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Independent Auditors’ Report

Board of Trustees
Brooklyn Prospect Charter School

Report on the Financial Statements

We have audited the accompanying financial statements of Brooklyn Prospect Charter School
(the “School”), which comprise the statement of financial position as of June 30, 2017, and the
related statements of activities, functional expenses, and cash flows for the year then ended,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
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 School'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
School’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.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the School as of June 30, 2017, and the changes in its net assets and
its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Prior Period Financial Statements

The summarized comparative financial statements as of June 30, 2016 and for the year then
ended, were audited by other auditors who ceased operations. Those auditors expressed an
unmodified opinion on those financial statements in their report dated October 25, 2016.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion.on the financial statements as a
whole. The schedule of activities by charter as of and for the year ended June 30, 2017 on page
14 is presented for purposes of additional analysis and is not a required part of the financial
statements. The accompanying schedule of expenditures of federal awards on page 15 as
required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, is presented for
purposes of additional analysis and is not a required part of the 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 financial statements. The
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 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 financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 27, 2017, on our consideration of the School’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is solely 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 the effectiveness of the School’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the School’s internal control
over financial reporting and compliance.

Harrison, New York
October 27, 2017



Brooklyn Prospect Charter School

Statements of Financial Position
June 30, 2017
(with comparative amounts at June 30, 2016)

2017 2016
ASSETS
Current Assets
Cash and cash equivalents $ 122,322 $ 1,692,833
Grants and contract receivables 1,227,714 353,702
Prepaid expenses and other current assets 253,526 95,909
Total Current Assets 1,603,562 2,142 444
Property and equipment, net 4,804,446 4,190,019
Restricted cash 101,124 75,459
Security deposit 1,117,000 417,000
Due from related party 133,795 -
6,156,365 4,682,478

$ 7,759,927 $ 6,824,922

LIABILITIES AND NET ASSETS
Current Liabilities

Accounts payable and accrued expenses $ 370,817 $ 296,896
Refundable advances 125,062 15,612
Total Current Liabilities 495,879 312,508
Deferred rent 2,639,636 2,321,335
Total Liabilities 3,135,515 2,633,843
Net assets, unrestricted 4,624,412 4,191,079

$ 7,759,927 $ 6,824,922

See notes to financial statements



Brooklyn Prospect Charter School

Statement of Activities
Year Ended June 30, 2017

(with summarized totals for the year ended June 30, 2016)

REVENUE AND SUPPORT

State and local per pupil operating revenue

General and special education
Facilities
Federal grants
E-Rate and IDEA
State and city grants
Contributions from related party
Donated services
After school program
Field trips and events
Other income

Total Revenue and Support

EXPENSES
Program Services
Regular education
Special education
Total Program Services
Supporting Services
Management and general
Fundraising

Total Expenses

Change in Net Assets

NET ASSETS, UNRESTRICTED
Beginning of year

End of year

See notes to financial statements

2017 2016
$ 17,860,308 $ 15,188,624
1,105,833 925,805
811,400 363,448
174,655 135,816
820,710 657,549
1,073,399 1,041,069
173,580 115,882
346,957 266,095
62,739 58,841
210,448 129,900
22,640,029 18,883,029
14,515,161 11,497,026
3,700,784 2,911,300
18,215,945 14,408,326
3,553,946 2,794,385
436,805 328,470
22,206,696 17,531,181
433,333 1,351,848
4,191,079 2,839,231
$ 4,624,412 $ 4,191,079




Salaries

Employee benefits and payroll taxes
Office expenses

Accounting and auditing

Legal fees

Donated legal services

Payroll service

Accountability consultant
General and administrative consultant
Other professional fees
Professional development
Student and staff meals
Student and staff special events
Marketing and recruiting

Parent teacher organization
Curriculum and classroom
Current Liabilities

Facility expense

Technology

Depreciation and amortization
Miscellaneous

Total Expenses

See notes to financial statements

Brooklyn Prospect Charter School

Statement of Functional Expenses

Year Ended June 30, 2017

(with summaraized totals for the year ended June 30, 2016)

2017 2016
Program Services Supporting Services
Regular Special Management
Education Education Total and General Fundraising Total Total
9,184,440 $ 2,296,110 $ 11,480,550 $ 1,684,032 $ 276,716 $ 13,441,298 $ 10,443,550
1,875,016 468,754 2,343,770 358,457 55,148 2,757,375 2,176,657
241,655 60,894 302,549 90,040 7,084 399,673 274,423
- - - 32,750 - 32,750 30,250
- - - 1,010 - 1,010 5,345
- - - 173,580 - 173,580 115,882
- - - 72,161 - 72,161 61,646
- - - - - - 24,000
70,894 17,724 88,618 95,367 - 183,985 118,853
80,348 91,598 171,946 9,126 182 181,254 153,134
103,768 25,942 129,710 19,839 3,052 152,601 60,051
174,843 43,711 218,554 - - 218,554 216,728
102,655 25,664 128,319 9,785 1,505 139,609 92,243
- - - 49,380 - 49,380 45,210
- - - - 32,694 32,694 12,102
581,037 145,260 726,297 - - 726,297 588,637
- - - 109,261 - 109,261 92,275
1,522,556 380,639 1,903,195 657,774 43,426 2,604,395 2,333,975
94,039 23,510 117,549 66,829 2,766 187,144 96,261
467,166 116,792 583,958 89,311 13,740 687,009 543,439
16,744 4,186 20,930 35,244 492 56,666 46,520
14,515,161 $ 3,700,784 $ 18,215,945 $ 3,553,946 $ 436,805 $ 22,206,696 $ 17,531,181




