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CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Equality Charter School

Report on the Financial Statements

We have audited the accompanying financial statements of Equality Charter School (the “School”),
which comprise the statement of financial position as of June 30, 2018, 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.

Auditor’'s 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 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
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.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Equality Charter School as of June 30, 2018, 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.

Report on Summarized Comparative Information

We have previously audited Equality Charter School’'s 2017 financial statements and we expressed
an unmodified audit opinion on those audited financial statements in our report dated October 27,
2017. In our opinion, the summarized comparative information presented herein as of and for the
year ended June 30, 2017 is consistent, in all material respects, with the audited financial statements
from which it has been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October
26, 2018, on our consideration of Equality Charter 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 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 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
Equality Charter School’s internal control over financial reporting and compliance.

MBAT (hs, LLC

New York, NY
October 26, 2018



EQUALITY CHARTER SCHOOL
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2018
(WITH SUMMARIZED COMPARATIVE INFORMATION FOR JUNE 30, 2017)

ASSETS 2018 2017
Cash $ 1,988,772 $ 1,395,294
Cash - restricted 72,265 71,904
Grants and other receivables 986,635 981,202
Prepaid expenses and other assets 165,859 241,499
Property and equipment, net 3,583,099 3,774,087
Website, net 6,650 12,781
Construction in progress - 44,322

$ 6,803,280 $ 6,521,089

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable and accrued expenses $ 491,423 $ 683,511
Accrued salaries and other payroll related expenses 667,863 593,618
Deferred rent 288,003 216,003
Due to New York City Department of Education 158,627 116,247
1,605,916 1,609,379
NET ASSETS - UNRESTRICTED 5,197,364 4,911,710
$ 6,803,280 $ 6,521,089

The accompanying notes are an integral part of these financial statements.
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EQUALITY CHARTER SCHOOL
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2018
(WITH SUMMARIZED COMPARATIVE INFORMATION FOR THE YEAR ENDED JUNE 30, 2017)

2018 2017
OPERATING REVENUE
State and local per pupil operating revenue $ 11,039,232 $ 9,394,579
Other per pupil operating revenue 190,378 121,058
Government grants and contracts 1,531,215 1,614,941
12,760,825 11,130,578
EXPENSES
Program services:
General education 7,900,510 6,481,278
Special education 3,299,995 2,956,055
Management and general 1,572,900 1,450,303
Fundraising 34,123 45,534
12,807,528 10,933,170
(DEFICIT) SURPLUS FROM SCHOOL OPERATIONS (46,703) 197,408
SUPPORT AND OTHER INCOME
Interest and miscellaneous income 260,143 252,961
Special events income, net of direct expenses ($52,120 in 2018, $51,578 in 2017) 72,214 74,928
332,357 327,889
CHANGE IN NET ASSETS 285,654 525,297
NET ASSETS - BEGINNING OF YEAR 4,911,710 4,386,413
NET ASSETS - END OF YEAR $ 5,197,364 $ 4,911,710

The accompanying notes are an integral part of these financial statements.
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EQUALITY CHARTER SCHOOL
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2018
(WITH SUMMARIZED COMPARATIVE INFORMATION FOR THE YEAR ENDED JUNE 30, 2017)

