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INDEPENDENT AUDITOR’S REPORT 
 
 
 
Board of Trustees 
Public Prep Charter School Academies 
 
Report on the Consolidated Financial Statements 
 
We have audited the accompanying consolidated financial statements of Public Prep Charter School Academies 
(the “Organization”), which comprise the consolidated statement of financial position as of June 30, 2018 and the 
related consolidated statements of activities and changes in net assets, functional expenses, and cash flows for the 
year then ended, and the related notes to the consolidated financial statements.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated 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 consolidated financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the consolidated 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 consolidated 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 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 consolidated financial statements.  
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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 consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of Public Prep Charter School Academies as of June 30, 2018, and the changes in its net assets, 
functional expenses and its cash flows for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 
 
 Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated October 31, 2018 on our 
consideration of Public Prep Charter School Academies’ 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 Government Auditing 
Standards in considering Public Prep Charter School Academies’ internal control over other financial reporting and 
compliance. 
 
Report on Summarized Comparative Information 
 
We have previously audited Public Prep Charter School Academies’ consolidated financial statements as of and for 
the year ended June 30, 2017, and we expressed an unmodified audit opinion on those audited consolidated 
financial statements in our report dated October 17, 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 
consolidated financial statements from which it has been derived. 
 
 

 
 
 
Rochester, New York 
October 31, 2018

kdebellis
SECOND PAGE



 

- 5 - 

PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
 

JUNE 30, 2018 
(With Comparative Totals for 2017) 

 
 

ASSETS 2018 2017

CURRENT ASSETS   
  Cash 2,787,502$    2,497,441$    
  Cash in escrow 175,114         2,431,009      
  Grants and contracts receivable 2,584,738      1,840,416      
  Prepaid expenses and other current assets 86,363           469,936         
  Related party receivables, net 444,812         501,411         

TOTAL CURRENT ASSETS 6,078,529      7,740,213      
  

OTHER ASSETS
  Property and equipment, net 4,477,322      2,168,372      
  Security deposit 495,000         495,000         

4,972,322      2,663,372      

TOTAL ASSETS 11,050,851$  10,403,585$  

LIABILITIES AND NET ASSETS
  

CURRENT LIABILITIES   
  Accounts payable and accrued expenses 806,274$       818,552$       
  Accrued payroll and benefits 2,473,400      2,511,739      
  Deferred revenue 235,859         42,468           
 Current portion of deferred lease incentive 26,004           -                     

TOTAL CURRENT LIABILITIES 3,541,537      3,372,759      

DEFERRED LEASE INCENTIVE 91,408           -                     

NET ASSETS
  Unrestricted 7,142,738             7,010,825 
  Temporarily restricted 275,168         20,001           

TOTAL NET ASSETS 7,417,906      7,030,826      

TOTAL LIABILITIES AND NET ASSETS 11,050,851$  10,403,585$  

June 30, 

 
 
 
 
 
The accompanying notes are an integral part of the consolidated financial statements. 
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS 
 

YEAR ENDED JUNE 30, 2018 
(With Comparative Totals for 2017) 

 
 
 

2017
Temporarily    

Revenue, gains and other support:  Unrestricted     restricted  Total  Total 
  Public school district:
    Resident student enrollment  $  25,543,788  $                   -  $  25,543,788  $  23,390,368 
    Students with disabilities        3,994,481                       -        3,994,481        3,682,054 
  Grants and contracts:
    State and local        1,220,504                       -        1,220,504        1,095,135 
    Federal - Title and IDEA        1,439,614                       -        1,439,614           952,521 
    Federal - other           186,084                       -           186,084           298,730 

TOTAL REVENUE, GAINS AND
OTHER SUPPORT      32,384,471                       -      32,384,471      29,418,808 

Expenses:    
  Program services:
    Regular education      22,329,127                       -      22,329,127      19,709,526 
    Special education        6,609,842                       -        6,609,842        5,749,820 
    Pre-K           358,688                       -           358,688           337,186 
  Total program services      29,297,657                       -      29,297,657      25,796,532 
  Management and general        2,821,691                       -        2,821,691        2,414,849 
  Fundraising and special events             38,165                       -             38,165             26,736 

TOTAL OPERATING EXPENSES      32,157,513                       -      32,157,513      28,238,117 
SURPLUS FROM 

SCHOOL OPERATIONS           226,958                          -              226,958        1,180,691 

Support and other revenue:
  Contributions:
    Foundations                       -           259,800           259,800           170,600 
    Individuals             60,100                       -             60,100        1,842,201 
    Corporations               5,600                       -               5,600           188,158 
  Fundraising                       -                       -                       -               1,985 
  Interest income                  967                       -                  967                    42 
  Other income               1,145                       -               1,145                    50 
  Loss on abandonment of lease         (167,490)                       -         (167,490)         (352,871)
  Net assets released from restriction               4,633             (4,633)                       -                       - 

TOTAL SUPPORT AND OTHER REVENUE           (95,045)           255,167           160,122        1,850,165 

CHANGE IN NET ASSETS           131,913           255,167           387,080        3,030,856 

Net assets at beginning of year        7,010,825             20,001        7,030,826        3,999,970 

NET ASSETS AT END OF YEAR  $    7,142,738  $       275,168  $    7,417,906  $    7,030,826 

 Year ended June 30, 
2018

 
 
 
 
The accompanying notes are an integral part of the consolidated financial statements. 
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES 
 

YEAR ENDED JUNE 30, 2018 
(With Comparative Totals for 2017) 

 
 
 

Management Fundraising
No. of Regular Special and and special

Positions Education Education Pre-K Sub-total general events Sub-total 2018 2017
Personnel services costs:
  Administrative staff personnel 60              2,369,380$         513,421$            -$                        2,882,801$         1,505,535$         -$                        1,505,535$         4,388,336$      3,812,092$      
  Instructional personnel 258            10,604,858         3,561,134           258,141              14,424,133         -                          -                          -                          14,424,133      13,064,692      
  Non-instructional personnel 3                25,139                7,479                  -                          32,618                -                          -                          -                          32,618             40,936             

Total personnel services costs 321            12,999,377         4,082,034           258,141              17,339,552         1,505,535           -                          1,505,535           18,845,087      16,917,720      
                     

Fringe benefits and payroll taxes 2,950,968           925,068              70,137                3,946,173           342,256              -                          342,256              4,288,429        3,690,596        
Retirement 199,153              60,020                2,391                  261,564              22,445                -                          22,445                284,009           377,565           
Management company fees 2,766,046           630,564              -                          3,396,610           381,641              38,165                419,806              3,816,416        2,673,596        
Accounting / audit services -                          -                          -                          -                          53,834                -                          53,834                53,834             44,510             
Other purchased / professional / consulting services 203,606              48,368                490                     252,464              264,961              -                          264,961              517,425           845,423           
Repairs and maintenance 99,392                40,332                -                          139,724              14,947                -                          14,947                154,671           77,874             
Insurance 95,926                30,112                -                          126,038              14,196                -                          14,196                140,234           128,867           
Utilities 129,313            40,645              -                        169,958            15,029              -                        15,029              184,987           250,107           
Supplies / materials 711,310            171,278            10,720              893,308            -                        -                        -                        893,308           892,758           
Equipment / furnishings 45,083              13,363              -                        58,446              2,286                -                        2,286                60,732             56,132             
Staff development 653,510            152,456            740                   806,706            4,372                -                        4,372                811,078           765,319           
Marketing / recruiting 55,926              17,327              450                   73,703              6,371                -                        6,371                80,074             24,767             
Technology 59,085              14,179              -                        73,264              37,234              -                        37,234              110,498           27,268             
Food service 28,476              7,164                -                        35,640              -                        -                        -                        35,640             78,588             
Student services 554,874            127,407            2,926                685,207            20,059              -                        20,059              705,266           360,900           
Office expense 291,612            96,603              -                        388,215            43,810              -                        43,810              432,025           297,368           
Depreciation and amortization 485,470           152,922           12,693             651,085           55,729             -                       55,729             706,814           728,759           
Other                        -                        -                        -                        -               36,986                        -               36,986               36,986                        - 

22,329,127$    6,609,842$      358,688$         29,297,657$    2,821,691$      38,165$           2,859,856$      32,157,513$    28,238,117$    

Program Services Supporting Services
Total

Year ended June 30,

 
 
 
 
 
 
 
 
 
The accompanying notes are an integral part of the consolidated financial statements. 
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

CONSOLIDATED STATEMENT OF CASH FLOWS 
 

YEAR ENDED JUNE 30, 2018 
(With Comparative Totals for 2017) 

 
 