Brooklyn Prospect Charter School

Statement of Cash Flows
Year Ended June 30, 2017

(with summarized amounts for the year ended June 30, 2016)

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to
net cash from operating activities
Depreciation and amortization
Gain on disposal of property and equipment
Changes in operating assets and liabilities
Grants and contract receivables
Prepaid expenses and other current assets
Security deposit
Due from related party
Accounts payable and accrued expenses
Refundable advance
Due to related party
Deferred rent

Net Cash from Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment
Restricted Cash

Net Cash from Investing Activities

Net Change in Cash and Cash Equivalents

CASH AND CASH EQUIVALENTS
Beginning of year

End of year

See notes to financial statements

2017 2016
$ 433,333 $ 1,351,848
687,009 543,439

(45) (115)

(874,012) 333,514
(157,617) 102,999
(700,000) -
(133,795) -
73,921 80,347

109,450 (2,937)

- (200,000)

318,301 336,982
(243,455) 2,546,077
(1,301,391) (984,172)
(25,665) (294)
(1,327,056) (984,466)
(1,570,511) 1,561,611
1,692,833 131,222

$ 122,322 $ 1,692,833




Brooklyn Prospect Charter School

Notes to Financial Statements
June 30, 2017 and 2016

1. Organization and Tax Status

Brooklyn Prospect Charter School (the “School”) is an educational corporation that operates a
charter school in the borough of Brooklyn, New York. On July 28, 2008, the Board of Regents
of the University of the State of New York (the “Board of Regents”) granted the School a
provisional charter valid for a term of five years and renewable upon expiration. On December
28, 2014, the Board of Regents granted the School a full-term renewal to the charter for a
period of five years effective until July 31, 2019. On June 4, 2014, the Board of Regents
granted the School a second provisional charter valid for a term of five years and renewable
upon expiration. Classes commenced for the second charter in August 2016. The School's
mission is to be a K-12 college preparatory community where excellent teachers prepare a
diverse student body to have a positive impact on society and a lifelong passion for learning. In
the 2016-2017 academic year, the School operated classes for approximately 1,069 students
in grades kindergarten through third and sixth through twelfth.

Except for taxes that may be due for unrelated business income, the School is exempt from
federal income taxes under Section 501(c)(3) of the Internal Revenue Code and from state and
local income taxes under comparable laws.

2. Summary of Significant Accounting Policies
Basis of Presentation and Use of Estimates

The accompanying financial statements-have been prepared in accordance with accounting
principles generally accepted in the United States of America (“U.S. GAAP”), which 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.
Accordingly actual results could differ from those estimates.

Net Assets Presentation

Resources for various purposes are classified for accounting and reporting purposes into net
asset categories established according to nature and purpose as follows:

Unrestricted - consist of resources available for the general support of the School's
operations. Unrestricted net assets may be used at the discretion of the School's
management and Board of Trustees.

Temporarily Restricted - represent amounts restricted by donors for specific activities of
the School or to be used at some future date. The School records contributions as
temporarily restricted if they are received with donor stipulations that limit their use either
through purpose or time restrictions. When a donor restriction expires, that is, when a
time restriction ends or a purpose restriction is fulfilled, temporarily restricted net assets
are reclassified to unrestricted net assets and reported in the statements of activities as
net assets released from restrictions. However, when restrictions on donor-restricted
contributions are met in the same accounting period in which they are received, such
amounts are reported as unrestricted net assets.



Brooklyn Prospect Charter School

Notes to Financial Statements
June 30, 2017 and 2016

2. Summary of Significant Accounting Policies (continued)
Net Assets Presentation (continued)

Permanently Restricted - consist of net assets that are subject to donor imposed
restrictions that require the School to maintain them permanently, including funds that are
subject to restrictions of gift instruments requiring that the principal be invested in
perpetuity and the income be used for specific or general purposes. Income and gains
earned on endowment fund investments are available to be used in the unrestricted or
temporarily restricted net asset classes based upon stipulations by the donors.

The School had no temporarily or permanently restricted net assets at June 30, 2017 and
2016.

