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     C. Douglas Erwin, Jr., CPA 
Certified Public Accountants 

4480-H South Cobb Drive, Suite 106 
Smyrna, Georgia 30080 

Telephone: (770) 912-3080 
Fax: (404) 348-4197  

September 30, 2014 

 

Independent Auditor’s Report 

 

To the Board of Directors 
Fulton Leadership Academy, Inc. 
East Point, Georgia 
 
I have audited the accompanying financial statements of the governmental activities and the general fund 
of Fulton Leadership Academy, Inc. (the Organization), as of and for the year ended June 30, 2014, and 
the related notes to the financial statements, which collectively comprise the Organization’s basic financial 
statements as listed in the table of contents. 
 
Management's Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
My responsibility is to express opinions on these financial statements based on my audit.  I conducted my 
audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Governmental Auditing Standards issued by the 
Comptroller General of the United States.  Those standards require that I plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements.  The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's 
internal control.  Accordingly, I 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.  I believe that the audit evidence I have obtained is sufficient and appropriate 
to provide a basis for my audit opinions. 



4 
 

Opinions 

In my opinion, the financial statements referred to above present fairly, in all material respects, the 

respective financial position of the governmental activities and the general fund of Fulton Leadership 

Academy, Inc. as of June 30, 2014, and the respective changes in financial position for the year then ended 

in conformity with accounting principles generally accepted in the United States of America. 

 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the budgetary 

comparison information on page 22 be presented to supplement the basic financial statements.  Such 

information, although not a part of the basic financial statements, is required by the Governmental 

Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or historical context. I 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 my inquiries, the basic financial statements, and other knowledge I obtained 

during my audit of the basic financial statements. I do not express an opinion or provide any assurance on 

the information because the limited procedures do not provide me with sufficient evidence to express an 

opinion or provide any assurance. 

 

Required Supplementary Information Omitted 

Management has omitted the Management’s Discussion and Analysis that accounting principles generally 

accepted in the United States of America require to be presented to supplement the basic financial 

statements.  Such missing information, although not a part of the basic financial statements, is required by 

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.  

My opinion on the basic financial statements is not affected by this missing information.   

 

Other Information 

My audit was conducted for the purpose of forming opinions on the financial statements that collectively 

comprise the Fulton Leadership Academy, Inc.’s basic financial statements. The accompanying 

supplementary information consisting of the schedule of state revenue on schedule “3” and quality basic 

education program allotments and expenditures on schedule “5” is presented for purposes of additional 

analysis and is not a required part of the basic financial statements.   

 

The schedule of expenditures of federal awards presented on Schedule “2” is presented for purposes of 

additional analysis as required by U.S. Office of Management and Budget Circular A-133 Audits of States, 

Local Governments and Non-Profit Organizations, and is also not a required part of the basic financial 

statements.  This supplementary information is the responsibility of management and was derived from 

and relate directly to the underlying accounting and other records used to prepare the financial statements.  

 

Such information has been subjected to the auditing procedures applied in the audit of the financial 

statements and certain additional procedures, including comparing and reconciling such information 

directly to the underlying accounting and other records used to prepare the financial statements or to the 

basic financial statements themselves, and other additional procedures in accordance with auditing 

standards generally accepted in the United States of America.  In my opinion, the information is fairly 

stated, in all material respects, in relation to the financial statements as a whole. 



Other Reporting Rcquired by Governmcnt Auditing Standards
In accordance with Governrnenl Audiring Stunclards^ Ihave also issued rny report dated Septernber 30.
2014 on nry consideration of the organizatior-r's internal control over flnancial reporting and rny tests of
its conrpliance with certain provisions of- lar.r's. regulations. conlracts. and grant agreements and other
nlattcrs. T'he purpose of that report is to describc the scopc of r-nl,testing of internalcontrol over flnancial
reporting or on compliancc. 'fhat report is an intcgral part of an audit pcrtbrrned in accordance u.ith
('iovernntent Auditing ,Stanclurtl.s in considcrirrg the Organization's intcnral control over financial reporting
and compliance.

Rcspectful ly subrnitted.

C,Q-,+7" 44%-
C. Douglas F)rwin,.Ir., CPA
Snrvrna. (ieclrgia

Scotenrbcr 29-2014



FULTON LEADERSHIP ACADEMY EXHIBIT "A"

STATEMENT OF NET POSITION  

AS OF JUNE 30, 2014  

ASSETS  

Cash and Cash Equivalents 441,160$      

Accounts Receivable, Net

  State Government 75,736

  Federal Government 20,177

Capital Assets, Depreciable (Net of Accumulated Depreciation) 161,433

Total Assets 698,506$      

LIABILITIES  

Accounts Payable 24,168$        

Salary and Benefits Payable 57,348

Payroll Withholdings Payable 7,965

Total Liabilities 89,481

NET POSITION  

Net Investment in Capital Assets 161,433

Unrestricted 447,592

Total Net Position 609,025

Total Liabilities and Net Position 698,506$      

The notes to the basic financial statements are an integral part of this statement.
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FULTON LEADERSHIP ACADEMY EXHIBIT "B"

STATEMENT OF ACTIVITIES  

FISCAL YEAR ENDED JUNE 30, 2014  

 

Net (Expenses)

Program Revenues Revenues

Operating Grants Capital Grants and Changes In

Governmental Activities Expenses And Contributions And Contributions Net Position

Instruction 911,236 861,483 (49,753)

