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INDEPENDENT AUDITORS’ REPORT

The Board of Trustees
Enterprise Charter School

We have audited the accompanying balance sheets of Enterprise Charter School (the School) as of June 30, 2017
and 2016, and the related statements of activities 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 etror.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to a financial audit contained in Government Aunditing 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 of matetial 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 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.

Opinion
In our opinion, the financial statements referred to above present faitly, in all material respects, the financial

position of the School as of June 30, 2017 and 2016, and the changes in its net assets and cash flows for the
years then ended in accordance with accounting principles generally accepted in the United States of America.



Additional Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of expenses 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 prepate the financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the accompanying 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 September 25, 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, grant agreements, and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the School’s internal control over financial reporting and compliance.

September 25, 2017



ENTERPRISE CHARTER SCHOOL

Balance Sheets

June 30, 2017 2016
Assets
Current assets:
Cash $ 4,873,067 $§ 4,809,254
Receivables (Note 2) 268,379 263,108
Prepaid expenses 22,899 21,094
5,164,345 5,093,456
Property and equipment, net (Note 3) 6,266,796 6,336,695
Investments held in trust (Note 4) 908,875 905,909
$ 12,340,016 $ 12,336,060
Liabilities and Net Assets
Current liabilities:
Current portion of long-term debt (Note 6) $ 87,472 § 82,472
Accounts payable and accrued expenses 639,387 818,219
Deferred revenue 28,519 -
755,378 900,691
Long-term debt (Note 06) 6,214,371 6,301,843
Net assets:
Unrestricted (Note 7) 5,370,267 5,133,526
$ 12,340,016 $ 12,336,060

See accompanying notes.



ENTERPRISE CHARTER SCHOOL

Statements of Activities

For the years ended June 30, 2017 2016
Support and revenue:
Enrollment fees:

Revenue-resident student enrollment $ 5,028,222 § 4,967,673

Revenue-students with disabilities 375,156 400,003

Revenue-additional state aid 171,172 87,126

Federal grants 275,569 399,508
State and local grants 48,431 2,500
Rental income 195,337 194,800
Other income 56,120 25,614
Total support and revenue 6,150,007 6,077,224
Expenses:
Program expenses:

Regular education 3,690,143 3,494,925

Special education 549,157 571,430

Other programs 408,127 437,315
Total program expenses 4,647,427 4,503,670

Supporting services:

Management and general 1,265,839 1,098,501
Total expenses 5,913,266 5,602,171
Change in net assets 236,741 475,053

Net assets - beginning 5,133,526 4,658,473
Net assets - ending $ 5,370,267 $ 5,133,526

See accompanying notes.



ENTERPRISE CHARTER SCHOOL

Statements of Cash Flows

For the years ended June 30, 2017 2016
Operating activities:
Cash received from enrollment fees $ 5,488,946 $ 5,371,136
Cash received from federal, state and local grants 432,852 304,258
Cash received from rental activities 195,337 195,520
Cash received from other sources 56,120 25,614
Payments to employees for services and benefits (4,050,576)  (3,704,694)
Payments to vendors and suppliers (1,153,931)  (1,114,488)
Interest paid (533,053) (539,053)
Net operating activities 435,695 538,293
Investing activities:
Property and equipment expenditures (286,444) (76,922)
Deposits to investments held in trust, net (2,966) (22,650)
Net investing activities (289,410) (99,572)
Financing activities:
Payments on long-term debt (82,472) (72,472)
Net change in cash 63,813 366,249
Cash - beginning 4,809,254 4,443,005
Cash - ending $ 4,873,067 $ 4,809,254
Reconciliation of change in net assets to net
cash flows from operating activities:
Change in net assets $ 236,741 $ 475,053
Adjustments to reconcile change in net assets to
net cash flows from operating activities:
Depreciation 356,343 356,958
Changes in operating assets and liabilities:
Receivables (5,271) (180,696)
Prepaid expenses (1,805) (4,288)
Accounts payable and accrued expenses (178,832) (108,734)
Deferred revenue 28,519 -
Net operating activities $ 435,695 § 538,293

See accompanying notes.