Program Services Supporting Services

No. of General Special Management
Positions Education Education Total and General Fundraising 2018 2017
Personnel service costs
Administrative staff personnel 23 $ 464,972 $ 82,400 547,372 $ 1,099,107 $ 5,886 $ 1,652,365 $ 1,437,668
Instructional personnel 66 2,619,239 1,378,268 3,997,507 - - 3,997,507 3,450,984
Non-instructional personnel 22 1,442,982 728,022 2,171,004 - - 2,171,004 1,614,557
Total salaries and staff 111 4,527,193 2,188,690 6,715,883 1,099,107 5,886 7,820,876 6,503,209
Fringe benefits and payroll taxes 835,609 403,978 1,239,587 202,868 1,086 1,443,541 1,183,110
Retirement 169,893 82,135 252,028 41,246 221 293,495 278,014
Legal services 11,077 2,915 13,992 437 146 14,575 27,151
Accounting and audit services - - - 24,015 - 24,015 24,044
Other purchases of professional and consulting services 219,954 58,116 278,070 110,205 7,811 396,086 325,329
Rent 541,117 142,399 683,516 21,360 7,120 711,996 711,996
Repairs and maintenance 36,074 9,493 45,567 1,424 475 47,466 84,008
Insurance 121,765 32,043 153,808 4,807 1,602 160,217 133,726
Utilities 140,388 36,944 177,332 5,542 1,847 184,721 180,301
Instructional supplies and materials 259,526 68,944 328,470 658 219 329,347 293,766
Equipment and furnishings 8,505 2,246 10,751 219 73 11,043 20,412
Staff development 151,625 40,234 191,859 39,160 353 231,372 201,811
Marketing and recruitment 46,115 12,258 58,373 - - 58,373 26,042
Technology 29,387 7,786 37,173 386 129 37,688 19,394
Food service 182,270 48,451 230,721 - - 230,721 270,444
Student services 78,523 20,867 99,390 91 30 99,511 44,044
Office expense 151,466 39,859 191,325 5,979 1,993 199,297 153,468
Depreciation and amortization 389,387 102,470 491,857 15,371 5,124 512,352 452,510
Other 636 167 803 25 8 836 391
Cost of direct benefit to donors - - - - 52,120 52,120 51,578
7,900,510 3,299,995 11,200,505 1,572,900 86,243 12,859,648 10,984,748
Less: Expenses deducted directly from
support on the statement of activities - - - - (52,120) (52,120) (51,578)
$ 7,900,510 $ 3,299,995 11,200,505 $ 1,572,900 $ 34,123 $ 12,807,528 $ 10,933,170
Percentage of total expenses 61.69% 25.76% 87.45% 12.28% 0.27% 100.00%

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



EQUALITY CHARTER SCHOOL
STATEMENT OF CASH FLOwsS
FOR THE YEAR ENDED JUNE 30, 2018
(WITH SUMMARIZED COMPARATIVE INFORMATION FOR THE YEAR ENDED JUNE 30, 2017)

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from operating revenue $ 12,797,772 $ 10,690,757
Other cash received 332,357 328,247
Cash paid to employees and suppliers (12,265,379) (9,951,758)
NET CASH PROVIDED BY OPERATING ACTIVITIES 864,750 1,067,246
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, equipment and construction (268,708) (787,150)
Purchase of website (2,203) (2,960)
NET CASH USED IN INVESTING ACTIVITIES (270,911) (790,110)
NET INCREASE IN CASH 593,839 277,136
CASH AND CASH - RESTRICTED - BEGINNING OF YEAR 1,467,198 1,190,062
CASH AND CASH - RESTRICTED - END OF YEAR $ 2,061,037 $ 1,467,198
Reconciliation of change in net assets to net cash provided by operating activities:
Change in net assets $ 285,654 $ 525,297
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation and amortization 512,352 452,510
Changes in operating assets and liabilities:
Grants and other receivables (5,433) (486,683)
Prepaid expenses and other assets 75,640 79,837
Accounts payable and accrued expenses (192,088) 270,210
Accrued salaries and other payroll related expenses 74,245 107,213
Deferred rent 72,000 72,000
Due to New York City Department of Education 42,380 46,862
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 864,750 $ 1,067,246
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Non-cash investing activities:
Construction in progress placed into service and included in property and equipment $ 44,322 $ 2,109,778
Cash and cash - restricted consist of:
Cash $ 1,988,772 $ 1,395,294
Cash - restricted 72,265 71,904
$ 2,061,037 $ 1,467,198

The accompanying notes are an integral part of these financial statements.
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1.

EQUALITY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

NATURE OF THE ORGANIZATION

2.

Equality Charter School (the “School”) is a New York State, not-for-profit educational corporation that was
incorporated on January 13, 2009 to operate a charter school pursuant to Article 56 of the Educational Law of the
State of New York in the North Bronx. The School was granted a provisional charter on January 13, 2009 by the
Board of Regents of the University of the State of New York. This charter was renewed through June 30, 2020.

