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”':.OPINION ON COMBINED GENERAL PURPOSE FINANCIAL
TEMENTS AND SUPPLEMENTAL INFORMATION -
' GOVERNMENTAL ENTITY

Independent Aunditor's Report

ympanying combined statements of net assets of Advanced Math and Science

(a Massachusetts charter school) (the School) and AMSA Charter School
Aassachusetts corporation, not for profit) (the Foundation) as of June 30, 2010 and

bined statements of revenues, expenses and changes in net assets and cash flows
‘heése combined general purpose financial statements are the responsibility of
ation’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

1accordance with auditing standards generally accepted in the United States of
ds.applicable to financial audits contained in Government Auditing Standards,
eral of the United States. Those standards require that we plan and perform
ble assurance about whether the combined general purpose financial statements
ent.” An audit includes examining, on a test basis, evidence supporting the
-the combined general purpose financial statements. An audit also includes
iples used and significant estimates made by management, as well as .

ial statement presentation. We believe that our audits provide a reasonable

ined general purpose financial statements referred to above present fairly, in all
ned financial position of Advanced Math and Science Academy Charter
School Foundation, Inc. as of June 30, 2010 and 2009, and the changes in
ash flows for the years then ended in conformity with accounting principles
Jnited States of America.

ment Auditing Standards, we have also issued our report dated October 18,
the School's internal control over financial reporting and on our tests of its
rovisions of laws, regulations, contracts and grant agreements, and other

report is to describe the scope of our testing of internal control over financial
d the results of that testing and not to provide an opinion on the internal

g or on compliance. That report is an integral part of an audit performed in
ent Auditing Standards and should be considered in assessing the results of our



Academy Charter School and
Foundation, Inc.

nd analysis on pages 2 through 4 are not a required part of the basic

oial statements but are supplementary information required by accounting
the United States of America. We have applied certain limited

ncipally of inquires of management regarding methods of measurement

d supplementary information. However, we did not audit the information

) 7 FI/V\/VM/‘W& = CO_‘ (2.
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VANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2010

sion and analysis of the Advanced Math and Science Academy Charter School's (the School)
performance provxdes an overview of the School's financial activities for the fiscal year ended
010. Please read it in conjunction with the School’s financial statements and the related notes to
al statements.

ool received their charter on February 24, 2004, to operate as a public charter school in the

wealth of Massachusetts. The initial charter is awarded for a five-year period and was subject to

y the Commonwealth of Massachusetts Board of Education during fiscal year 2010. During fiscal
2007, the School operated sixth, seventh and eighth grades and the enrollment was comprised of
pproximately 400 students. During fiscal year 2008, the School operated grade six through grade nine and
rollment was approximately 500 students. During fiscal year 2009, the School operated grade six

ten and enrollment was approximately 625 students. During fiscal year 2010, the school operated
sn( to eleven and the enrollment was approximately 800 students. The Board of Elementary and
Education approved the renewal of the School’s charter. The charter term is five years,

ng July 1, 2010 and expiring June 30, 2015. The board of trustees of AMSA requested approval for
T amendment to increase the school’s maximum enrollment from 828 to 966 students, an increase of
dents. The Board of Elementary and Secondary Education voted on February 23, 2010 to approve
dvanced Math and Science Academy Charter School’s request to amend its charter to increase

iment from 828 to 966 students and to increase grades served from 6-11 to 6-12. The School operates
apacity at the beginning of September, 2010.

cordance with Governmental Accounting Standards Board (GASB) Statement No. 14, The Financial

Leporting Entity and GASB Statement No. 39, Determining Whether Certain Organizations are Component
nits, the School discretely presents financial information of the AMSA Charter School Foundation, Inc.

e Foundation), a related nonprofit organization, in its financial statements. GASB defines component

nits as legally separate organizations for which the primary government is financially accountable and

sther organizations for which the nature and mgmfncance of their relationship to a primaty government is

such that exclusion would cause the reporting entity’s financial statements to be misleading or incomplete.

The Foundation acts primarily as a fundraising organization to supplement the resources of the School.

< Although the School does not control the timing or amounts of receipts from the Foundation, the majority of

- the resources or income thereon that it holds is restricted to the activities of the School. Because these

- restricted resources can only be used by or for the benefit of the School, the Foundation is considered a

* component unit of the School and is discretely presented in the School’s financial statements.

Financial Highlights — Charter School

The following financial highlights are for the fiscal year 2010 with comparative information from fiscal year
2009:

» The School held total assets of $3,433,981 and $1,833,642 at June 30, 2010 and 2009, respectively,
of which $886,798 and $659,438 were net capital assets, respectively. The majority of the
remaining assets consisted of cash, accounts receivable and prepaid expenses.

* The School held total liabilities of $786, 208 and $404,557 at June 30, 2010 and 2009, respectively.

