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INDEPENDENT AUDITORS’ REPORT

The Board of Trustees

Bronx Lighthouse Charter School, Inc.
and Affiliate

Bronx, New York

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Bronx Lighthouse Charter School,
Inc. and Affiliate (collectively, the “School”’) which comprise the consolidated statements of financial
position as of June 30, 2018, and the related consolidated statements of activities, functional expenses and
cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the consolidated 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, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

100 Park Avenue, Suite 1600 Website: DesireCPAs.Com
New York, NY 10017 Email: Zache@DesireCPAs.Com
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of the School as of June 30, 2018, and the changes in their net assets and their cash
flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 29,
2018, on our consideration of the School's internal control over financial reporting and on our tests of their
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the School's internal control over financial reporting and
compliance.

Other Matters

The financial statements of Bronx Lighthouse Charter Schools, Inc. and affiliate as of and for the year
ended June 30, 2017, were audited by another firm, whose report dated October 31, 2017, expressed an
unmodified opinion on those financial statements.

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as
a whole. The supplementary information on pages 16-19 is presented for purposes of additional analysis
and is not a required part of the consolidated financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the consolidated financial statements. The information has been subjected to the auditing
procedures applied in the audit of the consolidated financial statements, and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the consolidated financial statements or to the consolidated financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the information is fairly stated in all material respects in relation
to the consolidated financial statements as a whole.

>/@M~¢ %%M s

New York, New York
October 29, 2018

Desire & Company CPAs
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BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF JUNE 30, 2018 AND 2017

ASSETS
Cash (including restricted cash of $3,537,076
and $2,920,213, respectively)(Notes 3 and 11)
Receivables (Note 4)
Prepaid expenses
Security deposits
Land
Fixed assets - net (Notes 2E and 5)

TOTAL ASSETS

LIABILITIES
Accounts payable and accrued expenses
Accrued payroll and payroll taxes
Accrued compensated absences
Due to funder
Loans payable (Note 7)

TOTAL LIABILITIES
COMMITMENTS AND CONTINGENCIES
NET ASSETS (Note 2C)

Unrestricted-Board Designated for Facility
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

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

2018 2017
$ 7,232,027 $ 7,116,585
658,184 143,962
110,174 49,746
10,075 28,850
2,231,880 2,231,880
11,349,729 11,596,377
$ 21,592,069 $ 21,167,400
$ 459,988 $ 174,441
744,038 698,850
121,452 88,451
5,232 129,526
13,340,000 13,340,000
14,670,710 14,431,268
937,940 937,940
5,983,419 5,798,192
6,921,359 6,736,132
$ 21,592,069 $ 21,167,400




BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE

CONSOLIDATED STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

REVENUE AND SUPPORT:
Student enrollment fees (Note 2F)
Federal grants
Public support
Interest
Other
In-kind contributions (Note 10)

Total revenue and support
EXPENSES:
Program services:
Educational services
BLCS property holding company
Total program expenses
Supporting services:
Management and general
Total supporting services
Total expenses
CHANGE IN NET ASSETS
NET ASSETS - Beginning of Year

NET ASSETS - End of Year

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

2018 2017
10,608,302 $ 10,052,829
578,969 424,898
211,294 27,095
12,100 10,888
49,446 72,557
637,745 642,101
12,097,856 11,230,368
9,602,758 8,778,508
986,429 996,238
10,589,187 9,774,746
1,323,442 1,291,435
1,323,442 1,291,435
11,912,629 11,066,181
185,227 164,187
6,736,132 6,571,945
6,921,359 $ 6,736,132




BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2018

SUPPORTING
PROGRAM SERVICES SERVICES
EDUCATIONAL BLCﬁ g&g:gRTY TOTAL PROGRAM MANAGEMENT TOTALS
SERVICES COMPANY SERVICES AND GENERAL

Salaries $ 5,366,565 $ - $ 5,366,565 $ 580,201 $ 5,946,766
Payroll taxes and fringe benefits 1,015,913 - 1,015,913 109,835 1,125,748