2018 2017
CASH FLOWS - OPERATING ACTIVITIES     
  Change in net assets 387,080$        3,030,856$    
  Adjustments to reconcile change in net assets to net cash    
   provided from operating activities:    
      Depreciation and amortization 706,814          728,759         
      Loss on abandonment of lease 167,490         352,871         
      Changes in certain assets and liabilities affecting operations:    
        Grants and other contracts receivable (744,322)         (541,528)        
        Prepaid expenses and other current assets 383,573         (23,124)          
        Related party receivables and payables 56,599           (563,531)        
        Accounts payable and accrued expenses (12,278)          95,927           
        Accrued payroll and benefits (38,339)          139,900         
        Deferred revenue 193,391          14,137           
        Deferred lease incentive 117,412         -                     

NET CASH PROVIDED FROM    
OPERATING ACTIVITIES 1,217,420       3,234,267      

 
CASH FLOWS - INVESTING ACTIVITIES  
  Purchases of property and equipment (3,183,254)      (987,451)        
  Changes in cash in escrow 2,255,895      (2,256,009)     
  Security deposit -                     (433,202)        

NET CASH USED FOR    
INVESTING ACTIVITIES (927,359)         (3,676,662)     

 
NET INCREASE (DECREASE) IN CASH 290,061          (442,395)        

   
Cash at beginning of year 2,497,441       2,939,836      

CASH AT END OF YEAR 2,787,502$     2,497,441$    

Year ended June 30,

 
 
 
 
 
 
 
 
The accompanying notes are an integral part of the consolidated financial statements. 
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NOTE A:  THE ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Basis of presentation 
The accompanying consolidated financial statements include the accounts of Girls Preparatory Charter School 
of New York (“Girls Prep LES”), Boys Preparatory Charter School of New York (“Boys Prep”), Girls 
Preparatory Charter School of the Bronx (“Girls Prep Bronx”), PrePrep: the Joan Ganz Cooney Early Learning 
Program (“PrePrep”), collectively forming Public Prep Charter School Academies, and Friends of Girls 
Preparatory Charter School of New York, Inc. (“Friends”), (collectively referred to as the “Organization”).  The 
Organization is presenting consolidated financial statements because they have a common Board of Trustees 
and economic interest.  All intercompany balances and transactions have been eliminated in the accompanying 
consolidated financial statements. 

 
The Organization 
Public Prep Charter School Academies is an education corporation that has authority to operate the Charter 
Schools as described below.  Friends was organized under the laws of the State of New York as a not-for-profit 
corporation under subparagraph (a)(5) of Section 102 of the Not-For-Profit Corporation law.   

 
Girls Prep LES operates in the borough of Manhattan, New York.  On March 23, 2004, the Board of Regents of 
the University of the State of New York granted Girls Prep LES a provisional charter valid for a term of five 
years and renewable upon expiration.  Girls Prep LES obtained a renewal through June 30, 2020. 

 
Boys Prep operates in the borough of Bronx, New York.  On December 14, 2010, the Board of Regents of the 
University of the State of New York granted Boys Prep a provisional charter valid for a term of five years and 
renewable upon expiration.  Boys Prep obtained a renewal through July 31, 2019. 

 
Girls Prep Bronx operates in the borough of Bronx, New York.  On February 23, 2009, the Board of Regents of 
the University of the State of New York granted Girls Prep Bronx a provisional charter valid for a term of five 
years and renewable upon expiration.  Girls Prep Bronx obtained a renewal through July 31, 2022. 

 
Each of the Charter Schools were established to prepare underserved elementary and middle school students for 
higher education, civic involvement and lifelong success through a structured, caring environment of high 
academic expectations. 

 
PrePrep operates in the borough of Bronx, New York.  The Organization obtained approval from the New York 
City Department of Education to open a Pre-K program.  The contract authorized operation of a universal 
prekindergarten program for a term of three years through June 30, 2018 and was renewable for two years upon 
expiration. In 2018, PrePrep obtained a renewal through June 30, 2020.   
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NOTE A:  THE ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Cont’d 
 

Financial Statement presentation 
The financial statements of the Organization have been prepared on the accrual basis of accounting in 
conformity with accounting principles generally accepted in the United States of America (GAAP).  The 
Organization reports information regarding its financial position and activities according to three classes of net 
assets: unrestricted net assets, temporarily restricted net assets and permanently restricted net assets. 

 
These classes of net assets are defined as follows: 

 
Permanently restricted – Net assets resulting from contributions and other inflows of assets whose use by the 
Organization is limited by donor-imposed stipulations that neither expire by passage of time nor can be 
fulfilled or otherwise removed by actions of the Organization.  The Organization had no permanently 
restricted net assets at June 30, 2018 or 2017. 

 
Temporarily restricted – Net assets resulting from contributions and other inflows of assets whose use by the 
Organization is limited by donor-imposed stipulations that either expire by passage of time or can be fulfilled 
and removed by actions of the Organization pursuant to those stipulations.  As of June 30, 2018, the 
Organization had temporarily restricted net assets of $275,168 which were restricted to use for eyeglasses,  
literacy programs, and science labs.  As of June 30, 2017, the Organization had temporarily restricted net 
assets of $20,001 which were restricted to use for eyeglasses, literacy programs, field trips, and counseling.   

 
Unrestricted – The net assets over which the Governing Board has discretionary control to use in carrying on 
the Organization’s operations in accordance with the guidelines established by the Organization.  The Board 
may designate portions of the current unrestricted net assets for specific purposes, projects or investment. 

 
Revenue and support recognition 
Revenue from state and local governments resulting from the Organization’s charter status and based on the 
number of students enrolled 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 Organization when 
qualifying expenditures are incurred and billable. 

 
Contributions are recognized as revenue in the period the pledge is received and documented. 
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NOTE A:  THE ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Cont’d 
 

Contributions 
Contributions and unconditional promises to give are recorded as unrestricted, temporarily or permanently 
restricted support depending on the existence of any donor restrictions.  A contribution that is received and 
expended in the same period for a specific purpose is classified as unrestricted revenue. 

 
Contributions are recorded as restricted support if they are received with donor stipulations that limit the use of 
the donated assets.  When a donor restriction expires, that is, when a stipulated purpose restriction is 
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the 
statement of activities and changes in net assets as net assets released from restrictions. 

 
Cash  
Cash balances are maintained at certain financial institutions located in New York and are insured by the FDIC 
up to $250,000 at each institution.  In the normal course of business, the cash account balances at any given 
time may exceed insured limits.  However, the Organization has not experienced any losses in such accounts 
and does not believe it is exposed to significant risk in cash. 

 
Cash in escrow 
The Organization maintains cash in escrow accounts for dissolution reserves in accordance with the terms of 
their charter agreements.  The amount in escrow for dissolution as of June 30, 2018 and 2017 was $175,114 and 
$175,009, respectively.  The escrow is restricted to fund legal and other costs related to the dissolution of the 
Organization.  As of June 30, 2017, Boys Prep had an additional balance of $2,256,000 in escrow related to the 
construction of a facility, see Note C.   The Organization had no additional escrow balance at June 30, 2018.   

 
Grants and contracts receivable 
Grants and contracts receivable are stated at the amount management expects to collect from outstanding 
balances.  Management provides for probable uncollectible amounts based on its assessment of the current status 
of individual receivables from grants, agencies and others.  Balances that are still outstanding after management 
has used reasonable collection efforts are written off against the allowance for doubtful accounts.  There was no 
allowance for doubtful accounts at June 30, 2018 or 2017. 

 
Property and equipment 
Property and equipment are recorded at cost.  Depreciation and amortization are computed using the straight-
line method on a basis considered adequate to depreciate the assets over their estimated useful lives, which 
range from three to ten years.  Leasehold improvements are amortized over the lesser of the lease term or useful 
life. 

  



PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, Cont'd 
 

JUNE 30, 2018 
(With Comparative Totals for 2017) 

 
 

- 12 - 

NOTE A:  THE ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Cont’d 
 

Tax exempt status 
The Organization is a tax-exempt organization under section 501(c)(3) of the Internal Revenue Code and 
applicable state regulations and, accordingly, is exempt from federal and state taxes on income. 

 
The Charter School files Form 990 tax returns in the U.S. federal jurisdiction.  The tax returns for the years 
ended June 30, 2015 through June 30, 2018 are still subject to potential audit by the IRS.  Management of the 
Charter School believes it has no material uncertain tax positions and, accordingly it has not recognized any 
liability for unrecognized tax benefits. 

 
Contributed services 
The Organization receives contributed services from volunteers to serve on the Board of Trustees.  In addition, 
the Organization received transportation services, special education services and speech therapy instruction for 
the students from the local district.  The Charter School was unable to determine a value for these services. 

 
Marketing and recruiting costs 
The Organization expenses marketing and recruiting costs as they are incurred.  Total marketing and recruiting 
costs approximated $80,100 and $24,800 for the years ended June 30, 2018 and 2017, respectively. 

 
Deferred revenue 
The Organization records grant revenue as deferred revenue until it is expended for the purpose of the grant, at 
which time it is recognized as revenue. 

 
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 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 revenue and expenses during the reporting period.  Actual results could 
differ from those estimates. 

 
Reclassifications 
Certain prior year amounts have been reclassified to conform with the current year presentation. 

