Capital outlay 564,435 9,307 - 573,742
Debt service:
Principal 17,695 - 135,000 152,695
Interest 4,045 - 567,324 571,369
Fiscal and other charges - - 24,734 24,734
Total expenditures 12,996,882 2,536,801 876,581 16,410,264
Net changes in
fund balances 2,223,976 - 197,886 2,421,862
Fund Balances, July 1, 2022,
as restated (Note 13) 4,743,258 - 1,307,292 6,050,550
Fund Balances, June 30, 2023 S 6,967,234 S - s 1,505,178 § 8,472,412

The accompanying notes to basic financial statements are an integral part of these statements.
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South Tech Charter Academy, Inc.

Reconciliation of the Statement of Revenues,
Expenditures and Change in Fund Balances -
Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2023

Change in Fund Balances - Governmental Funds

Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlay as
expenditures. However, in the statement of activities,
these costs are allocated over their estimated useful
lives as a provision for depreciation.

Expenditures for capital assets
Less: current year depreciation

Certain changes related to pension assets and liabilities

are not reported in the net change in the governmental
funds.

Change in deferred outflows
Change in deferred inflows

Debt proceeds and other financing sources provide current
financial resources of governmental funds, while the
repayment of the related debt principal consumes those
financial resources. These transactions, however have no
effect on net position in the current period.

Principal payments on debt
Amortization of bond premuim
Change in accrued interest on bonds

Some expenses reported in the statement of activities
require the use of current financial resources and, therefore
not reported as expenditures in the governmental funds.

Change in compensated absences
Change in the net pension liability

Change in Net Position of Governmental Activities

573,742

(427,198)

(56,625)

2,514,088

152,695
5,133
379

10,686
(2,102,295)

2,421,862

146,544

2,457,463

158,207

(2,091,609)

3,092,467

The accompanying notes to basic financial statements are an integral part of these statements.
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South Tech Charter Academy, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 1 - Organization and Operations

South Tech Charter Academy, Inc. (the “School”) is a not-for-profit corporation organized pursuant
to Chapter 617, Florida Statutes, the Florida Not-For-Profit Corporation Act, and Section 228.056,
Florida Statutes. The School commenced operations in July 2004 and offers classes for grades nine
through twelve in the City of Boynton Beach, Florida. One thousand one hundred and twenty
three (1,123) students were enrolled in classes when the school year ended June 30, 2023. The
School is currently in the 19t year of operating as a conversion charter school.

Note 2 - Summary of Significant Accounting Policies

Reporting entity: The School operates under a charter granted by the sponsoring School Board,
the School Board of Palm Beach County, Florida. The current charter is effective until June 30, 2035
and may be renewed in fifteen-year increments if the School remains a “High Performing School.”
At the end of the term of the charter, the Board may choose not to renew the charter under
grounds specified in the charter, in which case the Board is required to notify the School in writing
at least ninety days prior to the charter's expiration. During the term of the charter, the Board may
also terminate the charter if good cause is shown.

The School may also be financially accountable if an organization is fiscally dependent on the
School regardless of whether the organization has a separately elected governing board, a
governing board appointed by another government, or a jointly approved board. In addition,
component units can be other organizations for which the nature and significance of their
relationship with the School are such that exclusion would cause the reporting entity's financial
statements to be misleading or incomplete. The School is financially accountable for a component
unit if it appoints a voting majority of the organization’s governing board and it is able to impose its
will on the organization or there is potential for the organization to provide specific financial
benefits to, or impose specific financial burdens on the School.

Discretely Presented Component Units

Discretely presented component units are separate legal entities that meet the component unit
criteria described above, but do not meet the criteria for blending, given that they do not function
as an internal part of the primary government. Currently, the School has no discretely presented
component units.

Blended Component Units

Blended component units are separate legal entities that meet the component unit criteria
described above and whose governing body is the same as, substantially the same as, or appointed
by the board of directors of the School and the component unit provides services (financial benefit)
entirely to the School. Currently, the School has one blended component unit: South Tech Schools
Holdings, LLC.

In June 2020, the School approved the articles of incorporation for the creation of South Tech
Schools Holdings, LLC. (“Holdings”). Holdings was created as a Florida not for profit 501(c)(3)
corporation which was formed to further the charitable and educational purposes of its sole
member, the School. All activity of Holdings is presented in the South Tech Holdings Fund (a special
revenue fund of the School). Separate financial statements of the blended component unit are not
issued.

Basis of presentation: Based on the guidance presented in the American Institute of Certified
Public Accountants Audit and Accounting Guide — Not-for-Profit Organizations and provisions of
Section 228.056(9), Florida Statutes, the School is presented as a governmental organization for
financial statement reporting purposes.
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South Tech Charter Academy, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 2 - Summary of Significant Accounting Policies (continued)

Government-wide financial statements: Government-wide financial statements, including the
statement of net position and the statement of activities, present information about the School as
a whole.

Government-wide financial statements are prepared using the economic resources measurement
focus. The statement of activities presents a comparison between direct expenses and program
revenues for each function or program of the School’s governmental activities. Direct expenses are
those that are specifically associated with a service, program, or department and are thereby
clearly identifiable to a particular function.

Program revenues include charges paid by the recipient of the goods or services offered by the
program and grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues are
presented as general revenues. The comparison of direct expenses with program revenues
identifies the extent to which each governmental function is self-financing or draws from the
general revenues of the School.

This government-wide focus is more on the ability to sustain the School as an entity and the change
in the School's net position resulting from the current year's activities.

