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Certified Public Accountants and Consultants

Independent Auditors' Report

To the Board of Trustees of
Charter School of Educational Excellence
Bronx, New York

We have audited the accompanying statement of financial position of Charter School of Educational Excellence as of June 30,
2011, and the related statements of activities and cash flows for the year then ended. These financial statements are the
responsibility of the Organization's management. 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 of 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 includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Charter
School of Educational Excellence as of June 30, 2011, and the changes in its net assets and its cash flows for the year then ended,
in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 28, 2011, on our consideration
of Charter School of Educational Excellence'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 an
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 and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements. The schedule of functional
expenses on page 12 is presented for purposes of additional analysis and is not a required part of the financial statements. The
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required
part of the basic 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 basic 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 basic financial statements as a whole.
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Charter School of Educational Excellence
Statement of Financial Position
June 30, 2011

ASSETS

Current Assets
Cash and Cash Equivalents

Cash - Construction, Restricted and Debt Service Accounts

Due from Government Agencies (Note 3)
Prepaid Expenses

Total Current Assets
Fixed Assets
Leasehold Improvements
Construction in Progress
Equipment, Furniture and Fixtures
Less: Accumulated Depreciation
Total Fixed Assets
Other Assets
Security Deposits
Deferred Financing Cost, Net (Note 4)

Total Other Assets

Total Assets

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts Payable and Accrued Expenses
Accrued Payroll and Related Expenses
Unearned Revenue
Accrued Interest
Loans Payable, Current Portion (Note 7)

Total Current Liabilities
Long-Term Liabilities
Loans Payable, Net of Current Portion (Note 7)
Bonds Payable (Note 8)
Total Long-Term Liabilities

Total Liabilities

Net Assets
Unrestricted Net Assets (Deficit)

Total Net Assets

Total Liabilities and Net Assets

See accompanying notes and independent auditors' report.

(2)

S 960,921
3,768,030
254,614
72,271

5,055,836

3,146,287
6,004,708

522,244

9,673,239

(1,298,780)

8,374,459

24,567

836,124
860,691

$ 14,290,986

S 92,367
468,289
35,141
162,060

113,605

871,462

1,100,841

12,445,000
13,545,841

14,417,303

(126,317)
(126,317)

$ 14,290,986



Charter School of Educational Excellence

Statement of Activities

For the year ended June 30, 2011

PUBLIC SUPPORT AND REVENUE

Resident Student Enrollment
Food Service
Federal Funding
State Funding
Corporate Contributions
Interest Income
Total Public Support and Revenue
Net Assets Released From Restrictions
Total Support and Revenue
EXPENSES
Program Services

Regular Education
Special Education

Supporting Services
Management and General
Total Expenses
Change in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

(3)

Temporarily

Unrestricted Restricted Total
S 6,210,861 S - 6,210,861
- 272,217 272,217
- 264,633 264,633
- 55,804 55,804
3,485 - 3,485
976 - 976
6,215,322 592,654 6,807,976
592,654 (592,654) -
6,807,976 - 6,807,976
5,265,605 - 5,265,605
305,348 - 305,348
5,570,953 - 5,570,953
1,122,182 - 1,122,182
6,693,135 - 6,693,135
114,841 - 114,841
(241,158) - (241,158)
$  (126,317) $ - (126,317)

See accompanying notes and independent auditors' report.



Charter School of Educational Excellence
Statement of Cash Flows
For the year ended June 30, 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Change in Net Assets S 114,841
Adjustments to Reconcile Change in Net Assets to
Net Cash Provided by Operating Activities:
Depreciation and Amortization 279,910
Changes in Assets and Liabilities
(Increase) / Decrease in:
Due from Government Agencies 36,185
Prepaid Expenses (6,233)
Increase / (Decrease) in:

Accounts Payable and Accrued Expenses (49,073)

Accrued Payroll and Related Expenses 120,059

Unearned Revenue 35,141
Management Fee Payable (124,683)

Accrued Interest 162,060

Total Adjustments 453,366

Net Cash Provided by Operating Activities 568,207

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of Fixed Assets (5,706,101)

Net Cash Used In Investing Activities (5,706,101)

CASH FLOWS FROM FINANCING ACTIVITIES:

Payments of Capital Lease Obligation (4,888)

Advances from Bonds 12,445,000
Payments for Bond Costs (853,506)

Payments of Loans Payable

(1,771,339)

Net Cash Provided By Financing Activities 9,815,267

NET INCREASE IN CASH 4,677,373

CASH - BEGINNING OF YEAR 51,578

CASH - END OF YEAR S 4,728,951
Supplemental Disclosures:

Cash paid during the year for interest S 731,481

See accompanying notes and independent auditors' report.