The School, which opened its doors in the fall of 2009, operates a college preparatory academic program and a
highly structured and supportive school culture. While the School is comprised of students from many
backgrounds, it is uniquely designed to close the achievement gap in middle school and high school, by
preparing students to be successful in college by focusing on the integration of goal setting, critical thinking and
problem solving skills.

The School, as determined by the Internal Revenue Service, is exempt from Federal income tax under Section
501(a) of the Internal Revenue Code (“IRC”) as an organization described in Section 501(c)(3) of the IRC and
under the corresponding provisions of the New York State tax laws. The School has also been classified as an
entity that is not a private foundation within the meaning of Section 509(a) of the IRC and qualifies for deductible
contributions as provided in Section 170(b)(1)(A)(ii) of the IRC.

The School operates classes for students in sixth through twelfth grades. In fiscal year 2018, the School added
classes for students in the twelfth grade.

The New York City Department of Education (“NYCDOE”) provides free lunches and transportation directly to a
majority of the School’s students.

SIGNIFICANT ACCOUNTING POLICIES

Financial Statement Presentation

The School’s financial statements have been prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America (“U.S. GAAP”).

The classification of the School’s net assets and its support, revenues and expenses is based on the existence or
absence of donor-imposed restrictions. It requires that the amounts for each of the three classes of net assets —
permanently restricted, temporarily restricted, and unrestricted — be displayed in the statement of financial
position and that the amounts of change in each of those classes of net assets be displayed in the statement of
activities.

These classes are defined as follows:
Permanently Restricted — Net assets resulting from contributions and other inflows of assets whose use by the

School is limited by donor-imposed stipulations that neither expire by passage of time nor can be fulfilled or
otherwise removed by actions of the School.

Temporarily Restricted — Net assets resulting from contributions and other inflows of assets whose use by the
School are limited by donor-imposed stipulations that either expire by passage of time or can be fulfilled and
removed by actions of the School pursuant to those stipulations. When such stipulations end or are fulfilled, such
temporarily restricted net assets are reclassified to unrestricted net assets and reported as such in the statement
of activities.

Unrestricted — The part of net assets that is neither permanently nor temporarily restricted by donor-imposed
stipulations.



2.

EQUALITY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash - Restricted

At June 30, 2018 and 2017, an escrow account of $72,265 and $71,904, respectively, has been held aside for
contingency purposes as required by the NYCDOE.

Grants and Other Receivables

Grants and other receivables represent amounts due from federal and state entitlements and grants and other
miscellaneous entities. Grants and other receivables are expected to be collected within one year, are recorded
at net realizable value, and amount to $986,635 and $981,202 at June 30, 2018 and 2017, respectively. The
School evaluates the collectability of the receivables and employs the allowance method. The School has
determined that no allowance for uncollectible accounts for grants and other receivables is necessary at June 30,
2018 and 2017. Such estimate is based on management’s assessments of the creditworthiness of its grantors,
the aged basis of its receivables, as well as current economic conditions and historical information.

Revenue Recognition

Revenue from state and local governments is based on the number of students enrolled and is recorded when
services are performed in accordance with the charter agreement.

Revenue from federal, state and local government grants and contracts are recorded by the School when
qualifying expenditures are incurred and billable. Funds received in advance for which qualifying expenditures
have not been incurred are reflected as due to NYCDOE in the accompanying statement of financial position.

The School receives a substantial portion of its support and revenue from the NYCDOE. If the charter school
laws were modified, reducing or eliminating these revenues, the School’s finances could be materially adversely
affected.

Special Events

The School conducts special events in which a portion of the gross proceeds paid by the participant represents
payment for the direct cost of the benefits received by the participant at the event (such as meals and
entertainment). Unless a verifiable, objective means exists to demonstrate otherwise, the fair value of those
direct costs provided at special events is measured at the actual cost to the School. All proceeds received in
excess of the direct costs are recorded as special events support in the accompanying statement of activities.
For the year ended June 30, 2018, the School reported special events income of $124,334 and expenses of
$52,120. For the year ended June 30, 2017, the School reported special events income of $126,506 and
expenses of $51,578.