Fund financial statements: Fund financial statements report detailed information about the School
in the governmental funds. The focus of governmental fund financial statements is on major funds
rather than reporting funds by type. Each major fund is reported in a separate column. Because the
focus of governmental fund financial statements differs from the focus of government-wide
financial statements, a reconciliation is presented with each of the governmental fund financial
statements.

The School reports the following major funds:

° General Fund — This fund is employed in accounting for all the operating
activities of the School except those required to be accounted for in
another fund.

° Grants Fund — This fund is used to account for federal grants that are
legally restricted to expenditures for particular purposes.

o South Tech Holdings Fund — This fund is used to account for the activity
of South Tech Schools Holdings, LLC, a special revenue fund of the School.

Net position: Net position is classified in three categories. The general meaning of each is as
follows:

° Net investment in capital assets — represents the difference between the
cost of any capital assets, less accumulated depreciation reduced by the
outstanding balance of any borrowings used for the acquisition,
construction or improvements of those assets, if any.

° Restricted net position — consists of net position with constraints placed
on their use either by 1) external groups such as creditors, grantors,
contributors, or laws or regulations of other governments, or 2) law
through constitutional provisions or enabling legislation.

° Unrestricted — indicates that portion of net position that can be used for
future operations.
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South Tech Charter Academy, Inc.
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June 30, 2023

Note 2 - Summary of Significant Accounting Policies (continued)

Fund balance: The School has implemented the provisions of GASB Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions. This statement provides more clearly
defined fund balance classifications to report on the nature and extent to which the School is
bound to have constraints on the specific purposes for which amounts in those funds can be spent.

The following classifications describe the relative strength of the spending constraints:

° Nonspendable — amounts that are not in spendable form (such as prepaid
items and deposits) or are legally or contractually required to be
maintained intact.

° Restricted — amounts constrained to specific purposes by external
providers (such as grantors) or imposed by law through constitutional
provisions, or by enabling legislation.

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

° Assigned — amounts the School intends to use for a specific purpose but
are neither restricted nor committed. Assignments can be made by the
School’s body or any delegated authority at their direction.

o Unassigned — amounts that have not been assigned to other funds and
that have not been restricted, committed or assigned to specific purposes
within the General Fund.

When expenditures are incurred for purposes for which both restricted and unrestricted fund
balance is available, the School considers restricted funds to have been spent first. When
expenditures are incurred for which committed, assigned or unassigned fund balances are
available, the School considers amounts to have been spent first out of committed funds, then
assigned funds and finally unassigned funds, as needed, unless the School Board or its delegated
official or body has provided otherwise in its commitment or assignment actions.

Measurement focus and basis of accounting: Basis of accounting refers to the point at which
revenues or expenditures/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. Governmental funds use the current financial resources measurement focus and the
governmental-wide statement uses the economic resources measurement focus.

Governmental activity in the government-wide financial statements is presented on the full accrual
basis of accounting. Revenues are recognized when earned and expenses are recognized when
incurred.

The governmental fund basic financial statements are presented using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available. Measurable means the amount of the
transaction can be determined. Available means collectible within the current period or soon
enough thereafter to pay current liabilities. The School considers revenues to be available if they
are collected within 60 days of the end of the fiscal year. Expenditures are recorded when the
related fund liability is incurred, except for long-term debt principal and interest which are
reported as expenditures in the year due.
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June 30, 2023

Note 2 - Summary of Significant Accounting Policies (continued)

Cash and cash equivalents: Cash and cash equivalents are defined as demand deposits, money
market accounts, and short-term investments with original maturities of three months or less from
the date of acquisition.

Due from government agencies: Amounts due to the School by governments or agencies are for
grants or programs under which the services have been provided by the School.

Due to/from other funds: Interfund receivables and payables arise from interfund transactions and
are recorded by all funds affected in the period in which transactions are executed. The balances
result from the time lag between the dates that interfund goods and services are provided or
reimbursable expenditures occur, transactions recorded in the accounting system including
reimbursement receivables from award grantor agency, and payments between funds are made.

Prepaid items: Certain payments to vendors reflect cost applicable to a future accounting period
and are recorded as prepaid items in both government-wide and fund financial statements.

Capital assets: Capital assets purchased or acquired are capitalized at historical cost or estimated
historical cost. Capital assets are defined by the School as assets with an initial cost of $ 1,000 and
useful life of over one year. Donated capital assets are valued at their estimated fair market value
as of the date received. Additions, improvements, and other capital outlays that significantly
extend the useful life of an asset are capitalized and depreciated over the remaining useful lives of
the related capital assets. Other costs incurred for repairs and maintenance are expensed as
incurred.

Depreciation on all assets is provided on the straight-line basis over the estimated useful lives as

follows:
Building 28 years
Furniture and equipment 3-10 years
Audio visual and computer software 3-5 years
Vehicles 10 years

Compensated absences: Compensated absences (i.e. paid absences for employee vacation leave
and sick leave) are recorded as expenditures in governmental funds when leave is used or when
accrued as payable to employees entitled to cash payment in lieu of taking leave. In the
government-wide financial statements, compensated absences are recorded as an expense when
earned by the employees. The liability for compensated absences is classified as a long-term
liability because the amount of vacation and sick time to be used within the following year cannot
be reasonably estimated.

Deferred outflows/inflows of resources: In addition to assets, the statement of net position will
sometimes report a separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of net assets that
applies to future periods and so will not be recognized as an outflow of resources
(expense/expenditure) until then. At June 30, 2023, the School had deferred outflows of
$ 2,297,764 in relation to the net pension liability.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net assets that applies to future periods and will not be
recognized as an inflow of resources (revenue) until that time. At June 30, 2023, the School had
deferred inflows of $ 475,143, in relation to the net pension liability, as well as $ 9,860,091 relating
to the net present value of future rental receipts expected to be received.
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Note 2 - Summary of Significant Accounting Policies (continued)

Unearned revenue: Unearned revenue arises when the School receives resources before it has a
legal claim to them.