Charter School of Educational Excellence
Notes to the Financial Statements
June 30, 2011

NOTE 1 - ORGANIZATION

Charter School of Educational Excellence (the “School”) is a New York education corporation incorporated by
the Board of Regents of the University of the State of New York (the "Board of Regents") under Article 56 of the
New York Education Law. The School a non-profit corporation operating from 260 Warburton Avenue, in
Yonkers, New York. The School educates children in a completely nondiscriminatory and secular basis. The
founders and supporters of the School believe that access to a public education of high quality for all children is
the foremost issue. The School was originally chartered during April 2004 and opened with students from
Kindergarten through 4t graders and thereafter added a grade per year through 6t graders. In January 2009,
the School successfully received a renewal of its charter from its charter authorizer, the New York State
Education Department that expires in January 2014. In April 2010, the charter authorizer approved the addition
of 7th grade for the school year beginning September 2010 and an 8th grade for the school year beginning
September 2011. The revised charter authorization expands the enrollment to 669 students.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements have been prepared using the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America. Revenues are recognhized when
earned and expenses are recognized when incurred.

Financial Statement Presentation
The net assets of the School and changes therein are classified and reported as follows:

Unrestricted Net Assets - Net assets that are not subject to donor imposed restrictions.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed restrictions that may or will be met,
either by actions of the School and/or the passage of time.

Use of Estimates in the Preparation of Financial Statements

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 certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Contributions

The School records contributions received as unrestricted, temporarily restricted, or permanently restricted
support, depending on the existence and/or nature of any donor restrictions. Support that is restricted by the
donor is reported as an increase in unrestricted net assets if the restriction expires in the reporting period in
which the support is recognized. All other donor restricted support is reported as an increase in temporarily or
permanently restricted net assets, depending on the nature of the restriction. When a restriction expires, that
is, when a stipulation time restriction ends or purpose restriction is accomplished, temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions. All contributions received in the year ended 2011 were unrestricted.

Recognition of Revenue
Government contract revenue is recognized as earned in the period services are provided and costs are
incurred.

Cash and Cash Equivalents

For the purposes of the statement of cash flows, the School considers all highly liquid investments available for
current use with an initial period of three months or less to be cash equivalents.

(5)



Charter School of Educational Excellence
Notes to the Financial Statements
June 30, 2011

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Income Tax Status
The Organization is a not-for-profit corporation organized under the laws of the State of New York. It is exempt
from federal income taxes under Section 501 (c)(3) of the Internal Revenue Code.

Leasehold Improvements Furniture and Fixtures, and Equipment

Leasehold improvements, furniture and equipment are valued at cost less accumulated depreciation. Depreciation
is computed on a straight line basis over the estimated useful lives of the related assets or the term of the lease
agreement. Normal replacement and maintenance costs are charged to earnings as incurred, and major renewals
and improvements are capitalized. Upon disposition, the cost and related accumulated depreciation is removed
from the accounts and the resulting gain or loss for the period. The School capitalizes assets with cost of $500 and
over. Depreciation is calculated based on the useful lives of the assets as follows: Leasehold Improvements 20
Years, Equipment, Furniture and Fixtures 3 - 10 Years.

Functional Allocation of Expenses
Expenses relating to more than one function are allocated to program service and management and general based
on employee time estimates or other appropriate usage factors.

Contributed Services

Contributed services that create or enhance nonfinancial assets, or that require specialized skills, are provided by
individuals possessing those skills, and would typically need to be purchased if not provided by donation, are
recorded at fair value in the period received.

A number of volunteers have made a contribution of their time to the School to develop academic and other

programs and to serve on the board of trustees. The value of this contributed time is not reflected in the financial
statements as such services either do not require specialized skills or would not typically be purchased had they

NOTE 3 — PUPIL ENROLLMENT AND OTHER REVENUES FROM GOVERMENT

Under the School’s Charter School Agreement and the Charter School Act, the School is entitled to receive funding
from both State and Federal sources that are available to public schools. These funds include State pupil
enrollment funds and Federal food subsidies and Title |, IIA, 1ID, IV and V funds. The calculation of the amounts to
be paid to the School under these programs is determined by the State, and is based on complex laws and
regulations, enrollment levels, and economic information related to the home school district of the children
enrolled in the school. If these regulations, some of which are relatively new in the State of New York, were to
change, or other factors included in the calculations were to change, the level of funding that the School receives
could vary significantly.