 
Subsequent events 
The Organization has conducted an evaluation of potential subsequent events occurring after the statement of 
financial position date through October 31, 2018, which is the date the financial statements are available to be 
issued.  Except as described in Note C and I, no subsequent events requiring disclosure were noted. 
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NOTE B:  RELATED PARTY TRANSACTIONS 
 

The Organization has related party receivables from and payables to one related organization, Public 
Preparatory Network, Inc.  Public Preparatory Network, Inc., a not-for-profit organization, provides 
management and other administrative support services to the Organization.  The Organization entered into an 
agreement with Public Preparatory Network, Inc., dated September 30, 2014, under which the Organization 
paid an annual service fee of 12% of the year end student enrollment full time equivalents multiplied by the 
approved per pupil operating expenses for the school year.  For the year ended June 30, 2018 and forward the 
fee was increased from 12% to 15%, plus a separate flat fee of $50,000 of special education funding was added.  
For the year ending June 30, 2019, the $50,000 of special education funding will be applied to each campus, for 
a total of $250,000.  The term of the agreement is concurrent with the initial charter term and can be extended 
for subsequent three year periods if desired.  The fee incurred for the years ended June 30, 2018 and 2017 was 
$3,816,416 and $2,673,596, respectively.   

 
Amounts due (to) from these related parties as of June 30, 2018 were as follows: 

 
PrePrep:

Girls Boys Girls the Joan Ganz Friends of Girls
Preparatory Preparatory Preparatory Cooney Preparatory 

Charter School Charter School Charter School Early Learning Charter School
of New York of New York of the Bronx Program of New York Eliminations Total

Due from (to) Public 
Preparatory Network, Inc.

15,829$          549,680$         (12,830)$         (107,867)$       -$                      -$                    444,812$        

Due from (to) Girls 
Preparatory Charter 
School of New York                       -        (1,209,858)             62,741           185,060                          -           962,057                       - 

Due from (to) Boys 
Preparatory Charter 
School of New York        1,209,858                        -        1,054,588                  890          (2,997,418)           732,082                       - 

Due from (to) Girls 
Preparatory Charter 
School of the Bronx            (62,741)        (1,054,588)                       -          (268,074)                          -        1,385,403                       - 

Due from (to) PrePrep: 
the Joan Ganz Cooney 
Early Learning Program

         (185,060)                  (890)           268,074                       -                          -            (82,124)                       - 

Due from (to) Friends of 
Girls Preparatory Charter 
School of New York -                      2,997,418        -                      -                      -                              (2,997,418)                       - 

977,886$        1,281,762$      1,372,573$     (189,991)$       (2,997,418)$      -$                    444,812$        
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NOTE B:  RELATED PARTY TRANSACTIONS, Cont’d 
 

Amounts due (to) from these related parties as of June 30, 2017 were as follows: 
 

PrePrep:
Girls Boys Girls the Joan Ganz

Preparatory Preparatory Preparatory Cooney Early
Charter School Charter School Charter School Learning
of New York of New York of the Bronx Program Eliminations Total

Due from (to) Public 
Preparatory Network, Inc. (18,004)$        650,870$       (28,484)$        (102,971)$      -$                   501,411$     

Due from (to) Girls 
Preparatory Charter School of 
New York                       -         (675,386)           (43,855)             47,875           671,366                       - 

Due from (to) Boys 
Preparatory Charter School of 
New York           675,386                       -           627,730                       -      (1,303,116)                       - 

Due from (to) Girls 
Preparatory Charter School of 
the Bronx             43,855         (627,730)                       -         (240,890)           824,765                       - 

Due from (to) PrePrep: the 
Joan Ganz Cooney Early 
Learning Program (47,875)          -                     240,890         -                     (193,015)        -                     

653,362$     (652,246)$    796,281$     (295,986)$    -$                 501,411$     
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NOTE C:  SCHOOL FACILITY 
 

As part of the New York City Chancellor’s Charter School Initiative, the New York City Department of 
Education has committed space to the Organization at no charge under a verbal agreement.   

 
In December 2016 Friends entered into a lease agreement with a third party for school facility space for use by 
Boys Prep. The Organization intends to execute a sublease between Friends and Public Prep Charter School 
Academies for the school facility space. The lease required a security deposit of $495,000 which was paid in 
fiscal 2017 by Boys Prep. The lease term is 35 years, which commenced upon occupancy in September 2018, 
with the option to renew the agreement for two renewal terms, the first for ten years and the second for four 
years. The current agreement provides for monthly payments of approximately $202,300 for the first year, 
increasing annually based upon the greater of the changes in the Consumer Price Index above a base year or a 
fixed percentage of 1.5%.  In accordance with the April 2018 lease amendment, these monthly payments will 
be reduced by $33,750 through April 2019 and may be further reduced after that if the completed facility space 
is not provided in accordance with the terms outlined in the agreement. Due to uncertainty, these rent 
reductions are not reflected in the future minimum payments below.  The landlord is in the process of making 
improvements to the space, including construction of additional space, the cost of which is to be shared 
between the landlord and Friends. This amount (anticipated at $6,250,000) is expected to be repaid to the 
landlord through a ten-year $3,000,000 loan with a fixed interest rate of 5%, and an eight-year $3,250,000 loan 
at an interest rate equal to the landlord’s rate of interest at the time of the landlord’s mortgage closing.  For 
purposes of the future minimum payments, an estimated interest rate of 5% is included in determining the 
payment amounts.  This estimated payment amount will change upon closing of the landlord’s mortgage in the 
future. Payment of the $3,000,000 loan commenced in September 2018, and payment of the $3,250,000 loan 
will commence in year three of the lease term.  The anticipated loan payments are included in the future 
minimum payments as shown below.  The lease required $2,256,000 to be deposited in an escrow account to be 
used toward construction and for Friends to pay up to $608,000 directly to the architect and up to $92,000 to 
the construction manager upon receipt of invoices.  As of June 30, 2018 and 2017, Boys Prep paid $589,838 
and $349,743, respectively, for architect fees which are included in construction in progress in the 
accompanying statement of financial position. During fiscal 2018, these improvements were transferred from 
Boys Prep to Friends in accordance with the lease agreement. 

 
Future minimum payments under this lease are estimated to be approximately as follows: 

 

Year ending June 30, Amount

2019 2,023,405$      
2020          3,302,713 
2021          3,931,334 
2022          4,065,026 
2023          4,117,286 

Thereafter      131,877,379 

149,317,143$  
 

 
During February 2018, terms were agreed to sublease a portion of the new Boys Prep facilities for a term of two 
years, beginning September 2018.  The anticipated rental income is $100,000 for year one, and $325,000 for 
year two.  
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NOTE D:  PROPERTY AND EQUIPMENT 
 

Property and equipment consist of the following: 
 

June 30, 
2018 2017

Furniture and fixtures 1,202,924$      1,068,238$    
Computer equipment 1,925,490        1,646,506      
Office equipment 1,311,069        1,294,694      
Web development 5,250               5,250             
Leasehold improvements 1,127,807        1,302,378      
Construction in progress 2,997,418        349,743         

8,569,958        5,666,809      
Less accumulated depreciation and amortization 4,092,636        3,498,437      

4,477,322$      2,168,372$    

 
At June 30, 2018 and 2017, $2,997,418 and $349,743, respectively, is included in construction in progress 
related to construction of the new Boys Prep facility, see Note C.  A portion of the facility was placed into 
service during September 2018, and the remainder is expected to be completed prior to commencement of the   
2019-2020 school year.  No provision for depreciation is made on construction in progress until such time as 
the relevant assets are completed and put into use.   

 
NOTE E:  OPERATING LEASES 
 

The Organization leases office equipment under non-cancelable lease agreements expiring at various dates 
through March 2023.  The future minimum payments on these agreements are as follows: 

 
Year ending June 30, Amount

2019 190,583$         
2020             157,956 
2021             139,068 
2022             127,969 
2023               54,370 

669,946$         

 
During fiscal 2018, existing leases for certain office equipment were bought out by a new vendor who provided 
a cash lease incentive to the Organization.  The deferred lease incentive associated with these buyouts will be 
amortized over five years (the term of the new leases) and is included in deferred lease incentive on the 
accompanying consolidated statement of financial position as of June 30, 2018.  Approximately $26,000 is 
expected to be recognized annually through 2022, with the remainder recognized in 2023. 
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NOTE F:  RETIREMENT PLAN 
 

The Organization sponsors a defined contribution 403(b) plan covering all regular employees.  The 
Organization matches employees’ contributions based on years of service, up to a maximum of 7.5% of base 
salary.  The Organization’s total contribution to the Plan for the years ended June 30, 2018 and 2017 was 
$284,009 and $377,565, respectively. 

 
NOTE G:  CONTINGENCY 
 

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

 
NOTE H:  CONCENTRATIONS 
 

At June 30, 2018 and 2017, approximately 61% and 70%, respectively of grants and contracts receivables are 
due from New York State relating to certain grants.  At June 30, 2018 and 2017, approximately 36% and 26%, 
respectively, of grants and contracts receivables are due from New York City relating to certain grants.   