Cash and Cash Equivalents

Cash and cash equivalents include cash balances held in bank accounts and highly liquid
debt instruments with maturities of three months or less at the time of purchase.

Restricted Cash

Under the provisions of its charter, the School established an escrow account to pay for legal
and audit expenses that would be associated with a dissolution should it occur.

Property and Equipment

The School follows the practice of capitalizing all expenditures for property and equipment with
costs in excess of $3,000 and a useful life in excess of one year. Leasehold improvements are
amortized over the shorter of the term of the lease, inclusive of all renewal periods, which are
reasonably assured, or the estimated useful life of the asset. Purchased property and
equipment are recorded at cost at the date of acquisition. Minor costs of maintenance and
repairs are expensed as incurred. All property and equipment purchased with government
funding is capitalized, unless the government agency retains legal title to such assets, whereby
such assets are expensed as incurred.

Depreciation and amortization is recognized on the straight-line method over the estimated
useful lives of such assets as follows:

Computers and equipment 5 years
Furniture and fixtures 7 years
Software 3 years

Property and equipment are reviewed for impairment if the use of the asset significantly
changes or another indicator of possible impairment is identified. If the carrying amount for the
asset is not recoverable, the asset is written down to the fair value. There were no asset
impairments for the years ended June 30, 2017 and 2016.



Brooklyn Prospect Charter School

Notes to Financial Statements
June 30, 2017 and 2016

2. Summary of Significant Accounting Policies (continued)
Refundable Advances

The School records certain government operating revenue as refundable advances until
related services are performed, at which time they are recognized as revenue.

Revenue and Support

Revenue from the state and local governments resulting from the School's charter status and
based on the number of students enrolled is recorded when services are performed in
accordance with the charter agreement. Federal and other state and local funds are recorded
when expenditures are incurred and billable to the government agency.

Contributions are recognized when the donor makes a promise to give to the School that is, in
substance, unconditional. Grants and other contributions of cash are reported as temporarily
restricted support if they are received with donor stipulations. Restricted contributions and
grants that are made to support the School’s current year activities are recorded as unrestricted
revenue. Contributions of assets other than cash are recorded at their estimated fair value at
the date of donation.

Functional Expense Allocation

The majority of expenses can generally-be directly identified with the program or supporting
service to which they relate and are charged accordingly. Other expenses by function have
been allocated among program and supporting services classifications on the basis of periodic
time and expense studies and other basis as determined by management of the School to be
appropriate.

Accounting for Uncertainty in Income Taxes

The School recognizes the effect of income tax positions only if those positions are more likely
than not to be sustained. Management has determined that the School had no uncertain tax
positions that would require financial statement recognition or disclosure. The School is no
longer subject to examinations by the applicable taxing jurisdictions for years prior to June 30,
2014.



Brooklyn Prospect Charter School

Notes to Financial Statements
June 30, 2017 and 2016

2. Summary of Significant Accounting Policies (continued)

Prior Year Summarized Comparative Financial Information

The financial statements include prior-year summarized comparative information in total but not
by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with U.S. GAAP. Accordingly, such information should be read in
conjunction with the School's financial statements for the year ended June 30, 2016, from
which the summarized information was derived.

Subsequent Events Evaluation by Management

Management has evaluated subsequent events for disclosure and/or recognition in the
financial statements through the date that the financial statements were available to be issued,
which date is October 27, 2017.

Grants and Contract Receivables

Grants and contract receivables consists of federal, state, and city entitlements and grants. The
School expects to collect these receivables within one year.

Property and Equipment

Property and equipment consists of the following as of June 30:

2017 2016
Computers and equipment 1,611,098 1,291,405
Furniture and fixtures 1,355,264 1,119,586
Software 33,744 33,744
Leasehold improvements 4,089,864 3,352,992
Construction-in-progress 329,279 320,086
7,419,249 6,117,813
Accumulated depreciation and amortization (2,614,803) (1,927,794)
$ 4,804,446 $ 4,190,019

Construction-in-progress at June 30, 2017 and 2016 is comprised of architect fees and other
soft costs for the planning, development, and construction of both the middle school's
permanent facility and the roof and interior renovations of the elementary school's
permanent facility.

Contingency

Certain grants and contracts may be subject to audit by the funding sources. Such audits
might result in disallowances of costs submitted for reimbursements. Management is of the
opinion that such cost disallowances, if any, will not have a material effect on the
accompanying financial statements. Accordingly, no amounts have been provided in the
accompanying financial statements for such potential claims.

10



10.

Brooklyn Prospect Charter School

Notes to Financial Statements
June 30, 2017 and 2016

Concentration of Credit Risk

Financial instruments that potentially subject the School to concentrations of credit and market
risk consist principally of cash and cash equivalents on deposit with financial institutions, which
from time to time may exceed the Federal Deposit Insurance Corporation (“FDIC") limit. The
School does not believe that a significant risk of loss due to the failure of a financial institution
presently exists. As of June 30, 2017, cash did not exceed FDIC limits.

