@3’ _ C Borders-Byrd, CPA LLC

Accountants and Consultants

October 21, 2019

To the Board of Directors of
Magnet Educational Choice Association, Inc.

We have audited the financial statements of Magnet Educational Choice Association, Inc. for the year ended June
30, 2019, and we will issue our report thereon dated October 21, 2019. Professional standards require that we
provide you with information about our responsibilities under generally accepted auditing standards and
Government Auditing Standards as well as certain information related to the planned scope and timing of our
audit. We have communicated such information in our letter to you dated September 18, 2019. Professional
standards also require that we communicate to you the following information related to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by Magnet Educational Choice Association, Inc. are described in Note 2 to the financial
statements. No new accounting policies were adopted, and the application of existing policies was not changed
during 2019, except for the provisions of the FASB, Accounting Standards Update No. 2016-14, Not-for-Profit
Entities (Topic 958). We noted no transactions entered into by the Organization during the year for which there is
a lack of authoritative guidance or consensus. All significant transactions have been recognized in the
financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements
and because of the possibility that future events affecting them may differ significantly from those expected. The
most sensitive estimate affecting the financial statements was:

Management's estimate of the restricted cash is based on the financial institution valuation. Cash
balances at year-end exceeded the insured amounts of $250,000. We evaluated the key factors and
assumptions used to develop the restricted cash in determining that it is reasonable in relation to the
financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial statements was:

The disclosure of net assets with donor restrictions in Note 4 to the financial statements as there
are numerous stakeholders that participate in the Association’s program.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit, other than those
that are clearly trivial, and communicate them to the appropriate level of management. Management has
corrected all such misstatements. The material misstatements detected as a result of audit procedures were
corrected by management for accounts receivable and accounts payable for the beginning and ending account
balances for 2019.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the
auditor’s report. We are pleased to report that no such disagreements arose during the course of our audit.
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Management Representations

We have requested certain representations from management that are included in the management
representation letter dated October 21, 2019.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the Organization’s financial statements or a determination of the type of auditor’'s opinion that may be
expressed on those statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Organization’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a condition
to our retention.

We have communicated the following findings to management of the Organization:

e Management has established accounting controls related to the collection of cash receipts and cash
disbursements. Because the accounting controls related to the cash receipts function may not capture all
cash receipts in the accounting records, there could be cash receipts that are not recorded. Additionally, the
accounting controls related to the approval of and support for certain cash disbursements may not be
functioning as those charged with governance intended. Our opinion is not modified with respect to this
matter.

e The Organization has suffered recurring significant reductions in contributions and has a net deficiency in
net assets without donor restrictions. Key management has plans to retire. He has indicated his willingness
to continue during the transition and the Board of Directors is committed to replacing him. These facts
raise a doubt about whether the Organization can continue to operate. Management and the Board of
Directors have considered these factors and have concluded the Organization will continue as they will find a
replacement for the key employee and will manage the cash flow by seeking additional contributions. If
they are unable to implement this plan, the Organization will have difficulty continuing to operate.

This information is intended solely for the use of Board of Directors and management of Magnet Educational
Choice Association, Inc. and is not intended to be, and should not be, used by anyone other than these specified
parties.

Very truly yours,
C BORDERS-BYRD, CPALLC

O o tosrfph, 00 L

By: Cynthia Borders-Byrd
Managing Member
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@t C Borders-Byrd, CPA LLC

Accountants and Consultants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of
Magnet Educational Choice Association, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Magnet Educational Choice Association,
Inc. (the “Association”), which comprise the statement of financial position as of June 30, 2019, and
the related statements of activities, functional expenses and cash flows for the year then ended, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Association’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Magnet Educational Choice Association, Inc. as of June 30, 2019, and the
changes in its net assets and its cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of a Matter

Management has established accounting controls related to the collection of cash receipts and cash
disbursements. Because the accounting controls related to the cash receipts function may not
capture all cash receipts in the accounting records, there could be cash receipts that are not
recorded. Additionally, the accounting controls related to the approval of and support for certain
cash disbursements may not be functioning as those charged with governance intended. Our
opinion is not modified with respect to this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 21, 2019, on our consideration of Magnet Educational Choice Association, Inc.’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Magnet Educational Choice Association, Inc.’s internal control
over financial reporting and compliance.