ENTERPRISE CHARTER SCHOOL

Notes to Financial Statements

1. Summary of Significant Accounting Policies:
Otganization and Purpose:

Enterprise Charter School (the School) operates a charter
school in the City of Buffalo, New Yotk (the City)
pursuant to its Charter Agreement with the Education
Department of the State of New York. The School has
been chartered through 2019, at which time it must apply
to renew its charter for another term. The School currently
offers classes from kindergarten through grade 8.

Subsequent Events:

Management has evaluated events and transactions for
potential recognition or disclosure through September 25,
2017, the date the financial statements were available to be
issued.

Cash:

Cash in financial institutions potentially subjects the School
to concentrations of credit risk since it may exceed insured
limits at various times throughout the year. The School
complies with a requirement to hold no less than $75,000
in an escrow account in order to pay for legal and audit
expenses that would be associated with dissolution should
it occut.

Receivables:

Receivables are stated at the amounts management expects
to collect from outstanding balances. Balances outstanding
after management has used reasonable collection efforts
are written off through a charge to bad debts expense and
a credit to accounts receivable. An allowance for doubtful
accounts is considered unnecessary by management
because all significant amounts deemed uncollectible are
written off each year.

Property and Equipment:

Property and equipment is stated at cost net of
accumulated depreciation. Depreciation is provided using
the straight-line method over estimated useful asset lives.
Maintenance and repairs are charged to operations as
incurred; significant improvements are capitalized.

Enrollment Fees:

The School is reimbursed based on the approved operating
expense per pupil of the public school district in which the
student resides. The amount received each year from the
resident district is the product of the approved operating
expense per pupil and the full time equivalent enrollment
of the students in the School residing in the district. The
School’s enrollment fees are received primarily from the
Board of Education for the City of Buffalo School District.

Grants:

The School is the recipient of awards and reimbursements
from federal, state and local sources. The awards and
reimbursements are subject to compliance and financial
audits by the funding sources. Management believes no

significant adjustments are necessary to recognized
amounts.
Transportation:

The City of Buffalo School District provides the School
with certain transportation services without cost. The
value of these services has not been recorded in these
financial statements.

Income Taxes:
from

The School is a 501(c)(3) organization exempt
taxation under §501(a) of the Internal Revenue Code.

Use of Estimates:

The preparation of financial statements in conformity with
accounting principles generally accepted in the United
States of America requires management to make estimates
and assumptions that affect the amounts reported in the
financial statements and accompanying notes.  Actual
results could differ from those estimates.

Cost Allocation:

The School’s costs of providing its various programs and
activities have been summarized on a functional basis in
the statements of activities. Accordingly, certain costs have
been allocated among the programs and supporting
services benefited.



Reclassifications:

The 2016 financial statements have been reclassified to
conform to the presentation adopted in 2017.

2. Receivables:

2017 2016
Grants $ 95,649 § 175,982
Enrollment fees 172,730 87,126

$268,379 §$ 263,108

In July 2017 and July 2016, all New York State charter
schools serving students in the fiscal 2017 and 2016 school
years received additional state aid. The additional aid
received by each school was based on the number of
students served and was paid directly from the New York
State Department of Education. Additional aid totaling
$171,172 and $87,126 is included as enrollment fees
receivable on the accompanying balance sheets as of June
30, 2017 and June 30, 2016, respectively.

3. Property and Equipment:

2017 2016
Building and improvements $ 7,624,508 § 7,559,344
Furniture and equipment 1,301,643 1,080,363
Books 163,869 163,869
Vehicles 20,751 20,751
9,110,771 8,824,327
Less accumulated depreciation 2,843,975 2,487,632
$ 6,266,796 $ 6,336,695

4. Investments Held in Trust:

The following cash accounts are held by a trustee in
compliance with the issuance of 2011 Series bonds (Note
6):

2017 2016
Debt service fund $ 635874 § 635594
Repair and replacement fund 200,138 200,050
Custodian account 72,863 70,265
$ 908,875 $§ 905,909

5. Line of Credit

The School has available an unsecured $450,000 working
capital demand line of credit from a financial institution,
with interest payable at one-month LIBOR plus 3.25%.
There were no borrowings outstanding at June 30, 2017
and 2016.