Support Services

  Pupil Services 102,984 25,455 (77,529)

  Improvement of Instructional Services 70,546 27,707 (42,839)

  Educational Media Services 0 19,800 19,800

  General Administration 56,918 54,417 (2,501)

  School Administration 281,399 79,030 (202,369)

  Business Administration 122,155 0 (122,155)

  Maintenance and Operation of Plant 171,162 69,087 157,684 55,609

  Student Transportation Program 112,625 36,522 32,500 (43,603)

  Central Support Services 30,201 0 (30,201)

  Other Support Services 5,382 5,382 0

Operations of Non-Instructional Services

  Food Services Program 178,535 139,430 (39,105)

Total 2,043,143 1,318,313 190,184 (534,646)

General Revenues

     State Charter Schools Commission 938,643

     Investment Earnings 12

     Miscellaneous 116,237

Total General Revenues 1,054,892

Change in Net Position 520,246

Net Position - Beginning of Year 88,779

Net Position - End of Year 609,025$             

The notes to the basic financial statements are an integral part of this statement.
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FULTON LEADERSHIP ACADEMY EXHIBIT "C"

BALANCE SHEET  

GOVERNMENTAL FUNDS  

AS OF JUNE 30, 2014  

ASSETS  

Cash and Cash Equivalents 441,160$        

Accounts Receivable, Net

  State Government 75,736

  Federal Government 20,177

Total Assets 537,073$        

LIABILITIES  

Accounts Payable 24,168$          

Salary and Benefits Payable 57,348

Payroll Withholdings Payable 7,965

Total Liabilities 89,481

FUND BALANCES  

Unassigned 447,592

Total Fund Balances 447,592

Total Liabilities and Fund Balances 537,073$        

The notes to the basic financial statements are an integral part of this statement.

- 8 -



FULTON LEADERSHIP ACADEMY EXHIBIT "D"

RECONCILIATION OF THE GOVERNMENTAL FUNDS  

BALANCE SHEET TO THE STATEMENT OF NET POSITION  

AS OF JUNE 30, 2014  

Total Fund Balances - Governmental Funds (Exhibit "C") 447,592$          

Amounts reported for Governmental Activities in the Statement of Net Assets are

  different because:

    Capital Assets used in Governmental Activities are not financial resources

       and therefore are not reported in the funds.  These assets consist of:

                Furniture & Equipment 75,047              

                Buildings and Improvements 129,136            

                Accumulated Depreciation (42,750)             

                     Total Capital Assets 161,433            

Net Position of Governmental Activities (Exhibit "A") 609,025$          

The notes to the basic financial statements are an integral part of this statement.
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FULTON LEADERSHIP ACADEMY EXHIBIT "E"

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2014

Revenues

State Funds 2,138,364                

Federal Funds 227,725                   

Investment Earnings 12                            

Miscellaneous 197,287                   

Total Revenues 2,563,388                

Expenditures

Instruction 906,333                   

Support Services

  Pupil Services 102,984                   

  Improvement of Instructional Services 70,546                     

  Educational Media Services -                           

  General Administration 56,918                     

  School Administration 281,399                   

  Business Administration 122,155                   

  Maintenance and Operation of Plant 295,993                   

  Student Transportation Program 141,875                   

  Central Support Services 30,201                     

  Other Support Services 5,382                       

Food Services Operation 178,535                   

Total Expenditures 2,192,321                

Excess of Revenues over (under) Expenditures 371,067                   

Net Change in Fund Balances 371,067                   

Fund Balances - Beginning 76,525                     

Fund Balances - Ending 447,592$                 

The notes to the basic financial statements are an integral part of this statement.
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FULTON LEADERSHIP ACADEMY EXHIBIT "F"

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF

REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES  

TO THE STATEMENT OF ACTIVITIES  

FOR THE YEAR ENDED JUNE 30, 2014  

Total Change in Fund Balances - Government Funds (Exhibit "E") 371,067$          

Amounts reported for Governmental Activities in the Statement of Activities are

  different because:

    Capital outlays are reported as expenditures in Governmental Funds.  However,

      in the Statement of Activities, the cost of Capital Assets is allocated over

      their estimated usefull lives as depreciation expense.  In the current period,

      these amounts are:

                  Capital Outlay 161,636            

                  Depreciation Expense (12,457)             

                     Excess of Capital Outlay over Depreciation Expense 149,179            

Change in Net Assets of Governmental Activities (Exhibit "B") 520,246$          

The notes to the basic financial statements are an integral part of this statement.
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FULTON LEADERSHIP ACADEMY 

NOTES TO THE BASIC FINANCIAL STATEMENT 

YEAR ENDED JUNE 30, 2014 

 

 

 

NOTE 1 – DESCRIPTION OF ORGANIZATION AND REPORTING ENTITY  

 

Reporting Entity 

Fulton Leadership Academy, Inc., “the Organization” is incorporated as a non-profit corporation pursuant 

to Georgia law for the purpose of operating a charter school located in East Point, Georgia by virtue of a 

contract between the Organization and the Georgia Charter Schools Commission. The charter term is for 

five years commencing with the 2013-2014 school year and authorizes the Organization to serve students 

from grades 6-12 in Fulton County, Georgia. 

  

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Basis of Presentation 

The Organization is considered a government entity and operates as a local educational authority, “LEA”.  

Its’ basic financial statements are collectively comprised of the government-wide financial statements, 

fund financial statements, and notes to the basic financial statements of the Organization.  