Grant and contract revenue: Grant and contract revenue is recognized when the allowable costs
as defined by the individual grant or contract are incurred.

Revenue recognition: Student funding is provided by the State of Florida through the School Board.
Such funding is recorded as entitlement revenue in the government-wide financial statements and
state source revenue in the fund financial statements and is net of a 5% administration fee retained
by the School Board. This funding is received on a prorata basis over the twelve-month period and
is adjusted for changes in full-time equivalent (FTE) student population.

Income taxes: The School is a department of a nonprofit corporation whose revenue is derived
primarily from other governmental entities. The School is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code. Accordingly, no provision for income taxes has been made
in these basic financial statements.

Use of estimates: The preparation of financial statements in accordance 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 financial statements and the reported amounts of revenues
and expenditures/expenses during the reporting period. Actual results could differ from those
estimates.

Date of management’s review: Subsequent events have been evaluated through September 15,
2023, which is the date the financial statements were available to be issued.

Note 3 - Budgets

The School formally adopted budgets for the General and Grants funds by function for the year
ended June 30, 2023. The budgets have been prepared in accordance with accounting principles
generally accepted in the United States of America. A comparison of the actual results of
operations to the final budgeted amounts for the General Fund and Grants Fund are presented as
required supplemental information. There is no approved budget for the South Tech Holdings
Fund.

Note 4 - Cash and Cash Equivalents

Deposits: At June 30, 2023 the total carrying amount of the School's cash balances was
$5,969,965. The bank balance at local depositories was S 5,994,016.

State statutes require, and it is the School’s policy, that all deposits be made into, and be held by,
financial institutions designated by the treasurer of the State of Florida as qualified public
depositories as defined by Chapter 280 of the Florida Statutes. This statute requires that every
qualified public depository institution maintain eligible collateral to secure the public entity’s funds.
The minimal collateral to be pledged by an institution, the collateral eligible for pledge, and
reporting requirements of the qualified public depositor to the treasurer is defined by the statue.
Collateral is pooled in a multiple qualified public depository institution pool with the ability to
assess members of the pool should the need arise. The School’s deposits are held in a qualified
public depository. They are covered by the collateral pool, as the School has identified itself as a
public entity at June 30, 2023.

Restricted cash: At June 30, 2023, the School maintains cash and cash equivalents restricted for
future debt service payments in the amount of $ 763,717 and future capital projects of $ 521,818.
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Note 5 - Lease Receivable

Previously, Holdings issued the Educational Facility Lease Revenue Bonds (Note 8) to finance the
acquisition of a facility leased to the School. The School has since entered into a sublease
agreement with South Tech Preparatory Academy, Inc. (“STP”) (Note 9) and a lease agreement with
Florida High School for Accelerated Learning — West Palm Beach Campus, Inc. (the “Tenant”).

The School’s sublease with STP is concurrent with the term of the bonds (through June 2055) and
can be extended for two additional five-year terms. The two additional five-year terms are not
included in the calculation of lease receivable, as management cannot reasonably determine if STP
will execute the extensions at this time. Lease payments, including interest at 5%, are made
monthly at rates varying annually in relation to the bonds’ underlying payments. STP also pays
common area maintenance charges, which are not included in the lease receivable’s measurement
due to annual adjustments. At June 30, 2023, in relation to this lease the School has a lease
receivable of $ 7,039,551 and deferred rental income of $ 6,862,621. For the year ended June 30,
2023, the School recognized approximately S 214,000 in rental income, $ 355,000 in interest
income, and $ 95,000 in common area maintenance in relation to its lease with STP.

The School’s lease with the Tenant is through August 2027, and can be extended for two additional
5 year terms, which are included in the calculation of the lease receivable. This lease requires fixed
payments of approximately S 23,000 per month, including interest at 5%, through the term of the
lease. Payments are set to increase 12% each renewal period. In addition to fixed monthly
payments, the Tenant also pays common area maintenance charges, which are not included in the
lease receivable’s measurement due to annual adjustments. At June 30, 2023, in relation to this
lease, the School has a lease receivable of $ 3,084,483 and deferred rental income of $ 2,997,470.
For the year ended June 30, 2023, the School recognized approximately $ 212,000 in rental income,
S 144,000 in interest income, and $ 53,000 in common in common area maintenance in relation to
its lease with the Tenant.

Future minimum payments under these leases due to the School through maturity are as follows:

Year Ending
June 30, Principal Interest Total
2024 S 221,000 S 501,000 S 722,000
2025 225,000 490,000 715,000
2026 237,000 479,000 716,000
2027 247,000 467,000 714,000
2028 289,000 453,000 742,000
2029-2033 1,738,000 2,025,000 3,763,000
2034-2038 2,119,000 1,513,000 3,632,000
2039-2043 1,072,000 1,136,000 2,208,000
2044-2048 1,377,000 832,000 2,209,000
2049-2053 1,761,000 442,000 2,203,000
2054-2055 838,000 44,000 882,000
Total 10,124,000 8,382,000 18,506,000

19



South Tech Charter Academy, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 6 - Capital Assets

A summary of changes in governmental capital assets is as follows:

Balance at Balance at
July 1, June 30,
2022 Additions Deletions 2023
Capital assets, not being depreciated:
Land S 1,820,528 S - S - S 1,820,528
Capital assets, being depreciated:
Building 8,229,752 - - 8,229,752
Furniture and equipment 672,825 28,042 (96,065) 604,802
Audio visual and computer software 272,082 - (246,445) 25,637
Vehicles 161,606 545,700 - 707,306
Total capital assets, being
depreciated 9,336,265 573,742 (342,510) 9,567,497
Accumulated depreciation:
Building 489,866 293,920 - 783,786
Furniture and equipment 480,401 63,728 (96,065) 448,064
Audio visual and computer software 271,582 500 (246,445) 25,637
Vehicles 24,114 69,050 - 93,164
Total accumulated
depreciation 1,265,963 427,198 (342,510) 1,350,651
Net capital assets S 9,890,830 S 146,544 S - S 10,037,374

The provision for depreciation for the year ended June 30, 2023 amounted to $ 427,198 of which
$293,920 was allocated to operation and maintenance of plant, $119,950 was allocated to
instruction and $ 13,328 was allocated to school administration.

As part of the School's charter contract, all capital assets purchased with public funds will
automatically revert to the district school board upon the non-renewal or termination of the
contract.

Note 7 - Contingencies and Commitments

Risk financing: The School is exposed to various risks of loss related to torts, theft of, damage to,
and destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
School places all insurance risk, less nominal deductibles, in the hands of commercial carriers. At
the present time, management believes that any claims the School may have are insured and that
any expense associated with them will not materially affect the financial position of the School.
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Note 7 - Contingencies and Commitments (continued)

Grant funding: The School received financial assistance from federal, state, and local governmental
agencies in the form of grants. The disbursement of funds received under these programs
generally requires compliance with terms and conditions specified in the grant agreements and
may be subject to audit by the grantor agencies. In accordance with Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards Uniform Guidance) and the Florida Single Audit Act, the School is
required to conduct "single audits" when the required threshold, which is § 750,000 for both
federal and state financial assistance, is met. The federal threshold is exceeded for the School, and
as a result, the School is in the process of completing this requirement.

Note 8 - Long-Term Liabilities

The following is a summary of changes in long-term liabilities for the year ended June 30, 2023:

Balance at Balance at Due

July 1, June 30, In One

2021 Additions Deletions 2022 Year
Bonds payable S 11,345,000 S - S 135,000 S 11,210,000 S 140,000
Bond premium 171,116 - 5,133 165,983 -
Financed purchase 79,042 - 17,695 61,347 18,700
Compensated absences 620,938 234,889 245,575 610,252 -
Net pension liability 3,399,354 2,102,295 - 5,501,649 -

$ 15615450 S 2,337,184 S 403,403 S 17,549,231 S 158,700

Educational Facility Lease Revenue Bonds — Series 2020 A&B Issuance: During the year ended June
30, 2021, Holdings issued $ 14,000,000 in Educational Facilities Lease Revenue Bonds, Series 2020A
for $ 11,315,000 and Series 2020B for $ 260,000. These bonds were used to provide financing for
real property of which South Tech Preparatory Academy, Inc. (Note 10) resides. The 2020A bonds
bear interest at 5.00% through June 2055. The 2020B bonds bear interest at 5.25% through June
2023. The bonds required monthly payments to be made to a bond sinking escrow fund of
approximately $ 58,000 through June 2054 and $ 117,000 from July 2054 through June 2055 where
cash is accumulated for the annual principal and interest to be redeemed.

The bonds also contain financial covenants that the School is required to meet including, but not
limited to days cash on hand and a long-term debt service coverage ratio. As of June 30, 2023, the
School is in compliance with these covenants.

In addition, the Bonds are secured by pledge of all revenues, except certain Federal funds, and
lease agreements executed in connection with the bond.
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Note 8 - Long-Term Liabilities (continued)

The annual debt service requirements are approximately as follows:

Year Ending
June 30, Principal Interest Total
2024 140,000 560,000 700,000
2025 145,000 554,000 699,000
2026 155,000 546,000 701,000
2027 160,000 539,000 699,000
2028 170,000 531,000 701,000
2029-2033 980,000 2,517,000 3,497,000
2034-2038 1,255,000 2,246,000 3,501,000
2039-2043 1,605,000 1,899,000 3,504,000
2044-2048 2,050,000 1,455,000 3,505,000
2049-2053 2,610,000 889,000 3,499,000
2054-2055 1,940,000 164,000 2,104,000
Total S 11,210,000 S 11,900,000 S 23,110,000

Financed purchase: The School is obligated under a finance purchase agreement for equipment.
The agreement requires monthly installments of approximately $ 1,800 including interest at 5.80%
through July 2026. The remaining balance of this lease at June 30, 2023 is $ 61,347.

Approximate future payments under this lease are approximately as follows:

Year Ending
June 30, Principal Interest Total
2024 18,700 3,000 21,700
2025 19,800 1,900 21,700
2026 21,000 700 21,700
2027 1,800 - 1,800
Total S 61,300 S 5,600 S 66,900

Note 9 - Interfund Receivables and Payables

At June 30, 2023, the General Fund had balances of $ 1,534,614 due from the Grants Fund and
$ 35,000 due from the South Tech Holdings Fund. The outstanding balances between funds
resulted mainly from the time lag occurring between the dates that interfund goods and services
are provided or reimbursable expenditures occur, transactions are recorded in the accounting
system, and payments between funds are made.