C S dnir o, @8R 1AL

Miami, Florida
October 21, 2019
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Magnet Educational Choice Association, Inc.

(A Direct Support Organization)
STATEMENT OF FINANCIAL POSITION

June 30, 2019

Current Assets

Restricted cash

Contributions receivable
Total current assets

Current Liabilities and Net Assets
Accounts and other payables
Total current liabilities

Commitments and contingencies (Note 6)

Net assets:
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets

$ 336,501
21,599

$ 358,100

$ 26059
26,059

(28,936)

360,977

332,041

$ 358,100

The accompanying notes are an integral part of this financial statement.
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Magnet Educational Choice Association, Inc.
(A Direct Support Organization)

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2019

Without Donor

With Donor

Support and revenue:
Contributions $
Administrative fee
Interest income
Net assets released from restriction

Total support and revenue

Operating expenses:
Program services

Contributions to Miami-Dade County
Public School programs
Supporting services
General and administrative
Fundraising

Total operating expenses

Change in net assets
Net assets at beginning of year

Restrictions Restrictions Total

- $ 508,942 $ 508,942

24,569 - 24,569

897 - 897

522,451 (522,451) -

547,917 (13,509) 534,408
481,049 - 481,049
29,754 - 29,754
41,402 - 41,402
552,205 - 552,205
(4,288) (13,509) (17,797)
(24,648) 374,486 349,838

$ (28,936) $ 360,977 $ 332,041

Net assets at end of year

The accompanying notes are an integral part of this financial statement.
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Magnet Educational Choice Association, Inc.
(A Direct Support Organization)

STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended June 30, 2019

The accompanying notes are an integral part of this financial statement.

Program Services Supporting Services
Support for
Miami-Dade County Management Total
Public Schools and General Fundraising Expenses
Operating expenses:

Awards $ 41,283  $ - 8 - 3 41,283
Conferences and seminars 133,766 - - 133,766
Rentals - - 37,130 37,130
Insurance - 1,477 - 1,477
Merchant fees and expenses 7,705 325 - 8,030
Payroll - 15,199 - 15,199
Photography 1,240 - - 1,240
Postage and delivery 515 584
Printing and reproduction 55,610 55,610
Professional fees 18,176 25,430
Public relations 880 880
Miscellaneous 5,147 10,513
Scholarships 32,350 32,350
Stipends 5,176 8,476
Student Events 151,830 151,830
Textbooks and materials 27,371 28,407

Total operating expenses $ 481,049 552,205
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Magnet Educational Choice Association, Inc.

(A Direct Support Organization)
STATEMENT OF CASH FLOWS

For the Year Ended June 30, 2019

Cash flows from operating activities:
Change in net assets

Adjustments to reconcile change in net assets to net
cash provided by (used in) operating activities:

Increase in contributions receivable
Increase in accounts and other payables
Net cash used in operating activities
Cash flows from investing activities
Cash flows from financing activities
Net decrease in restricted cash

Restricted cash, beginning of year

Restricted cash, end of year

$  (17,797)

(9,599)
16,023

(11,373)

(11,373)

347,874

$ 336,501

The accompanying notes are an integral part of this financial statement.
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Magnet Educational Choice Association, Inc.
(A Direct Support Organization)

NOTES TO FINANCIAL STATEMENTS

June 30, 2019

NOTE 1 — ORGANIZATION

Magnet Educational Choice Association, Inc. (the “Association”) is a not-for-profit corporation
organized in accordance with Chapter 617, Florida Statutes and operated as a Miami-Dade
County School Board (the “School Board”) direct-support organization in accordance with
Section 1001.453, Florida Statutes and Board Policy 9215. The Association was incorporated
in October 1991 for the main purpose of providing educational resources and advanced
programs to the Magnet School Program in Miami-Dade County, Florida, and obtaining private
sector involvement to provide funds for education.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of significant accounting policies followed in the accompanying financial statements
are presented below:

Basis of Accounting

The accompanying financial statements of the Association have been prepared in conformity
with U.S. generally accepted accounting principles.