= Total net assets for the School were $2,647, 773 and $1,429,085 at June 30, 2010 and 2009,
respectively, of which $2,647,773 and $1,388,463 was unrestricted, including $886,798 and

$657,900 invested in capital assets, respectively. The School also had restricted net assets $40,622
at June 30, 2009.

= The School earned total revenues of $9,917,860 and $7,536,568 for the years ended June 30, 2010
and 2009, of which approximately 99% and 97%, respectively, were operating revenues and

approximately 1% and 3% respectively, were from general revenues (undesignated grants and
contributions, capital grants, etc.).
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2010
(Continued)

Financial Highlights (Continued)

» The School had total expenses of $8,699,172 and $7,016,379 for the years ended June 30, 2010 and
20009, respectively.

» The School’s changes in net assets were $1,218,688 and $520,189 for the years ended June 30,
2010 and 2009, respectively.

Using This Annual Report

This annual report consists of a series of financial statements. In accordance with Governmentat
Accounting Standards Board Statement No. 34, Basic Financial Statement — Management's Discussion and
Analysis - for State and Local Governments (GASB No. 34), the School is considered a special purpose
government entity that engages in only business type activities. All of the financial activity of the School is
recorded in an enterprise fund within the proprietary fund group. In accordance with GASB No. 34, the
School issues a Statement of Net Assets, Statement of Revenues, Expenses and Changes in Net Assets and a
Statement of Cash Flows. These statements provide information about the financial activities of the School,
as a whole. This annual report also contains notes to the financial statements which provide additional
information that is essential to a full understanding of the information provided in the basic financial
statements.

Financial Statements

The Statement of Net Assets presents the assets, liabilities and net assets of the School as a whole, as of the
end of the fiscal year. The Statement of Net Assets is a point-in-time financial statement. The purpose of
this statement is to present a fiscal snapshot of the School to the readers of the financial statements. The
Statement of Net Assets includes year-end information concerning current and non-current assets, current
and non-current liabilities, and net assets. Net assets represent the difference between assets and liabilities.
Net assets are displayed in three components, invested in capital assets net of related debt, restricted net
assets and unrestricted net assets. Net assets invested in capital assets net of related debt consists of capital
assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowing used for the
acquisition, construction, or improvement of those assets. Net assets are reported as restricted when there
are limitations imposed on their use through external restrictions imposed by creditors, grantors,
contributors, or government laws or regulations of other governments. Unrestricted net assets represent all
other net assets that do not meet the definition of restricted or invested in capital assets net of related debt.
Over time, readers of the financial statements will be able to evaluate the School’s fiscal health (liquidity
and solvency) or financial position by analyzing the increases and decreases in net assets to determine if the
School’s financial health is improving or deteriorating. The reader will also need to consider other non-
financial factors such as changes in economic conditions and new or amended charter school legislation
when evaluating the overall financial health of the School. This statement is also a good source for readers
to determine how much the School owes to vendors and creditors and the available assets that can be used to
satisfy those liabilities.

The Statement of Revenues, Expenses and Changes in Net Assets report the financial (revenue and
expenses) activities of the School and divide revenue into two categories: Operating activities and general
revenue. Operating activities include all financial activities associated with the operation of the School and
its related programs. General revenue includes all revenue received which is not fee generated or designated
for a specific purpose with the exception of capital grants. Capital grants are reported as general revenue as
the related cost has been capitalized. Changes in total net assets as presented on the Statement of Net Assets
are based on the activity presented in this statement. This statement helps to determine whether the School
had sufficient revenues to cover expenses during the year and its net increase or decrease in net assets based
on cutrent year operations.
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2010
(Continued)

Financial Statements (Continued)

The Statement of Cash Flows provides information about the School’s cash receipts and cash payments
during the reporting period. The statement reports cash receipts, cash payments, and net changes in cash
resulting from operations, investing, and capital and non-capital financing activities and provides answers to
such questions as “from where did cash come?,” “for what was cash used?,” and “what was the change in
the cash balance during the reporting period?” This statement also is an important tool in helping users
assess the School’s ability to generate future net cash flows, its ability to meet its obligations as they come
due, and its need for external financing.

Budgetary Highlights

For the School fiscal year ended June 30, 2010 the School incurred $8,699,172 in actual expenditures
compared to budgeted expenditures of $8,711,163 -

For the fiscal year ended June 30, 2009, the School incurred $7,016,379 in actual expenditures compared to
budgeted expenditures of $7,011,958.

The School's Financial Activities

The majority of the School's funding is received from the Commonwealth of Massachusetts Department of
Elementary and Secondary Education and is based on a standard rate per pupil. The School received
$8,897,220 in per-pupil funding in fiscal year 2010 and $6,685,424 in fiscal year 2009.

This represents 89.7 % of the School’s total revenue for fiscal year 2010 and 88.7% for fiscal year 2009.
In addition, the School received various Federal, Commonwealth of Massachusetts and private grants,
which totaled $362,257 and $386,254 for fiscal years 2010 and 2009, respectively.