Note 10 - Related Party Transactions

The School is related to South Tech Preparatory Academy, Inc. (“STP”) through common board
members. At June 30, 2023, the School has a payable balance to STP in the amount of $ 343,079
which represents reimbursement of certain shared expenditures. In addition, STP is the subtenant
for the lease agreement between the School and Holdings for the rental of the facility in with STP
resides (Note 5).
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Note 11 - Lease

The School leases facilities for its operations under an agreement with the School Board of Palm
Beach County. The lease agreement became effective July 1, 2020 and will expire on June 30, 2035,
concurrent with the charter agreement. The agreement provides that the School pays S 1 for the
use of the County’s facilities. The School recorded an in-kind donation and respective rent expense
in the amount of approximately $ 301,700 per month, based on a fair value of S 16.68 per square
foot. Total in-kind revenue and expense in connection with the facility lease amounted to
approximately $ 3,620,000 for the year ended June 30, 2023.

Note 12 - Florida Retirement System

As provided by Chapters 121 and 112, Florida Statutes, the Florida Retirement System (“FRS”)
provides two cost sharing, multiple employer defined benefit plans administered by the Florida
Department of Management Services, Division of Retirement, including the FRS Pension Plan
(“Pension and/or FRS Plan”) and the Retiree Health Insurance Subsidy (“HIS Plan”), and a defined
contribution pension plan (“Investment Plan”). As a general rule, membership in the FRS is
compulsory for all employees working in a regularly established position for a state agency, county
government, district school board, state university, community college, or a participating city or
special district within the State of Florida. The FRS provides retirement and disability benefits,
annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. Benefits
are established by Chapter 121, Florida Statutes, and Chapter 60S, Florida Administrative Code.
Amendments to the law can be made only by an act of the Florida State Legislature.

The State of Florida annually issues a publicly available financial report that includes financial
statements and required supplementary information for the FRS. The latest available report may be
obtained by writing to the State of Florida Division of Retirement, Department of Management
Services, P.0O. Box 9000, Tallahassee, Florida 32315-9000, or by calling (877) 377-1737 or by visiting
the website: http://www.dms.myflorida.com/workforce_operations/retirement/publications.

Pension Plan:

Plan Description - The Pension Plan is a cost-sharing multiple-employer defined benefit pension
plan, with a Deferred Retirement Option Program (“DROP”) for eligible employees.

Benefits Provided - Benefits under the Pension Plan are computed on the basis of age, average final
compensation, and service credit. For Pension Plan members enrolled before July 1, 2011, Regular
class members who retire at or after age 62 with at least six years of credited service or 30 years of
service regardless of age are entitled to a retirement benefit payable monthly for life, equal to 1.6%
of their final average compensation based on the five highest years of salary, for each year of
credited service. Vested members with less than 30 years of service may retire before age 62 and
receive reduced retirement benefits. Special Risk Administrative Support class members who retire
at or after age 55 with at least six years of credited service or 25 years of service regardless of age
are entitled to a retirement benefit payable monthly for life, equal to 1.6% of their final average
compensation based on the five highest years of salary, for each year of credited service.

Special Risk class members (sworn law enforcement officers, firefighters, and correctional officers)
who retire at or after age 55 with at least six years of credited service, or with 25 years of service
regardless of age, are entitled to a retirement benefit payable monthly for life, equal to 3.0% of
their final average compensation based on the five highest years of salary for each year of credited
service. Senior Management Service class members who retire at or after age 62 with at least six
years of credited service or 30 years of service regardless of age are entitled to a retirement benefit
payable monthly for life, equal to 2.0% of their final average compensation based on the five
highest years of salary for each year of credited service.
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Note 12 - Florida Retirement System (continued)

Elected Officers’ class members who retire at or after age 62 with at least six years of credited
service or 30 years of service regardless of age are entitled to a retirement benefit payable monthly
for life, equal to 3.0% times the years of service (3.33% for judges and justices) times their final
average compensation based on the five highest years of salary for each year of creditable service.

For Plan members enrolled on or after July 1, 2011, the vesting requirement is extended to eight
years of creditable service for all these members and increasing normal retirement to age 65 or 33
years of service regardless of age for Regular, Senior Management Service, and Elected Officers’
class members, and to age 60 or 30 years of service regardless of age for Special Risk and Special
Risk Administrative Support class members. Also, the final average compensation for all these
members will be based on the eight highest years of salary.

As provided in Section 121.101, Florida Statutes, if the member is initially enrolled in the Pension
Plan before August 1, 2011, the annual cost of living adjustment (“COLA”) is three percent per year.
The COLA formula for retirees with an effective retirement date or DROP begin date on or after
August 1, 2011, will be the sum of the pre-July 2011 service credit divided by the total service credit
at retirement multiplied by 3 percent. Plan members initially enrolled on or after July 1, 2011, will
not have a cost-of-living adjustment after retirement.

In addition to the above benefits, the DROP program allows eligible members to defer receipt of
monthly retirement benefit payments while continuing employment with a FRS employer for a
period not to exceed 60 months after electing to participate. Deferred monthly benefits are held in
the FRS Trust Fund and accrue interest. There are no required contributions by DROP participants.

Contributions - Effective July 1, 2011, all enrolled members of the FRS, other than DROP
participants, are required to contribute three percent of their salary to the FRS. In addition to
member contributions, governmental employers are required to make contributions to the FRS
based on state-wide contribution rates established by the Florida Legislature. These rates are
updated as of July 1 of each year. The employer contribution rates by job class for the periods from
July 1, 2022 through June 30, 2023, were as follows: Regular - 11.91%; Special Risk Administrative
Support — 38.65%; Special Risk - 27.83%; Senior Management Service — 31.57%; Elected Officers’ —
57.00%; and DROP participants - 18.60%. These employer contribution rates include 1.66% HIS Plan
subsidy for the periods from July 1, 2022 through June 30, 2023.