 
During the years ended June 30, 2018, and 2017, 91% and 92%, respectively of total operating revenue and 
support came from per-pupil funding provided by New York State.  The per-pupil rate is set annually by the 
State based on the school district in which each Charter School’s students are located. 

 
NOTE I:  SUBSEQUENT EVENTS 
 

In August 2018, the New York State Education Department (NYSED) notified the Organization that it had 
over-allocated $120,010 in Title IIA funding to the Organization for the year ended June 30, 2018.  NYSED 
will reduce the Organization’s Title IIA funding for a period of up to five years to recoup the over-allocated 
funding.  The Organization has not accounted for this over-allocated funding as a liability as of June 30, 2018. 
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INDEPENDENT AUDITOR’S REPORT ON OTHER FINANCIAL INFORMATION 
 
 
 
Board of Trustees 
Public Prep Charter School Academies 
 
We have audited the consolidated financial statements of Public Prep Charter School Academies as of and for the year 
ended June 30, 2018, and have issued our report thereon dated October 31, 2018, which contained an unmodified 
opinion on those financial statements. Our audit was conducted for the purpose of forming an opinion on the 
consolidated financial statements as a whole. The financial information hereinafter is presented for purposes of 
additional analysis and are not required parts of the consolidated 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 consolidated financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the consolidated financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used to prepare 
the consolidated financial statements or to the consolidated 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 consolidated financial statements for the year 
ended June 30, 2018, as a whole. 
 
We have also audited the consolidated financial statements of Public Prep Charter School Academies as of and for 
the year ended June 30, 2017, and our report thereon dated October 17, 2017, expressed an unmodified opinion on 
those consolidated financial statements. Our audit was conducted for the purpose of forming an opinion on those 
consolidated financial statements as a whole. The 2017 financial information hereinafter is presented for purposes 
of additional analysis and is not a required part of the 2017 consolidated 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 consolidated financial statements.  The information has been subjected to the auditing 
procedures applied in the audit of the 2017 consolidated financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other records used 
to prepare the 2017 consolidated financial statements or to the 2017 consolidated 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 consolidated 
financial statements for the year ended June 30, 2017, as a whole. 
 

 
 
Rochester, New York 
October 31, 2018 

kdebellis
ROCHESTER
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

CONSOLIDATING STATEMENT OF FINANCIAL POSITION BY CHARTER 
 

JUNE 30, 2018 
 
 

Girls Boys Girls PrePrep: Friends of Girls
Preparatory Preparatory Preparatory the Joan Ganz Preparatory 

Charter School Charter School Charter School Cooney Early Charter School Consolidated
ASSETS of New York of New York of the Bronx Learning Program Total of New York Eliminations Total

CURRENT ASSETS       
  Cash 1,217,759$         483,000$           866,413$           220,330$           2,787,502$        -$                       -$                        2,787,502$        
  Cash in escrow 75,049                25,016               75,049               -                         175,114             -                         -                          175,114             
  Grants and contracts receivable 761,119              369,374             1,439,300          14,945               2,584,738          -                         -                          2,584,738          
  Prepaid expenses and other current assets 13,601               24,232               48,530               -                         86,363               -                         -                          86,363               
  Related party receivables (payables) 977,886              1,281,762          1,372,573          (189,991)            3,442,230          (2,997,418)         -                          444,812             

TOTAL CURRENT ASSETS 3,045,414           2,183,384          3,801,865          45,284               9,075,947          (2,997,418)         -                          6,078,529          

OTHER ASSETS
  Property and equipment, net 346,057              303,037             816,283             14,527               1,479,904          2,997,418          -                          4,477,322          
  Security deposit -                         495,000             -                         -                         495,000             -                         -                         495,000             

346,057             798,037             816,283             14,527               1,974,904          2,997,418          -                         4,972,322          

TOTAL ASSETS 3,391,471$         2,981,421$        4,618,148$        59,811$             11,050,851$      -$                       -$                        11,050,851$      

LIABILITIES AND NET ASSETS   
        

CURRENT LIABILITIES         
  Accounts payable and accrued expenses 272,013$            205,868$           317,972$           10,421$             806,274$           -$                       -$                        806,274$           
  Accrued payroll and benefits 915,865             460,187             1,058,965          38,383               2,473,400          -                         -                         2,473,400          
  Deferred revenue 182,319              -                         53,540               -                         235,859             -                         -                          235,859             
  Current portion of deferred lease incentive 13,048               -                         12,956               -                         26,004               -                         -                         26,004               

TOTAL CURRENT LIABILITIES 1,383,245          666,055             1,443,433          48,804               3,541,537          -                         -                         3,541,537          

DEFERRED LEASE INCENTIVE 48,928               -                         42,480               -                         91,408               -                         -                         91,408               

NET ASSETS 
  Unrestricted 1,943,930          2,055,566          3,132,235          11,007               7,142,738          -                         -                         7,142,738          
  Temporarily restricted 15,368               259,800             -                         -                         275,168             -                         -                         275,168             

TOTAL NET ASSETS 1,959,298          2,315,366          3,132,235          11,007               7,417,906          -                         -                         7,417,906          

TOTAL LIABILITIES
AND NET ASSETS 3,391,471$        2,981,421$        4,618,148$        59,811$             11,050,851$      -$                       -$                       11,050,851$      

Public Prep Charter School Academies
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

CONSOLIDATING STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS BY CHARTER 
 

YEAR ENDED JUNE 30, 2018 
 
 

Girls Boys Girls PrePrep: Friends of Girls
Preparatory Preparatory Preparatory the Joan Ganz Preparatory 

Charter School Charter School Charter School Cooney Early Charter School Consolidated
of New York of New York of the Bronx Learning Program Total of New York Eliminations Total

Revenue, gains and other support:
  Public school district:
    Resident student enrollment 9,447,059$        4,723,977$        10,968,347$      404,405$           25,543,788$      -$                       -$                       25,543,788$      
    Students with disabilities 1,511,710          866,382             1,616,389          -                         3,994,481          -                         -                         3,994,481          
  Grants and contracts: -                         
    State and local 384,505             65,966               770,033             -                         1,220,504          -                         -                         1,220,504          
    Federal - Title and IDEA 447,063             315,746             676,805             -                         1,439,614          -                         -                         1,439,614          
    Federal - other 88,710               32,454               64,920               -                         186,084             -                         -                         186,084             

TOTAL REVENUE, GAINS AND OTHER SUPPORT 11,879,047        6,004,525          14,096,494        404,405             32,384,471        -                         -                         32,384,471        

Expenses:       
  Program services:
    Regular education 8,378,633          4,190,355          9,760,139          -                         22,329,127        -                         -                         22,329,127        
    Special education 2,128,006          1,684,599          2,797,237          -                         6,609,842          -                         -                         6,609,842          
    Pre-K -                         -                         -                         358,688             358,688             -                         -                         358,688             

  Total Program Services 10,506,639        5,874,954          12,557,376        358,688             29,297,657        -                         -                         29,297,657        
  Management and general 1,015,421          657,512             1,136,977          11,781               2,821,691          -                         -                         2,821,691          
  Fundraising and special events 14,259               7,368                 16,538               -                         38,165               -                         -                         38,165               

TOTAL OPERATING EXPENSES 11,536,319        6,539,834          13,710,891        370,469             32,157,513        -                         -                         32,157,513        

SURPLUS (DEFICIT) FROM SCHOOL OPERATIONS 342,728             (535,309)            385,603             33,936               226,958             -                         -                         226,958             

Support and other revenue:
  Contributions:
    Foundations -                         259,800             -                         -                         259,800             -                         -                         259,800             
    Individuals 100                    55,000               5,000                 -                         60,100               -                         -                         60,100               
    Corporations 3,100                 2,500                 -                         -                         5,600                 -                         -                         5,600                 
  Interest income 762                    160                    45                      -                         967                    -                         -                         967                    
  Other income -                         1,145                 -                         -                         1,145                 -                         -                         1,145                 
  Loss on abandonment of lease -                         (167,490)            -                         -                         (167,490)            -                         -                         (167,490)            

TOTAL SUPPORT AND OTHER REVENUE 3,962                 151,115             5,045                 -                         160,122             -                         -                         160,122             

CHANGE IN NET ASSETS 346,690             (384,194)            390,648             33,936               387,080             -                         -                         387,080             

Net assets (deficit) at beginning of year 1,612,608          2,699,560          2,741,587          (22,929)              7,030,826          -                         -                         7,030,826          

NET ASSETS AT END OF YEAR 1,959,298$        2,315,366$        3,132,235$        11,007$             7,417,906$        -$                       -$                       7,417,906$        

Public Prep Charter School Academies
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

STATEMENT OF FUNCTIONAL EXPENSES BY CHARTER – GIRLS PREPARATORY CHARTER 
SCHOOL OF NEW YORK 

 
YEAR ENDED JUNE 30, 2018 

(With Comparative Totals for 2017) 
 