Other Financial Factors

In December, 2004, the School entered into an operating lease agreement with the 201 Forest Street Realty
Trust for a term of twenty-five years for the location at 201 Forest Street, which includes payments ranging
from $21,667 per month in the first year to $46,667 per month in the twenty fifth year. The lease agreement
was amended in August, 2007 to include 199 Forest Street, which includes payments ranging from $21,667
per month in the first year to $58,409 per month in the twenty fifth year. The lease agreement was amended
in August, 2008 to include 199 Forest Street, which includes payments ranging from $21,667 per month in
the first year to $73,544 per month in the twenty fifth year. The lease agreement was amended in August 1,
2009 to include additional space at 199 Forest Street, which includes payments ranging from $21,667 per
month in the first year to $91,000 per month in the twenty fifth year. In accordance with the lease terms, the
School is also liable for all common area maintenance expenses incuired at the premises.

Contacting the School's Financial Management

This financial report is designed to provide the reader with a general overview of the School’s finances and
to show the accountability for the funds received. If you have questions about this report or need additional
financial information, contact the Business Office of the School.
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 34, 2010

COMPONENT (Memorandum
UNIT Only)
ENTERPRISE FUND SCHOOL FOUNDATION TOTAL
OPERATING OPERATING OPERATING
AND RESTRICTED AND AND RESTRICTED
FIXED ASSET PROGRAM FIXED ASSET FIXED ASSET PROGRAM
FUNDS FUNDS TOTAL FUNDS FUNDS FUNDS TOTAL
IPERATING REVENUE: -
“Per-pupil tuition $ 8,897,220 3 - $ 8,897,220 $ - $ 8,897,220 $ - % 8,897,220
Program service fees 486,516 - 486,516 - 486,516 - 486,516
. Grants - government 222,077 - 222,077 - 222,077 C - 222,077
In-kind transportation 158,400 - 158,400 - 158,400 - 158,400
. Program specific grants - private 63,799 - 63,799 - 63,799 - 63,799
Transfers between funds 40,622 (40,622) - - 40,622 (40,622) -
Total operating revenue 9,868,634 (40,622) 9,828,012 - 9,868,634 (40,622) 9,828,012
OPERATING EXPENSES:
* Personnel and related costs -
: -Salaries 4,578,634 - 4,578,634 - 4,578,634 - 4,578,634
- Payroll taxes and fringe benefits 590,035 - 590,035 - 590,035 - 590,035
- §taff development and recruitment 57,618 - 57,618 - 57,618 - 57,618
© . Staff travel 6,812 - 6,812 - 6,812 - 6,812
_ Total personnel and related costs 5,233,099 - 5,233,099 - 5,233,009 - 5,233,000
- Direct student costs -

" 'Program expenses 697,216 - 697,216 - 697,216 - 697,216
. " Swdent transportation 312,710 - 312,710 - 312,710 - 312,710
1, Curriculum development 30,739 - 30,739 - 30,739 - 30,739
i Total direct student costs 1,040,665 - 1,040,665 - 1,040,665 - 1,040,665
'.-Qc;:upancy -

‘. Rent and related 1,470,191 - 1,470,151 - 1,470,191 - 1,470,191
 Repairs and maintenance 222470 - 222470 - 222,470 - 222,470
L Utilities 134,392 - 134,392 - 134,392 - 134,392
= 2z nsurance 38,805 - 38,805 - 38,805 - 38,805
Equipment rental 21,278 - 21,278 - 21,278 - 21,278
“Storage 4,324 - 4,324 - 4,324 - 4,324
#... Total occupancy 1,891,460 - 1,891,460 - 1,891,460 - 1,891,460

et operating costs -
Grant expense - - - 117,383 117,383 - 117,383
Professional fees 82,082 - 82,082 9,734 91,816 - 91,816
Miscellaneous 63,537 - 63,537 - 63,537 - 63,537
Office supplies 49,902 - 49,902 - 49,902 - 49,902
Bad debt 39,133 - 39,133 - 39,133 - 39,133
Telephone 21,075 - 21,075 - 21,075 - 21,075
Printing and postage 5,295 - 5,295 - 3,295 - 5,295
Totat other operating costs 261,024 - 261,024 127117 388,141 - 388,141
preciation 272,924 - 272,924 - 272,924 - 272,924
Total operating expenses 8,699,172 - 8,699,172 127,117 8,826,289 - 8,826,289
_Changes in net assets from operations 1,169,462 (40,622) 1,128,840 (127,117 1,042,345 {40,622) 1,001,723