Financial statement presentation follows the recommendations of the Financial Accounting
Standards Board in its Accounting Standards Update (FASB ASU) No. 2016-14 Not-for-Profit
Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities. Under
FASB ASU No. 2016-14, the Association is required to report information regarding its financial
position and activities according to two classes of net assets: net assets without donor
restrictions and net assets with donor restrictions.

e Net Assets Without Donor Restrictions — represents resources which have met all
applicable donor-imposed stipulations or those not subject to donor-imposed restrictions.

o Net Assets With Donor Restrictions — represents resources subject to donor-imposed
stipulations that may be met either by actions of the Association (expenditures for
specific purposes) and/or passage of time.

Generally, contributions restricted by donors are reported as increases in net assets without
donor restrictions if the restrictions expire (that is, when a stipulated time restriction ends, or
purpose restriction is accomplished) in the reporting period in which the revenue is recognized.
All other donor restricted contributions are reported as increases in net assets with donor
restrictions, depending on the nature of the restrictions. When a restriction expires, net assets
with donor restrictions are reclassified to net assets without donor restrictions and reported in
the statement of activities as net assets released from restriction. All contributions are
considered available for general use, unless specifically restricted by the donor or subject to
other legal restrictions.



Magnet Educational Choice Association, Inc.
(A Direct Support Organization)

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2019

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Restricted Cash

For purposes of the statement of cash flows, the Association considers all highly liquid
investments with an original maturity of three months or less, when purchased, to be cash
equivalents. Amounts included in restricted cash have been restricted by the donor for specific
purposes.

Support and Revenue Recognition

The primary source of revenue for the Association consists of contributions raised by School
Board employees which, absent of restrictions by donors, are considered unrestricted revenue.

Income Taxes

The Association is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code. Accordingly, the financial statements reflect no provision for income taxes.

Subsequent Events

Under FASB ASC, subsequent events are events or transactions that occur after the statement
of financial position date but before the financial statements are issued or ready to be issued.
The Association recognizes in the financial statements the effect of all subsequent events that
provide additional evidence about conditions that existed at the date of the statement of
financial position, including estimates inherent in the process of preparing the financial
statements. The Association has evaluated the subsequent events through October 21, 2019,
which is the date the financial statements were available to be issued and concluded that no
events or transactions occurred during that period which require recognition or disclosure.

Accounting for Uncertainty in Income Taxes

The FASB ASC interpretation prescribes a recognition threshold and measurement attribute for
the financial statement recognition and measurement of a tax position taken or expected to be
taken in a tax return. This interpretation also provides guidance on classification, interest and
penalties, accounting in interim periods, disclosure, and transition.

This interpretation will require management of the Association to analyze all open tax years, as
defined by the statute of limitation, for all major jurisdictions, which includes federal and states.
Open tax years are those that are open for examination by taxing authorities (i.e., generally the
last three tax year ends and the interim tax period since then). The Association has no
examination in progress. Management believes that the Association is no longer subject to
income tax examination by federal and state tax authorities for fiscal years prior to 2017.
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Magnet Educational Choice Association, Inc.
(A Direct Support Organization)

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2019

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying
notes. Although these estimates are based on management’s knowledge of current events and
actions it may undertake in the future, they may ultimately differ from actual results.

Contributed Services

No amounts have been reflected in the financial statements for donated services. The
Association generally pays for services requiring specific expertise. However, many individuals
volunteer their time and perform a variety of tasks that assist the Association, but these services
do not meet the criteria for recognition as contributed services. Additionally, the Association’s
administrative offices are housed onsite at the School Board. Management is unable to
estimate the value of rent for the space.

Functional Allocation of Expenses

The costs have been summarized on a functional basis in the statement of activities. The
statement of functional expenses presents the natural classification detail of expenses by
functions. Expenses have been directly identified with a program or supporting service and are
charged accordingly.

NOTE 3 — CONCENTRATION OF CREDIT RISK

The Association maintains its cash accounts in one financial institution. Accounts are insured
by National Credit Union Insurance Fund up to $250,000. Management believes the
Association is not exposed to any significant credit risk related to cash.