 
 

Management Fundraising
No. of Regular Special and and special

Positions Education Education Sub-total general events Sub-total 2018 2017
Personnel services costs:
  Administrative staff personnel 24                    1,072,121$         200,337$            1,272,458$         553,931$            -$                        553,931$            1,826,389$      1,608,877$      
  Instructional personnel 90                    3,793,723           1,132,182           4,925,905           -                          -                          -                          4,925,905        5,037,346        
  Non-instructional personnel 1                      2,241                  411                     2,652                  -                          -                          -                          2,652               11,526             

Total personnel services costs 115                  4,868,085           1,332,930           6,201,015           553,931              -                          553,931              6,754,946        6,657,749        
                  

Fringe benefits and payroll taxes 1,152,274           315,504              1,467,778           131,115              -                          131,115              1,598,893        1,381,832        
Retirement 94,178                25,787                119,965              10,716                -                          10,716                130,681           152,882           
Management company fees 1,063,926           205,083              1,269,009           142,585              14,259                156,844              1,425,853        1,035,108        
Accounting and auditing services -                          -                          -                          21,052                -                          21,052                21,052             14,836             
Other professional and consulting services 65,121                12,123                77,244                96,590                -                          96,590                173,834           178,679           
Repairs and maintenance 6,272                  1,717                  7,989                  714                     -                          714                     8,703               13,047             
Insurance 37,379                10,235                47,614                4,253                  -                          4,253                  51,867             47,625             
Utilities 49,830              13,644              63,474              5,670                -                        5,670                69,144             102,793           
Supplies and materials 244,918            47,504              292,422            -                        -                        -                        292,422           262,420           
Equipment and furnishings 3,756                793                   4,549                97                     -                        97                     4,646               13,603             
Staff development 269,440            51,651              321,091            675                   -                        675                   321,766           250,892           
Marketing and recruiting 20,836              5,705                26,541              2,371                -                        2,371                28,912             9,133               
Technology 6,700                1,302                8,002                12,169              -                        12,169              20,171             10,566             
Food service 6,977                1,354                8,331                -                        -                        -                        8,331               29,107             
Student services 237,428            33,807              271,235            4,398                -                        4,398                275,633           127,417           
Office expense 97,739              26,762              124,501            11,587              -                        11,587              136,088           132,607           
Depreciation and amortization 153,774           42,105             195,879           17,498             -                       17,498             213,377           206,416           

8,378,633$      2,128,006$      10,506,639$    1,015,421$      14,259$           1,029,680$      11,536,319$    10,626,712$    

Program Services Supporting Services
Total

Year ended June 30,
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

STATEMENT OF FUNCTIONAL EXPENSES BY CHARTER –  
BOYS PREPARATORY CHARTER SCHOOL OF NEW YORK 

 
YEAR ENDED JUNE 30, 2018 

(With Comparative Totals for 2017) 
 
 
 

Management Fundraising
No. of Regular Special and and special

Positions Education Education Sub-total general events Sub-total 2018 2017
Personnel services costs:
  Administrative staff personnel 13                    423,176$            113,366$            536,542$            367,220$            -$                        367,220$            903,762$         545,116$         
  Instructional personnel 45                    1,886,869           881,210              2,768,079           -                          -                          -                          2,768,079        2,151,031        
  Non-instructional personnel 2                      22,898                7,068                  29,966                -                          -                          -                          29,966             29,410             

Total personnel services costs 60                    2,332,943           1,001,644           3,334,587           367,220              -                          367,220              3,701,807        2,725,557        
                  

Fringe benefits and payroll taxes 527,361              226,420              753,781              83,010                -                          83,010                836,791           610,786           
Retirement 20,283                8,709                  28,992                3,193                  -                          3,193                  32,185             43,921             
Management company fees 501,080              154,656              655,736              73,678                7,368                  81,046                736,782           408,617           
Accounting and auditing services -                          -                          -                          11,731                -                          11,731                11,731             14,837             
Other professional and consulting services 50,934                15,720                66,654                46,393                -                          46,393                113,047           70,661             
Repairs and maintenance 82,450                35,400                117,850              12,978                -                          12,978                130,828           51,858             
Insurance 17,448                7,491                  24,939                2,746                  -                          2,746                  27,685             22,364             
Utilities 23,816              10,225              34,041              3,749                -                        3,749                37,790             50,378             
Supplies and materials 186,595            57,591              244,186            -                        -                        -                        244,186           156,222           
Equipment and furnishings 19,059              6,927                25,986              1,362                -                        1,362                27,348             10,254             
Staff development 147,467            45,515              192,982            1,889                -                        1,889                194,871           184,689           
Marketing and recruiting 8,181                3,512                11,693              1,288                -                        1,288                12,981             3,408               
Technology 3,232                1,196                4,428                13,501              -                        13,501              17,929             3,942               
Food service 5,058                1,561                6,619                -                        -                        -                        6,619               3,234               
Student services 98,756              36,892              135,648            8,362                -                        8,362                144,010           32,342             
Office expense 80,892              34,731              115,623            13,064              -                        13,064              128,687           15,496             
Depreciation and amortization 84,800             36,409             121,209           13,348             -                       13,348             134,557           102,263           

4,190,355$      1,684,599$      5,874,954$      657,512$         7,368$             664,880$         6,539,834$      4,510,829$      

Program Services Supporting Services
Total

Year ended June 30,
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

STATEMENT OF FUNCTIONAL EXPENSES BY CHARTER –  
GIRLS PREPARATORY CHARTER SCHOOL OF THE BRONX 

 
YEAR ENDED JUNE 30, 2018 

(With Comparative Totals for 2017) 
 
 
 

Management Fundraising
No. of Regular Special and and special

Positions Education Education Sub-total general events Sub-total 2018 2017
Personnel services costs:
  Administrative staff personnel 23                    874,083$            199,718$            1,073,801$         584,384$            -$                        584,384$            1,658,185$      1,616,757$      
  Instructional personnel 118                  4,924,266           1,547,742           6,472,008           -                          -                          -                          6,472,008        5,645,047        
  Non-instructional personnel -                       -                          -                          -                          -                          -                          -                          -                       -                       

Total personnel services costs 141                  5,798,349           1,747,460           7,545,809           584,384              -                          584,384              8,130,193        7,261,804        
                  

Fringe benefits and payroll taxes 1,271,333           383,144              1,654,477           128,131              -                          128,131              1,782,608        1,613,023        
Retirement 84,692                25,524                110,216              8,536                  -                          8,536                  118,752           173,227           
Management company fees 1,201,040           270,825              1,471,865           165,378              16,538                181,916              1,653,781        1,229,871        
Accounting and auditing services -                          -                          -                          21,051                -                          21,051                21,051             14,837             
Other professional and consulting services 87,551                20,525                108,076              116,861              -                          116,861              224,937           589,704           
Repairs and maintenance 10,670                3,215                  13,885                1,075                  -                          1,075                  14,960             11,840             
Insurance 41,099                12,386                53,485                4,142                  -                          4,142                  57,627             55,824             
Utilities 55,667              16,776              72,443              5,610                -                        5,610                78,053             96,558             
Supplies and materials 279,797            66,183              345,980            -                        -                        -                        345,980           470,549           
Equipment and furnishings 22,268              5,643                27,911              827                   -                        827                   28,738             32,275             
Staff development 236,603            55,290              291,893            1,782                -                        1,782                293,675           329,376           
Marketing and recruiting 26,909              8,110                35,019              2,712                -                        2,712                37,731             12,044             
Technology 49,153              11,681              60,834              9,000                -                        9,000                69,834             11,205             
Food service 16,441              4,249                20,690              -                        -                        -                        20,690             46,128             
Student services 218,690            56,708              275,398            7,299                -                        7,299                282,697           200,236           
Office expense 112,981            35,110              148,091            18,320              -                        18,320              166,411           147,003           
Depreciation and amortization 246,896           74,408             321,304           24,883             -                       24,883             346,187           402,377           
Other -                       -                       -                       36,986             -                       36,986             36,986             -                       

9,760,139$      2,797,237$      12,557,376$    1,136,977$      16,538$           1,153,515$      13,710,891$    12,697,881$    

Program Services Supporting Services
Total

Year ended June 30,
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

STATEMENT OF FUNCTIONAL EXPENSES BY CHARTER –  
PREPREP: THE JOAN GANZ COONEY EARLY LEARNING PROGRAM 

 
YEAR ENDED JUNE 30, 2018 

(With Comparative Totals for 2017) 
 
 
 

Program 
Services

 Management  Fundraising 
No. of  and  and special 

Positions  Pre-K  general  events 2018 2017
Personnel services costs:
  Administrative staff personnel -                       -$                        -$                        -$                        -$                     41,342$           
  Instructional personnel 5                      258,141              -                          -                          258,141           231,268           
  Non-instructional personnel -                       -                          -                          -                          -                       -                       

Total personnel services costs 5                      258,141              -                          -                          258,141           272,610           
         

Fringe benefits and payroll taxes 70,137                -                          -                          70,137             84,955             
Retirement 2,391                  -                          -                          2,391               7,535               
Other professional and consulting services 490                     5,117                  -                          5,607               6,379               
Repairs and maintenance -                          180                     -                          180                  1,129               
Insurance -                          3,055                  -                          3,055               3,054               
Utilities -                          -                          -                          -                       378                  
Supplies and materials 10,720                -                          -                          10,720             3,567               
Staff development 740                     26                       -                          766                  -                       
Marketing and recruiting 450                    -                         -                         450                  182                  
Technology -                         2,564                 -                         2,564               1,555               
Food service -                       -                       -                       -                       119                  
Student services 2,926                 -                         -                         2,926               905                  
Office expense -                         839                    -                         839                  2,624               
Depreciation and amortization 12,693             -                       -                       12,693             17,703             

358,688$         11,781$           -$                     370,469$         402,695$         

Supporting Services

Year ended June 30,
Total
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   October 31, 2018 
 
 
 
 
Finance Committee 
Public Prep Charter School Academies 
 
We have audited the consolidated financial statements of Public Prep Charter School Academies (the 
“Organization”) as of and for the year ended June 30, 2018, and have issued our reports thereon dated October 31, 
2018. Professional standards require that we advise you of the following matters relating to our audit. 
 