 

Government-wide Statements 

The Statement of Net Position and the Statement of' Activities display information about the financial 

activities of the overall Organization, except fiduciary activities. Eliminations have been made to 

minimize the double counting of internal activities. Governmental activities generally are financed 

through taxes, intergovernmental revenues and other non-exchange transactions. 

 

The Statement of Activities presents a comparison between direct expenses and program revenues for 

each function of the Organization's governmental activities. 
 

 Direct expenses are those that are specifically associated with a program or function and, therefore, 

are clearly identifiable to a particular function. Indirect expenses (expenses of the Organization 

related to the administration and support of the Organization programs, such as office and 

maintenance personnel and accounting) are not allocated to programs. 

 Program revenues include (a) charges paid by the recipients of goods or services offered by the 

programs and (b) 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, 

including all taxes, are presented as general revenues. 

 

Fund Financial Statements 

The fund financial statements provide information about the Organization's funds including fiduciary 

funds. Eliminations have been made to minimize the double counting of internal activities. Separate 

statements for each category (governmental and fiduciary) are presented. The emphasis of fund financial 

statements is on major governmental funds.  All remaining governmental funds, if any, are aggregated 

and reported as nonmajor funds. The Organization reports its activities in the general fund which is the 

Organization's primary operating fund. It accounts for all financial resources of the Organization. 
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FULTON LEADERSHIP ACADEMY 

NOTES TO THE BASIC FINANCIAL STATEMENT 

YEAR ENDED JUNE 30, 2014 

 

 

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

 

Basis of Accounting 

The basis of accounting determines when transactions are reported on the financial statements. The 

Organization-wide governmental fund financial statements are reported using the economic resources 

measurement focus and the accrual basis of accounting. Revenues are recorded when earned and expenses 

are recorded at the time liabilities are incurred regardless of when the related cash flows take place. Non-

exchange transactions, in which the Organization gives (or receives) value without directly receiving (or 

giving) equal value in exchange, include grants and donations. Revenue from grants and donations are 

recognized in the fiscal year in which all eligibility requirements have been satisfied. 

 

The Organization uses funds to report on its financial position and the results of its operations. Fund 

accounting is designed to demonstrate legal compliance and to aid financial management by segregating 

transactions related to certain governmental functions or activities. A fund is a separate accounting entity 

with a self-balancing set of accounts. 

 

Governmental funds are reported using the current financial resources measurement focus and the 

modified accrual basis of accounting. Under this method, revenues are recognized when measurable and 

available. The Organization considers all revenues reported in the governmental funds to be available if 

they are collected within sixty days after year-end. The Organization considers all intergovernmental 

revenues to be available if they are collected within 120 days after year-end.  Interest is considered to be 

susceptible to accrual. Expenditures are recorded when the related fund liability is incurred, except for 

principal and interest on general long term debt which is recognized to the extent they have matured. 

Capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general long-

term liabilities and acquisitions under capital leases are reported as other financing sources. 

 

The Organization funds certain programs by a combination of specific cost-reimbursement grants, 

categorical grants, and general revenues. Thus, when program costs are incurred, there are both restricted 

and unrestricted net assets available to finance the program. It is the Organization’s policy to first apply 

grant resources to such programs, followed by cost-reimbursement grants, then general revenues. 

 

New Accounting Pronouncements 

In fiscal year 20l4, the Organization adopted the Governmental Accounting and Standards Board (GASB) 

Statement No 65, Items Previously Reported as Assets and Liabilities.  The provisions of this Statement 

establish accounting and financial reporting standards that reclassify, as deferred outflows or deferred 

inflows of resources, certain items that were previously reported as assets and liabilities.  
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FULTON LEADERSHIP ACADEMY 

NOTES TO THE BASIC FINANCIAL STATEMENT 

YEAR ENDED JUNE 30, 2014 

 

 

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

 

Cash and Cash Equivalents 

Cash and cash equivalents consist of cash on hand, demand deposits and short-term investments with 

original maturities of three months or less from the date of acquisition in authorized financial institutions. 

Official Code of Georgia Annotated Section 45-8-14 authorizes the Organization to deposit its funds in 

one or more solvent banks, insured Federal savings and loan associations or insured chartered building 

and loan associations. 

 

Receivables 

Receivables consist of amounts due from grant reimbursements due on Federal, State or other grants for 

expenditures made but not reimbursed and other receivables disclosed from information available. 

Receivables are recorded when either the asset or revenue recognition criteria has been met. Receivables 

recorded on the basic financial statements do not include any amounts which would necessitate the need 

for an allowance for uncollectible receivables. 

 

Prepaid Items 

Payments made to vendors for services that will benefit periods subsequent to June 30, 2014, are recorded 

as prepaid items. 

 

Capital Assets 

Capital assets purchased, including capital outlay costs, are recorded as expenditures in the fund financial 

statements at the time of purchase (including ancillary charges). On the Organization-wide financial 

statements, all purchased capital assets are valued at cost where historical records are available and at 

estimated historical cost based on appraisals or deflated current replacement cost where no historical 

records exist. Donated capital assets are recorded at estimated fair market value on the date donated. 

Disposals are deleted at depreciated recorded cost. The cost of normal maintenance and repairs that do not 

add to the value of assets or materially extend the useful lives of the assets is not capitalized. 