Concentration of Revenue and Support

The School receives a substantial portion of its revenue and support from the New York City
Department of Education. For the years ended June 30, 2017 and 2016, the School received
approximately 84% and 85% of total revenue and support from the New York City Department
of Education. If the charter school laws were modified, reducing.or eliminating these revenues,
the School’s finances could be materially adversely affected.

Employee Benefit Plan

The School maintains a pension plan qualified under. Internal Revenue Code 401(k) for the
benefit of its eligible employees. Under the plan, the School matched employee
contributions up to 4% of the annual compensation covered under the employment
arrangement with ADP Retirement Services. Total employee match for the years ended
June 30, 2017 and 2016 amounted to $385,320 and $210,081.

Donated Services

Donated services are recognized as contributions in accordance with U.S. GAAP if the services
(a) create or enhance non-financial assets or (b) require specialized skills, are performed by
people with those skills, and would otherwise be purchased by the School, and (c) are
measureable.

One law firm provided legal services to the School at no charge. The value of these services
meets the criteria for recognition in the financial statements and was recorded at a fair value of
$173,580 and $115,882 for the years ended June 30, 2017 and 2016.

Commitments
Facilities

In April 2012, the School signed a lease with The Roman Catholic Church of the Immaculate
Heart of Mary for its middle and high school classrooms and office space under a non-
cancelable lease expiring June 30, 2032, with an option to extend the lease for an additional
ten years. Under the terms of the lease, the School paid a security deposit in the amount of
$142,000. The School moved into its permanent facility on September 1, 2012 and
commenced paying rent.

11



Brooklyn Prospect Charter School

Notes to Financial Statements
June 30, 2017 and 2016

10. Commitments (continued)
Facilities (continued)

In May 2013, the School signed a lease with The Sisters of Saint Joseph for its elementary
school classrooms and office space under a non-cancelable lease expiring June 30, 2023, with
two options to extend the lease for an additional five years each. Under the terms of the lease,
the School paid a security deposit in the amount of $75,000. The School moved into this new
facility on July 1, 2013, and commenced paying rent.

In August 2016, the School signed a lease with Metrotech, LLC 13 for its main office and after
school activity center for its elementary students under a non-cancelable lease expiring June
30, 2034. Under this lease, the School has an option of extending the lease an additional 5
years. Under, the terms of the lease, the School paid a security deposit in the amount of
$300,000. The School moved into this new facility on April 1, 2017 and commenced paying
rent.

In June 2015, the School signed a lease with Power Realty Partners for its classrooms and
office space under a non-cancelable lease for their second middle school expiring June 30,
2037. Under this lease, the School has an option of extending the lease an additional 10 years.
Under the terms of the lease, the School paid a security deposit in the amount of $200,000.
The School is in the process of renovating. this location and rent will commence once the
School moves into this facility. In the fall of 2016 the second middle school opened at a
temporary space provided by the New York City Department of Education. The School expects
to move into the permanent facility in fall 2018.

In January 2017, the School signed a lease with 160 17" Street LLC for its classrooms, office
space, and outdoor play area under a non-cancelable lease for the first middle school expiring
June 30, 2038. Under this lease, the School has an option of extending the lease an additional
20 years. Under the terms of the lease, the School is liable to pay a security deposit totaling
$600,000. During fiscal year 2017, the school paid $400,000 with the remaining balance to be
paid upon the issuance of the temporary certificate of occupancy in fiscal year 2018. The
School had yet to move into the facility at June 30, 2017 and expects to move in and
commence rent payments in fall 2019.

Future minimum lease payments under the above leases are as follows for the years ending
June 30:

2018 $ 3,214,324
2019 4,570,590
2020 4,621,338
2021 4,694,148
2022 4,701,196
Thereafter 64,119,434

$ 85,921,030

12
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11.

Brooklyn Prospect Charter School
Notes to Financial Statements
June 30, 2017 and 2016
Commitments (continued)
Facilities (continued)
The School recognizes rent expense on a straight-line basis over the term of the leases. Rent
expense in excess of payments is recorded as deferred rent in the accompanying statements
of financial position. Rent expense under the first three leases for years ended June 30, 2017
and 2016 amounted to $2,080,343 and $2,001,803.
Leased Equipment
The School leases various copy machines under non-cancelable operating leases expiring

in various years through 2021. Minimum future rental payments under non-cancelable
operating leases are as follows for the years ending June 30:

2018 $ 117,103
2019 117,103
2020 97,683
2021 97,683

$ 429,572

Related Party Transaction (not disclosed elsewhere)

The School is an affiliate of Prospect Schooals, Inc. (“Prospect”), a New York State not-for-profit
corporation, through common management. Prospect provides financial support and other
services to the School. For the years ended June 30, 2017 and 2016, the School received
contributions of $1,073,219 and $1,041,069, from Prospect to cover specific program
expenses. At June 30, 2017 and 2016, the outstanding balance due from Prospect amounted
to $133,795 and $0.

