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Honorable Members of the School Board Audit Committee: 
 
SUBJECT: FISCAL YEAR 2009-2010 AUDITED FINANCIAL STATEMENTS FOR 

FOUR OF THE 82 CHARTER SCHOOLS IN OPERATION AT YEAR-
END AND FOLLOW-UP FOR ONE SCHOOL 

 
Ladies and Gentlemen: 
 
Presented for consideration are the audited financial statements of the last four of 82 
Miami-Dade County charter schools that were in operation at the close of fiscal year 
2009-10 (June 30, 2010).  Although there are no concerns regarding the financial or 
academic performances of four schools, we have concerns about their required not-for-
profit status and independence from their for profit management companies.  Also 
presented here is a follow up on the condition of Balere Language Academy, one of 
nine schools that filed a financial emergency corrective action plan pursuant to FS 
218.503, which was presented to you at your December 7, 2010 meeting.  The 82 
audits have been reviewed and evaluated by the Office of Management and 
Compliance Audits (OMCA) with assistance from the Controller’s Office (CO), Charter 
School Operations (CSO), and the Board Attorney’s Office.   
 
FOUR SCHOOLS WITH CONCERNS ABOUT THEIR REQUIRED NOT-FOR-PROFIT 
STATUS  
 
Please find attached Internal Revenue Service Special Determination Issues 7.20.4 
setting forth the questions that the IRS agent is supposed to ask when reviewing 
applications for exemptions for charter schools, along with desired answers and 
potential problems associated with the answers.   
 
Life Skills 
 
Life Skills Center Miami-Dade – The School had an operating surplus of $19,331 and 
a net asset balance of $141,379 for the year ended June 30, 2010.  It was not eligible 
for a letter grade under the State’s academic accountability system due to the type of 
school and/or the number of students. 
 
Life Skills Center Opa Locka – The School voluntarily closed in January 2011.  For 
the fiscal year ended June 30, 2010, its operating surplus was $27,341 and its year-end 
net asset balance was $141,288.   
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Based on our review of the aforementioned IRS Charter School guide, it is evident the 
relationship between the management company (WHLS) and the Life Skills schools 
contain several items cited as potentially problematic, including but not necessarily 
limited to: 

• The management company receives 97% of the school’s qualified gross 
revenues as a continuing fee (11.b.)   

• The management company is for profit (3.b.) 
• It is not clear that the management contract was negotiated at arm’s length (4.b.) 
• The management company provides comprehensive services to the school and 

termination of the management contract would likely severely impair the school’s 
ability to operate (5.g.) 

• The management company keeps 100% of all grants and contributions it raises 
(11.d.) 

• The school leases its facilities from the management company rather than 
directly from an independent landlord (12.d.) 

 
Renaissance 
 
Renaissance Elementary Charter School - The school had an operating surplus of 
$169,862 and a net asset balance of $1,328,025 for the year ended June 30, 2010.  It 
received a letter grade of “A” under the State’s academic accountability system.  The 
school paid its management company $637,720 for FY 2009-10 and had enrollment of 
502, which equates to $1,270 per student.   
 
Renaissance Middle Charter School - The school had an operating surplus of 
$61,867 and a net asset balance of $319,801 for the year ended June 30, 2010.  It 
received a letter grade of “A” under the State’s academic accountability system.  The 
school paid its management company $70,706 for FY 2009-10 and had enrollment of 
137, which equates to $516 per student.   
 
Based on our review of the aforementioned IRS Charter School guide, it is evident the 
relationship between the management company (Charter Schools USA) and the 
Renaissance schools contain several items cited as potentially problematic, including 
but not necessarily limited to: 
 

• The management company is for profit (3.b.) 
• It is not clear that the management contract was negotiated at arm’s length (4.b.) 
• The management company provides comprehensive services to the school and 

termination of the management contract would likely severely impair the school’s 
ability to operate (5.g.) 

• The management contract is greater than 5 years and equal to or greater than 
the term of the charter contract (7.a-b.) 

• There are no parent members on the governing board (8.d.)  
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• The management company is entitled to retain as compensation for its services 
the difference, if any, between the amount of the School’s revenues and the 
amount of revenues expended by Charter Schools USA in the course of 
operation and management of the School (11.a-b.) 

 
Follow-up on Balere Language Academy’s Corrective Action Plan 
 
The School had a number of financial, academic, and operational problems for the year 
ended June 30, 2010.  It received an “F” grade under the State’s academic 
accountability system, and was one of nine schools that filed a financial emergency 
corrective action plan pursuant to FS 218.503, which was presented to you at your 
December 7, 2010 meeting.  The corrective plan proffered a FY 2010-11 operating 
surplus of $81,571 which would have improved the School’s negative fund balance from 
$(97,437) to $(15,866) by June 30, 2011.  However, in various correspondence 
between the School and the District’s Charter School Operations department, the 
School indicates that it is not achieving the financial improvement delineated in the 
October 21, 2010 corrective plan and, in fact, its financial condition has worsened 
substantially since June 30, 2010.  As of January 27, 2011, the School is reporting that 
it has a projected operating deficit of $(385,000) for the current year, instead of the 
aforementioned operating surplus of $81,571.     
 