 

Depreciation is computed using the straight-line method. The Organization does not capitalize book 

collections or works of art. During the fiscal year under review, no events or changes in circumstances 

affecting a capital asset that may indicate impairment were known to the Organization.  Capitalization 

thresholds and estimated useful lives of capital assets reported in the Organization-wide statements are as 

follows: 

Capitalization 

Policy

Estimated 

Useful Life

Land 5,000$        N/A

Land Improvements 5,000          10-60 years

Buildings and Improvements 5,000          20-60 years

Equipment 5,000          4-20 years  
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FULTON LEADERSHIP ACADEMY 

NOTES TO THE BASIC FINANCIAL STATEMENT 

YEAR ENDED JUNE 30, 2014 

 

 

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued 

 

Depreciation is used to allocate the actual or estimated historical cost of all capital assets over estimated 

useful lives, with the exception of intangible assets which are amortized.  There are no recorded intangible 

assets in the current year financial statements. 

 

Deferred Outflows/Inflows of Resources 

In addition to assets, the statement of net position and/or the balance sheet will sometimes report a separate 

section for deferred outflows of resources.  This separate financial statement element, represents a 

consumption of resources that applies to a future period(s) and therefore will not be recognized as an 

outflow of resources (expense/expenditure) until then. The Organization did not have any items that 

qualified for reporting in this category for the year ended June 30, 2014. 

 

In addition to liabilities, the statement of net position and/or the balance sheet will sometimes report a 

separate section for deferred inflows of resources.  This separate financial statement element represents 

an acquisition of resources that applies to a future period(s) and therefore will not be recognized as an 

inflow of resources (revenue) until that time.  The Organization did not have any items that qualified for 

reporting in this category for the year ended June 30, 2014. 

 

NET POSITION 

The Organization's net position in the Organization-wide Statements are classified as follows: 

 

Net investment in capital assets - This represents the Organization's total investment in capital assets, 

net of outstanding debt obligations related to those capital assets. To the extent debt has been incurred but 

not yet expended for capital assets such amounts are not included as a component of net investment in 

capital assets. 

 

Restricted net position - These represent resources for which the Organization is legally or contractually 

obligated to spend resources for continuation of Federal Programs or other circumstances in accordance 

with restrictions imposed by external third parties. 

 

Unrestricted net position - Unrestricted net position represent resources derived from grants and 

contributions not restricted to specific programs, charges for services, and miscellaneous revenues. These 

resources are used for transactions relating to the educational and general operations of the Organization, 

and may be used at the discretion of the Board to meet current expenses for those purposes. 

 

FUND BALANCES 

The Organization's fund balances are classified as follows: 

 

Non-spendable - Amounts that cannot be spent either because they are in a non-spendable form or because 

they are legally or contractually required to be maintained intact. 
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FULTON LEADERSHIP ACADEMY 

NOTES TO THE BASIC FINANCIAL STATEMENT 

YEAR ENDED JUNE 30, 2014 

 

 

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

 

Restricted - Constraints are placed on the use of resources are either (l) externally imposed conditions by 

creditors, grantors, contributors, or laws and regulations of other governments or (2) imposed by law 

through constitutional provisions or enabling legislations. 

 

Committed - Amounts that can be used only for specific purposes pursuant to constraints imposed by 

formal action of the Board. The Board is the Organization's highest level of decision-making authority, 

and the formal action that is required to be taken to establish, modify, or rescind a fund balance 

commitment is a resolution approved by the Board. Committed fund balance also should incorporate 

contractual obligations to the extent that existing resources in the fund have been specifically committed 

for use in satisfying those contractual requirements. 

 

Assigned - Amounts that are constrained by the Organization's intent to be used for specific purposes, but 

are neither restricted nor committed. The intent should be expressed by (l) the Board or (2) the budget or 

finance committee, or the Superintendent, or designee, to assign amounts to be used for specific purposes. 

 

Unassigned - The residual classification for the General Fund. This classification represents fund balances 

that have not been assigned to other funds and that have not been restricted, committed, or assigned to 

specific purposes within the General Fund. 

 

Fund Balances of the Governmental Funds at June 30, 2014 are all classified as unassigned.  

 

Income Taxes 

The Organization is exempt from income taxes under the provision of Section 501(c)(3) of the Internal 

Revenue Code (IRC). Accordingly, the Organization is not required to pay taxes on income, and 

contributions to the Organization qualify for the charitable contributions deduction to the extent provided 

by Section 170 of the IRC.  

 

Estimates and Uncertainties 

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 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 expenses during the reporting period. 

Actual results could differ from those estimates. 

 

Subsequent Events 

The Organization has evaluated subsequent events for potential recognition and disclosure through 

September 30, 2014, the date the financial statements were available to be issued. 
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FULTON LEADERSHIP ACADEMY 
NOTES TO THE BASIC FINANCIAL STATEMENT 

YEAR ENDED JUNE 30, 2014 
 
 
 
NOTE 3 - BUDGETARY DATA 
 
The budget is a complete financial plan for the Organization's fiscal year, and is based upon careful 
estimates of expenditures together with probable funding sources.  The budget is adopted each year for 
the general fund however there is no prohibition regarding over expenditure of the budget at any level.  
The budget for all governmental funds, except the various school activity (principal) accounts, is prepared 
and adopted by fund, function and natural expense classification.  The budget for the General Fund was 
prepared in accordance with accounting principles generally accepted in the United States of America. 
  