*kkkk
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Brooklyn Prospect Charter School

Supplementary Information

June 30, 2017



Brooklyn Prospect Charter School

REVENUE AND SUPPORT

State and local per pupil operating revenue
General and special education
Facilities

Federal grants

E-Rate and IDEA

State and city grants

Contributions from related party

Donated services

After school program

Field trips and events

Other income

Total Revenue and Support

EXPENSES
Program Services
Regular education
Special education
Total Program Services
Supporting Services
Management and general
Fundraising
Total Expenses

Change in Net Assets

NET ASSETS, UNRESTRICTED
Beginning of year

End of year

See independent auditors' report

Schedule of Activities by Charter
Year Ended June 30, 2017

14

Charter 1 Charter 2 Total
$ 12,425,630 $ 5,434,678 $ 17,860,308
565,890 539,943 1,105,833
341,128 470,272 811,400
115,903 58,752 174,655
613,192 207,518 820,710
706,273 367,126 1,073,399
118,035 55,545 173,580
1,571 345,386 346,957
48,315 14,424 62,739
151,028 59,420 210,448
15,086,965 7,553,064 22,640,029
9,843,793 4,671,368 14,515,161
2,497,511 1,203,273 3,700,784
12,341,304 5,874,641 18,215,945
2,386,788 1,167,158 3,553,946
287,368 149,437 436,805
15,015,460 7,191,236 22,206,696
71,505 361,828 433,333
4,191,079 - 4,191,079
$ 4,262,584 $ 361,828 $ 4,624,412




Brooklyn Prospect Charter School

Uniform Guidance
Reports and Schedules

June 30, 2017



Brooklyn Prospect Charter School

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2017

Pass-through Total
Federal Grantor/Pass-through Grantor Federal CFDA Entity Identifying Passed through Federal
Program or Cluster Title Number Number to Subrecipients Expenditures
U.S. Department of Education
Passed Through the New York State Education Department:
Title | Grants to Local Educational Agencies 84.010 0021-17-5260 $ - $ 25,152
Title | Grants to Local Educational Agencies 84.010 0021-17-4545 - 277,722
- 302,874
Improving Teacher Quality State Grants 84.367 0147-17-5260 - 3,168
Improving Teacher Quality State Grants 84.367 0147-17-4545 - 5,742
- 8,910
Charter Schools Program 84.282A 0089-17-0009 - 418,117
Total U.S. Department of Education - 729,901
U.S. Department of Agriculture
Passed Through the New York State Education Department:
Child Nutrition Cluster
School Breakfast Program 10.553 - 13,048
National School Lunch 10.555 - 67,406
National School Lunch 10.555 - 1,045
Total U.S. Department of Agriculture - 81,499
Total Expenditures of Federal Awards $ - $ 811,400

See independent auditors' report and notes to the schedule of expenditures of federal awards
15



Brooklyn Prospect Charter School

Notes to Schedule of Expenditures of Federal Awards
Year ended June 30, 2017

1. Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the
federal award activity of the School under programs of the federal government for the year
ended June 30, 2017. The information in this Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform
Guidance”). Because the Schedule presents only a selected portion of the operations of the
School, it is not intended to and does not present the financial position, changes in net
assets, or cash flows of the School.

2. Summary of Significant Accounting Policies
Expenditures reported on the Schedule are reported on the.accrual basis of accounting.
Such expenditures are recognized following cost principles. contained in the Uniform
Guidance, wherein certain types of expenditures are not allowable or are limited as to
reimbursement.

3. Non-Monetary Assistance
Non-monetary assistance is reported in the Schedule based on the amount disbursed or
received. The Organization received no non-monetary assistance for the year ended June
30, 2017.

4. Indirect Cost Rate

The School has elected not to use the 10-percent de minimis indirect cost rate allowed
under the Uniform Guidance.

16



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

Independent Auditors’ Report

Board of Trustees
Brooklyn Prospect Charter School

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 financial
statements of Brooklyn Prospect Charter School (the “School”), which comprise the statement
of financial position as of June 30, 2017, and the related statements of activities, functional
expenses and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated October 27, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the 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 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 School'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 from 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.

We noted certain matters that we reported to the management of the School in a separate letter
dated October 27, 2017.

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 School'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 School’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Harrison, New York
October 27, 2017



Report on Compliance for Each Major Federal Program and Report on Internal Control
Over Compliance Required by the Uniform Guidance

Independent Auditors’ Report

Board of Trustees
Brooklyn Prospect Charter School

Report on Compliance for Each Major Federal Program

We have audited Brooklyn Prospect Charter School’s (the “School”) compliance with the types
of compliance requirements described in the OMB Compliance Supplement that could have a
direct and material effect on each of the School's major federal programs for the year ended
June 30, 2017. The School's major federal programs are identified in the summary of auditors’
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, the terms and
conditions of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the School’'s major federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(“Uniform Guidance”). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
the School's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of the
School's compliance.
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Opinion on Each Major Federal Program

In our opinion, the School complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2017.