Our Responsibility in Relation to the Financial Statement Audit 
 
As communicated in our engagement letter dated June 6, 2018, our responsibility, as described by professional 
standards, is to form and express an opinion about whether the consolidated financial statements that have been 
prepared by management with your oversight are presented fairly, in all material respects, in conformity with 
accounting principles generally accepted in the United States of America. Our audit of the consolidated financial 
statements does not relieve you or management of its respective responsibilities. 
 
Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain reasonable, 
rather than absolute, assurance about whether the consolidated financial statements are free of material 
misstatement. An audit of financial statements includes consideration of internal control over financial reporting as 
a basis for designing 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 over financial reporting. 
Accordingly, as part of our audit, we considered the internal control of the Organization solely for the purpose of 
determining our audit procedures and not to provide any assurance concerning such internal control. 
 
We are also responsible for communicating significant matters related to the audit that are, in our professional 
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are not 
required to design procedures for the purpose of identifying other matters to communicate to you.  
 
We have provided our comments regarding control deficiencies and other matters noted during our audit in a 
separate letter to you dated October 31, 2018. 
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Planned Scope and Timing of the Audit  
 
We conducted our audit consistent with the planned scope and timing we previously communicated to you. 
 
Compliance with All Ethics Requirements Regarding Independence 
 
The engagement team, others in our firm, as appropriate, and our firm have complied with all relevant ethical 
requirements regarding independence. 
 
Qualitative Aspects of the Entity’s Significant Accounting Practices  
 
Significant Accounting Policies 
Management has the responsibility to select and use appropriate accounting policies. A summary of the significant 
accounting policies adopted by the Organization is included in Note A to the financial statements. There have been 
no initial selection of accounting policies and no changes in significant accounting policies or their application 
during 2018. No matters have come to our attention that would require us, under professional standards, to inform 
you about (1) the methods used to account for significant unusual transactions and (2) the effect of significant 
accounting policies in controversial or emerging areas for which there is a lack of authoritative guidance or 
consensus. 
 
Significant Accounting Estimates 
Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s current judgments. Those judgments are normally based on knowledge and experience about past 
and current events and assumptions about future events. Certain accounting estimates are particularly sensitive 
because of their significance to the financial statements and because of the possibility that future events affecting 
them may differ markedly from management’s current judgments. 
 
The most sensitive accounting estimates affecting the financial statements are the collectability of grants receivable, 
as well as the allocation of costs for the statement of functional expenses.  We evaluated the key factors and 
assumptions used to develop these estimates and determined that they are reasonable in relation to the basic 
financial statements taken as a whole. 
 
Financial Statement Disclosures  
Certain financial statement disclosures involve significant judgment and are particularly sensitive because of their 
significance to financial statement users. The most sensitive disclosures affecting the Organization’s financial 
statements relate to revenue and support recognition, as well as the lease for the new Boys Prep facility, which are 
referred to in the notes of the financial statements. 
 
Significant Difficulties Encountered during the Audit 
 
We encountered no significant difficulties in dealing with management relating to the performance of the audit. 
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Uncorrected and Corrected Misstatements  
 
For purposes of this communication, professional standards require us to accumulate all known and likely 
misstatements identified during the audit, other than those that we believe are trivial, and communicate them to the 
appropriate level of management. Further, professional standards require us to also communicate the effect of 
uncorrected misstatements related to prior periods on the relevant classes of transactions, account balances or 
disclosures, and the financial statements as a whole. Management has corrected all such misstatements.  
 
In addition, professional standards require us to communicate to you all material, corrected misstatements that were 
brought to the attention of management as a result of our audit procedures. None of the misstatements identified by 
us as a result of audit procedures and corrected by management were material, either individually or in the 
aggregate, to the financial statements taken as a whole. 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a matter, whether or 
not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter, which could be 
significant to the Organization’s financial statements or the auditor’s report. No such disagreements arose during 
the course of the audit. 
 
Representations Requested from Management 
 
We have requested certain written representations from management, which are included in the management 
representation letter.  
 
Management’s Consultations with Other Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting matters. 
Management informed us that, and to our knowledge, there were no consultations with other accountants regarding 
auditing and accounting matters. 
 
Other Significant Matters, Findings or Issues 
 
In the normal course of our professional association with the Organization, we generally discuss a variety of 
matters, including the application of accounting principles and auditing standards, business conditions affecting the 
Organization, and business plans and strategies that may affect the risks of material misstatement. None of the 
matters discussed resulted in a condition to our retention as the Organization’s auditors. 
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Credit cards 
As part of our audit, we reviewed procedures in place with respect to usage and reconciliation of credit cards.  
During our audit, we reviewed two months of credit card statements and noted certain transactions that did not have 
supporting documentation or proper approvals.  We noted Girls Prep LES had two purchases totaling $297 missing 
supervisor approvals on the missing receipt forms from the December 2017 statement which totaled $13,606. We 
noted Girls Prep LES had one purchase totaling $51 missing supervisor approval on the missing receipt form, and 
one purchase with a missing receipt of $24, from the January 2018 statement which totaled $7,083.  We noted Girls 
Prep Bronx had one purchase totaling $3 missing supervisor approval on the missing receipt form from the 
December 2018 statement which totaled $13,996.  We noted Boys Prep had five purchases totaling $472 with 
missing receipts forms completed, however not done so in a timely manner, from the December 2017 statement 
which totaled $17,541.  
 
Other Matters 
 
With respect to the supplementary information accompanying the consolidated financial statements, we made 
certain inquiries of management and evaluated the form, content, and methods of preparing the information to 
determine that the information complies with accounting principles generally accepted in the United States of 
America, the method of preparing it has not changed from the prior period, and the information is appropriate and 
complete in relation to our audit of the consolidated financial statements. We compared and reconciled the 
supplementary information to the underlying accounting records used to prepare the consolidated financial 
statements or to the consolidated financial statements themselves. 
 
 

*     *     *     *     * 
 
 
Should you desire further information concerning these matters, Jackie Lee or Sylest Williams will be happy to 
meet with you at your convenience. 
 
This letter is solely for the internal use of the Finance Committee, Board of Trustees and management of Public 
Prep Charter School Academies and should not be distributed to any other persons or used for any other purpose. 
 
 
     Very truly yours, 
 

 
 
     MENGEL, METZGER, BARR & CO. LLP 
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     October 31, 2018 
 
 
 
 
To the Board of Trustees 
Public Prep Charter School Academies 
 
In planning and performing our audit of the consolidated financial statements of Public Prep Charter School 
Academies (the “Organization”) as of and for the year ended June 30, 2018, in accordance with auditing standards 
generally accepted in the United States of America, we considered the Organization’s internal control over financial 
reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances for 
the purpose of expressing our opinion on the consolidated financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Organization’s internal control.  Accordingly, we do not express 
an opinion on the effectiveness of the Organization’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 over financial reporting, such that there is a reasonable possibility that a material misstatement of the 
Organization’s consolidated financial statements will not be prevented, or detected and corrected on a timely basis.  
A reasonable possibility exists when the likelihood of an event occurring is either reasonably possible or probable 
as defined as follows: 
 

 Reasonably possible. The chance of the future event or events occurring is more than remote but less than 
likely. 

 
 Probable. The future event or events are likely to occur. 