The budgetary process begins with the Organization's management presenting an initial budget for the 
Board’s finance committee review.  After revisions based on discussion with that committee the budget 
is sent to the governing board for approval.  The budget is not advertised but board meetings are advertised 
in newsletters to parents, on the website and in postings at the school.  Board meetings are open to the 
general public and any interested party may attend including the meeting at which the budget is adopted 
at which time they may ask questions or offer comments on the budget before its adoption. 
 
After adoption by the board the approved budget is submitted to the Georgia Department of Education 
(GADOE) through its online portal by September 30 of each year.  During the year the board may revise 
the budget as necessary.  A copy of the final budget is submitted to GADOE by September 30 of the 
following year as part of the Organization’s reporting of its activities.  The Board may increase or decrease 
the budget at any time during the year.  All unexpended budget authority lapses at fiscal year-end. 
 
See Schedule 1 – General Fund Schedule of Revenues, Expenditures and Changes in Fund Balances – 
Budget to Actual for a detail of any over/under expenditures during the fiscal year under review. 
 
Budgetary/GAAP Basis Reconciliation 
In the General Fund, accounting principles used in developing budgets on a budgetary basis differ from 
those used in preparing financial statements in conformity with generally accepted accounting principles 
(GAAP).  The primary differences between the budget basis and GAAP basis are:  

1. State QBE revenue is recorded when received (budget) rather than when susceptible to accrual 
(GAAP). 

2. Salaries and employee benefits paid to teachers under contract are recorded when paid (budget) 
rather than when the liability is incurred (GAAP). 

 
NOTE 4 – DEPOSITS AND INVESTMENTS 
  
Collateralization of Deposits 
Official Code of Georgia Annotated (O.C.G.A.) Section 45-8-12 provides that there shall not be on deposit 
at any time in any depository for a time longer than ten days a sum of money which has not been secured 
by surety bond, by guarantee of insurance, or by collateral. The aggregate of the face value of such surety 
bond and the market value of securities pledged shall be equal to not less than 110 percent of the public 
funds being secured after the deduction of the amount of deposit insurance.  
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FULTON LEADERSHIP ACADEMY 

NOTES TO THE BASIC FINANCIAL STATEMENT 

YEAR ENDED JUNE 30, 2014 

 

 

 

NOTE 4 – DEPOSITS AND INVESTMENTS - Continued 

 

If a depository elects the pooled method (O.C.G.A. Section 45-8-13.l) the aggregate of the market value 

of the securities pledged to secure a pool of public funds shall be not less than 110 percent of the daily 

pool balance. 

 

Acceptable security for deposits consists of any one or any combination of the following: 

 

1. Surety bond signed by a surety company duly qualified and authorized to transact business 

within the State of Georgia. 

2. Insurance on accounts provided by the Federal Deposit Insurance Corporation. 

3. Bonds, bills, notes, certificates of indebtedness or other direct obligations of the United States or 

of the State of Georgia. 

4. Bonds, bills, notes, certificates of indebtedness or other obligations of the counties or 

municipalities of the State of Georgia, and 

5. Bonds of any public authority created by the laws of the State of Georgia, providing that the statute 

that created the authority authorized the use of the bonds for that purpose, 

6. Industrial revenue bonds and bonds of development authorities created by the laws of the State of 

Georgia, and 

7. Bonds, bills, notes, certificates of indebtedness, or other obligations of subsidiary corporations of 

the United States government, which are fully guaranteed by the United States government both 

as to principal and interest or debt obligations issued by or securities guaranteed by the Federal 

Land Bank, the Federal Home Loan Bank, the Federal Intermediate Credit Bank, the Central Bank 

for Cooperatives, the Farm Credit Banks, the Federal Home Loan Mortgage Association, and the 

Federal National Mortgage Association. 

 

Categorization of Deposits 

Custodial credit risk is the risk that in the event of a bank failure, the Organization’s deposits may not be 

returned to it.  At June 30, 2014, the Organization had deposits with a carrying amount of $406,688 and a 

bank balance of $439,759 at one bank and a carrying amount of $5,383 and a bank balance of $5,383 at 

another bank.  The bank balances insured by Federal depository insurance were $250,000 and the bank 

balances collateralized were zero.  Bank balances exceeding FDIC insurance were $189,759. 

 

 

NOTE 5 – OPERATING LEASES 

 

The Organization has entered into various leases as lessee which are considered for accounting purposes 

to be operating leases.  Lease expenditures for the year ended June 30, 2014, for governmental funds 

amounted to $104,346.  The lease agreements are summarized below. 
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NOTE 5 – OPERATING LEASES - Continued 

 

Snap Technology, Inc. provides hardware, software, and IT support for the school's computer 

infrastructure system under the terms of a three year non-cancellable agreement beginning October 2013 

for $2,400 per month to replace a prior contract which expired in July 2013 and was continued month to 

month through September 2013 at $2,053 per month. 

 

Telephone and internet services are provided by C-Beyond under a non-cancellable three year agreement 

beginning August 2010 at $399 per month, however the contract has rolled over for an additional three 

year term at $492 per month. 

 

The Organization operates in a facility consisting of four buildings with a total of 49,600 square feet of 

classroom, office, recreational, and storage space in East Point, Georgia.  The term of the agreement is 

seventy-three months commencing June 2013 with no rent due during the first two months, then rent due 

of $10,725 per month for the first year.  Successive years contain rent escalation clauses such that monthly 

rent increases to $11,050 in year two, $11,375 in year three, $11,725 in year four, $12,700 in year five, 

and decrease to $12,425 in year six.  However due to delays in the landlord’s construction schedule certain 

portions of the facility were not available for use during fiscal year 2014 and the landlord agreed to alter 

the rent schedule so that for August 1, 2013 rent was due in the amount of $5,487 until March 2014 at 

which time another building was available for use and rent increased to $7,487.  Beginning with July 2014 

rent the Organization began paying rent according to the lease agreement as all facilities were available. 