Report on Internal Control over Compliance

Management of the School is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the School’'s internal control
over compliance with the types of requirements that could have a direct and material effect on
each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with the
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the School’s internal control over compliance.

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

Our consideration of internal control over compliance 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 compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.

Harrison, New York
October 27, 2017



Brooklyn Prospect Charter School

Schedule of Findings and Questioned Costs
Year Ended June 30, 2017

Section | - Summary of Auditors’ Results

Financial Statements
Type of report the auditor issued on whether the
financial statements audited were prepared in

accordance with GAAP: Unmodified
Internal control over financial reporting:

Material weakness(es) identified? yes_X _no

Significant deficiency(ies) identified? yes _ X _none reported
Noncompliance material to the financial statements noted? yes_X _no

Federal Awards
Internal control over major federal programs:

Material weakness(es) identified? yes_ X no

Significant deficiency(ies) identified? yes _ X _none reported
Type of auditors’ report issued on compliance

for major federal programs: Unmodified
Any audit findings disclosed that are required

to be reported in accordance with 2 CFR 200.516(a)? yes _X no

Identification of major federal programs:

CFEDA Number Name of Federal Program or Cluster
84.282A Charter Schools Program
Dollar threshold used to distinguish between type
A and type B programs: $750,000
Auditee qualified as low-risk auditee? yes X no

Section Il — Financial Statement Findings

During our audit, we noted no material findings for the year ended June 30, 2017.

Section Ill — Federal Award Findings and Questioned Costs

During our audit, we noted no material instances of noncompliance and none of the costs
reported in the federal financially assisted programs are questioned or recommended to be
disallowed.

Section IV — Prior Year Findings

There were no prior year audit findings.
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CHARTER SCHOOL
October 27, 2017

PKF O'Connor Davies LLP
500 Mamaroneck Ave, Suite 301

Harrison, NY 10528

This representation letter is provided in connection with your audit of the financial statements of
(the “School”), which comprise the statement of financial position as of June 30, 2017, and the
related statements of activities, functional expenses, and cash flows for the year then ended,
and the related notes to the financial statements, for the purpose of expressing an opinion as to
whether the financial statements are presented fairly, in all material respects, in accordance with
accounting principles generally accepted in the United States of America (US GAAP).

Certain representations in this letter are described as being limited to matters that are material.
Iltems are considered material, regardless of size, if they involve an omission or misstatement of
accounting information that, in light of surrounding circumstances, makes it probable that the
judgment of a reasonable person relying on the information would be changed or influenced by
the omission or misstatement. An omission or misstatement that is monetarily small in amount
could be considered material as a result of qualitative factors.

We confirm, to the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purpose of appropriately informing ourselves as of the date of this
letter, the following representations made to you during your audit:

Our Responsibilities

* We acknowledge that we have fulfilled our responsibilities for:

o The preparation and fair presentation of the financial statements in accordance with US
GAAP;

o 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; and

o The design, implementation, and maintenance of internal control to prevent and detect
fraud.

* We understand that the term “fraud” refers to intentional acts by one or more individuals
among management, those charged with governance, employees, or third parties, involving
the use of deception that results in a misstatement in financial statements. Two types of
intentional misstatements are relevant to your audit — misstatements resulting from
fraudulent financial reporting and misstatements resulting from misappropriation of assets.
Fraudulent financial reporting involves intentional misstatements, including omissions of
amounts or disclosures in financial statements to deceive financial statement users.
Misappropriation of assets involves the theft of an entity’s assets.

355 Bridge Street | Brooklyn, NY 11201 | 718.643.1086 brooklynprospect.org info@brooklynprospect.org
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* We acknowledge our responsibility for presenting the Schedule of Financial Position by
School and Schedule of Activities by Charter (“supplementary information”) in accordance
with US GAAP, and we believe the supplementary information, including its form and
content, is fairly presented in accordance with US GAAP. The methods of measurement and
presentation of the supplementary information have not changed from those used in the
prior period, and we have disclosed to you any significant assumptions or interpretations
underlying the measurement and presentation of the supplementary information.

Financial Statements

* The financial statements referred to above are fairly presented in conformity with US GAAP
and include all disclosures necessary for such fair presentation. In that connection, we
specifically confirm that:

o The School’s accounting policies, and the practices and methods followed in applying
them, are appropriate and are as disclosed in the financial statements.

o There have been no changes during the period audited in the School's accounting
policies and practices.

o All material transactions have been recorded in the accounting records and are reflected
in the financial statements.