Property and Equipment

Property and equipment are stated at cost and are depreciated on the straight-line method over the estimated
useful lives of the assets. Leasehold improvements are amortized over the shorter of the useful life of the
improvement or term of the lease. The School has established a $1,000 threshold above which assets are
evaluated to be capitalized. Property and equipment acquired with certain government contract funds are
recorded as an expense pursuant to the terms of the contract in which the government funding source retains
ownership of the property. Maintenance and repairs are charged to expense as incurred; major renewals and
betterments are capitalized.

Construction in Progress
Construction in progress represents costs incurred to bring the expanded School facility into usable condition.

Construction in progress is placed into service once the improvements and updated space is being utilized.
Depreciation of these costs begin when the related assets are placed in service.
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2.

EQUALITY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment

The School reviews long-lived assets to determine whether there has been any permanent impairment whenever
events or circumstances indicate the carrying amount of an asset may not be recoverable. If the sum of the
expected future undiscounted cash flows is less than the carrying amount of the assets, the School recognizes
an impairment loss. No impairment losses were recognized for the years ended June 30, 2018 and 2017.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a functional basis.
Expenses that can be directly identified with the program or supporting service to which they relate are charged
accordingly. Other expenses by function have been allocated among program and supporting service
classifications based upon benefits received.

Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Subsequent Events

The School has evaluated events through October 26, 2018, which is the date the financial statements were
available to be issued.

Comparative Financial Information

The June 30, 2018 financial statements include certain prior year summarized comparative information. In
addition, only certain of the notes to the financial statements for June 30, 2017 are presented. As a result, the
June 30, 2017 comparative information does not include sufficient detail to constitute a presentation in conformity
with U.S. GAAP. Accordingly, such June 30, 2017 information should be read in conjunction with the School’s
financial statements for the year ended June 30, 2017, from which the summarized information was derived.

Income Taxes

The School follows the accounting standard for uncertainty in income taxes. The standard prescribes a minimum
recognition threshold and measurement methodology that a tax position taken or expected to be taken in a tax
return is required to meet before being recognized in the financial statements. It also provides guidance for
derecognition, classification, interest and penalties, disclosure and transition.

The School files informational returns in the Federal jurisdictions. With few exceptions, the School is no longer
subject to Federal income tax examinations for fiscal years before 2015.

The School believes that it has appropriate support for the positions taken on its tax returns. Nonetheless, the
amounts ultimately paid, if any, upon resolution of the issues raised by the taxing authorities may differ materially
from the amounts accrued for each year. Management believes that its nonprofit status would be sustained upon
examination.

Should there be interest on underpayments of income tax, the School would classify it as interest expense. The
School would classify penalties in connection with underpayments of income tax as other expense.



2.

EQUALITY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Deferred Rent

In accordance with U.S. GAAP, rent expense is recognized on a straight-line basis over the life of the lease,
including future escalations of rent, rather than in accordance with lease payments. Deferred rent represents the
adjustment to future rents as a result of using the straight-line method.

Reclassification

Certain amounts in the prior year financial statements have been reclassified for comparative purposes to
conform to the presentation in the current year financial statements. This reclassification had no effect on
previously reported change in net assets.

Adoption of Accounting Pronouncement

In fiscal year 2018, the School adopted the accounting standards update which amends the cash flow statement
presentation of restricted cash. The update requires amounts generally described as restricted cash and
restricted cash equivalents be included with cash and cash equivalents when reconciling the beginning-of-year
and end-of-year total amounts shown on the statement of cash flows. The School adopted the update
retrospectively for fiscal year 2017. The adoption of this update had no effect on the School’s change in net
assets or cash flows.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (“FASB”) issued an accounting standards update which
affects the revenue recognition of entities that enter into either (1) certain contracts to transfer goods or services
to customers or (2) certain contracts for the transfer of nonfinancial assets. The update indicates an entity should
recognize revenue in an amount that reflects the consideration the entity expects to be entitled to in exchange for
the goods or services transferred by the entity. The update is to be applied to the beginning of the year of
implementation or retrospectively and is effective for annual periods beginning after December 15, 2018 and in
interim periods in annual periods beginning after December 15, 2019. Early application is permitted but no earlier
than annual reporting periods beginning after December 31, 2016. The School is currently evaluating the effect
the update will have on its financial statements.