NERAL REVENUE:
and contributions 76,381 - 76,381 158,508 234,889 - 234,339
tand other 13,467 - 13,467 805 14,272 - 14,2712
"Total general revenue 89,848 - 89,848 159,313 249,161 - 249,161
Changes in net assets 1,259,310 (40,622} 1,218,688 32,196 1,291,506 (40,622) 1,250,884
SSETS, beginning of year 1,388,463 40,622 1,429,085 27,258 1,415,721 40,622 1,456,343
T8, end of year $ 2,647,773 $ - $2,647,773 $ 59454 $2,707,227 § - $ 2,707,227

The accompanying notes are an integral part of these combined statements.
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC,

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2009

COMPONENT (Memorandum
UNIT Only)
ENTERPRISE FUND SCHOOL FOUNDATION TOTAL
OPERATING "OPERATING  OPERATING
AND RESTRICTED AND AND RESTRICTED
FiXED ASSET PROGRAM FIXED ASSET  FIXED ASSET PROGRAM
FUNDS FUNDS TOTAL FUNDS FUNDS FUNDS TOTAL
OPERATING REVENUE:

“Per-pupil tuition $ 6,685,424 3 - § 6,685,424 % - 46,685,424 $ - $ 6,685,424

Progtam service fees : 355,675 - 355,675 - 355,675 - 355,675
:Grants - government 114,220 - 114,220 - 114,220 - 114,220
- Program specific grants - private 67,004 40,622 107,626 - 67,004 40,622 107,626

In-kind transportation 47,584 - 47,584 - 47,584 - 47,584

Transfers between funds 47,987 {47,987) - - 47,987 (47,987) -

: Totil operating revenue 7,317,804 (7,365) 7,310,528 - 7,317,894 (7,365). 7,310,525
: OPERATlNG EXPENSES:

Personnel and related costs -

- Salaries 4,118,087 - 4,118,097 - 4,118,007 - 4,118,097
Payroll taxes and fringe benefits 427,011 - 427,011 - 427,011 - 427,011
Staff development and recruitment 34,173 - 34,173 - 34,173 - 34,173
Staff travel 2,577 - 2,577 - 2,577 - 2,577

Total personnel and related costs 4,581,858 - 4,581,858 - 4,581,858 - 4,581,858

Direct student costs -

Prograrh expenses 397,356 - 397,356 - 397,356 - 397,356
Student transportation 206,550 - 206,550 - 206,550 - 206,550
Curriculum development 39,298 - 39,298 - 39,298 - 39,298

Total direct student costs 643,204 . 643,204 - (643,204 - 643,204

- Occupancy -

Rent and related 1,090,673 - 1,000,673 - 1,090,673 - 1,080,673
Repairs and maintenance 152,363 - 152,363 - 152,363 - 152,363
Utilities 131,573 - 131,573 - 131,573 - 131,573
Insurance 36,212 - 36,212 - 36,212 - 36,212
Equipment rental 19,001 - 19,001 - 19,001 - 19,001
Storage 15,024 - 15,024 - 15,024 - 15,024

Total occupancy 1,444,846 - 1,444,846 - 1,444 346 - 1,444,846

Other operating costs -

Grant expense = - . 253,052 253,052 - 253,052
Professional fees 73,347 - 73,347 3,429 76,776 - 16,776
Miscellaneous 40,111 - 40,111 2,488 42,599 - 42,599
Office supplies 38,028 - 38,028 567 38,595 - 38,595
Telephone 17,524 - 17,524 - 17.524 - 17,524
Printing and postage 3,015 - 3,015 - 3,015 - 3,015
Total other operating costs 172,025 - 172,025 259,536 431,561 - 431,561
. Depreciation 174,446 - 174,446 271 174,717 - 174,717
Total operating expenses 7,016,379 - 7,016,379 259,807 7,276,186 - 7,276,186
Changes in net assets from operations 301,515 (7,365) 294,150 (259,807) 41,708 (7,365) 34,343
GENERAL REVENUE:

“Qrants and contributions 22,034 - 22,034 259,232 281,266 - 281,266
:.Capital grants 142,374 - 142,374 - 142,374 - 142,374
- Intérest and other 45,645 - 45,645 - 45,645 - 45,645
Donated furniture and equipment 15,985 - 15,986 - 15,986 - 15,986
- Transfers between funds-capital 5,000 (5,000) - - 5,000 {5,000) -

Total general revenue 231,039 (5,000) 226,039 259,232 450,271 (5,000) 485,271
Changes in net agsets 532,554 (12,365) 520,189 (575) 531,979 (12,365} 519,614
T ASSETS, beginning of year 855,909 52,987 908,396 27,833 883,742 52,987 936,726
T ASSETS, end of year $ 1,388,463 $ 40,622 $ 1,429,085 $ 27,258 $ 1,415,721 $ 40,622 $ 1,456,343

The accompanying notes are an integral part of these combined statements.
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

COMBINED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2010 AND JUNE 38, 2009

