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Independent Auditors’ Report

To the Board of Trustees of
Mott Hall Charter School

Report on the Financial Statements

We have audited the accompanying financial statements of Mott Hall 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 auditinvolves 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
organization’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 organization’s internal control. Accordingly, we express no such opinion. An
auditalso 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 Mott Hall Charter 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.

Report on Summarized Comparative Information

We have previously audited the School’s 2016 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated October 13, 2016. In our opinion,
the summarized comparative information presented herein as of and for the year ended June 30, 2016 is
consistent, in all material respects, with the audited financial statements from which it has been derived.

Other Reporting Required by overnment Auditing Standards

In accordance with overnment Auditing Standards, we have also issued our report dated October 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, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with overnment Auditing Standards in considering the School’s internal

control over financial reporting and compliance.
Jaﬂw ¢ Wb

Schall & Ashenfarb
Certified Public Accountants, LLC

October 25, 2017



MOTT HALL CHARTER SCHOOL
INANCIAL POSITION

STATEMENT O
AT JUNE 30, 2017

(With comparative totals at June 30, 2016)

Assets

Cash and cash equivalents

Restricted cash (Note 3)
rant receivable - New York City (Note 4)
overnment grants receivable

Prepaid expenses
ixed assets, net (Note 5)

Total assets

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expenses
rant advance - New York City (Note 4)
Total liabilities

Net assets:
Unrestricted

Total net assets

Total liabilities and net assets

6/30/17 6/30/16
$1,649,296 $884,627
76,661 76,631

0 20,811

264,090 142,163

0 2,998

253,452 307,461
$2,243,499 $1,434,691
$457,538 $397,492
89,190 0
546,728 397,492
1,696,771 1,037,199
1,696,771 1,037,199
$2,243,499 $1,434,691

The attached notes and auditors’ report

are an integral part of these financial statements.
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MOTT HALL CHARTER SCHOOL
STATEMENT O ACTIVITIES

OR THE YEAR ENDED JUNE 30, 2017

(With comparative totals for the year ended June 30, 2016)

Unrestricted:
Public support and revenue:
Public school district: (Note 4)
Revenue - resident student enrollment
Revenue - students with special education services

Subtotal public school district revenue
overnment grants

Contributions

Other income

Total public support and revenue

Expenses:
Program services:
Regular education
Special education

Total program services
Supporting services:
Management and general
undraising

Total expenses

Change in net assets

Net assets - beginning

Net assets - ending

6/30/17 6/30/16
$4,067,802 $3,394,661
571,561 646,799
4,639,363 4,041,460
362,059 246,164
20,046 36,728
7,548 11,452
5,029,016 4,335,804
2,802,006 2,617,746
1,001,352 888,336
3,803,358 3,506,082
502,082 561,068
64,004 89,687
4,369,444 4,156,837
659,572 178,967
1,037,199 858,232
$1,696,771 $1,037,199

The attached notes and auditors’ report
are an integral part of these financial statements.
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Salaries

Employee benefits and
payroll taxes

Total personnel costs

Professional development
Professional fees
Student and staff recruitment
Curriculum and
classroom expenses
Supplies and materials
ood services
Postage, printing, and copying
Insurance
Information technology
Non-capitalized equipment
and furnishings
Repairs and maintenance
Depreciation
Other

Total other than
personnel costs

Total expenses

STATEMENT O UNCTIONAL EXPENSES

MOTT HALL CHARTER SCHOOL

OR THE YEAR ENDED JUNE 30, 2017
(With comparative totals for the year ended June 30, 2016)

Program Services

Supporting ServicesG

Total Management Total Total
Regular Special Program and Expenses Expenses
Education Education Services eneral undraising  6/30/17 6/30/16
$1,948,252 $628,273 $2,576,525 $225,793 $45,007 $2,847,325 $2,802,985
412,706 133,090 545,796 47,831 9,534 603,161 536,197
2,360,958 761,363 3,122,321 273,624 54,541 3,450,486 3,339,182
29,287 6,101 35,388 59,083 94,471 72,882
115,453 151,801 267,254 123,923 93 391,270 256,092
0 21,962 21,962 36,776
56,201 11,708 67,909 67,909 47,122
73,801 17,769 91,570 2,430 484 94,484 100,915
8,945 1,864 10,809 10,809 20,818
4,116 1,327 5,443 477 95 6,015 5,834
15,253 4,919 20,172 1,768 352 22,292 20,373
42,268 13,631 55,899 4,899 976 61,774 57,798
21,829 7,040 28,869 2,530 504 31,903 30,949
1,630 525 2,155 189 38 2,382 1,097
72,265 23,304 95,569 8,376 1,669 105,614 114,083
0 2,821 5,252 8,073 52,916
441,048 239,989 681,037 228,458 9,463 918,958 817,655
$2,802,006 $1,001,352 $3,803,358 $502,082 $64,004 $4,369,444 $4,156,837

are an integral part of these financial statements.