Amount due from government agencies and included as revenues in the statement of activities, consist of the
following as of June 30, 2011:

Resident Student Enrollment S 70,576
Federal Funding 158,527
State Funding 25,511

S 254,614

(6)



Charter School of Educational Excellence
Notes to the Financial Statements
June 30, 2011

NOTE 4 — DEFERRED FINANCING COST

Costs relating to obtaining the loan are capitalized and amortized over the term of the related debt using a
straight-line method. Total loan cost were $57,383 and accumulated amortization at June 30, 2010 was $15,941.
For the year ended June 30, 2011, the loans were paid in full and the unamortized financing costs of $41,442 were
removed from the related accounts and charged to operations.

The school incurred cost of $853,506 related to the Bond offering (See Note 8). The cost are amortized over the
term of the related debt (30 Years) using a straight-line method. Accumulated amortization at June 30, 2011 was
$17,382. Amortization expense costs charged to operations was $17,382 for 2011.

NOTE 5 — DEFINED CONTRIBUTION PLAN

The School offers a 401(k) plan (the "Plan”) for substantially all of its employees. Employees are eligible for the plan
immediately upon employment and participation in the Plan is voluntary. Employees may contribute up to 15% of
their annual compensation to the Plan, limited to a maximum annual amount as set periodically by the Internal
Revenue Service. The School matches the employee contribution 100% up to 4% of the employee’s total annual
compensation. The School’s contribution recognized in the statement of activities was $149,136 for 2011. The
Plan assets are held in a separate trust and are not included in the accompanying financial statements. All plan
assets are held for the exclusive benefit of the Plan’s participants and beneficiaries. The Plan assets are held in a
separate trust and are not included in the accompanying financial statements. All plan assets are held for the
exclusive benefit of the Plan’s participants and beneficiaries. The Principal Financial Group administers the plan
and is the acting custodian of the plan assets.

NOTE 6 — MANAGEMENT FEE PAYABLE

Victory Schools, Inc. ("VSI") manages the operations of the School under a management agreement entered into
by the School and VSI. The agreement was executed on March 30, 2004. Per the term of the agreement, VSI
assumes responsibility for task and functions associated with the educational services to be provided to the
children enrolled as student at the School in accordance with the term of the Charter and the Charter of Schools
Act, subject to the appropriate oversight from the school’s Board of Trustees.

In providing the above services as per the original agreement, VS| was to be paid a management fee in the amount
equal to product of the total full-time equivalent enroliment of students in the Charter School as defined under
Section 119.1 of New York State Commissioner of Education Regulations multiplied. The Per Pupil Fee shall be
increased or decreased each year by the percentage increase or decrease in the Final Adjusted Expense Per Pupil
for charter schools in the Yonkers City school district as calculated by the New York State Education Department
annually.

VSl is entitled to receive the management fees on a bi-monthly basis. Any VSI Fee, or portion thereof, not paid
within (30) days of its due date shall bear interest at an annualized rate of 7.5% per annum on the outstanding
past due amount, provided such past due payments are not as a result of the Yonkers School District’s failure to
timely remit the Adjusted Expense Per Pupil to the Charter School.

Effective July 1, 2010, the School and VSI have formally agreed to amend the management agreement. The new

fee will be $500,000 per year and will increase 4% each year until it expires at the end of the 2013/2014 school
year.

(7)



Charter School of Educational Excellence
Notes to the Financial Statements
June 30, 2011

NOTE 7 — LOANS PAYABLE

LOAN | - In July 2005, the School entered into a $1,500,000 loan payable with NCB Capital Impact for the
renovation, rehabilitation and construction of leasehold improvements to the facilities where the school is
located. The loan term is for fifteen years and bears interest at 8% per annum and matures on April 30, 2021. The
balance outstanding at June 30, 2010 was $1,239,153.

LOAN 1l - In October 2006, another similar loan with the same institution was obtained. The loan was for $480,000
and had a term that expired on December 31, 2009. NCB Capital Impact has extended the term on a month to
month basis with interest only payments bearing an interest rate of 8.25%. The balance outstanding as of June
30, 2010 was $427,130.

LOAN Il - In July 2007, the School converted the management fee payable, loan payable and the accrued interest
to a term loan with VSI (See Note 7 for details). The loan was for $1,493,186 and had a term of 120 months, with
interest payable monthly at 7.5% per annum and matures on June 2017.