In February 2016, the FASB issued an accounting standards update which amends existing lease guidance. The
update requires lessees to recognize a right-of-use asset and related lease liability for many operating leases
now currently off-balance sheet under current U.S. GAAP. Accounting by lessors remains largely unchanged
from current U.S. GAAP. The update is effective using a modified retrospective approach for fiscal years
beginning after December 15, 2019, and for interim periods within fiscal years beginning after December 15,
2020, with early application permitted. The School is currently evaluating the effect the update will have on its
financial statements.

In August 2016, the FASB issued an accounting standards update which aims to improve information provided to
creditors, donors, grantors, and others while also reducing complexity and costs. The update is the first phase of
a project regarding not-for-profits which aims to improve and simplify net asset classification requirements and
improve the information presented and disclosed in financial statements about liquidity, cash flows, and financial
performance. The update is effective retrospectively for financial statements issued for fiscal years beginning
after December 15, 2017, and interim periods within fiscal years beginning after December 15, 2018, with earlier
application permitted. The School is currently evaluating the effect the update will have on its financial
statements.
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EQUALITY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

3. AGREEMENT FOR SCHOOL FACILITY

The School has entered into a verbal agreement (the “Agreement”) with the NYCDOE for dedicated and shared
space at PS 160, a New York City Public School located at 4140 Hutchinson River Parkway East, Bronx, New
York, at a cost of $1 per year. Approximately 23,000 square feet is allocated to the School. The fair value of the
rent has not been included in the accompanying financial statements as the premises are temporary in nature,
the Agreement is non-binding, the premises constitute excess shared space whereby a fair value cannot be
determined, and such exclusion is industry practice.

The School will be responsible for any overtime-related costs for services provided beyond the regular opening
hours. For the years ended June 30, 2018 and 2017, the School did not incur any permit fees.

4. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

Estimated
2018 2017 Useful Lives
Furniture and fixtures $ 699,817 $ 640,639 7 years
Computers 596,587 559,938 5 years
Equipment 273,374 252,659 5 years
Software 125,577 118,470 3 years
Leasehold improvements 3,479,983 3,290,602 Life of lease

5,175,338 4,862,308

Less: Accumulated depreciation and amortizatic (1,592,239) (1,088,221)

$ 3,583,099 $3,774,087

Depreciation and amortization expense for the years ended June 30, 2018 and 2017 was $504,018 and
$444,320, respectively.

5. CONSTRUCTION IN PROGRESS

The School opened a facility at the Roman Catholic Church of St. John Vianney and began operating classes for
students in 2015. As of June 30, 2017, the School was in the process of working on the new facility to prepare for

additional grades to open in the future. During the year ended June 30, 2018, construction of the new facility was
completed and put into service.

6. WEBSITE

Development costs related to the School's website amounting to $29,771 and $27,568 have been capitalized as
of June 30, 2018 and 2017, respectively. These costs are being amortized over the estimated life of three years

using the straight-line method. Amortization expense for the years ended June 30, 2018 and 2017 was $8,334
and $8,190, respectively.
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7.

EQUALITY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

RETIREMENT PLAN

8.

The School maintains a defined contribution 401(k) profit sharing plan (the “Plan”) which covers most of the
employees. Employees are eligible to enroll in the Plan either the first day of the month that coincides with or next
follows the date that one first satisfies the 21-year age requirement. The School’'s matching contribution vests as
follows:

1st Year: 0%

2nd Year: 50%

3rd Year: 100%

For the years ended June 30, 2018 and 2017, retirement expense for the School was $293,495 and $278,014,
respectively, which is included in retirement in the accompanying statement of functional expenses.

RISK MANAGEMENT

9.

The School is exposed to various risks of loss related to torts; thefts of, damage to, and destruction of assets;
injuries to employees; and natural disasters. The School maintains commercial insurance to help protect itself
from such risks.

The School entered into contractual relationships with certain governmental funding sources. The governmental
agencies may request return of funds as a result of noncompliance by the School, as well as additional funds for
the use of facilities. The accompanying financial statements make no provision for the possible disallowance or
refund.

CONCENTRATIONS

Financial instruments that potentially subject the School to a concentration of credit risk include cash accounts at
a major financial institution that, at times, exceeded the Federal Deposit Insurance Corporation insured limit of
$250,000.