The attached notes and auditors' report
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MOTT HALL CHARTER SCHOOL
STATEMENT O CASH LOWS

OR THE YEAR ENDED JUNE 30, 2017
(With comparative totals 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 provided by operating activities:
Depreciation
Changes in assets and liabilities:
Restricted cash
rant receivable/advance - New York City
overnment grants receivable
Prepaid expenses
Security deposit
Accounts payable and accrued expenses

Total adjustments

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of furniture and equipment

Net cash used for investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents - beginning

Cash and cash equivalents - ending

Supplemental disclosures:

Interest and taxes paid

The attached notes and auditors’ report

6/30/17 6/30/16
$659,572 $178,967
105,614 114,083
(30) (31)
110,001 (34,257)
(121,927) (95,150)
2,998 (2,998)
0 160,000
60,046 10,559
156,702 152,206
816,274 331,173
(51,605) (30,787)
(51,605) (30,787)
764,669 300,386
884,627 584,241
$1,649,296 $884,627
$0 $0

are an integral part of these financial statements.
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Note 1 -

Note 2 -

MOTT HALL CHARTER SCHOOL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

Organization and Nature of Activities

Mott Hall Charter School (the “School”), located in Bronx, New York, is a not-for-profit
education corporation chartered by the Board of Regents of the State of New York. The
School provides a full range of educational services appropriate for the sixth, seventh and
eighth grade levels. The School completed the 2016-2017 fiscal year with an average
enrollment of approximately 290 students. The School is a publicly funded, privately
managed school, which is independent of the New York City Department of Education
(“NYCDOE").

On June 27,2011, the School was granted a provisional charter for a term up through and
including December 14, 2016. Such provisional charter may be extended upon application
for aterm of up to five years in accordance with the provisions of Article 56 of the Education
Law. On December 28, 2016, the School received a 2-year extension on their charter for a
term up through and including June 30, 2019.

The School is exempt from Federal income taxes under Section 501(c)(3) of the Internal
Revenue Code. Accordingly, no provision for income taxes has been reflected in the
accompanying financial statements. They have not been designated as a private foundation.

Significant Accounting Policies

a. Basis of Presentation
The financial statements have been prepared using the accrual basis of accounting,
which is the process of recognizing revenue and expenses when earned or incurred
rather than received or paid.

Net assets are classified based upon the existence or absence of donor-imposed
restrictions as follows:

e Unrestricted - represent those resources for which there are no restrictions by
donors as to their use.

o Temporarily restricted - represent those resources, the uses of which have been
restricted by donors for a specific purpose or the passage of time. The release
from restrictions results from the satisfaction of the restricted purposes
specified by the donor. Temporarily restricted contributions, the requirements
of which are met in the year of donation, are reported as unrestricted. The
School did not have any temporary restricted net assets at June 30,2017 or June
30, 2016.

e Permanently restricted - accounts for activity restricted by donors that must
remain intact in perpetuity. The School did not have any permanently restricted
net assets at June 30, 2017 or June 30, 2016.



Cash and Cash Equivalents
The School considers all liquid investments purchased with a maturity of three months
or less to be cash and cash equivalents. Restricted cash has been classified separately.

Concentration of Credit

Financial instruments, which potentially subject the School to concentration of credit
risk, consist of checking accounts, which have been placed with a financial institution
that management deems to be creditworthy. From time-to-time, cash balances may be in
excess of insurance levels. At year end, there was a significant uninsured balance;
however, the School has not experienced any losses due to bank failure.

Capitalization PolicyG
Computer hardware, furniture, equipment and assembling of the website are capitalized G

at cost or at the faiivalue at the date of gift, if donated. The School capitalizes fixed
assets in excess of pre-defined amounts thatave a useful life of more than one year.
Depreciation was computed using the straight-line method over the estimated useful G
lives of the respective assets, &hich generally are between 3 and 7 years.

ContributionsG

Contributions are recorded as revenue at the earlier of the receipt of cash or when a G
pledge is considered unconditional in natureG Contributions are available for
unrestricted use, unless specifically restricted by the donor, in which case they are
recorded in one of the restricted classes of net assets, depending on the nature of the
restriction.

Contributions expected to be received within one year are recorded at net realizable
value. Long-term pledges are recorded at fair value using a risk adjusted discount rate.
Conditional contributions are recognized as income when the conditions have been
substantially met.

Revenue - Public School District and Government Grants
Program revenue is recognized based on student attendance using rates established by
the School’s funding source in the period during which services are provided.

All government grants have been recognized as income when earned, either based on
performance of certain milestones or by incurring expenses that can be reimbursed
under the terms of the grant agreement. The difference between cash received and
revenue recognized is reflected as government grants receivable or refundable
advances.

Donated Services

Donated services are recognized in circumstances where those services create or
enhance non-financial assets or require specialized skills, are provided by individuals
possessing those skills and would typically need to be purchased, if not provided in-
kind.

Board members and other individuals volunteer their time and perform a variety of
tasks that assist the School. These services do not meet the criteria outlined above and
have not been recorded in the financial statements.



Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on
a functional basis in the accompanying financial statements. Accordingly, certain costs
have been allocated among the programs and supporting services benefited.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, 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.

Contingencies
Government contracts are subject to audit by the grantor. Management does not believe

that any audits, if they were to occur, would result in material disallowed costs, and has
not established any reserves. Any disallowed costs would be recorded in the period
notified.

Accounting for Uncertainty in Income Taxes

The School does not believe its financial statements include any material, uncertain tax
positions. Tax filings for periods ending June 30, 2014 and later are subject to
examination by applicable taxing authorities.

Comparative Financial Information

The financial statements include certain 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 accounting principles
generally accepted in the United States of America. Accordingly, such information
should be Fead in conjunction with the School’s financial statements for the year ended
June 30, 2016 from which the summarized information was derived.

. Subsequent Events

Management has evaluated for potential recognition and disclosure events subsequent
to the date of the statement of financial position through®ctober 25,2017, the date the
financial statements were available to be issued. No events have occurred subsequent to
the statement of financial position date through our evaluation date that would require
adjustment to or disclosure in the financial statements.

New Accounting Pronouncement

On August 18, 2016, the Financial Accounting Standards Board (FASB) issued an
Accounting Standards Update (ASU) No. 2016-14, Presentation of Financial Statements
of Not-for-Profit Entities. The ASU, which becomes effective for the June 30, 2019 year,
with early implementation permitted, focuses on improving the current net asset
classification requirements and information presented in the financial statements and
notes that is useful in assessing a not-for-profit’s liquidity, financial performance and
cash flows. The School has not yet evaluated the impact this will have on future financial
statements.




Note 3 -

Note 4 -

Note 5 -

Note 6 -

Note 7-

Note 8 -

Restricted Cash

An escrow account has been established to meet the requirement of the Board of Regents of
the State of New York. The purpose of this account is to ensure sufficient funds are available
for an orderly dissolution or transition process in the event of termination of the charter or
school closure.

Grant Advance/Grant Receivable - New York City Department of Education

6/30/17 6/30/16

Beginning grant receivable/(grant advance) $20,811 ($13,446)
Funding based on allowable FTE’s 4,639,363 4,041,460
Advances received (4,749,364) (4,007,203)
Ending (grant advance)/grant receivable ($89,190) $20,811

Furniture and Equipment

Fixed assets consisted of the following:

6/30/17 6/30/16
Furniture and equipment $650,382 $598,777
Less: accumulated depreciation (396,930) (291,316)
Total fixed assets, net $253,452 $307,461

Significant Concentrations

The School and New York City Department of Education signed an agreement that permits
the school to operate the charter. Approximately 92% and 94%, of the School’s total public
supportand revenue was received from NYCDOE in 2017 and 2016, respectively. f NYCDOE
were to discontinue funding, it would have a severe economic impact on the School’s ability
to operate.

Donated Space

The School islocated in a NYCDOE facility and utilizes approximately 7,000 square feet at no
charge. The School was unable to determine a value for this service.

Commitments

In July 2012, the School entered into a lease agreement for space that was expected to
commence on August 1, 2014 and expire on July 31, 2029. The School and landlord could not
agree on the final terms of the building and negotiated the termination of the lease. Per the
terms of the termination agreement, the landlord returned $120,000 of the original
$160,000 deposit to the School in May 2016. The remaining $40,000 was written off and
reported in other expenses in the accompanying financial statements for the year ended
June 30, 2016.
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Note 9 -

Defined Contribution Plan

The School maintains a tax deferred 403(b) retirement plan. Employees who are atleast 21
years old may participate by designating a percentage of their salaries, subject to regulatory
limits, to be contributed to the plan on a pre-tax basis. The School matches employee
contributions to the plan on a discretionary basis. The amount of estimated matching
payments of $18,000 and $11,000 has been included in payroll taxes and employee benefits
in the accompanying financial statements for the years ended June 30, 2017 and June 30,
2016, resp

11
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REPORT ON INTERNAL CONTROL OVER INANCIAL REPORTIN
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT O INANCIAL STATEMENTS PER ORMED IN
ACCORDANCE WITH OVERNMENT AUDITIN STANDARDS

To the Board of Trustees of
Mott Hall Charter School

Report on the inancial Statements

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 overnment Auditing Standards
issued by the Comptroller eneral of the United States, the financial statements of Mott Hall 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 25, 2017.

Internal Control over inancial 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 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 over financial reporting that
might be material weaknesses or significant deficiencies. Given these limitations, during our audit we
did not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School'’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our 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 overnment Auditing Standards.

Purpose of this Report

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

accordance with overnment Auditing Standards in considering the entity’s internal control and G
compliance. Accordingly, this communication is not suitable for any other purpose.

Jﬂﬂwﬁkw

Schall & Ashenfarb
Certified Public Accountants, LLC

October 25, 2017
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MOTT HALL CHARTER SCHOOLG
SCHEDULEO INDIN SAND RESPONSESG
JUNE 30, 2017G

Current Year:
None
Prior Year:

None
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