2010 2009
ENTERPRISE COMPONENT  (Memorandum ENTERPRISE COMPONENT  (Memorandum
FUND UNIT Only) FUND UNIT Only)
§CHO0L EQUNDATION TOTAL SCHOOL FOUNDATION TOTAL
“CASH FLOWS FROM OPERATING ACTIVITIES:
. . Receipts for tuition ¥ 8,897,220 $ - $ 8,897,220 $ 6,685,424 $ - $ 6,685,424
i Receipts from government grants 213,880 - 213,880 87,486 - 87,486
Rgcelpts from private grants-and contributions 138,380 158,508 296,888 143,062 254,232 397,294
‘Receipls from other sources 496,663 805 497,468 385,334 - 385,334
i~ Employee compensation and related costs (5,023,261) - (5,023,261} (4,516,397 - (4,516,397)
.+ Payments for supplies and services (2,751,100} (98,944) (2,850,044) {2,395,078) (299,536) {2,694,614)
Net cash provided by (used in} operating activities 1,971,782 60,369 2,032,151 389,831 (45,304) 344,527
CASH FLOWS FROM INVESTING ACTIVITIES -
E'Acquisiti'on of fixed assets (500,284) - (500,284) (467,912) - (467,912)
- CASH FLOWS FROM FINANCING ACTIVITIES:
;f " “Payments on note payable (£,538) - (1,538) (4,625) - (4,623)
¢ " Capital grants - - - 142,374 - 142,374
Net cash provided by {used in) financing
activities (1,538) - (1,538) 137,749 - 137,749
'T INCREASE (DECREASE) IN CASH 1,469,960 60,369 1,530,329 59,668 (45,304) 14,364
g CASH, beginning of year 939,251 32,258 971,509 819,583 71,562 957,145
CASH, end of year $ 2,409,211 $ 92,627 $ 2,501,838 $ 939,251 $ 32,258 $ 971,509
CASH FLOWS FROM OPERATING ACTIVITIES:
-+ Changes in net assets $ 1,218,688 $ 32,196 $ 1,250,884 § 520,189 $ (575) $ 519,614
© Adjusiments to reconcile changes in net assets to net cash
provided by (used in) operating activities -
Depreciation 272,924 - 272,924 174,446 271 174,717
Capital grants - - - (142,374} - (142,374)
Bad debt 39,133 - 39,i33 - - -
Donated furniture and equipment - - - (15,986) - (15,986)
Changes in operating assets and liabilities -
Grants and accounts recelvable (50,650) - (50,650) (15,293) - (15,293)
Prepaid expenses 110,298 - 110,298 (138,957) - (138,957)
Due toffrom (1,800) 1,800 - 45,000 {45,000) -
Accounts payable 237,781 26,373 264,154 (46,376) - (46,376)
Accrued expenses . 145,408 - 145,408 20,623 - 20,623
Deferred revenue : - - - (11441) - (11,441}
Net cash provided by (used in) operating activities $ 1,971,782 $ 60,369 $ 2,032,151 $ 389,831 $ (45,304) $ 344,527
. SUPPLEMENTAL CASH FLOW INFORMATION:
Donated furniture and equipment $ - 5 - $ - $ 15986 $ - % 15,986

The accompanying notes are an integral part of these combined statements.
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCH D
AMSA CHARTER SCHOOL FOUNDATION, INC. OOL AN

NOTES TO COMBINED GENERAL PURPOSE FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

ORGANIZATION, OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES
ORGANIZATION AND OPERATIONS

On February 24, 2004, Advanced Math and Science Academy Charter School (the School) was
granted a charter by the Commonwealth of Massachusetts under Chapter 71, Section 89 of the
General Laws of Massachusetts. The School’s charter is subject to renewal every five years.

The current charter expired on June 30, 2010. During fi )
ronowed through Tune 30, 2015, g fiscal year 2010, the School’s charter was

The School’s primary purpose is to offer an academically rigorous education, emphasizin
mathematics and science to students, The School is locaiedgin Marlborough,’Mas%ac?mse%ts. The
School will operate as a middle and high school with grades 6 through 12. During the fiscal year
2010, the School had 796 students in grades 6 through 11 and during 2009 had 624 students in
grades 6 through 10. The School will continue to add a grade each year until it reaches its goal of
grades 6 through 12. As a state chartered organization, the School is not subject to Federal or

state income taxes. Donors may deduct contributions made to the School within Internal
Revenue Code (IRC) reguiations.

AMSA Charter School Foundation, Inc. (the Foundation) was formed in March, 2004, to develop
programs and enhance the educational opportunities for the children in Massachusetts, by
supporting the School. The Foundation solicits, receives, and administers funds for the operation
and maintenance of the School. The Foundation is exempt from Federal income taxes as an
organization (not a private foundation) formed for charitable purposes under Section 501(c)(3) of

the IRC. Donors may deduct contributions made to the Foundation within the requirements of the
IRC. The Foundation is also exempt from state income taxes.