6. Long-Term Debt:

2017 2016

Erie County Industrial Development
Agency Facility Revenue Bonds
(Enterprise Charter School Project),
Series 2011A (tax exempt) Bonds,
annual gross principal installments
ranging from $90,000 to $590,000
plus interest ranging from 6.0%
to 7.5%, final payment due
December 2040.

Less unamortized debt

$ 6,835,000 § 06,940,000

issuance costs 533,157 555,685
6,301,843 6,384,315
Less current portion 87,472 82,472

$ 6214371 $§ 6,301,843

In February 2011, the School entered into an installment
sale agreement with Erie County Industrial Development
Agency (ECIDA), principally to finance the cost to acquire
and renovate buildings to be used for the operation of the
School. To finance the project, ECIDA authorized the
sale of Revenue Bonds in the aggregate amount of
$7,345,000 under a trust indenture with a bank trustee.
The sale is secured by mortgage and security agreements
granting the trustee a mortgage lien on and security interest
in the facility and the other mortgaged property. The
bonds are further secured by the debt service fund

(Note 4).

Aggregate maturities of net long-term debt subsequent to
June 30, 2017 are:

Debt Issuance

Principal Costs

2018 $ 110,000 $ (22,528)

2019 115,000 (22,528)

2020 125,000 (22,528)

2021 130,000 (22,528)

2022 140,000 (22,528)
Thereafter 6,215,000 (420,517)
$ 6,835,000 $ (533,157)




Debt issuance costs are amortized as interest expense over
the remaining term of the bonds. Amortization of debt
issuance costs for each of the years ended June 30, 2017
and 2016 was $22,528.

Interest expense for the years ended June 30, 2017 and
2016 was $533,053 and $538,578.

The bond agreement includes restrictive covenants relative
to debt service coverage and liquidity ratios.

7. Board Designated Net Assets:

The Board of Trustees has designated $150,000 of the
unrestricted net assets for future nonoperational purposes.

8. Retirement Plans:

The School participates in the New York State Teachers’
Retirement System (TRS) and New York State and Local
Employees’ Retirement System (ERS) (the Systems), which
are cost-sharing multiple employer public employee
retirement systems. The Systems offer a wide range of
plans and benefits which are related to years of service and
final average salary, vesting of retirement benefits, death

and disability.

New York State Teachers’ Retirement System:

TRS is administered by the New York State Teachers’
Retirement Board and provides benefits to plan members
and beneficiaries as authotized by the Education Law and
the Retirement and Social Security Law of the State of
New York. TRS issues a publicly available financial report
that contains financial statements and required
supplementary information. The report may be obtained
from TRS at www.nystrs.org.

New York State and Local Emplovees’ Retirement
System:

ERS provides retirement benefits as well as death and
disability benefits. New York State Retirement and Social
Security Law governs obligations of employers and
employees to contribute and provide benefits to
employees. ERS issues a publicly available financial report
that includes financial statements and required
supplementary information. This report may be obtained
from ERS at www.osc.state.ny.us/ retire.

Funding Policies:

No employee contribution is required for those whose
service began prior to July 1976. The Systems require
employee contributions of 3% of salary for the first 10
years of service for those employees who joined the
Systems from July 1976 through December 2009.

Participants whose service began on or after January 1,
2010 through March 31, 2012 are required to contribute
3% (ERS) or 3.5% (TRS) of compensation throughout
their active membership in the Systems. Participants
whose service began on or after April 1, 2012 are required
to contribute a percentage ranging from 3% to 6% each
year, based on their level of compensation.

For ERS, the Comptroller annually certifies the rates used,
expressed as a percentage of the wages of participants, to
compute the contributions required to be made by the
School to the pension accumulation fund. The rate ranges
from 9.3% to 15.9% and 10.5% to 18.7% for 2017 and
2016, dependent on the participant’s tier.  Required
contributions for ERS were $48,051 and $52,006 for the
years ended June 30, 2017 and 2016.