The leasehold improvements and equipment, served as collateral for the NCB Capital Impact loans. Loans | and Il
were paid in full on November 19, 2010.

Year Ending
June 30, Amount

2012 S 113,605
2013 122,851
2014 132,850
2015 143,662
2016 155,354
Thereafter 546,124
1,214,446
Less Current Portion 113,605
Long-Term Portion S 1,100,841

NOTE 8 — BONDS PAYABLE

On November 1, 2010, The Yonkers Economic Development Corporation provided financing through the issuance
of $11,735,000 Tax-Exempt Educational Revenue Bonds (Charter School of Educational Excellence Project) (the
"Series 2010A Bonds"). The Series 2010A Bonds of $4,940,000 bear interest at 6.00% per annum and principal due
at maturity on October 15, 2030. The balance of the Series 2010A Bonds of $6,795,000, bear interest at 6.25% per
annum and principal due at maturity on October 15, 2040.

On November 1, 2010, The Yonkers Economic Development Corporation provided financing through the issuance
of $710,000 in Taxable Educational Revenue Bonds (Charter School of Educational Excellence Project (the "Series
2010B Bonds"), bearing interest rate at 8.00% per annum and principal due at maturity on October 15, 2016.

The proceeds of the Series 2010 bonds are to be used for the following purposes:

1) the constructional of educational facilities.

2) paying certain prior indebtedness (Loans | and Il)

3) paying certain capital expenditures and capitalized interest during contruction.
4)paying Series 2010 Bond issuance costs.

5) fund of a Bond Fund Deposit and Reserve Fund Deposit.

(8)



Charter School of Educational Excellence
Notes to the Financial Statements
June 30, 2011

NOTE 9 — COMMITMENTS AND CONTINGENCIES

Occupancy Lease
The School has entered into a non-cancelable operating lease for its classroom facilities that expires on June 30,
2019. Future monthly minimum lease payments as of June 30 are as follows:

Year Ending
June 30, Amount
2012 S 22,355
2013 23,026
2014 23,716
2015 24,428
2016 25,161

Audits by Funding Sources

The School participates in a number of Federal and State programs. These programs require that the School
complies with certain requirement of laws, regulations, contracts, and agreements applicable to the program in
which it participates. All funds expended in connection with government grants and contracts are subject to audit
by government agencies. While the ultimate liability, if any, from such audits of government and contracts by
government agencies is presently not determinable, it should not, in the opinion of the management, have a
material effect on the financial position or result of operations. Accordingly, no provision for any such liability that
may result has been made in the accompanying financial statements.

NOTE 10 — CONCENTRATION OF RISK

The School is dependent on various government agencies for funding, and is responsible for meeting the
requirements of such agencies. If the school was to lose students or the related government funding, it could have
a substantial effect on its ability to continue operations.

NOTE 11 — SUBSEQUENT EVENTS

The School evaluates events occurring after the date of the financial statements to consider whether or not the
impact of such events needs to be reflected or disclosed in the financial statements. Such evaluation is performed

through the date the financial statements are available for issuance, which was October 28, 2011, for these
financial statements.

(9)
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Charter School of Educational Excellence
Schedule of Functional Expenses
For the year ended June 30, 2011

Regular Special Total Support
Education Education Programs Services Total
Personnel Service Costs
Administrative Staff Personnel S 447,896 S 25,973 S 473,869 S - S 473,869
Instructional Personnel 1,772,043 102,760 1,874,803 - 1,874,803
Non-Instructional Personnel - - - 230,556 230,556
Total Personnel Costs 2,219,939 128,733 2,348,672 230,556 2,579,228
Fringe Benefits 385,212 22,338 407,550 40,007 447,557
Payroll Taxes 208,477 12,089 220,566 21,652 242,218
Retirement Benefits 128,361 7,444 135,805 13,331 149,136
Total Personnel and Related Expenses 2,941,989 170,604 3,112,593 305,546 3,418,139
Operating Expenses