Total Salaries and Related Costs 6,382,478 - 6,382,478 690,036 7,072,514
Professional fees and consultants 58,114 12,609 70,723 95,788 166,511
Management fees (Notes 8 and 12) 298,921 - 298,921 199,281 498,202
Contracted services - other 161,642 - 161,642 99,283 260,925
Supplies and equipment purchases (Note 2E) 446,145 - 446,145 66,129 512,274
Insurance 161,322 - 161,322 28,469 189,791
Library 21,301 - 21,301 - 21,301
Repairs and maintenance 291,327 - 291,327 51,411 342,738
Printing 56,869 - 56,869 - 56,869
Staff development and recruitment 396,834 - 396,834 - 396,834
Telecommunications 79,081 - 79,081 13,956 93,037
Field trips and other activities 257,575 - 257,575 - 257,575
Utilities 185,299 - 185,299 20,589 205,888
In-kind contribution - facility (Note 10) 526,500 - 526,500 58,500 585,000
In-kind contribution - textbooks (Note 10) 52,745 - 52,745 - 52,745
Other 142,950 1,082 144,032 - 144,032
Interest - 639,340 639,340 - 639,340
Depreciation and amortization (Note 2E) 83,655 333,398 417,053 - 417,053

Total Other Expenses 3,220,280 986,429 4,206,709 633,406 4,840,115

Total Operating Expenses $ 9,602,758 $ 986,429 $ 10,589,187 $ 1,323,442 $ 11,912,629

The accompanying notes are an integral part of these financial statements. -5-



Salaries
Payroll taxes and fringe benefits
Total Salaries and Related Costs

Professional fees and consultants
Management fees (Notes 8 and 12)
Contracted services - other

Supplies and equipment purchases (Note 2E)
Advertising

Food

Insurance

Library

Repairs and maintenance

Printing

Staff development and recruitment
Telecommunications

Field trips and other activities

Utilities

In-kind contribution - facility (Note 10)
In-kind contribution - textbooks (Note 10)
Other

Interest

Depreciation and amortization (Note 2E)

Total Other Expenses

Total Operating Expenses

BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2017

SUPPORTING
PROGRAM SERVICES SERVICES
EDUCATIONAL BLCﬁ g&g:gRTY TOTAL PROGRAM MANAGEMENT TOTALS
SERVICES COMPANY SERVICES AND GENERAL

$ 5,065,962 $ - $ 5,065,962 $ 578,230 $ 5,644,192
960,459 - 960,459 112,680 1,073,139
6,026,421 - 6,026,421 690,909 6,717,331
67,607 21,377 88,984 82,631 171,615
288,695 - 288,695 192,463 481,158
112,218 - 112,218 74,811 187,029
303,882 - 303,882 53,627 357,509
699 - 699 - 699
20,163 - 20,163 - 20,163
142,621 2,054 144,675 25,531 170,206
31,914 - 31,914 - 31,914
254,771 - 254,771 44,960 299,731
57,823 - 57,823 - 57,823
143,603 - 143,603 - 143,603
44,078 - 44,078 7,778 51,856
176,664 - 176,664 - 176,664
175,522 - 175,522 30,975 206,497
497,250 - 497,250 87,750 585,000
57,101 - 57,101 - 57,101
201,408 69 201,477 - 201,477
6,808 639,340 646,148 - 646,148
169,260 333,398 502,658 - 502,658
2,752,087 996,238 3,748,325 600,526 4,348,851
$ 8,778,508 $ 996,238 $ 9,774,746 $ 1,291,435 $ 11,066,182

The accompanying notes are an integral part of these financial statements. -6-



BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation and amortization
Changes in:
Receivables
Prepaid expenses
Security deposit
Accounts payable and accrued expenses
Accrued payroll and payroll taxes
Accrued compensated absences
Due to Funder

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of fixed assets
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Payrment of capital leases
Net cash used in financing activities
NET INCREASE IN CASH
CASH, Beginning of Year
CASH, End of Year

SUPPLEMENTAL DATA:
Interest paid

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

2018

185,227

417,053

(514,221)

(60,428)
18,775
285,548
45,188
33,001

(124,294)

285,849

(170,407)

(170,407)

115,442

7,116,585

7,232,027

639,340

2017

164,186

502,658

313,585
87,806
16,836

(55,920)

349,851

(22,370)
129,526

1,486,158

(109,125)

(109,125)

(44,129)