HIS Plan:

Plan Description - The HIS Plan is a cost-sharing multiple-employer defined benefit pension plan
established under Section 112.363, Florida Statutes, and may be amended by the Florida legislature
at any time. The benefit is a monthly payment to assist retirees of State-administered retirement
systems in paying their health insurance costs and is administered by the Florida Department of
Management Services, Division of Retirement.

Benefits Provided - For the fiscal year ended June 30, 2023, eligible retirees and beneficiaries
received a monthly HIS payment of S 5 for each year of creditable service completed at the time of
retirement, with a minimum HIS payment of $ 30 and a maximum HIS payment of $ 150 per month.
To be eligible to receive these benefits, a retiree under a State-administered retirement system
must provide proof of health insurance coverage, which may include Medicare.

Contributions - The HIS Plan is funded by required contributions from FRS participating employer’s
asset by the Florida Legislature. Employer contributions are a percentage of gross compensation for
all active FRS members. For the fiscal year ended June 30, 2023, the HIS contribution was 1.66%.
The School contributed 100% of its statutorily required contributions for the current and preceding
three years.
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Note 12 - Florida Retirement System (continued)

HIS Plan contributions are deposited in a separate trust fund from which payments are authorized.
HIS Plan benefits are not guaranteed and are subject to annual legislative appropriation. In the
event legislative appropriation or available funds fail to provide full subsidy benefits to all
participants, benefits may be reduced or cancelled.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions: At June 30, 2023, the School reported liabilities of $ 3,904,834 for
its proportionate share of the FRS Plan’s net pension liability and $ 1,596,815 for the HIS Plan’s net
pension liability for a total net pension liability of $5,501,649. The net pension liability was
measured as of June 30, 2022, and the total pension liability used to calculate the net pension
liability was determined by an actuarial valuation as of July 1, 2022. The School’s proportion of the
net pension liability was based on a projection of the School’s 2022-23 fiscal year contributions
relative to the 2021-22 fiscal year contributions of all participating members. At June 30, 2022, the
School’s proportion was 0.01049460% for the FRS plan and 0.01507624% for the HIS plan, which
were decreases of 0.00239544% and 0.00469907%, respectively from its proportion measured as of
June 30, 2021.

For the year ended June 30, 2023, the School recognized pension expense of $ 607,682 for the FRS
Plan and $ 131,361 for the HIS Plan for a total pension expense of $ 739,043.

At June 30, 2023, the School reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outflows of Resources

FRS HIS

Plan Plan Total
Differences between expected
and actual experience S 171,399 S 48,467 S 219,866
Changes of assumptions 444,446 91,530 535,976
Net difference between projected
and actual earnings on pension
plan investments 238,292 2,312 240,604
Changes in proportion and differences
between School contributions and
proportionate share of contributions 386,029 224,211 610,240
School contributions subsequent
to the measurement date 679,606 11,472 691,078

Total $ 1,919,772 S 377,992 S 2,297,764
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South Tech Charter Academy, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 12 - Florida Retirement System (continued)

Deferred Inflows of Resources

FRS HIS

Plan Plan Total
Differences between expected
and actual experience S - S 7,026 S 7,026
Changes of assumptions - 247,026 247,026
Changes in proportion and differences
between School contributions and
proportionate share of contributions 101,601 119,490 221,091

Total S 101,601 S 373,542 S 475,143

Deferred outflows of resources related to the Pension Plan, totaling S 691,078 related to employer
contributions paid subsequent to the measurement date and prior to the employer’s fiscal year end
will be recognized as a reduction of the net pension liability in the subsequent reporting period
ending June 30, 2024.

Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to the pension plan will be recognized in pension expense as follows:

Year Ended FRS HIS
June 30, Plan Plan Total

2024 S 293,207 S 13,972 S 307,179
2025 S 144,394 S 9,806 S 154,200
2026 S (19,028) S 7,962 S (11,066)
2027 S 669,375 S (15,974) S 653,401
2028 S 50,617 S (16,687) S 33,930

Thereafter S - S (6,101) S (6,101)

Actuarial Assumptions: The Florida Retirement System Actuarial Assumption Conference is
responsible for setting the assumptions used in the funding valuations of both pension plans
pursuant to section 216.136 (10), Florida Statutes. The Pension Plan’s valuation is performed
annually. The HIS Plan has a valuation performed biennially that is updated for GASB reporting in
the year a valuation is not performed. The most recent experience study for the Pension Plan was
completed in 2019 for the period July 1, 2013, through June 30, 2018. Because the HIS Plan is
funded on a pay-as-you-go basis, no experience study has been completed for that program. The
actuarial assumptions that determined the total pension liability for the HIS Plan were based on
certain results of the most recent experience study for the Pension Plan.

The total pension liability in the June 30, 2022 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:
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South Tech Charter Academy, Inc.
Notes to Basic Financial Statements
June 30, 2023

Note 12 - Florida Retirement System (continued)

FRS Plan HIS Plan
Inflation 2.40% 2.40%
Salary increases 3.25%, average, including inflation 3.25%, average, including inflation
Investment rate 6.70%, net of pension plan N/A
of return investment expense, including
inflation
Actuarial cost method  Individual entry age Individual entry age
Mortality table PUB-2010 with Projection Scale PUB-2010 with Projection Scale
MP-2018 MP-2018

Long-term Expected Rate of Return: The long-term expected rate of Return on Pension Plan
investments was not based on historical returns, but instead is based on a forward-looking capital
market economic model. The allocation policy’s description of each asset class was used to map the
target allocation to the asset classes shown below. Each asset class assumption is based on a
consistent set of underlying assumptions and includes an adjustment for the inflation assumption.
The target allocation and best estimates of arithmetic and geometric real rates of return for each
major asset class are summarized in the following table:

Compound
Annual Annual

Target Arithmetic (Geometric) Standard
Asset Class Allocation (1) Return Return Deviation
Cash 1.0% 2.6% 2.6% 1.1%
Fixed income 19.8% 4.4% 4.4% 3.2%
Global equity 54.0% 8.8% 7.3% 17.8%
Real estate 10.3% 7.4% 6.3% 15.7%
Private equity 11.1% 12.0% 8.9% 26.3%
Strategic investments 3.8% 6.2% 5.9% 7.8%

Total 100.0%

Assumed Inflation - Mean 2.4% 1.3%

(1) As outlined in the Pension Plan's investment policy

Discount Rate: The discount rate used to measure the total pension liability was 6.70% for the FRS
Plan. The Pension Plan’s fiduciary net position was projected to be available to make all projected
future benefit payments of current active and inactive employees. Therefore, the discount rate for
calculation the total pension liability is equal to the long-term expected rate of return.

The discount rate used to measure the total pension liability was 3.54% for the HIS Plan. In general,
the discount rate for calculating the HIS Plan’s total pension liability is equal to the single rate
equivalent to discounting at the long-term expected rate of return for benefit payments prior to
the projected depletion date. Because the HIS Plan benefit is essentially funded on a pay-as-you-go
basis, the depletion date is considered to be immediate, and the municipal bond rate of 3.54% was
used to determine the total pension liability. The Bond Buyer General Obligation Bond Municipal
Bond Index was adopted as the applicable municipal bond index.
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Notes to Basic Financial Statements
June 30, 2023

Note 12 - Florida Retirement System (continued)

Sensitivity of the School’s Proportionate Share of the Net Position Liability to Changes in the
Discount Rate: The following table represents sensitivity of the School’s proportionate share of the
net pension liability to changes in the discount rate. The sensitivity analysis, below, shows the
impact of the School’s proportionate share of the net pension liability if the discount rate was
1.00% lower or 1.00% higher than the current discount rate at June 30, 2022.

Current
1% Discount 1%
Decrease Rate Increase
(5.70%) (6.70%) (7.70%)
School's proportionate share of the
net pension liability for FRS Plan S 6,753,142 § 3,904,834 S 1,523,310
Current
1% Discount 1%
Decrease Rate Increase
(2.54%) (3.54%) (4.54%)

School's proportionate share of
the net pension liability for HIS Plan S 1,826,887 $§ 1,596,815 § 1,406,435

Investment Plan:

The SBA (State Board of Administration) administered the defined contribution plan officially titled
the FRS Investment Plan. The Investment Plan is reported in the SBA’s annual financial statements
and in the State of Florida Annual Comprehensive Financial Report.

As provided in Section 121.4501, Florida Statutes, eligible FRS members may elect to participate in
the Investment Plan in lieu of the FRS Defined Benefit Plan. School employees participating in DROP
are not eligible to participate in the Investment Plan. Employer and employee contributions,
including amounts contributed to individual members’ accounts, are defined by law, but the
ultimate benefit depends, in part, on the performance of investment funds. Benefit terms,
including contribution requirements, for the Investment Plan are established and may be amended
by the Florida Legislature. The Investment Plan is funded with the same employer and employee
contribution rates, that are based on salary and membership class, as the Pension Plan.
Contributions are directed to individual member accounts, and the individual members allocate
contributions and account balances among various approved investment choices. Costs of
administering the Investment Plan, including the FRS Financial Guidance Program, are funded
through an employer contribution of 0.06 percent of payroll and by forfeited benefits of plan
members. Allocations to the investment members’ accounts during the 2022-2023 fiscal year, as
established by Section 121.72, Florida Statutes, are based on percentage of gross compensation, by
class, as follows:

Class Allocation Rate
Elected Officials 14.34%
Senior Management 10.37%
Special Risk 17.00%
Regular Employees 9.30%
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Notes to Basic Financial Statements
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Note 12 - Florida Retirement System (continued)

For all membership classes, employees are immediately vested in their own contributions and are
vested after one year of service for employer contributions and investment earnings. If an
accumulated benefit obligation for service credit originally earned under the Pension Plan vesting is
transferred to the Investment Plan, the member must have the years of service required for
Pension Plan vesting (including the service credit represented by the transferred funds) to be
vested for these funds and the earnings on these funds. Non-vested employer contributions are
placed in a suspense account for up to five years. If the employee returns to FRS-covered
employment within the five-year period, the employee will regain control over his or her account. If
the employee does not return within the five-year period, the employee will forfeit the
accumulated account balance. For the fiscal year ended June 30, 2023, the information for the
amount of forfeitures was unavailable from the SBA; however, management believes that these
amounts, if any, would be immaterial to the School.

After termination and applying to receive benefits, the member may rollover vested funds to
another qualified plan, structure a periodic payment under the Investment Plan, receive a lump-
sum distribution, leave the funds invested for future distribution, or any combination of these
options. Disability coverage is provided; the member may either transfer the account balance to
the Pension Plan when approved for disability retirement to receive guaranteed lifetime monthly
benefits under the Pension Plan or remain in the Investment Plan and rely upon that account
balance for retirement income.

The School’s pension expense for the Investment Plan totaled $ 297,785 for the fiscal year ended
June 30, 2023.

Note 13 - Restatements

The beginning net position of the Governmental Activities in the government-wide Statement of
Net Position and the beginning fund balance of the South Tech Holdings Fund in the fund level
Balance Sheet — Governmental Funds have been restated to record a prior period adjustment
correcting the School’s measurement of lease receivables and deferred rental income.