The School and the Foundation each appoint their respective Boards of Trustees. The

Foundation’s activities consist of raising funds on behalf of the School. Due to this factor, the

general purpose financial statements of the School and the Foundation are presented on a
combined basis (see page 10).

SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - GASB Standards

The accompanying combined general purpose financial statements were prepared on the accrual
basis. Because the School is a quasi-public corporation, its accounting policies and financial
statement presentation are governed by standards issued by the Governmental Accounting
Standards Board (GASB). The S.g:hool has adopted GASB Statement No. 34, Basic Financial
Statements and Management’s Discussion and Analysis for State and Local Governments

GASB Statement No, 34 outlines financial reporting requirements for state and local '
governments. The School is considered a special purpose government organization that conducts
only business-type activities within the meaning of GASB Statement No. 34.
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

NOTES TO COMBINED GENERAL PURPOSE FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009
(Continued)

ORGANIZATION. OPERATIONS AND SIGNIFICANT ACCOU-NTING POLICIES
{Continued) ‘

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation - GASB Standards (Continued)

Consistent with the provisions of GASB Statement Nos. 14 and 39, the Foundation is preseated in
the cormbined general purpose financial statements as a component unit of the School. The
uncombined financial statements of the Foundation are accounted for in accordance with the
provisions of FASB Statements Nos. 116 and 117. The “Memorandum Only Total” is presented in
accordance with GASB Statement No. 14. This represents the combined totals of the School and
the Foundation without the elimination of inter-agency balances and transactions.

Basis of Accounting

The accrual method of accounting is used for all governmental entities that operate as business type
entities. Accordingly, revenue is recognized when earned and capital assets and expenditures are
recorded when received and incurred, respectively. Grants and contributions are recognized when
all eligible requirements are met.

Pursuant to GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds
and Other Governmental Entities That Use Proprietary Fund Accounting, the School has elected to
apply the provisions of all relevant pronouncements of Financial Accounting Standards Board
(FASB) that do not conflict with or contradict GASB pronouncements.

Classification of Net Assets

Operating Net Assets - represent the portion of expendable funds that are used to support the
operations, including funds for which donor-imposed restrictions have been met in accordance
with funding agreements. :

Invested in Capital Net Assets - represent the net book value of fixed assets, net of related
debt.

Restricted Program Net Assets - include all funds received or committed to fund specific
programs which have not yet been expended.

Revenue Recognition

Per-pupil tuition, program service fees and grant revenue are recorded as services are provided
and costs are incurred. The Commonwealth of Massachusetts, Executive Office of
Administration and Finance, calculates per-pupil tuition reimbursement which is paid to the
School by the Massachusetts Department of Elementary and Secondary Education (DESE).

Unrestricted grants and contributions are recorded when they are received or unconditionally
committed. Gifts of cash and other assets are recorded as restricted program funds if they are
received or unconditionally committed with donor stipulations that limit the use of the donated
assets. When a stipulated time restriction ends or purpose restriction is accomplished, donor
restricted net assets are reported in the combined statements of revenues, expenses and changes in
net assets as a transfer between funds.
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

NOTES TO COMBINED GENERAL PURPOSE FINANCIAL STATEMENTS
JUNE 30,2010 AND 2009
(Continued)

ORGANIZATION, OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES
(Continued)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition (Continued)

Donor restricted amounts received and expended in the same period are recorded as unrestricted
activity. Donor restricted resources are utilized to the extent permissible before unrestricted
resources are used. '

All other revenue is recorded when earned.
Fixed Assets and Depreciation
Fixed assets are recorded at cost, if purchased, or fair market value at the time of donation (see

Note 2). Depreciation is computed using the straight line method over the following estimated
useful lives:

Furniture and equipment 3 -5 years
Computers and software 3 -5 years
Leasehold improvements Life of the lease

The School purchases classroom supplies which include textbooks, literature and other materials
to carry on educational activities. These purchases are expensed in the year of acquisition.

Marketing and Advertising Costs
Costs related to marketing and advertising are expensed in the period incurred.

Cash

-As required by GASB Statement No. 40, Deposits and Investment Risk Disclosures, the following

represents a summary of deposits at June 30, 2010 and 2009:

2010 | 2009
School Foundation School  Foundation
Fully insured (see Note 7) $ 272,201 $92,627 $250,000 $32,258
Uninsured : 2,137,010 - 689,251 -

$2400211  $92.627  $930.251 = $32.258
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

NOTES TO COMBINED GENERAL PURPOSE FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009
P (Continued)

Q) ORGANIZATION, OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES
(Continued) ,

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Donated Equipment, In-Kind Services, and In-Kind Transportation

P During 2009, the School received $15,986, of donated furniture and equipment. The value of this
Lo ‘ furniture and equipment was estimated by the donor and is recorded as donated furniture and

D equipment in the accompanying combined statements of revenues, expenses and changes in net
assets. No donated equipment was received during 2010. The School and the Foundation also
received donated services from a variety of volunteers. No amounts have been recorded in the
accompanying combined general purpose financial statements, since the services do not meet the
criteria for recording in accordance with accounting principles generally accepted in the United
States of America.