* Significant assumptions we used in making accounting estimates, including those measured
at fair value, are reasonable.

* The following, where they exist, have been appropriately disclosed to you and accounted
for and/or disclosed in the financial statements in accordance with the requirements of US
GAAP:

o The identity of all related parties and related party relationships and transactions.

o Material concentrations. We understand that concentrations refer to volumes of
business, revenues, available sources of supply, or markets or geographic areas for
which it is reasonably possible that events could occur which would significantly disrupt
normal finances within the next year.

o Guarantees, whether written or oral, under which the School is contingently liable,
including guarantee contracts and indemnification agreements.

o The effects of all known actual, possible, pending or threatened litigation, claims, and
assessments.

o Significant common ownership or management control relationships, economic interests
and/or financial interests in related entities, requiring disclosure.

* The School does not have any uncertain tax positions that require disclosure or recognition
in the financial statements.

* We have evaluated events subsequent to the date of the financial statements through the
date of this letter, and no such events have occurred which would require adjustment or
disclosure in the financial statements.
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Information Provided

* We have provided you with:

o Access to all information, of which we are aware, that is relevant to the preparation and
fair presentation of the financial statements, such as records, documentation, and other
matters.

o Access to all minutes of the meetings of The Board of Trustees.

o Communications from regulatory agencies concerning noncompliance with or
deficiencies in, financial reporting practices.

o Additional information that you have requested from us for the purpose of the audit.

o Unrestricted access to persons within the School from whom you determined it
necessary to obtain audit evidence.

* We have disclosed to you our assessment of the risk that the financial statements may be
materially misstated as a result of fraud.

* There are no deficiencies in the design or operation of internal control over financial
reporting that are reasonably likely to adversely affect the School’s ability to initiate,
authorize, record, process, and report financial data reliably in accordance with US GAAP.

* We have no knowledge of any fraud or suspected fraud that affects the School and involves:
o Management,
o Employees who have significant roles in internal control, or
o Others where the fraud could have a material effect on the financial statements.

* We have no knowledge of any allegations of fraud or suspected fraud affecting the School’s
financial statements communicated by employees, former employees, regulators, or others.

* We are responsible for compliance with the laws, regulations, and provisions of contracts
and grant agreements applicable to us; and we have identified and disclosed to you all laws,
regulations and provisions of contracts and grant agreements that we believe have a direct
and material effect on the determination of financial statement amounts or other financial
data significant to the audit objectives.

* We have no knowledge of any instances of noncompliance or suspected noncompliance
with laws and regulations whose effects should be considered when preparing financial
statements.

* The School has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged as collateral.

* The School is an exempt organization under Section 501(c)(3) of the Internal Revenue
Code. Any activities of which we are aware that would jeopardize the School’s tax-exempt
status, and all activities subject to tax on unrelated business income or excise or other tax,
have been disclosed to you. All required filings with tax authorities are up-to-date.
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* We have a reasonable basis for the allocation of functional expenses.

* With respect to contributions:

o Adequate controls are in place over the receipt and recording of contributions.

o There were no unrecorded contributions or pledges at June 30, 2017 that could
materially affect the financial statements. In addition, we are unaware of any assets for
which the School may be the beneficiary as prescribed by probated wills or held in trusts
by independent trustees at June 30, 2017, which should be recorded in the financial
statements.

*  We have complied with all restrictions on resources (including donor restrictions) and all
aspects of contractual agreements that would have a material effect on the financial
statements in the event of noncompliance. This includes complying with donor restrictions to
maintain an appropriate composition of assets needed to satisfy their restrictions.

Uniform Guidance Compliance Report

The following representations are provided in connection with your audit of the School’s
compliance with the types of compliance requirements described in Title 2 U.S. Code of Federal
Regulations (“CFR”) Part 200, Uniform Administrative Requirements, Cost Principles and Audit
Requirements for Federal Awards (“Uniform Guidance”), Audits of States, Local Governments
and Non-Profit Organizations and Government Auditing Standards that could have a direct and
material effect on each of its major federal programs (hereinafter referred to as “compliance
requirements”) for the year ended June 30, 2017 for the purpose of expressing an opinion as to
whether the School complied with such requirements.