The full audited statements and supporting documentation can be found at 
http://mca.dadeschools.net/CBO_Charter_1011.asp.  The five subject schools have 
been apprised of our concerns and requested to have representation available at the 
meeting to address any questions the Audit Committee members may have. 
 
Should you have any questions, please call me or Mr. Julio C. Miranda, CPA, CFE, 
Assistant Chief Auditor, at 305-995-1314. 
 
     Sincerely, 
 
 
 
     Jose F. Montes de Oca, CPA, Chief Auditor 
     Office of Management and Compliance Audits 
 
JFM:la 
 L108 
Attachments 
 
cc: School Board Members  Mr. Julio Miranda 
 Mr. Alberto M. Carvalho  Ms. Melinda L. McNichols 
 Mr. Walter J. Harvey  Ms. Tiffanie A. Pauline 
 Mr. Freddie Woodson  Mr. Jon Goodman 
 Dr. Richard H. Hinds 
 Dr. Helen S. Blanch 
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Exhibit 7.20.4-13 (12-05-2006) 
Charter School Guide Sheet 

Cat. No. 36938D (01-01-2007) Internal Revenue Manual Exhibit 7.20.4-13 
36938070 
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Exhibit 7.20.4-13 (Cont. 1) (12-05-2006) 
Charter School Guide Sheet 

Exhibit 7.20.4-13 Internal Revenue Manual Cat. No. 36938D (01-01-2007) 
36938071 
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Exhibit 7.20.4-13 (Cont. 2) (12-05-2006) 
Charter School Guide Sheet 

Cat. No. 36938D (01-01-2007) Internal Revenue Manual Exhibit 7.20.4-13 
36938072 
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Exhibit 7.20.4-13 (Cont. 3) (12-05-2006) 
Charter School Guide Sheet 

Exhibit 7.20.4-13 Internal Revenue Manual Cat. No. 36938D (01-01-2007) 
36938073 
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Exhibit 7.20.4-13 (Cont. 4) (12-05-2006) 
Charter School Guide Sheet 

Cat. No. 36938D (01-01-2007) Internal Revenue Manual Exhibit 7.20.4-13 
36938074 
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Exhibit 7.20.4-13 (Cont. 5) (12-05-2006) 
Charter School Guide Sheet 

Exhibit 7.20.4-13 Internal Revenue Manual Cat. No. 36938D (01-01-2007) 
36938075 
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Exhibit 7.20.4-13 (Cont. 6) (12-05-2006) 
Charter School Guide Sheet 

Cat. No. 36938D (01-01-2007) Internal Revenue Manual Exhibit 7.20.4-13 
36938076 
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Exhibit 7.20.4-13 (Cont. 7) (12-05-2006) 
Charter School Guide Sheet 

Exhibit 7.20.4-13 Internal Revenue Manual Cat. No. 36938D (01-01-2007) 
36938077 
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Exhibit 7.20.4-13 (Cont. 8) (12-05-2006) 
Charter School Guide Sheet 

Cat. No. 36938D (01-01-2007) Internal Revenue Manual Exhibit 7.20.4-13 
36938078 
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Exhibit 7.20.4-13 (Cont. 9) (12-05-2006) 
Charter School Guide Sheet 

Exhibit 7.20.4-13 Internal Revenue Manual Cat. No. 36938D (01-01-2007) 
36938079 
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Exhibit 7.20.4-13 (Cont. 10) (12-05-2006) 
Charter School Guide Sheet 

Cat. No. 36938D (01-01-2007) Internal Revenue Manual Exhibit 7.20.4-13 
36938080 



page 94 7.20 Exempt Organizations Determination Letter Program 

Exhibit 7.20.4-13 (Cont. 11) (12-05-2006) 
Charter School Guide Sheet 

Exhibit 7.20.4-13 Internal Revenue Manual Cat. No. 36938D (01-01-2007) 
36938081 
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Exhibit 7.20.4-13 (Cont. 12) (12-05-2006) 
Charter School Guide Sheet 

Cat. No. 36938D (01-01-2007) Internal Revenue Manual Exhibit 7.20.4-13 
36938082 
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Exhibit 7.20.4-13 (Cont. 13) (12-05-2006) 
Charter School Guide Sheet 

Exhibit 7.20.4-13 Internal Revenue Manual Cat. No. 36938D (01-01-2007) 
36938083 
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Exhibit 7.20.4-13 (Cont. 14) (12-05-2006) 
Charter School Guide Sheet 

Cat. No. 36938D (01-01-2007) Internal Revenue Manual Exhibit 7.20.4-13 
36938084 