The School also receives donated transportation from the City of Marlborough for certain
students, as required by DESE. The value of these services, as estimated by DESE, is $158,400
and $47,584, respectively, for the years ended June 30, 2010 and 2009, and is included as in-kind

transportation revenue and expense in the accompanying combined general purpose financial
statements.

Estimates

5

; The preparation of combined general purpose financial statements in accordance with accounting
- principles generally accepted in the United States of America requires management to make

. estimates and assumptions that may affect the reported amounts of assets and liabilities and the

| disclosure of contingent assets and liabilities as of the date of the combined general purpose

: financial statements and the reported amounts of revenues and expenses during the reporting
periods. Actual results could differ from these estimates.

(2)  FIXED ASSETS

Changes in fixed assets are as follows:

Balance Balance Balance
SCHOOL June 30, 2009 June 30, 2010 June 30,
2008 Additions 2009 Additions 2010
Cost:
Furniture and equipment $227,795 - $217,069 $ 444,864 $207,517 $ 652,381
Computers and software 207,076 - 179,861 386,937 225,521 612,458
Leasehold improvements 123,060 86,968 210,028 67,246 277,274

Total property and equipment 557,931 483,898 1,041,829 500284 1,542,113

Less — accumulated depreciation:

Furniture and equipment 80,400 81,288 161,688 132,966 294,654
‘Computers and software 103,639 76,798 180,437 121,395 301,832
Leasehold improvements 23,906 16,360 40,266 18,563 58,829
Total accumulated depreciation 207,945 174.446 382,391 272,924 655,315
Fixed assets, net $349.986 $309.452 $ 659438 $227.360 $ 886.798
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
: AMSA CHARTER SCHOOL FOUNDATION, INC.

NOTES TO COMBINED GENERAL PURPOSE FINANCIAL STATEMENTS

JUNE 30, 2010 AND 2009
{Continued)
2) FIXED ASSETS (Continued)
Balance Balance Balance
FOUNDATION June 30, 2009 June 30, 2010 June 30,
_ 2008  Additions _2009  Additions _ 2010
Cost - ‘
Computers and software $1,627 $ - $1,627 $ - $1,627
Less — accumulated
depreciation:
Computer and software 1,356 271 1,627 - 1,627
Fixed assets, net $§ 271 $ 271 $ - $ - $ -

(3)  FUNDING

The School receives significant funding from the DESE for its tuition revenue and grants —
government. This funding is subject to audit by the appropriate governmental agency. In the
opinion of management, the results of such audits, if any, will not have a material effect on the
financial position of the School as of June 30, 2010 and 2009, or on the changes in net assets for
the years then ended. The School received approximately 95% and 96% of its operating revenue
from the Commonwealth of Massachusetts for the years ended June 30, 2010 and 2009,
respectively.

4) LEASES

In December, 2004, the School entered into a twenty-five year lease agreement, beginning in
August, 2005, with monthly rent escalating in accordance with the agreement. The lease may be
cancelled by the School, without penalty, in the event that the School’s charter is revoked or
funding is substantially reduced. The School is also responsible for cettain operating costs and
real estate taxes. During 2008, this lease was amended to include additional space on the
landlord’s premises. Under the lease, the School has the option to extend this lease for eight
additional three-year periods and one last option for one year. The School also has the first right
of refusal for additional space on the landlord’s premises. If the School exercises this option, the
School will be granted the right to purchase the entire property at a mutually agreed upon price.
During 2009, the school exercised an option to rent additional space on the landlord’s premises,
however the option to purchase the building has not been exercised. Total rent expense paid
under this agreement for fiscal years 2010 and 2009 was $844,285 and $681,394, respectively.

During fiscal years 2010 and 2009, the School rented gym space as a tenant-at-will. 'The School
is billed on an hourly basis based on the amount of time the gym is used each day.