Pursuant to Article 11 of Education Law, rates are
established annually for TRS by the New York State
Teachers’ Retirement Board at an actuarially determined
rate. The rate is 11.72% of the annual covered payroll for
the year ended June 30, 2017, and 13.26% for the year
ended June 30, 2016. The required contributions for TRS
were $310,780 and $269,489 for the years ended June 30,
2017 and 2016.

9. Rental Income:

The School leases space to various organizations under the
terms of non-cancellable operating leases. Rental revenue
for these leases totaled $195,337 and $194,800 for the years
ended June 30, 2017 and 2016.

Future minimum annual rentals receivable under these
leases are:

2018 $ 127,971
2019 19,950
$ 147,921



www.osc.state.ny.us/retire
http:www.nystrs.org

10. Lease Obligations:

The School entered into an operating equipment lease
agreement that requires minimum annual lease payments of
$17,568 through 2019. Rental expense was $20,986 and
$20,150 for the years ended June 30, 2017 and June 30,
2016.



ENTERPRISE CHARTER SCHOOL

Additional Information
Schedule of Expenses

For the year ended June 30, 2017 (with comparative totals for 2016)

2017 2016
Number
Regular Special Other =~ Management
positions Education Education Programs and General Total Total

Instructional personnel 53.0 $ 1,612,555 $ 263,121 $ 11,220 $ - $ 1,886,896

Non-instructional personnel - - 220,875 834,191 1,055,066

Total salaries 70.0 $ 1,612,555 $ 263,121 $ 232,095 $ 834,191 $ 2,941,962
Salaries $ 1,612,555 $ 263,121 $ 232,095 $ 834,191 $ 2,941,962 § 2,740,795
Employee benefits and payroll taxes 309,523 50,477 44,548 160,069 564,617 494,668
Retirement benefits 196,711 32,079 28,312 101,729 358,831 321,495
Consultants 18,825 86,956 - - 105,781 125,596
Supplies and materials 66,853 10,901 - - 77,754 65,365
Student services 93,286 15,216 13,424 - 121,926 85,872
Transportation 33,606 5,485 4,826 - 43,917 47,953
Repairs and maintenance 114,719 7,170 7,170 14,340 143,399 197,041
Staff development 64,371 4,023 4,023 8,046 80,463 70,020
Meetings, conferences, and travel 10,022 626 626 1,252 12,526 14,774
Office expenses 48,151 3,009 3,009 6,018 60,187 49,532
Postage and delivery 4,264 267 267 533 5,331 4,602
Contracted services 16,790 1,049 1,049 2,098 20,986 20,150
Professional fees 130,290 8,143 8,143 16,287 162,863 168,423
Insurance 83,852 5,241 5,241 10,481 104,815 87,850
Dues and subscriptions 6,195 387 387 774 7,743 16,240
Telephone and internet 16,949 1,059 1,059 2,119 21,186 18,739
Utilities 95,946 5,997 5,997 11,993 119,933 112,253
Technology 34,436 2,152 2,152 4,305 43,045 41,539
Advertising 6,237 390 390 781 7,798 9,569
Interest 426,442 26,652 26,652 75,835 555,581 561,106
Miscellaneous 15,046 940 940 1,881 18,807 14,159
3,405,069 531,340 390,310 1,252,732 5,579,451 5,267,741
Depreciation 285,074 17,817 17,817 13,107 333,815 334,431
Total $ 3,690,143 $ 549,157 $ 408,127 $ 1,265,839 $ 5,913,266 § 5,602,172

See independent anditors' report on additional information. 10



Lumsden Il
MccormICk - Cyclorama Building | 369 Franklin Street | Buffalo, NY 14202

CERTIFIED PUBLIC ACCOUNTANTS p:716.856.3300 | f:716.856.2524 | www.LumsdenCPA.com

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
Enterprise 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 Enterprise Charter School (the School),
which comprise the balance sheet as of June 30, 2017, and the related statements of activities, and cash flows for
the year then ended, and the related notes to the financial statements, and have issued our report thereon dated
September 25, 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 desigh or operation of a control does not allow management or
employees, in the normal course of performing their assighed 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.

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.

11



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.

September 25, 2017
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