 
Our consideration of internal control was for the limited purpose described in the first paragraph and was not 
designed to identify all deficiencies in internal control that might be material weaknesses.  Given these limitations, 
during our audit we did not identify any deficiencies in internal control that we consider to be material weaknesses, 
as defined above.  However, material weaknesses may exist that have not been identified. 
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During the course of our audit of the consolidated financial statements of the Organization as of and for the year 
ended June 30, 2018, we observed the Organization’s significant accounting policies and procedures and certain 
business, financial and administrative practices.  As a result of our observations, we suggest you consider the 
following comment which we do not consider to be a significant deficiency or material weakness: 
 
Use of “For Deposit Only” Stamp 
During our audit, we noted the Organization’s Fiscal Policies and Procedures Manual (“FPPM”) states that checks 
received must be stamped immediately in the designated endorsement area with “For Deposit Only.”  Our testing 
found that throughout the year, Boys Prep was not utilizing the stamp for checks received for deposits. 
 

Recommendation 
We recommend the “For Deposit Only” stamp be used as documented in the FPPM. 

 
Status of matters included in our letter as of June 30, 2017, dated October 17, 2017: 
 
Invoice and Check Approvals 
During our 2017 audit, we noted the Organization’s Fiscal Policies and Procedures Manual (“FPPM”) states 
invoices over $5,000 must be approved by the Principal and the CEO or COO. In addition, the FPPM requires two 
signatures for all checks over $25,000.  Our testing found one instance at Girls Prep Bronx Elementary where the 
check request forms included with the disbursement packet did not agree in total to the check amount and were not 
properly approved. In addition, we also noted a check over $25,000 which had only one signature, the 
Superintendent who at the time was acting Principal of the school, however no second signature was obtained. 
 

Recommendation 
We recommend invoice approval and check signature procedures are followed as documented in the FPPM. 

 
Management Response 
Management acknowledges that the process for invoice and check approvals has been inconsistently applied 
across school campuses, which will be addressed by the centralization of the check writing process at the 
home office under the direction of the Finance Manager, Managing Director of Finance and Operations, and 
Chief Operating Officer.   Management has also begun an RFP process to purchase a procure-to-pay 
accounting system that includes multiple levels of online approval as a requirement for check cutting.  In 
addition, we have changed our organizational structure so that school-based Directors of Operations and their 
teams report directly to the Managing Director of Finance, ensuring increased oversight over the process.  

 
Status as of June 30, 2018 
During our 2018 audit, we noted proper approvals were being obtained for invoices and check signature 
procedures were being followed. 
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Expense Reimbursement Procedures 
During our 2017 audit, we noted the Organization’s FPPM states that all reimbursable expenses require pre-
approval from the Principal or Director of Operations. Our testing found the pre-approval requirement did not 
appear to be followed at Girls Prep Bronx Elementary and Girls Prep Bronx Middle Schools. 
 

Recommendation 
We recommend proper pre-approval procedures are followed as documented in the FPPM. 

 
Management Response 
Management acknowledges that the process for pre-approval of staff reimbursements has been inconsistently 
applied across school campuses, which will be addressed by the addition of a procure-to-pay accounting 
system, by which staff must request pre-approval in the online purchasing system in order to have a request 
reimbursed.  Additionally, Management will conduct additional trainings for operational staff around staff 
reimbursement policies as per the FPPM. 

 
Status as of June 30, 2018 
During our 2018 audit, we noted one instance where proper supervisor pre-approval was not obtained at 
Girls Prep LES. 

 
 
Deposit Support 
During our 2017 audit, we noted the Organization’s FPPM states that copies of all checks, related correspondence, 
and deposit slips should be maintained. Our testing found one instance at Girls Prep Bronx Elementary where 
supporting documentation for a deposit could not be located. 
 

Recommendation 
We recommend proper deposit support procedures are followed as documented in the FPPM. 

 
Management Response 
Management acknowledges that in one instance deposit records were not accurately maintained at Girls Prep 
Bronx Elementary School.  Management has and will continue to educate school personnel on the policies of 
the FPPM and have instructed staff to maintain appropriate records. 

 
Status as of June 30, 2018 
During our 2018 audit, we noted that for Boys Prep, although management was able to provide electronic 
copies of requested checks, deposit binders were unable to be located for both locations, as the Charter 
Schools were in the process of moving into their new facility during the audit. 
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Financial Policies and Procedures Manual 
During our 2017 audit, we noted the actual processes followed by the Organization differed slightly from what is 
described in the Organization’s FPPM in regards to personnel titles and processes.  Many differences are related to 
turnover and related changes in positions of individuals. 
 

Recommendation 
We recommend the FPPM be updated to reflect such changes. Management is aware of these differences and is 
working on updating the FPPM. 

 
Management Response 
Management updated the FPPM prior to receiving the draft audit reports.  

 
Status as of June 30, 2018 
For the 2018 audit, the FPPM was properly updated. 

 
 
Board Approval of Cash Disbursements 
During our 2016 audit, we noted the Organization’s Fiscal Policies and Procedures Manual (“FPPM”) states that 
any check in an amount of $25,000 to $50,000 requires one board member’s approval via email.  Our testing found 
one instance at Girls Prep Bronx Middle School and one instance at Girls Prep Bronx Elementary School of a check 
over $25,000 that did not have the required Board approval. 
 

Recommendation 
We recommend proper Board approval procedures are followed as documented in the FPPM. 

 
Status as of June 30, 2017 
During our 2017 audit, we noted one instance of lack of board member approval for a check over $25,000 at 
Girls Prep Bronx Elementary. 

 
Status as of June 30, 2018 
During our 2018 audit, we noted no instances of lack of board member approval for checks over $25,000. 
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Purchase Order and Packing Slip Approval 
The Charter Schools’ Fiscal Policies and Procedures Manual (FPPM) requires purchase orders to be completed and 
approved in order to make a purchase.  Additionally, the CEO or COO is to approve all purchase orders greater 
than $5,000.  During our audit, we noted all POs tested appeared properly completed and authorized for Girls Prep 
LES.  We noted the Directors of Operations at Girls Prep Bronx Middle School and Boys Prep indicated purchase 
orders were completed at those schools only when required by the vendor.  Additionally, the FPPM requires all 
shipments be reviewed and the packing slip marked indicating review and receipt and maintained in a file.  We 
noted two instances in our Girls Prep Bronx testing where packing slips were kept but not signed as reviewed 
(Middle School), and other instances where no packing slips were retained (Elementary School).  We noted all 
packing slips tested were properly signed and maintained by Girls Prep LES and Boys Prep.   
 

Recommendation 
We recommend the Charter Schools follow the procedures as documented in the FPPM as this provides an 
important control over Charter School funds and determining goods are appropriately received prior to 
payment.   

 
Status as of June 30, 2016 
During our 2016 audit, we noted all POs tested appeared properly completed and authorized for Girls Prep 
LES and Boys Prep.  We noted the Directors of Operations at Girls Prep Bronx indicated purchase orders 
were completed only when required by the vendor.  We also noted Pre-K did not complete purchase orders or 
retain packing slips. We noted all packing slips tested were properly maintained by Girls Prep LES, Girls 
Prep Bronx, and Boys Prep, although they were not always signed as received.   

 
Status as of June 30, 2017 
During our 2017 audit, we noted all POs tested appeared properly completed and authorized for Girls Prep 
LES and Boys Prep.  We noted the Directors of Operations at Girls Prep Bronx indicated purchase orders 
were completed only when required by the vendor, however when the Director of Operations at Girls Prep 
Bronx Middle School changed in March 2017, PO’s are now being completed at this school. We also noted 
Girls Prep Bronx Elementary and PreK, in a joint location, began using an “order tracker” as a substitute for 
PO’s, however this is not in accordance with the FPPM. We noted all packing slips tested were properly 
maintained by Girls Prep LES, Girls Prep Bronx Elementary, and Boys Prep, although they were not always 
signed as received.  Girls Prep Bronx Middle was not consistently maintaining packing slips until the 
Director of Operations changed in March 2017. 

 
Status as of June 30, 2018 
During our 2018 audit, we noted POs at Girls Prep Bronx Elementary School were still not generated for all 
purchases.  We also noted that POs were properly generated and approved at Girls Prep Bronx Middle 
School.  We noted two instances at Girls Prep Bronx Middle School where management was unable to locate 
packing slips. 
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Bids and quotes 
During our 2015 audit, we reviewed the Charter Schools’ Financial Policies and Procedures Manual (“FPPM”) to 
gain an understanding of the controls in place at the Charter School.  The FPPM requires competitive bidding 
procedures for purchases exceeding $25,000 in the aggregate.  Certain exceptions from these procedures are 
allowed as documented in the FPPM.  Our testing of certain invoices across all of the Charter Schools found that in 
all cases bids were not obtained as the purchase fell into one of the allowed exceptions.  However, we noted no 
written evidence of the allowable exception is maintained with the purchase. 
 

Recommendation 
We recommend the Charter Schools retain documentation of the quotes received when competitive bidding is 
required.  In situations where competitive bidding is not required, this fact, along with the appropriate reason 
for exception should be documented on the purchase order or purchase request form.  We recommend Charter 
School management periodically review preferred vendors to ensure vendors are not used just because they 
have been used before.  Management should be ensuring that the Charter Schools are obtaining the best price 
for quality goods and services.  In addition, the fact that a vendor is a preferred vendor should be documented 
when bids or quotes are not obtained. 