Management Fee - - - 500,000 500,000
Legal - - - 108 108
Consultants - Education 16,555 960 17,515 1,719 19,234
Food 190,448 11,044 201,492 19,779 221,271
Insurance 29,026 1,683 30,709 52,706 83,415
Supplies and Materials 131,579 7,630 139,209 13,665 152,874
Technology 32,285 1,872 34,157 3,353 37,510
Occupancy 303,898 17,623 321,521 31,562 353,083
Utilities 67,096 3,891 70,987 6,968 77,955
Staff Development 152,032 8,816 160,848 15,790 176,638
Marketing and Recruitment 2,818 163 2,981 293 3,274
Auditing Fees - - 25,500 25,500
Office Expenses 17,312 1,004 18,316 1,798 20,114
Maintenance and Repairs 117,470 6,812 124,282 12,200 136,482
Equipment and Furnishings 34,456 1,998 36,454 3,578 40,032
Transportation 320,153 18,565 338,718 33,250 371,968
Amortization 50,630 2,936 53,566 5,258 58,824
Depreciation 190,288 11,035 201,323 19,763 221,086
Interest Expense 629,585 36,509 666,094 65,387 731,481
Other Expenses 37,985 2,203 40,188 3,959 44,147
Total Operating Expenses 2,323,616 134,744 2,458,360 816,636 3,274,996
TOTAL EXPENSES S 5,265,605 S 305,348 S 5,570,953 S 1,122,182 S 6,693,135

(11)



Charter School of Educational Excellence
Schedule of Expenditures of Federal Awards

and Accompanying Notes
For the year ended June 30, 2011
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Charter School of Educational Excellence
Schedule of Expenditures of Federal Awards
For the year ended June 30, 2011

FEDERAL GRANTOR/
PASS-THROUGH FEDERAL
GRANTOR/PROGRAM TITLE CFDA FEDERAL
NUMBER EXPENDITURES
U.S. DEPARTMENT OF EDUCATION
TITLE | GRANTS TO LOCAL EDUCATIONAL AGENCIES 84.010 S 251,835
Pass - Through from the New York State
Education Department
IMPROVING TEACHER QUALITY STATE GRANTS 84.367
Pass - Through from the New York State
Education Department 12,799
TOTAL U.S. DEPARTMENT OF EDUCATION 264,634
U.S. DEPARTMENT OF AGRICULTURE (USDA)
SCHOOL BREAKFAST PROGRAM 10.553
Pass - Through from the New York State
Education Department 93,153
NATIONAL SCHOOL LUNCH PROGRAM 10.555
Pass - Through from the New York State
Education Department 160,254
TOTAL U.S. DEPARTMENT OF AGRICULTURE (USDA) 253,407
TOTAL EXPENDITURES OF FEDERAL AWARDS S 518,041

(13)
See accompanying notes and independent auditors' report.



Charter School of Educational Excellence
Notes to Schedule of Expenditures of Federal Awards
For the year ended June 30, 2011

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Charter
School of Educational Excellence, under programs of the federal government for the year ended June 30,
2011. The information in this schedule is presented in accordance with the requirements of Office of
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Because the schedule presents only a selected portion of the operations of Charter School of
Educational Excellence, it is not intended to and does not present the financial position, changes in net assets,
or cash flows of the entity.

NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in OMB Circular A-122, Cost Principles for Non-profit
Organizations, wherein certain types of expenditures are not allowable or are limited as to reimbursement.
Pass-through entity identifying numbers are presented where available.

(14)



Charter School of Educational Excellence
Summary Schedule of Prior Year Audit Findings
For the year ended June 30, 2011

Section Il — Financial Statement Findings
There were no reported findings for the year ended June 30, 2010.
Section Ill — Federal Award Findings and Questioned Costs

Initial audit under OMB Circular A-133

(15)
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Certified Public Accountants and Consultants

Report on Internal Control Over Financial Reporting and On Compliance
and Other Matters Based on an Audit of Financial Statements Performed
Accordance with Government Auditing Standards

To the Board of Trustees of
Charter School of Educational Excellence
Bronx, New York

We have audited the financial statements of Charter School of Educational Excellence as of and for the year ended June 30, 2011
and have issued our report thereon dated October 28, 2011. 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.

Internal Control over Financial Reporting

Management of Charter School of Educational Excellence is responsible for establishing and maintaining effective internal control
over financial reporting. In planning and performing our audit, we considered Charter School of Educational Excellence's internal
conrol over financial reporting as a basis for designing our audting procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Charter School of Educational
Excellence's internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of Charter
School of Educational Excellence's internal control over financial reporting.

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.

Our consideration of internal control over financial reporting 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 deficiencies,
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over financial reporting that
we consider to be material weaknesses, as defined above.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether Charter School of Educational Excellence'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 instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards and are described in the accompanying schedule of findings and
questioned costs as item 2011-1.
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We noted certain matters that we reported to management of Charter School of Educational Excellence in a separate letter dated
October 26, 2011.