The School also leases office equipment under various operating leases expiring at dates through
August, 2014. These leases require the School to make aggregate monthly payments totaling
$1,583. The total lease expense for this equipment was $21,278 and $19,001 for the years ended
June 30, 2010 and 2009, respectively.
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

NOTES TO COMBINED GENERAL PURPOSE FINANCIAL STATEMENTS
_ JUNE 30, 2010 AND 2009
(Continued)
LEASES (Continued)

Future minimum payments under these lease agreements are as follows:

Estimated Base Real
Estate Taxes and
- Facility Operating Costs Equipment
2011 $ 858,000 $ 323,318 $12,064
2012 $ 858,000 $ 323,318 $ 7,929
2013 $ 875,875 $ 323,318 $ 7,156
2014-2018 $4,444,375 $2,609,233 $ 7,704
2019-2023 $4,751,500 $2,789,542 $ -
2024-2028 $5.063,500 $2,972,713 $ -
2029-2031 $3,285,750 $1,929,020 $ -
RETIREMENT PLAN

The School’s teaching staff and certain administrators participate individually in the
Massachusetts Teacher Retirement System (MTRS). The School is not legally required to
contribute to MTRS. During the years ended June 30, 2010 and 2009, the School contributed
$10,296 and $2,880, respectively, to MTRS in accordance with requirements of certain grants.
All full-time teaching staff and administrators are covered by and must participate in MTRS. The
teachers and the School are exempt from Federal social security taxes for these employees.
Benefits vest fully after 10 years of full-time employment. An employee may receive retirement
benefits after 20 years of service or 10 years of service having attained the age of 55. Covered
employees are required by state statute to contribute 8% to 11% of their salaries, depending on
their date of hire. The Commonwealth is required to make actuarially determined contributions
to maintain the financial integrity of the retirement system.

ACCOUNTS PAYABLE

Accounts payable and accrued expenses are comprised of the following as of June 30, 2010
and 2009:

2010 2009

Payables to vendors 44% 26%
Accrued salaries and benefits 56% 74%
100%  100%
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ADVANCED MATH AND SCIENCE ACADEMY CHARTER SCHOOL AND
AMSA CHARTER SCHOOL FOUNDATION, INC.

NOTES TO COMBINED GENERAL PURPOSE FINANCIAL STATEMENTS

JUNE 30, 2010 AND 2009
(Continued)

CONCENTRATION OF CREDIT RISK

The School and Foundation maintain their cash balances in a credit union and a bank in
Massachusetts. The National Credit Union Share Insurance Fund (NCUSIF) insures balances at
each credit union up to $250,000. The Federal Deposit Insurance Corporation (FDIC) insures
bank balances up to $250,000. At certain times during the year, cash balances exceed the insured
amounts, The School and Foundation have not experienced any losses in such accounts, The

School and Foundation believe they are not exposed to any significant credit risk on their cash
balances.

GRANTS AND ACCOUNTS RECEIVABLE

Grants and accounts receivable are due from the Commonwealth of Massachusetts at June 30,
2010 and 2009, and are expected to be collected within one year.

LINE OF CREDIT

The School maintains a line of credit agreement with a credit union. Under the agreement, the
School may borrow up to the lesser of 75% of the quarterly state receivable or $1,000,000.
Principal is due on demand. Interest is at the Wall Street Journal prime rate (3.25% at June 30,
2010 and 2009) minus 1/2% with an interest rate floor of 5.00%. This note is secured by all
business assets and is guaranteed by the Foundation. Under the terms of the agreement, the
School must meet certain financial and operating covenants, including paying down the balance
to zero for a thirty-day period two times a year. The School was in compliance with these
covenants as of June 30, 2010 and 2009. There were no amounts outstanding under this
agreement at June 30, 2010 or 20009.

NOTE PAYABLE

The School had a three-year loan agreement with a vendor in the amount of $14,707 that required
monthly principal and interest (17%) payments of $525. This loan was paid off during fiscal year
2010.

RELATED PARTY TRANSACTION

One board member’s spouse provided consulting services to the School and was paid $2,288 and
$3,150 during fiscal years 2010 and 2009, respectively.

CONTINGENCY

From time to time, the School is involved in various disputes in the course of the School's
ordinary business. Management and the Board of Trustees take the appropriate legal steps in
defense of these disputes as they arise. It is management's opinion that any potential settlement
would not be material to the accompanying combined general purpose financial statements.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
COMBIND GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN

. ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To thé Boards of Trustees of
Advanced Math and Science Academy Charter School and
AMSA Charter School Foundation, Inc.:

We have audited the combined general purposé financial statements of Advanced Math and Science
Academy Charter School and AMSA Charter School Foundation, (collectively, the School) as of and for
the year ended June 30, 2010, and have issued our report thereon dated October 18, 2010. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the School's internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
combined general purpose financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the School’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the School’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstaternents on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement

of the School’s combined general purpose financial statements will not be prevented, or detected and
corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
 financial reporting that might be deficiencies, significant deficiencies or material weaknesses, We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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To the Boards of Trustees of

Advanced Math and Science Academy Charter School and
AMSA Charter School Foundation, Inc.

Page It -

Compliance and Other Matters

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

This report is intended solely for the information and use of the Boards of Trustees, management, others
within the School, and Federal awarding agencies and pass-through entities and is not intended to be and
'should not be used by anyone other than these specified parties.

&Q(})xc«mzﬂza, d)wwwui (:W“g %CO‘ *

Westborough, Massachusetts
QOctober 18, 2010
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