 

Future minimum lease payments for these leases are as follows: 

 

 Fiscal Year   Government Funds   

 2015    $   166,979 

 2016         170,879 

 2017         148,042 

 2018         151,425 

 2019         149,375 

 Thereafter          12,425 

 Total    $   799,125 

 

 

NOTE 6 – RISK MANAGEMENT 

 

The Organization is exposed to various risks of loss related to torts; theft of, damage to, and destruction 

of assets; errors or omissions; job related illness or injuries to employees; acts of God.  The Organization 

has obtained commercial insurance for risk of loss associated with assets and errors or omissions. The 

Organization has neither significantly reduced coverage for these risks nor incurred losses (settlements) 

which exceeded the Organization’s insurance coverage in any of the past three years. 
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NOTE 7 – SIGNIFICANT CONTINGENT LIABILITIES 

 

Amounts received or receivable principally from the Federal government are subject to audit and review 

by grantor agencies.  This could result in requests for reimbursement to the grantor agency for any costs 

that are disallowed under grant terms.  The Organization believes that such disallowances, if any, will be 

immaterial to its overall financial position. 

 

 

NOTE 8 – CAPITAL ASSETS 

 

The following is a summary of changes in the Capital Assets during the fiscal year: 

 
Governmental Activities

Capital Assets, Not Being Depreciated:

Total Capital Assets, Not Being Depreciated -$                 -$                 -$                 -$                     

Capital Assets Being Depreciated

Furniture & Equipment 42,547         32,500         -                   75,047$           

Leasehold Improvements -                   129,136       -                   129,136           

Less Accumulated Depreciation for:

Furniture & Equipment 30,293         8,152           -                   38,445             

Leasehold Improvements -                   4,305           -                   4,305               

Total Capital Assets, Being Depreciated, Net 12,254$       149,179$     -$                 161,433$         

Governmental Activity Capital Assets, Net 12,254$       149,179$     -$                 161,433$         

Current year depreciation expense by function is as follows:

Instruction 4,902$         

Support Services

Maintenance and Operation of Plant 4,305           

Student Transportation Services 3,250           

Total 12,457$       
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NOTE 9 – RETIREMENT PLANS - Teachers Retirement System of Georgia (TRS) 

 

TRS is a cost-sharing multiple-employer defined benefit plan created in 1943 by an act of Georgia General 

Assembly to provide retirement benefits for qualifying employees in educational service. A Board of 

Trustees comprised of active and retired members and ex-officio State employees is ultimately responsible 

for the administration of TRS. The Teachers Retirement System of Georgia issues a separate stand-alone 

financial audit report and a copy can be obtained from the Georgia Department of Audits and Accounts. 

 

On October 25, 1996, the Board created the Supplemental Retirement Benefits Plan of the Georgia 

Teachers Retirement System (SRBP-TRS). SRBP-TRS was established as a qualified excess benefit plan 

in accordance with Section 415 of the Internal Revenue Code (IRC) as a portion of TRS. The purpose of 

SRBP-TRS is to provide retirement benefits to employees covered by TRS whose benefits are otherwise 

limited by IRC Section 415. 

Beginning July 1, 1997, all members and retired former members in TRS are eligible to participate in the 

SRBP-TRS whenever their benefits under TRS exceed the IRC Section 415 imposed limitation on 

benefits.  TRS provides service retirement, disability retirement, and survivor's benefits. The benefit 

structure of TRS is defined and may be amended by State statute. A member is eligible for normal service 

retirement after 30 years of creditable service, regardless of age, or after 10 years of service and attainment 

of age 60. A member is eligible for early retirement after 25 years of creditable service. 

 

Normal retirement (pension) benefits paid to members are equal to 2% of the average of the member's two 

highest paid consecutive years of service, multiplied by the number of years of creditable service up to 40 

years. Early retirement benefits are reduced by the lesser of one-twelfth of 7% for each month the member 

is below age 60 or by 7% for each year or fraction thereof by which the member has less than 30 years of 

service. It is also assumed that certain cost-of-living adjustments, based on the Consumer Price Index, will 

be made in future years. Retirement benefits are payable monthly for life. A member may elect to receive 

a partial lump sum distribution in addition to a reduced monthly retirement benefit. Death, disability and 

spousal benefits are also available. 