(44,129)

1,332,904

5,783,681

7,116,585

646,148




BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 1 — ORGANIZATION AND PURPOSE

Bronx Lighthouse Charter School, Inc., a New York not-for-profit education corporation, together with its
wholly owned subsidiary, BLCS Property Holding Company, Inc. ("BPHC" or “Affiliate”) (collectively, the
“School”), offers education services in classes from kindergarten through grade twelve in the Bronx, New
York. The School is a public charter school incorporated on May 18, 2004, pursuant to the New York
Charter School Act of 1998. In March 2014, the School was granted a second charter renewal through
June 30, 2019 by the Chancellor of the City of New York on behalf of the New York State Education
Department. The School’'s major source of revenue is provided by the New York City Department of
Education (NYC DOE).

The School qualifies as tax-exempt organization under Section 501(c) (3) of the Internal Revenue Code,
and accordingly, is not subject to federal and state income taxes.

The School is the sole owner of BPHC, a Delaware not-for-profit corporation, which was incorporated on
March 16, 2011, for the purpose of holding real estate to be used by the School’s college preparatory
academy.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A) Basis of Accounting - The accompanying consolidated financial statements have been prepared on
the accrual basis of accounting in accordance with accounting principles generally accepted in the United
States of America.

B) Principles of Consolidation - The consolidated financial statements reflect the accounts and
operations of the School and its wholly owned subsidiary. All intercompany balances and transactions have
been eliminated in the consolidated financial statements.

C) Financial Statement Presentation - The School reports its financial position and operating activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets. The classification of net assets and related support, revenue and
expenses is based on the presence or absence of donor-imposed restrictions.

These classifications are defined as follows:

Permanently Restricted - net assets, generally of an endowment nature, resulting from
contributions and other inflows of assets whose use by the recipient is limited by donor-imposed
stipulation that neither expire by passage of time nor can be fulfilled or otherwise removed by
actions of the recipient. The School has no permanently restricted net assets.

Temporarily Restricted - net assets resulting from contributions and other inflows of assets whose
use by the recipient is limited by donor-imposed stipulations that either expire by passage of time
or can be fulfilled and removed by actions taken pursuant to those stipulations. When stipulations
terminate or are fulfilled, the amounts involved are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions. The School has no
temporarily restricted net assets.

Unrestricted - unexpended net assets that are neither permanently nor temporarily restricted by
donor-imposed stipulations.
-8-



BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D) Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of 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.

E) Fixed Assets - Fixed assets such as furniture and equipment are carried at cost less accumulated
depreciation, which is provided on the straight-line method over the estimated useful lives of the respective
assets (3 — 7 years). Building and building improvements are depreciated over 39 years. Leasehold
improvements are capitalized at cost and amortized over the lesser of the term of the lease or the estimated
useful life of the improvement. It is the School’s policy to capitalize property, plant and equipment and
leasehold improvements in excess of $1,000 on a per unit basis. Expenditures for repairs and maintenance
are expensed as incurred.

F) Revenue - The School is reimbursed by the NYC DOE based on the approved per pupil operating
expenses of the public school district in which the pupil resides. The amount received each year from the
resident district is the product of the approved per pupil operating expenses and the full time equivalent
student enroliment of the School. The School is also the recipient of awards from other governmental
entities. The awards are subject to compliance requirements and financial audits by the funding source.
The accompanying consolidated financial statements make no provision for possible disallowances.

Student enroliment fees received for future years are deferred to the applicable year and are shown as
deferred revenue on the statements of financial position.

In-kind contributions are reflected as contributions at their fair value at the date of the donation and are
reported as unrestricted support unless explicit donor stipulations specify how donated assets must be
used.

G) Tax Status - The School believes it has no uncertain tax positions as of June 30, 2018 and 2017 in
accordance with Accounting Standards Codification (“ASC”) Topic 740, “Income Taxes,” which provides
standards for establishing and classifying any tax provisions for uncertain tax positions.

H) Functional Allocation of Expenses - The direct costs of providing educational programs and other
activities have been summarized on a functional basis in the statement of activities. In addition, certain
indirect costs have been allocated among the programs.

1) Reclassifications - Certain line items in the June 30, 2017 financial statements have been reclassified to
conform to the June 30, 2018 presentation.



BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 3 — RESTRICTED CASH

Restricted cash consists of the following:

2018 2017

A) Facility reserve $ 566,837 $ 490,853
B) Sinking fund 2,744,602 2,243,140
C) NYC DOE contingency 70,354 70,302
D) Lease reserve 155,283 115,918
Totals $ 3,537,076 $ 2,920,213

A) The School has created a facility reserve for future major repairs and replacement to the building.
As of June 30, 2018 and 2017, the balance in the facility replacement reserve was $566,837 and
$490,853, respectively.

B) The School set up a new cash account as required by the facility financing covenants (the “sinking
fund”) that will be used to pay off future debt. As of June 30, 2018 and 2017, the sinking fund was
$2,744,602 and $ 2,243,140, respectively.

C) At the request of the New York City Department of Education (NYC DOE), the School established
a dissolution escrow as a contingency fund for dissolution expenses. As of June 30, 2018 and
2017, the balance in the dissolution reserve was $70,354 and $70,302, respectively.

D) The School is required to deposit $1,089 per month into a contingency fund to serve as a reserve

for its lease payments. As of June 30, 2018 and 2017, the balance in the lease reserve was
$155,283 and $115,918, respectively.

NOTE 4 —- RECEIVABLES

Receivables consist of the following:

2018 2017

NYC Department of Education $ 11,227 $ 13,127
Federal — Title | & Il Grants 401,729 118,833
State Supplemental Grant 229,611 -
Other 15,617 12,002
$ 658,184 $ 143,962

-10 -



BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 5 — FIXED ASSETS

Fixed assets consist of the following:

2018 2017
Furniture and equipment $ 1,270,048 $ 1,099,643
Capital lease — equipment 550,824 550,824
Building and building improvements 13,002,531 13,002,531
14,823,403 14,652,998
Less: accumulated depreciation/amortization (3,473,674) (3,056,621)
Net book value $ 11,349,729 $11,596,377

NOTE 6 — CAPITAL LEASES PAYABLE

During 2012, the School acquired various equipment totaling $550,824 under multiple capital lease
agreements. Accumulated depreciation in the consolidated statements of financial position includes
$550,824 and $540,805 related to the equipment as of June 30, 2018 and 2017, respectively. Amortization
of the asset included in depreciation and amortization expenses amounted to $10,019 and $61,717 for the
years ended June 30, 2018 and 2017, respectively. The leases call for forty-eight to sixty monthly payments
with an interest rate varying from 7.5% to 8.4%. As of June 30, 2018, and 2017, there were no outstanding
balances. Interest expense for the years ended June 30, 2018 and 2017 was $0 and $6,808, respectively.

NOTE 7 — LOANS PAYABLE

In June 2011, BPHC entered into certain loan arrangements with a lender of funds, which were derived
from the Federal New Markets Tax Credit (NMTC) program. In connection with this transaction, the School
made a contribution of $1,604,585 to BPHC, and BPHC entered into three loan arrangements with LIIF
SUB-CDE VI, LLC (the NMTC lender) for the aggregate amount of $13,340,000. The proceeds of the loans
were used for the development of a charter school facility that serves students from grades 9 through 12.
The loans are secured by all of the assets of the School.

The loans are also subject to certain financial covenants. The loans are summarized as follows:

2018 2017

(A) LIIF CDE Loan 1 $ 7,299,880 $ 7,299,880
(B) LIIF CDE Loan 2 3,128,520 3,128,520
(©) LIIF CDE Loan 3 2,911,600 2,911,600
Totals $ 13,340,000 $ 13,340,000

-11 -



BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 7 — LOANS PAYABLE (continued)

A) The loan is for a principal amount of $7,299,880 at an interest rate of 4.72%. The loan calls for
interest only payments starting on August 1, 2011 through its maturity date. The note matures on
October 12, 2018. At the maturity date, a balloon payment is due for the principal amount of
$7,299,880. The minimum annual commitments as of June 30, 2018 is $7,299,880. Subsequent to
yearend, the loan was repaid (see Note 12).