Fund Level
South Tech
Government Holdings
Wide Fund
Net position (deficit)/fund,
balance at June 30, 2022,
as previously reported S (406,065) S 1,241,657
Restatement of lease
receivable (1,397,631) 7,142,713
Restatement of deferred
rental income 1,463,266 (7,077,078)
Net position (deficit)/fund,
balance, June 30, 2022
as restated S (340,430) S 1,307,292
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South Tech Charter Academy, Inc.
Budgetary Comparison Schedule - General Fund
For the Year Ended June 30, 2023

Original
and Final Favorable
Budgeted Actual (Unfavorable)
Amounts Amounts Variance
Revenues:
State sources S 8,862,641 S 9,634,385 771,744
Local sources 1,527,557 5,586,473 4,058,916
Total revenues 10,390,198 15,220,858 4,830,660
Expenditures:
Current:
Instruction 5,388,968 4,963,430 425,538
Pupil personnel services 559,267 524,952 34,315
Instructional staff training 61,423 57,563 3,860
Instructional-related technology 4,900 4,950 (50)
Board expenditures 73,484 53,635 19,849
General administration 175,992 131,949 44,043
School administration 860,495 777,127 83,368
Fiscal services 250,780 209,059 41,721
Central services 200,069 186,211 13,858
Student transportation services 752,958 758,193 (5,235)
Operation and maintenance of plant 1,009,118 4,624,842 (3,615,724)
Administrative technology services 103,411 118,796 (15,385)
Capital outlay - 564,435 (564,435)
Debt service:
Principal - 17,695 (17,695)
Interest 4,045 4,045 -
Total expenditures 9,444,910 12,996,882 (3,551,972)
Net change in fund balance S 945,288 S 2,223,976 1,278,688
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South Tech Charter Academy, Inc.

Budgetary Comparison Schedule - Grants Fund

For the Year Ended June 30, 2023

Revenues:

Education stabilization fund
Title | funds

IDEA grant revenues

Title Il funds

Title IV funds

Title 11l funds

Perkins grant

Total revenues

Expenditures:

Current:

Instruction

Pupil personnel services
Instructional staff training

General administration

Central services

Student transportation services
Operation and maintenance of plant
Capital outlay

Total expenditures

Net change in fund balance

Original

and Final Favorable
Budgeted (Unfavorable)

Amounts Actual Variance
1,233,249 1,321,703 88,454
359,577 795,934 436,357
254,057 325,203 71,146
52,028 57,250 5,222
27,630 19,378 (8,252)
16,038 12,113 (3,925)
- 5,220 5,220
1,942,579 2,536,801 594,222
1,651,966 2,157,290 (505,324)
95,618 124,867 (29,249)
43,282 56,522 (13,240)
97,748 127,649 (29,901)
2,164 2,826 (662)
3,853 5,032 (1,179)
40,821 53,308 (12,487)
7,127 9,307 (2,180)
1,942,579 2,536,801 (594,222)
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
South Tech Charter Academy, Inc.
Boynton Beach, Florida

We have audited, 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 governmental
activities and each major fund of South Tech Charter Academy, Inc. (the “School”) as of and for the
year ended June 30, 2023, and the related notes to the financial statements, which collectively
comprise the School’s basic financial statements and have issued our report thereon dated September
15, 2023.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School's internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the School’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the School’s
internal control.

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

Our consideration of the internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in the 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 were not identified.
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South Tech Charter Academy, Inc.

Report on 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 financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

This 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 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.

Ky MCoblagh

KEEFE McCULLOUGH

Fort Lauderdale, Florida
September 15, 2023
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INDEPENDENT AUDITOR’S REPORT TO THE BOARD OF DIRECTORS

To the Board of Directors
South Tech Charter Academy, Inc.
Boynton Beach, Florida

Report on the Financial Statements

We have audited the financial statements of South Tech Charter Academy, Inc. (the “School”) as of and for
the year ended June 30, 2023 and have issued our report thereon dated September 15, 2023.

Auditor’s Responsibility

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

Other Reporting Requirements

We have issued our Independent Auditor’s Report on Internal Control over Financial Reporting and
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in Accordance
with Government Auditing Standards. Disclosures in that report, which is dated September 15, 2023,
should be considered in conjunction with this management letter.

Prior Audit Findings

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

Official Title

Section 10.854(1)(e)5, Rules of the Auditor General, requires the name or official title of the entity and the
school code assigned by the Florida Department of Education be disclosed in this management letter. The
official title and the school code assigned by the Florida Department of Education of the entity are South
Tech Charter Academy, Inc. and 501571.

Financial Condition and Management

Sections 10.854(1)(e)2. And 10.855(11), Rules of the Auditor General, requires us to apply appropriate
procedures and communicate whether or not the School has met one or more of the conditions described
in Section 218.503(1), Florida Statutes, and to identify the specific condition(s) met. In connection with
our audit, we determined that the School did not meet any of the conditions described in Section
218.503(1), Florida Statutes.
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South Tech Charter Academy, Inc.

Pursuant to Sections 10.854(1)(e)6.a. and 10.855(12), Rules of the Auditor General, we applied
financial condition assessment procedures for the School. It is management’s responsibility to monitor
the School’s financial condition, and our financial condition assessment was based in part on
representations made by management and the review of financial information provided by same.

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

Transparency

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

Additional Matters

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

Purpose of this Letter

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

Ky MColvgl

KEEFE McCULLOUGH

Fort Lauderdale, Florida
September 15, 2023
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