NOTE 4 — NET ASSETS WITH DONOR RESTRICTIONS

In accordance with accounting principles generally accepted in the United States of America,
contributions received are recorded when made without donor restrictions or with donor
restrictions depending on the existence and/or nature of any donor restrictions. Revenue is
recognized when earned and realizable. Approximately $361,000 of contributions received
through the year ended June 30, 2019 had donor restrictions by donor-imposed stipulations and
primarily include the following programs:



Magnet Educational Choice Association, Inc.
(A Direct Support Organization)

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2019

NOTE 4 — NET ASSETS WITH DONOR RESTRICTIONS - Continued

Academy of Hospitality and Tourism

Purpose: Open career opportunities in the tourism field; provide a solid college preparation
education in the traditional academic subjects. The Academy partners with the National
Academy Foundation (NAF) to provide the Senior High School programs with resources as well
as opportunities for summer employment.

Office of Community Engagement

Purpose: Foster partnerships with the community to enhance overall experience for students by
visitations to major businesses within Miami-Dade County. Transportation for students is paid
for by donations from some of those companies. Donations are also given to honor outstanding
achievements by M-DCPS Assistant Principals each year.

Miami Beach Senior/SIC

Purpose: Donated funds are used to support programs such as the Theatre Arts, Professional
Diving Club (SCUBA Club), Musical Arts (Rock Program), Academy of Hospitality and Tourism
and the Distributive Education (DECA) Program. These funds help the students enhance their
academic and club activities by offsetting expenditures for travel and lodging for workshops and
conferences.

Various Other Programs

There are numerous other programs that support the Association’s purpose of providing
educational resources and advanced programs to the Magnet School Program in Miami-Dade
County, Florida, and obtaining private sector involvement to provide funds for education.

NOTE 5 — RELATED PARTY

The Association serves as the administrator to the School District's magnet school programs
private sector partnerships. Certain magnet schools partner with private sector donors to
enhance the magnet programs serving the School District’'s students. Approximately, $481,049
of related party transactions are included in contributions to Miami-Dade County Public Schools
programs on the statement of activities.

NOTE 6 — COMMITMENTS AND CONTINGENCIES

The amounts received from certain donors are subject to audit and adjustment by the donor.
Any disallowed amounts may constitute a liability of the Association. The amount, if any, of
expenses that may be disallowed by the donor cannot be determined at this time. Management
expects such amounts, if any, to be immaterial. Additionally, the organization has incurred a
deficit of approximately $28,936 from operations without donor restrictions.
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Magnet Educational Choice Association, Inc.
(A Direct Support Organization)

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2019

NOTE 7 — CONTINUING OPERATIONS

The Organization has suffered recurring significant reductions in contributions and has a net
deficiency in net assets without donor restrictions. Key management has plans to retire. He
has indicated his willingness to continue during the transition and the Board of Directors is
committed to replacing him. These facts raise a doubt about whether the Organization can
continue to operate. Management and the Board of Directors have considered these factors
and have concluded the Organization will continue as they will find a replacement for the key
employee and will manage the cash flow by seeking additional contributions. If they are unable
to implement this plan, the Organization will have difficulty continuing to operate.
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Accountants and Consultants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
Magnet Educational Choice Association, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller of the United States, the financial statements of Magnet
Educational Choice Association, Inc. (the “Association”), which comprise the statement of financial
position as of June 30, 2019, and the related statements of activities, functional expenses and cash
flows for the year then ended, and the related notes to the financial statements, and have issued our
report thereon dated October 21, 2019.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that have not been identified. We identified certain deficiencies in internal control
described in the accompanying management letter and schedule of findings and responses that we
consider to be material weaknesses (Findings 2018-1 and 2017-1).
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Compliance and Other Matters

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

Association’s Response to Findings

The Association’s response to the findings identified in our audit is described in the accompanying
management letter and schedule of findings and responses. Management's response was not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Association’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Association’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

ﬁf@xwﬂfgwj ; @/5)/%_ bl

Miami, Florida
October 21, 2019
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Management Letter and Schedule of Findings
and Responses



ég C Borders-Byrd, CPA LLC

Accountants and Consultants

October 21, 2019

To the Board of Directors of
Magnet Educational Choice Association, Inc.

In planning and performing our audit of the statement of financial position as of June 30, 2019, and
the related statements of activities, functional expenses and cash flows for the year then ended, and
the related notes to the financial statements in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States, we
considered the Magnet Educational Choice Association, Inc.’s (“MECA”) internal control over financial
reporting (internal control) as a basis for designing auditing procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of MECA's internal control. Accordingly, we do
not express an opinion on the effectiveness of MECA's internal control.