B) The loan is for a principal amount of $3,128,520 at an interest rate of 4.72%. The loan calls for
interest only payments starting on August 1, 2011 through its maturity date. The note matures on
October 12, 2018. At the maturity date, a balloon payment is due for the principal amount of
$3,128,520. The minimum annual commitments as of June 30, 2018 is $3,128,520. Subsequent
to yearend, the loan was paid (see Note 12).

C) The loan is for a principal amount of $2,911,600 at an interest rate of 4.72%. The loan calls for
interest only payments starting on August 1, 2011 through July 1, 2018. After July 1, 2018, principal
and interest payments are due on a monthly basis through July 16, 2041. The future principal
payments due after October 12, 2018 are $2,911,600. Subsequent to yearend, the loan was settled
as part of the purchase of the building (see Note 12).

NOTE 8 —- MANAGEMENT FEES

The School contracted the management of certain academic and business operations to Lighthouse
Academies, Inc. (see Note 12A). The contract stated that Lighthouse Academies is entitled to compensation
for its services in the amount of 4.5% of revenues. The management fee for the years ended June 30,
2018 and 2017 was $498,202 and $481,158, respectively.

NOTE 9 — RETIREMENT PLAN

The School has a 401(k) Plan for employees who are at least 21 years old and have completed one month
of service. Effective July 1, 2010, the School amended its plan to require safe harbor employer matching
contributions dollar for dollar of employee contributions not to exceed 4% of compensation. Safe harbor
contributions are immediately vested with the participants. At June 30, 2018 and 2017, the School had a
safe harbor matching employer contribution of $91,724 and $99,670, respectively. For the years ended
June 30, 2018 and 2017, the School did not make a discretionary contribution. Employer profit sharing
contributions made to the plan are fully vested in three years.

NOTE 10 — IN-KIND CONTRIBUTIONS

The NYC DOE donates space to the School for the purpose set forth in the School's Charter. The
agreement commenced on July 1, 2005 and terminates in one year or upon the expiration/termination of
the School’s charter or upon expiration/termination of the lease in the event that the School is located in a
leased premise, whichever is earlier. The agreement may be extended by a written agreement signed by
the parties. The agreement was renewed for 2018. The annual fee for the use of the dedicated space is
$1. The fair market value for the use of the space for the years ended June 30, 2018 and 2017 was
$585,000 for each year.

The School also received donated textbooks and other technology related donations throughout the year.
The fair market value for these donations was $52,745 in 2018 and $57,101 in 2017.

-12 -



BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 11 — CONCENTRATION OF CREDIT RISK

Financial instruments that potentially subjects the School to a concentration of credit risk includes cash
accounts with banks that exceed the Federal Deposit Insurance Corporation (“FDIC”) insurance limits.
Interest and noninterest-bearing accounts are insured up to $250,000 per depositor.

During the fiscal year ended June 30, 2018 and 2017, the School did from time to time exceeded the FDIC
insurance limits. Management believes that these financial institutions have strong credit ratings and that
credit risk to these accounts is minimal.

Concentration of risk also exists between the School and the New York City Department of Education. For

the years ended June 30, 2018 and 2017, the School received 88% and 89%, respectively of its funding
from the New York City Department of Education in the form of student enroliment fees.

NOTE 12 — SUBSEQUENT EVENTS

Management has evaluated, for potential recognition and disclosure, events and transactions that occurred
subsequent to the date of the consolidated statement of financial position through October 29, 2018, the
date the financial statements were available to be issued.

The following subsequent events have occurred:

e Subsequent to year end, the School paid two of its loans relating to the NMTC. Loan 1 in the
amount of $7,299,880 plus interest was fully paid (see Note 7A) and Loan 2 in the amount of
$3,128,520 plus interest was also paid (see Note 7B).

e The school created 1005 Intervale Avenue LLC (“1005 Interval”), of which the school is the sole
member. 1005 Intervale was created to facilitate the issuance of bonds for the financing of the
purchase of a building which the School will use for educational purposes. On October 12, 2018,
1005 Intervale purchased the school building at 1005 Intervale Avenue from BLCS Property
Holding Company, Inc. This purchase was accomplished through the issuance of bonds totaling
$8,825,000 maturing in 2048. As a part of this transaction, the principal balance of LIIF CDE Loan
3 of $2,911,600 was settled (see Note 7C).