 

Funding Policy.  TRS is funded by member and employer contributions as adopted and amended by the 

Board of Trustees. Members become fully vested after l0 years of service. If a member terminates with 

less than l0 years of service, no vesting of employer contributions occurs, but member’s contributions may 

be refunded with interest. Member contributions are limited by state law to not less than 5% or more than 

6% of a member's earnable compensation. Member contributions as adopted by the Board of Trustees for 

the fiscal year ended June 30, 20l4 were 6 % of annual salary. Employer contributions required for fiscal 

year 2014 were 12.28% of annual salary as required by the June 30, 20l0 actuarial valuation.  Employer 

contributions for the current Fiscal year and the preceding two fiscal years were as follows: 

 

Fiscal Year Required Contribution Percent Contributed

2014 102,658$                      100%

2013 83,574                          100%

2012 63,181                          100%  



SCHEDULE "1"

ACTUAL VARIANCE

ORIGINAL FINAL AMOUNTS OVER/UNDER

REVENUES

State Funds  $ 1,696,976  $ 2,162,987  $ 2,138,364           $ 24,623

Federal Funds 115,318 176,543 227,725              -51,182

Investment Earnings 0 0 12                       

Miscellaneous 68,025 153,691 197,287              -43,596

Total Revenues  $ 1,880,319  $ 2,493,221  $ 2,563,388           $ -70,155

EXPENDITURES

Inustruction 826,745 964,699 906,333 58,366

Support Services

Pupil Services 0 0 102,984 -102,984

Improvement of Instructional Services 71,620 76,866 70,546 6,320

Educational Media Services 0 0 0 0

General Administration 0 0 56,918 -56,918

School Administration 316,051 295,863 281,399 14,464

Business Administration 135,057 153,559 122,155 31,404

Maintenance and Operation of Plant 173,136 308,646 295,993 12,653

Student Transportation Program 110,630 107,976 141,875 -33,899

Central Support Services 25,000 25,000 30,201 -5,201

Other Support Services 1,500 8,070 5,382 2,688

Food Services Operation 156,200 165,283 178,535 -13,252

Debt Service 0 0 0 0

Total Expenditures  $ 1,815,939  $ 2,105,962  $ 2,192,321 $ -86,361

Excess of Revenues over (under) Expenditures  $ 64,380  $ 387,259  $ 371,067.12 $ 16,205

OTHER FINANCING SOURCES (USES)

Other Sources  $ 0  $ 0  $ 0                         $ 0

Other Uses 0 0 0                         0

Total Other Financing Sources (Uses)  $ 0  $ 0  $ 0                         $ 0

Net Change in Fund Balances  $ 64,380  $ 387,259  $ 371,067 $ 16,205

Fund Balances - Beginning 76,525 76,525 76,525                0

Adjustments to Fund Balance 0 0 0                         

Fund Balances - Ending  $ 140,905  $ 463,784  $ 447,592 $ 16,205

Notes to the Schedule of Revenues, Expenditures and Changes in Fund Balances Budget and Actual

       The accompanying schedule of revenues, expenditures and changes in fund balances budget and actual

is presented on the modified accrual basis of accounting which is the basis of accounting used in the presentation

of the fund financial statements.

See notes to the basic financial statements.
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FULTON LEADERSHIP ACADEMY SCHEDULE "2"

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2014

PASS-

THROUGH

ENTITY

FUNDING AGENCY CFDA ID EXPENDITURES

PROGRAM/GRANT NUMBER NUMBER IN PERIOD

Agriculture, U. S. Department of

Child Nutrition Cluster

Pass-Through From Georgia Department of Education

Food Services

School Breakfast Program 10.553 N/A (2)

National School Lunch Program 10.555 N/A 93,700$          (1)

Total Child Nutrition Cluster 93,700$          

Total U. S. Department of Agriculture 93,700$          

Education, U. S. Department of

Special Education Cluster

Pass-Through From Georgia Department of Education

Special Education

Grants to States 84.027 N/A 31,086$          

Total Special Education Cluster 31,086$          

Title I, Part A Cluster

Pass-Through From Georgia Department of Education

Title I Grants to Local Educational Agencies 84.010 N/A 98,746$          

Total Title I, Part A Cluster 98,746$          

Other Programs

Pass-Through From Georgia Department of Education

ARRA - Race-to-the-Top Incentive Grants 84.395 N/A 3,200$             

Improving Teacher Quality State Grants 84.367 N/A 993

Total Other Programs 4,193$             

Total U. S. Department of Education 134,025$        

Total Expenditures of Federal Awards 227,725$        

N/A = Not Available

(1) Includes the Federally assigned value of donated commodities for the Food Donation Program 

in the amount of $4,258.

(2) Expenditures for the funds earned on the School Breakfast Program of $18,869 were not maintained

separately and are included in the 2014 National School Lunch Program.

The School District had no major programs as defined by the Single Audit Act of 1984.

The School District did not provide Federal Assistance to any Subrecipient.

The accompanying schedule of expenditures of Federal awards includes the Federal grant activity of the Fulton Leadership Academy

and is presented on the modified accrual basis of accounting which is the basis of accounting used in the presentation of the fund 

financial statements.

See notes to the basic financial statements.
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FULTON LEADERSHIP ACADEMY Schedule "3"

SCHEDULE OF STATE REVENUE  

YEAR ENDED JUNE 30, 2014  

AGENCY/FUNDING General

Fund

GRANTS

    Education, Georgia Department of

      Quality Basic Education

         Direct Instructional Cost

              Middle Grades (6-8) Program 467,257$            

              High School General Education (9-12) Program 104,588              

              Vocational Lab (9-12) Program 11,128                

              Students With Disabilities 217,397              

              Gifted Student - Category VI 40,104                

              Remedial Education Program -                      

              Alternative Education Program 19,858                

         Media Center Program 21,807                

         20 Days Additional Instruction 7,010                  

         Staff and Professional Development 6,476                  

         Indirect Cost

              Central Administration 18,317                

              School Administration 87,043                

              Facility Maintenance and Operation 76,092                

         Amended Formula Adjustment (99,153)               