 
Status as of June 30, 2016 
During our 2016 audit, we noted Boys Prep and Girls Prep Bronx Elementary obtained bids following FPPM 
procedures. PreK did not have any purchases that would have required bidding.  Girls Prep Bronx Middle and 
Girls Prep LES all had purchases over the threshold that would require a bid, however they were with repeat 
vendors, which we noted no change in the documentation of appropriate reasons for exception to bidding 
process. 

 
Status as of June 30, 2017 
During our 2017 audit, we noted Boys Prep required bids for architectural services during the year, however 
only two vendors were consulted through the bidding process due to timing constraints.  This is not in 
accordance with the FPPM, which requires bids from three vendors. PreK did not have any purchases that 
would have required bidding. Girls Prep Bronx and Girls Prep LES both had purchases over the threshold 
that would require a bid, however they were with repeat vendors, which we noted no change in the 
documentation of appropriate reasons for exception to bidding process. 

 
Status as of June 30, 2018 
During our 2018 audit, we noted Boys Prep obtained bids following FPPM procedures.  PreK did not have 
any purchases that would have required bidding.  Girls Prep Bronx Middle School and Girls Prep LES both 
had purchases over the threshold that would require a bid, however the purchases were in accordance with 
contracts that were already in place, therefore no bid obtained appears appropriate.  Girls Prep Bronx 
Elementary had a purchase over the threshold that would require a bid, however it was with a repeat vendor, 
which we noted no change in the documentation of appropriate reasons for exception to bidding process. 

 
 

*     *     *     *     * 
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This letter is solely for the use of Management, Finance Committee Members and the Board of Trustees of Public 
Prep Charter School Academies and is not intended to be and should not be used by anyone other than those 
specified parties. 
 
We will review the status of these comments during our next audit engagement.  We have already discussed these 
comments and suggestions with the Organization’s personnel, and will be pleased to discuss them in further detail 
at your convenience, to perform any additional study of these matters, or to assist you in implementing the 
recommendations. 
 
We would like to express our appreciation for the courtesies extended to us by management and their staff.  The 
Organization’s personnel were cooperative, courteous and forthcoming in answering all of our questions throughout 
our audit.  It is a privilege to serve the Organization.  Should you have any questions or comments, please contact 
Jackie Lee or Sylest Williams. 
 
    Very truly yours, 
 

 
 
    MENGEL, METZGER, BARR & CO.  LLP 
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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 
 
 
 
 
Board of Trustees 
Public Prep Charter School Academies 
 
We have audited in accordance with the auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States, the financial statements of Public Prep Charter School Academies, which comprise the 
consolidated statement of financial position as of June 30, 2018 and the related consolidated statements of activities 
and changes in net assets, functional expenses, and cash flows for the year then ended, and the related notes to the 
consolidated financial statements, and have issued our report thereon dated October 31, 2018. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the consolidated financial statements, we considered Public Prep Charter 
School Academies’ 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 consolidated financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of Public Prep Charter School 
Academies’ internal control.  Accordingly, we do not express an opinion on the effectiveness of Public Prep Charter 
School Academies’ 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 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 Public Prep Charter School Academies’ consolidated 
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 Government 
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 Government Auditing Standards 
in considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any 
other purpose. 
 
 

 
 
 
Rochester, New York 
October 31, 2018 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR THE MAJOR FEDERAL PROGRAM; 
REPORT ON INTERNAL CONTROL OVER COMPLIANCE;  

AND REPORT ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS  
IN ACCORDANCE WITH THE UNIFORM GUIDANCE 

 
 
 
Board of Trustees  
Public Prep Charter School Academies 
 
Report on Compliance for the Major Federal Program 
 
We have audited Public Prep Charter School Academies’ compliance with the types of compliance requirements 
described in the OMB Compliance Supplement that could have a direct and material effect of Public Prep Charter 
School Academies’ major federal program for the year ended June 30, 2018. Public Prep Charter School Academies’ 
major federal program is identified in the summary of auditor’s results section of the accompanying schedule of 
findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the federal statutes, regulations, and the terms and conditions of its 
federal awards applicable to its federal programs.  
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for Public Prep Charter School Academies’ major federal 
program based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance 
about whether noncompliance with the types of compliance requirements referred to above that could have a direct 
and material effect on the major federal program occurred. An audit includes examining, on a test basis, evidence 
about Public Prep Charter School Academies’ compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances.  
 
We believe that our audit provides a reasonable basis for our opinion on compliance for the  major federal program. 
However, our audit does not provide a legal determination of Public Prep Charter School Academies’ compliance. 
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Opinion on the Major Federal Program 
 
In our opinion, Public Prep Charter School Academies complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on its major federal program for the year 
ended June 30, 2018. 
 
Report on Internal Control over Compliance 
 
Management of Public Prep Charter School Academies is responsible for establishing and maintaining effective 
internal control over compliance with the types of compliance requirements referred to above. In planning and 
performing our audit of compliance, we considered Public Prep Charter School Academies’ internal control over 
compliance with the types of requirements that could have a direct and material effect on the major federal program 
to determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing our 
opinion on compliance for the major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of 
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of Public Prep 
Charter School Academies’ internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct noncompliance with a type of compliance requirement of a federal program on a timely basis. 
A material weakness in internal control over compliance is a deficiency, or combination of deficiencies in internal 
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal 
control over compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged with 
governance.   
 
Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control over compliance that might be material 
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that 
we consider to be material weaknesses.  However, material weaknesses may exist that were not been identified.   
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal 
control over compliance and the results of that testing based on the requirements of the Uniform Guidance. 
Accordingly, this report is not suitable for any other purpose. 
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Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance 
 
We have audited the consolidated financial statements of Public Prep Charter School Academies as of and for the 
year ended June 30, 2018, and have issued our report thereon dated October 31, 2018, which contained an unmodified 
opinion on those consolidated financial statements. Our audit was conducted for the purpose of forming an opinion 
on the consolidated financial statements as a whole. The accompanying schedule of expenditures of federal awards 
is presented for purposes of additional analysis as required by the Uniform Guidance and is not a required part of the 
financial statements. Such information is the responsibility of management and was derived from and relates directly 
to the underlying accounting and other records used to prepare the consolidated financial statements. The information 
has been subjected to the auditing procedures applied in the audit of the consolidated financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the consolidated financial statements or to the consolidated financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated, in all material 
respects, in relation to the consolidated financial statements as a whole. 
 
 

 
 
 
Rochester, New York 
October 31, 2018 
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
 

YEAR ENDED JUNE 30, 2018 
 
 

Federal Pass-through Total

CFDA Grantor's Federal  

Number Number Expenditures  

  U.S. Department of Education:  

    Passed through NYS Department of Education  

          Title I - Grants to Local Educational Agencies 84.010 0021-18 925,010$         

          Title IIA - Improving Teacher Quality 84.367 0147-18 287,095           

TOTAL DEPARTMENT OF EDUCATION 1,212,105        

 

TOTAL ALL PROGRAMS 1,212,105$      

 
 
 
NOTE A:  BASIS OF PRESENTATION 
 

The accompanying schedule of federal awards (the “schedule”) includes the federal grant activity of Public 
Prep Charter School Academies and is presented on the accrual basis of accounting.  The information in this 
schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations (CFR) 
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance).  Therefore, some amounts presented in this schedule may differ from amounts presented 
in, or used in the preparation of, the basic consolidated financial statements. 

 
Public Prep Charter School Academies has elected not to use the 10 percent de minimis indirect cost rate 
allowed under the Uniform Guidance.   
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
 

YEAR ENDED JUNE 30, 2018 
 
 

SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued on whether the financial
  statements audited were prepared in accordance with GAAP: Unmodified

Internal control over financial reporting:

• Material weakness (es) identified? yes x no

• Significant deficiency(ies) identified that are
not considered to be material weaknesses? yes x none reported

Noncompliance material to financial statements noted? yes x no

Federal Awards

Internal control over major federal programs:

• Material weakness (es) identified? yes x no

• Significant deficiency(ies) identified that are
not considered to be material weaknesses? yes x none reported

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

Any audit findings disclosed that are required to be reported
in accordance with section 2 CFR 200.516(a)? yes x no

Identification of major federal program:

CFDA Number:    Name of Federal Program or Cluster:

84.010 Title I - Grants to Local Educational Agencies

Dollar threshold used to distinguish between
  type A and type B programs: $750,000

Auditee qualified as low-risk auditee? yes x no
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PUBLIC PREP CHARTER SCHOOL ACADEMIES 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS, Cont’d 
 

YEAR ENDED JUNE 30, 2018 
 
 
FINDINGS – FINANCIAL STATEMENT AUDIT 
 

None. 
 
 
FINDINGS AND QUESTIONED COSTS – MAJOR FEDERAL AWARD PROGRAMS AUDIT 
 

None. 
 
 
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS 
 

None. 
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