-13-
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INDEPENDENT AUDITORS’ 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

The Board of Trustees
Bronx Lighthouse Charter School, Inc. and Affiliate
Bronx, New York

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the consolidated financial statements of Bronx
Lighthouse Charter School, Inc. and Affiliate (collectively, the “School”), which comprise the consolidated
statements of financial position as of June 30, 2018, and the related consolidated statements of activities,
functional expenses, and cash flows for the year then ended, and the related notes to the consolidated
financial statements, and have issued our report thereon dated October 29, 2018.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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Compliance and Other Matters

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

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal
control or on compliance. This report is an integral part of an audit performed in accordance with

Government Auditing Standards in considering the entity's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

>/&/w@ %%wm O s

New York, New York
October 29, 2018
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Desire & Company CPAs

Certified Public Accountants & Consultants
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JUNE 30, 2018

BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
CONSOLIDATING STATEMENT OF FINANCIAL POSITION

BRONX BLCS
LIGHTHOUSE PROPERTY PRE-
CHARTER HOLDING CONSOLIDATED CONSOLIDATING CONSOLIDATED
SCHOOL COMPANY, INC. TOTAL ELIMINATIONS TOTAL
ASSETS
Cash (including restricted cash) (Notes 3 and 11) $ 7,105,950 $ 126,077 $ 7,232,027 $ - $ 7,232,027
Receivables (Note 4) 658,184 - 658,184 - 658,184
Prepaid expenses 114,577 900 115,477 (5,303) 110,174
Security deposits 10,075 - 10,075 - 10,075
Land - 2,231,880 2,231,880 - 2,231,880
Fixed assets - net (Notes 2E and 5) 262,180 11,087,549 11,349,729 - 11,349,729
TOTAL ASSETS $ 8,150,966 $ 13,446,406 $ 21,597,372 $ (5,303) $ 21,592,069
LIABILITIES
Accounts payable and accrued expenses $ 459,988 $ 5,303 $ 465,291 $ (5,303) $ 459,988
Accrued payroll and payroll taxes 744,038 - 744,038 - 744,038
Accrued compensated absences 121,452 - 121,452 - 121,452
Due to Funder 5,232 - 5,232 - 5,232
Loans payable (Note 7) - 13,340,000 13,340,000 - 13,340,000
TOTAL LIABILITIES 1,330,710 13,345,303 14,676,013 (5,303) 14,670,710
NET ASSETS (Note 2C)
Unrestricted 6,820,256 101,103 6,921,359 - 6,921,359
TOTAL NET ASSETS 6,820,256 101,103 6,921,359 - 6,921,359
TOTAL LIABILITIES AND NET ASSETS $ 8,150,966 $ 13,446,406 $ 21,597,372 $ (5,303) $ 21,592,069

The accompanying notes are an integral part of these financial statements. -16 -



BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
CONSOLIDATING STATEMENT OF FINANCIAL POSITION
JUNE 30, 2017

ASSETS
Cash (including restricted cash) (Notes 3 and 11)
Receivables (Note 4)
Prepaid expenses
Security deposits
Land
Fixed assets - net (Notes 2E and 5)

TOTAL ASSETS

LIABILITIES
Accounts payable and accrued expenses
Accrued payroll and payroll taxes
Accrued compensated absences
Due to Funder
Loans payable (Note 7)

TOTAL LIABILITIES

NET ASSETS (Note 2C)

Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

BRONX BLCS
LIGHTHOUSE PROPERTY PRE-
CHARTER HOLDING CONSOLIDATED CONSOLIDATING  CONSOLIDATED
SCHOOL COMPANY, INC. TOTAL ELIMINATIONS TOTAL

$  6,995749 $ 120,836 $ 7116585 $ - $ 7,116,585
143,962 - 143,962 - 143,962

54,149 900 55,049 (5,303) 49,746

28,850 - 28,850 - 28,850

- 2,231,880 2,231,880 - 2,231,880

175,430 11,420,947 11,596,377 - 11,596,377

$ 7,398,140 $ 13,774,563 $ 21,172,703  $ (5303) $ 21,167,400
$ 174,441 $ 5,303 $ 179,744  $ (5,303) $ 174,441
698,850 - 698,850 - 698,850