         Categorical Grants

             Nursing Services 19,090                

         State Special Charter Supplement 945,932              

         Other State Programs

              Charter School - Facilities 190,184              

              Math/Science Supplements 5,234                  

Total 2,138,364$         

The notes to the basic financial statements are an integral part of this statement.
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FULTON LEADERSHIP ACADEMY SCHEDULE "5"

GENERAL FUND - QUALITY BASIC EDUCATION PROGRAM

ALLOTMENTS AND EXPENDITURS  - BY PROGRAM

YEAR ENDED JUNE 30, 2014

Allotments

From Georgia

Department of ELIGIBLE QBE PROGRAM COSTS

DESCRIPTION Education (1) (2) Salaries Operations Total

Direct Instructional Programs

Middle School (6-8) Program 488,588$          476,265$   12,323$ 488,588$     

High School General Education (9-12) Program 109,363            104,137     5,226     109,363       

Vocational Laboratory (9-12) Program 11,636              10,323       1,313     11,636         

Students with Disabilities

Category I 63,659              61,169       2,490     63,659         

Category II 7,649                7,518         131        7,649           

Category III 109,613            107,367     2,246     109,613       

Category IV 33,322              32,477       845        33,322         

Category V 13,079              12,234       845        13,079         

Gifted Student - Category VI 41,935              40,926       1,009     41,935         

Alternative Education Program 20,765              20,342       423        20,765         

TOTAL DIRECT INSTRUCTIONAL PROGRAMS 899,609            872,758     26,851   899,609       

Media Center Program 22,803              19,324       3,479     22,803         

Staff and Professional Development 6,476                -             6,476     6,476           

TOTAL QBE FORMULA FUNDS 928,888$          892,082$   36,806$ 928,888$     

(1)  Comprised of State Funds plus Local Five Mill Share.

(2)  Allotments do not include the impact of the State amended formula adjustment.

The notes to the basic financial statements are an integral part of this statement.
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C. Douglas Erwin, Jr., CPA 

Certified Public Accountants 

4480-H South Cobb Drive, Suite 106 

Smyrna, Georgia 30080 

Telephone: (770) 912-3080 

Fax: (404) 348-4197 

 

 
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 

 

 

September 30, 2014 

 

To The Board of Directors 

Fulton Leadership Academy 

East Point, Georgia 

 

I have audited in accordance with the auditing standards generally accepted in the United States 

of America and the standards applicable to financial audits contained in Government Auditing 

Standards issued by the Comptroller General of the United States, the financial statements of the 

governmental activities and the general fund information of Fulton Leadership Academy as of 

and for the Year Ended June 30, 2014, and the related notes to the financial statements, which 

collectively comprise the Fulton Leadership Academy's basic financial statements and have 

issued my report thereon dated September 30, 2014.   

 

Internal Control over Financial Reporting 

In planning and performing my audit, I considered Fulton Leadership Academy’s internal control 

over financial reporting to determine the audit procedures that are appropriate in the 

circumstances for the purpose of expressing my opinions on the financial statements, but not for 

the purpose of expressing an opinion on the effectiveness of Fulton Leadership Academy’s 

internal control.  Accordingly, I do not express an opinion on the effectiveness of the Fulton 

Leadership Academy’s internal control. 

 

My consideration of internal control was for the limited purpose described above and was not 

designed to identify all deficiencies in internal control that might be material weaknesses or 

significant deficiencies therefore, material weaknesses or significant deficiencies may exist that 

were not identified. 

  

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. I did not identify any deficiencies in internal control 

that I consider to be material weaknesses. 
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FULTON LEADERSHIP ACADEMY, INC. 

SCHEDULE OF FINDINGS AND RESPONSES 

Year Ended June 30, 2014 

             

 

Finding 2014-001: Compliance with Law 

 

Condition: The Organization did not obtain collateral from its financial institution or ensure that 

its funds were pooled in a collateralized account for public funds which exceeded FDIC 

insurance. 

 

Criteria: Official Code of Georgia Annotated (O.C.G.A.) Section 45-8-12 provides that there 

shall not be on deposit at any time in any depository for a time longer than ten days a sum of 

money which has not been secured by surety bond, by guarantee of insurance, or by collateral as 

described by the statute.  

 

Cause: Management of the Organization was not aware of this statute. 

  

Effect: Public funds are unsecured creating custodial credit risk that in the event of a bank failure, 

the Organization’s deposits may not be returned to it.  At June 30, 2014, the Organization had 

deposits with the financial institution totaling $439,759.  Bank balances of $250,000 were insured 

by Federal depository insurance leaving unsecured bank balances of $189,759.  

 

Recommendation: We recommend that the Organization notify the financial institution that funds 

are public funds and should be either collateralized, secured, or insured as required by the statute 

 

Views of Responsible Officials and Planned Corrective Actions: We agree with the finding and 

are currently working with the financial institution to correct the issue. 
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Finding 2013-001: Significant Deficiency - Preparation of Financial Statements 

 

Condition: The Organization did not prepare its financial statements which are prepared by the 

auditor. 

 

Current Year Status: Corrected.  The auditor still provides assistance to the Organization but 

management reviews and accepts responsibility for the financial statements and is involved in 

the process of preparing them.  

 

 

Finding 2013-002: Compliance With Laws & Regulations - Participation in electronic 

federal work authorization program 

 

Condition: The Organization did not participate in the electronic federal work authorization 

program, E-verify, as required by O.C.G.A. 13-10-91. 

 

Current Year Status: Corrected 

  

 