Charter School of Educational Excellence's response to the findings identified in our audit are described in the accompanying
schedule of findings and responses. We did not audit Charter School of Educational Excellence's response and, accordingly, we
express no opinion on it.

This report is intended solely for the information and use of management, Board of Trustees, others within the entity, the New
York City Department of Education, the Charter Schools Institute of the State University of New York, and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified parties.

New City, New York
October 28, 2011
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Certified Public Accountants and Consultants

Report on Compliance With Requirements That Could Have a Direct
and Material Effect on Each Major Program and on Internal Control
Over Compliance in Accordance with OMB Circular A-133

To the Board of Trustees of
Charter School of Educational Excellence
Bronx, New York

Compliance

We have audited Charter School of Educational Excellence's compliance with the types of compliance requirements described in
the OMB Circular A-133 Compliance Supplement that could have a direct and material efffect on each of Charter School of
Educational Excellence's major federal programs for the year ended June 30, 2011. Charter School of Educational Excellence's
major federal programs are identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major
federal programs is the responsibility of Charter School of Educational Excellence's management. Our responsibility is to express
an opinion on Charter School of Educational Excellence's compliance based on our audit.

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 OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 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 Charter School of Educational Excellence'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. Our audit does not provide a legal determination of Charter
School of Educational Excellence's compliance with those requirements.

In our opinion, Charter School of Educational Excellence complied, in all material respects, with the 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,

2011.

Internal Control over Compliance

Management of Charter School of Educational Excellence is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts and grants applicable to federal programs. In planning and
performing our audit, we considered Charter School of Educational Excellence's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program to determine the auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over compliance in accordance with
OMB Circular A-133, 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 Charter School of Educational Excellence's internal control over
compliance.
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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.

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 deficiences, significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that we consider to
be material weaknesses, as defined above.

This report is intended solely for the information and use of management, Board of Trustees, others within the entity, the New
York City Department of Education, the Charter Schools Institute of the State University of New York, and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified parties.

New City, New York
October 28, 2011



Charter School of Educational Excellence
Schedule of Findings and Questioned Costs
For the year ended June 30, 2011

Section | - Summary of Auditor's Results

Financial Statements
Type of auditor's report issued: Unqualified
Internal control over financial reporting:
Material weakness(es) identified? Yes _ v No
Significant deficiency(ies) identified? Yes _ Nonereported
Noncompliance material to financial statements noted? Yes _« No
Federal Awards

Internal control over major programs:
Material weakness(es) identified? Yes _ v  No

Significant deficiency(ies) identified? Yes _« None reported

Type of auditor's report issued on compliance
for major programs: Unqualified

Any audit findings disclosed that are required to
be reported in accordance with section 510(a) of
Circular A-133? Yes v No

Identification of major programs:

CFDA Number Name of Federal Program or Cluster:

84.010 TITLE | GRANTS TO LOCAL EDUCATIONAL AGENCIES
10.553 SCHOOL BREAKFAST PROGRAM
10.555 NATIONAL SCHOOL LUNCH PROGRAM

Dollar threshold used to distinguish between
type A and type B programs: $300,000

Auditee qualified as low-risk auditee? No
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Charter School of Educational Excellence
Schedule of Findings and Questioned Costs
For the year ended June 30, 2011

Section Il - Financial Statement Findings

Finding 2011-1

Criteria:

In accordance with New York State Education Department (NYSED), schools are to maintain student files
containing documentation supporting verifiable legal residence, student age, immunization, homeless status
and other data collection.

Statement of Condition:
The student files tested did not have all the required documentation. Out of the forty-three files tested, twelve
were in full compliance and thirty-one had partial acceptable documentation.

Context:
A sample of forty-three student files were selected to verify the registration and other documents were
complete.

Effect:
Noncompliance with provisions of the NYSED for maintaining all required student documentation.

Cause:
Quality review procedures not consistently or adequately maintained by charter school staff or managment
agent engaged to assist in providing administrative and accounting services for the charter school.

Recommendation:

Enforce quality review procedures and oversight to sendure that each file maintained by the charter school is
adequately supported by required documentation and in compliance with New York State Education
Departmetn guidelines.

Management's Response and Corrective Action Plan:
Management concurrs with the finding and is in the process of evaluating and updating its procedures to
ensure that all required student information will be documented.

Section lll - Federal Award Findings and Questioned Costs

The audit revealed no findings nor questioned costs.
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