88,451 - 88,451 - 88,451

129,526 - 129,526 - 129,526

- 13,340,000 13,340,000 - 13,340,000

1,091,268 13,345,303 14,436,571 (5,303) 14,431,268
6,306,872 429,260 6,736,132 - 6,736,132
6,306,872 429,260 6,736,132 - 6,736,132

$ 7,398,140 $ 13,774,563 $ 21,172,703  $ (5303) $ 21,167,400

The accompanying notes are an integral part of these financial statements.
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BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
CONSOLIDATING STATEMENT OF ACTIVITES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2018

BRONX BLCS
LIGHTHOUSE PROPERTY PRE-
CHARTER HOLDING CONSOLIDATED CONSOLIDATING CONSOLIDATED
SCHOOL COMPANY, INC. TOTAL ELIMINATIONS TOTAL
REVENUE AND SUPPORT:
Student enroliment fees (Note 2F) $ 10,608,302 $ - $ 10,608,302 $ - $ 10,608,302
Federal grants 578,969 - 578,969 - 578,969
Public support 211,294 - 211,294 - 211,294
Interest 11,944 156 12,100 - 12,100
Other 49,446 - 49,446 49,446
Rental income from BLCS - 658,116 658,116 (658,116) -
In-kind contributions (Note 10) 637,745 - 637,745 - 637,745
Total revenue and support 12,097,700 658,272 12,755,972 (658,116) 12,097,856
EXPENSES:
Program services:

Educational Services 10,260,874 - 10,260,874 (658,116) 9,602,758

BLCS Property Holding Company - 986,429 986,429 - 986,429
Total program expenses 10,260,874 986,429 11,247,303 (658,116) 10,589,187

Supporting services:

Management and general 1,323,442 - 1,323,442 - 1,323,442
Total supporting services 1,323,442 - 1,323,442 - 1,323,442
Total expenses 11,584,316 986,429 12,570,745 (658,116) 11,912,629

CHANGE IN NET ASSETS 513,384 (328,157) 185,227 - 185,227
NET ASSETS - Beginning of Year 6,306,872 429,260 6,736,132 - 6,736,132
NET ASSETS - End of Year $ 6,820,256 $ 101,103 $ 6,921,359 $ - 3 6,921,359

The accompanying notes are an integral part of these financial statements. -18 -



BRONX LIGHTHOUSE CHARTER SCHOOL, INC. AND AFFILIATE
CONSOLIDATING STATEMENT OF ACTIVITES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2017

BRONX BLCS
LIGHTHOUSE PROPERTY PRE-
CHARTER HOLDING CONSOLIDATED CONSOLIDATING CONSOLIDATED
SCHOOL COMPANY, INC. TOTAL ELIMINATIONS TOTAL
REVENUE AND SUPPORT:
Student enroliment fees (Note 2F) $ 10,052,829 $ - $ 10,052,829 $ - $ 10,052,829
Federal grants 424,898 - 424,898 - 424,898
Public support 27,095 - 27,095 - 27,095
Interest 10,866 22 10,888 - 10,888
Other 59,827 12,730 72,557 72,557
Rental income from BLCS - 658,116 658,116 (658,116) -
In-kind contributions (Note 11) 642,101 - 642,101 - 642,101
Total revenue and support 11,217,616 670,868 11,888,484 (658,116) 11,230,368
EXPENSES:
Program services:

Educational Services 9,436,625 - 9,436,625 (658,116) 8,778,509

BLCS Property Holding Company - 996,238 996,238 - 996,238
Total program expenses 9,436,625 996,238 10,432,863 (658,116) 9,774,747

Supporting services:

Management and general 1,291,435 - 1,291,435 - 1,291,435
Total supporting services 1,291,435 - 1,291,435 - 1,291,435
Total expenses 10,728,060 996,238 11,724,298 (658,116) 11,066,182

CHANGE IN NET ASSETS 489,556 (325,370) 164,186 - 164,186
NET ASSETS - Beginning of Year 5,817,316 754,630 6,571,946 - 6,571,946
NET ASSETS - End of Year $ 6,306,872 $ 429,260 $ 6,736,132 $ - $ 6,736,132

The accompanying notes are an integral part of these financial statements. -19 -
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