The School received approximately 84% and 82% of its total revenue from per pupil funding from the NYCDOE
during the years ended June 30, 2018 and 2017, respectively.

Three major grantors accounted for approximately 86% of grants and other receivables at June 30, 2018. Four
major grantors accounted for approximately 94% of grants and other receivables at June 30, 2017.

Four vendors accounted for approximately 56% of accounts payable at June 30, 2018. Four vendors accounted
for approximately 84% of accounts payable at June 30, 2017.
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10.

EQUALITY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

COMMITMENTS

In September 2013, the School entered into a long-term operating lease expiring in 2028 to accommodate its
expansion to add a high school for the 2014-2015 school year (see Note 5). For the period from September 2013
to June 2014, the School was only responsible for paying utilities. The School began paying rent and occupying
the space in July 2014. During fiscal year 2018, base rent expense amounted to $53,333 per month. Future
minimum lease payments, pursuant to this lease agreement, are as follows:

June 30,

2019 $ 639,996
2020 720,000
2021 720,000
2022 720,000
2023 720,000
Thereafter 3,888,000

$ 7,407,996

-13-



CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

Independent Auditor’s 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

To the Board of Trustees
Equality Charter School

We have audited, 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, the financial statements of Equality Charter School (the “School”), which comprise
the statement of financial position as of June 30, 2018, 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 26, 2018.

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.

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 audit, and accordingly, we do not express such an opinion. The results of our tests disclosed an
instance of noncompliance that is required to be reported under Government Auditing Standards and is described
in the accompanying schedule of findings and responses as finding 2018-01.

The School’s response to the finding identified in our audit is described in the accompanying schedule of findings
and responses. The School’s response was not subjected to the auditing procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on it.

We noted certain matters that we reported to management of the School in a separate letter dated October 26,
2018.



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.

MOAT (RAs, LLC

New York, NY
October 26, 2018



EQUALITY CHARTER SCHOOL

SCHEDULE OF FINDINGS AND RESPONSES

JUNE 30, 2018

SECTION | - SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued:

Internal control over financial reporting:

Material weakness (es) identified?

Significant deficiency (ies) identified that are not
considered to be material weaknesses?

Noncompliance material to financial statements noted?
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Unqualified

yes

yes
yes

no

no
no



EQUALITY CHARTER SCHOOL

SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2018

SECTION Il - COMPLIANCE FINDING

Finding: 2018-01

Criteria_and_condition: The School is required to be in compliance with the New York State Education
Department (“NYSED”) requirements. The teacher certification exemption allows Charter Schools to have up to
15 uncertified teachers. The School had 24 teachers that were uncertified.

Context: NYSED requires the School to have no more than 15 uncertified teachers, with the provision that five
of these teachers be teaching math, science, computer science, technology, or career and technical education,
with the remaining ten teachers not restricted.

Cause: Inadequate management oversight of NYSED requirements.

Effect: The School can be under additional scrutiny from the New York City Department of Education for not
being in compliance with the NYSED requiring teachers to be qualified through certification.

Recommendation: We recommend the School review its hiring and recruitment procedures and retention
policies so as to be in compliance with the NYSED teacher qualification requirements.

-17 -



EQUALITY CHARTER SCHOOL

CORRECTIVE ACTION PLAN
JUNE 30, 2018

VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTION:

Finding: 2018-01

Management recognizes and agrees with the finding regarding the noncompliance with teacher certification
requirements during fiscal year 2018. Management has implemented new protocols to strive to ensure
compliance, including, but not limited to the following: mandatory one-on-one meetings with all staff members
to ensure that significant progress towards certification in a timely manner, retraining hiring and recruitment
staff on the importance of certification compliance, and revisiting fiscal policies related to certification and tuition
assistance. Since July 1, 2018, six of the noted uncertified staff have made significant progress towards
certification. Of those, one has received their certification. Two have completed the requirements and are
awaiting certification from New York State. We expect three more of these six to complete certification
requirements within the next 90 days, pending the successful completion of required tests. Like many charter
schools in New York City, Equality Charter School is striving to provide high quality education despite the
scarcity of certified teachers available in the candidate pool.
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