However, during our audit we became aware of deficiencies in internal control that are material
weaknesses as well as matters that are opportunities for strengthening internal controls and operating
efficiency. The memorandum that accompanies this letter summarizes our comments and
suggestions regarding those matters. We previously reported on MECA'’s internal control in our
report dated October 21, 2019. This letter does not affect our report dated October 21, 2019 on the
financial statements of MECA.

We will review the status of these comments during our next audit engagement. We have already
discussed the comment and suggestion with MECA personnel, and we will be pleased to discuss
them in further detail at your convenience, to perform any additional study of these matters, or to
assist you in implementing the recommendation.

We wish to thank the finance team of MECA for their support and assistance during our audit.

This report was prepared solely for the information and use of the Board of Directors of Magnet
Educational Choice Association, Inc. and management and is not intended to be and should not be
used by anyone other than these specified parties.

Very truly yours,

C BORDERS-BYRD, CPA LLC
/ . /1
(_fémwﬁgj,ﬁm? ; CPA B il

By: Cynthia Borders-Byrd
Managing Member

Attachment: Management Letter Recommendations Schedule of Findings and Responses
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Magnet Educational Choice Association, Inc.
Fiscal Year 2019 Management Letter Recommendations

Schedule of Findings and Responses

Current Year Recommendation
2019-1 Net Assets Without Donor Restrictions

Condition: The Association’s stakeholders are charged an administrative fee (a percentage of
certain revenues) as a reimbursement of the Association’s operating expenses (e.g., payroll,
etc.). The organizations revenues have declined, and this has created a deficit in net assets
without donor restrictions.

Criteria: The stakeholders should be assessed an administrative fee which is sufficient to
cover the Association’s operating expenses.

Cause: The decline in revenue has created a deficit in net assets without donor restrictions.

Effect: Deficits in net assets without donor restrictions are funded by advances from the
Association’s stakeholders.

Recommendation: Management should annually reassess the administrative fees charged to
the stakeholder and ensure it is adequate to cover its operating expenses. Additionally,
management should consider providing account statements annually to its stakeholders.

Management’s Response: We concur with the recommendation.

Prior Year Recommendations

2018-1 Accounting Controls

Condition: Management has established accounting controls related to the collection of cash
receipts and cash dishursements. Because the accounting controls related to the cash receipts
function may not capture all cash receipts in the accounting records, there could be cash
receipts that are not recorded. Additionally, the accounting controls related to the approval of
and support for certain cash disbursements may not be functioning as those charged with
governance intended.

Criteria: One of the basic elements of internal accounting control involves establishing controls
in such a manner that the work of one employee is checked by others which could ensure
adherence to the established accounting controls over cash receipts and cash disbursements.

Cause: Due to MECA's limited number of personnel, there is not proper supervision and review
of the work product of employees.
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Magnet Educational Choice Association, Inc.
Fiscal Year 2019 Management Letter Recommendations -CONTINUED

Schedule of Findings and Responses

2018-1 Accounting Controls (continued)

Effect: There is a risk that transactions are not properly authorized or approved or complete;
and therefore, causing misstatements of revenue and/or expenses in the financial statements
that may not be detected and corrected in a timely manner.

Recommendation: Management should consider periodic (quarterly) monitoring procedures
by members of the Board of Directors.

Management’'s Response: We concur with the recommendation.

2017-1 Proper Segregation of Duties

Condition: We noted that MECA's finance team consist of two part-time employees (the
Executive Director and Secretary). The finance team is responsible for receiving annually
approximately $650,000 and expending approximately $700,000.

Criteria: One of the basic elements of internal accounting control involves segregation of duties
in such a manner that the work of one employee is checked by others, and the responsibilities
for custody of assets is not placed with the same employees that maintains the accounting
records.

Cause: Due to MECA's limited number of personnel, the segregation of duties is not always
possible.

Effect: There is a risk that transactions are not properly authorized or approved or complete;
and therefore, causing misstatements of revenue and/or expenses in the financial statements
that may not be detected and corrected in a timely manner.

Recommendation: Management should consider periodic (quarterly) monitoring procedures
by members of the Board of Directors.

Facilities’ Response: We concur with the recommendation.
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