* With respect to federal award programs:

o We are responsible for understanding and complying with, and have complied with the
requirements of Uniform Guidance, including requirements relating to preparation of the
schedule of expenditures of federal awards.

o The schedule of expenditures of federal awards is in accordance with Uniform Guidance
and identifies and discloses expenditures made during the audit period for all awards
provided by federal agencies in the form of grants, federal cost-reimbursement
contracts, loans, loan guarantees, property (including donated surplus property),
cooperative agreements, interest subsidies, insurance, food commodities, direct
appropriations, and other direct assistance.

o We acknowledge our responsibility for presenting the schedule of expenditures of
federal awards (“SEFA”) in accordance with the requirements of Uniform Guidance
§200.502, and we believe the SEFA, including its form and content, is fairly presented in
accordance with Uniform Guidance §200.502. The methods of measurement and
presentation of the SEFA have not changed from those used in the prior period, and we
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have disclosed to you any significant assumptions and interpretations underlying the
measurement and presentation of the SEFA.

o If the SEFA is not presented with the audited financial statements, we will make the
audited financial statements readily available to the intended users of the SEFA no later
than the date we issue the supplementary information and the auditors’ report thereon.

o We have identified and disclosed to you all of our government programs and related
activities subject to Uniform Guidance.

o We are responsible for understanding and complying with the requirements of laws,
regulations, and the provisions of contracts and grant agreements related to each of our
federal programs and have identified and disclosed to you the requirements of laws,
regulations and the provisions of contracts and grant agreements that are considered to
have a direct and material effect on each major program.

o We are responsible for establishing and maintaining, and have established and
maintained, effective internal control over compliance requirements applicable to federal
programs that provides reasonable assurance that we are managing our federal awards
in compliance with laws, regulations, and the provisions of contracts and grant
agreements that could have a material effect on our federal programs. We believe the
internal control system is adequate and is functioning as intended.

o We have made available to you all contracts and grant agreements (including
amendments, if any) and any other correspondence with federal agencies or pass-
through entities relevant to federal programs and related activities.

o We have received no requests from a federal agency to audit one or more specific
programs as a major program.

o We have complied with the direct and material compliance requirements (except for
noncompliance disclosed to you), including when applicable, those set forth in the
Uniform Guidance, relating to federal awards and have identified and disclosed to you all
amounts questioned and all known noncompliance with the direct and material
compliance requirements of federal awards.

o We have disclosed any communications from grantors and pass-through entities
concerning possible noncompliance with the direct and material compliance
requirements, including communications received from the end of the period covered by
the compliance audit to the date of the auditor’s report.

o We have disclosed to you the findings received and related corrective actions taken for
previous audits, attestation engagements, and internal or external monitoring that
directly relate to the objectives of the compliance audit, including findings received and
corrective actions taken from the end of the period covered by the compliance audit to
the date of the auditor’s report.
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o Amounts claimed or used for matching were determined in accordance with relevant
guidelines in Uniform Guidance.

o We have disclosed to you our interpretation of compliance requirements that may have
varying interpretations.

o We have made available to you all documentation related to compliance with the direct
and material compliance requirements, including information related to federal program
financial reports and claims for advances and reimbursements.

o There are no such known instances of noncompliance with direct and material
compliance requirements that occurred subsequent to the period covered by the
auditors’ report.

o No changes have been made in internal control over compliance or other factors that
might significantly affect internal control, including any corrective action we have taken
regarding significant deficiencies in internal control over compliance (including material
weaknesses in internal control over compliance), have occurred subsequent to the date
as of which compliance was audited.

o Federal program financial reports and claims for advances and reimbursements are
supported by the books and records from which the basic financial statements have
been prepared.

o The copies of federal program financial reports provided you are true copies of the
reports submitted, or electronically transmitted, to the respective federal agency or pass-
through entity, as applicable.

o We have charged costs to federal awards in accordance with applicable cost principles.

o We are responsible for and have accurately prepared the summary schedule of prior
audit findings to include all findings required to be included by Uniform Guidance, and
we have provided you with all information on the status of the follow-up on prior audit
findings by federal awarding agencies and pass-through entities, including all
management decisions.

o We are responsible for and have accurately prepared the auditee section of the Data
Collection Form as required by Uniform Guidance.

o We are responsible for preparing and implementing a corrective action plan for each
audit finding.

o We have disclosed to you all contracts or other agreements with service organizations,
and we have disclosed to you all communications from the service organizations relating
to noncompliance at the service organizations.
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o We have identified to you any previous audits, attestation engagements, and other
studies related to the audit objectives and whether related recommendations have been
implemented.

o We have evaluated events subsequent to the date of the financial statements through
the date of this letter, and no such events, including instances of noncompliance, have
occurred which would require adjustment or disclosure in the financial statements or in
the schedule of findings and questioned costs.

o As part of your audit, you prepared the draft financial statements and related notes and
schedule of expenditures of federal awards. We have designated an individual with
suitable skill, knowledge, or experience to oversee your services and have made all
management decisions and performed all management functions. We have reviewed,
approved, and accepted responsibility for those financial statements and related notes
and schedule of expenditures of federal awards.

o Inregards to the tax return preparation services performed by you, we have—

. Made all management decisions and performed all management functions.

. Designated an individual with suitable skill, knowledge, or experience to oversee
the services.

" Evaluated the adequacy and results of the services performed.

. Accepted responsibility for the results of the services.

Dl £ R

Dan Rubenstein, Executive Director

Horn

Hillary Prince, Director of Finance
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