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Bronx Charter School for Better Learning (the "School") is an educational
corporation that commenced operating as a charter school in the borough of the
Bronx, New York City in September 2003. On March 25, 2003, the Board of
Regents of the University of the State of New York granted the School a
provisional charter valid for a term of five years and renewable upon expiration.
On January 15, 2008, the Board of Regents of the University of the State of New
York School approved the renewal of the School's charter to provide instruction
to students in kindergarten through fifth grade for a period of five years. The
School is exempt from federal income taxes under Section 501(c)}3) of the
Internal Revenue Code.

The School's mission is to provide its students with a solid foundation for
academic success, through achievement that exceeds citywide averages and
meets or exceeds New York State standards and national norms in all curriculum
areas tested, especially in mathematics and language arts.

The financial statements of the School have been prepared on the accrual basis of
accounting in conformity with accounting principles generally accepted in the
United States of America.

The School reports gifts of cash and other assets 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 time restriction ends or
purpose restriction is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as
net assets released from restrictions. Temporarily restricted contributions are
recognized as unrestricted when the donor restrictions are met in the same
accounting period. Conditional contributions, including cost rermbursement
contracts, are recognized as revenue when the conditions on which they depend
have been substantially met.

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

Cash and cash equivalents include money market accounts and certificates of
deposit which are held as temporary investments. The School's cash and cash
equivalents are maintained with one financial institution, and balances at times
exceed insurable limits. The School has not experienced any losses in such
accounts.

Property and equipment is recorded at cost. Additions and improvements in
excess of $1,000 with an estimated useful life of more than one year are
capitalized. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets. Property and equipment acquired with
certain government contract funds are recorded as expenses pursuant to the terms
of the coniract,

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires the use of estimates
by management. Actual results could differ from these estimates.
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The statement of activities includes certain prior-year summarized comparative
information in total but not by net asset classification. In addition, the statement
of functional expenses includes certain prior-year summarized comparative
information in total but not by its functional classification. Such statements do
not include sufficient detail to constitute a presentation in conformity with
accounting principles generally accepted in the United States of America.
Accordingly, such information should be read in conjunction with the Scheol's
2007 financial statements from which the summarized information was derived.

Certain 2007 amounts have been reclassified to conform to the 2008 financial
statement presentation. The reclassifications have no effect on the 2007 total
assets, liabilities, net assets, revenue, expenses and changes in net assets.

In February 2007, the Financial Accounting Standards Board (the "FASB")
issued Statement of Financial Accounting Standards No. 159, The Fair Value
Option for Financial Assets and Financial Liabilities ("SFAS No. 159"). SFAS
No. 159 permits entities to choose to measure financial instruments and certain
other items at fair value that are not currently required to be measured at fair
value. The objective of SFAS No. 159 is to improve financial reporting by
providing entities with the opportunity to mitigate volatility in reported earnings
caused by measuring related assets and liabilities differently without having to
apply complex hedge accounting provisions. This Statement is effective for
fiscal years beginning after November 15, 2007. The School 1s currently
assessing the potential effect of SFAS No. 159 on its financial position, results of
operations and cash flows. The adoption of SFAS No. 159 is not expected to
have a material impact on the School's financial position, results of operations or
cash flows.

In July 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty
in Income Taxes - an interpretation of FASB Statement No. 109 ("FIN 48").
FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an
enterprise's financial statements in accordance with FASB Statement No. 109,
Accounting for Income Taxes. FIN 48 prescribes a comprehensive model for
recognizing, measuring, presenting and disclosing in the financial statements tax
positions taken or expected to be taken on a tax return. FIN 48 1s effective for
fiscal years beginming after December 15, 2007. The cumulative effect of
applying the provisions of FIN 48, if any, will be reported as an adjustment to the
opening balance of retained earnings for the fiscal year of adoption. The
adoption of FIN 48 is not expected to have a material impact on the School's
financial position, results of operations or cash flows.

In August 2008, FASB issued FASB Staff Position No. FAS 117-1, Endowments
of Not-for-Profit Organizations: Net Asset Classification of Funds Subject to an
Enacted Version of the Uniform Prudent Management of Institutional Funds Act
("UPMIFA™), and Enhanced Disclosures for All Endowment Funds ("FSP FAS
117-1"} to provide guidance on the net asset classification of doner-—restricted
endowment funds for a not-for-profit organization that is subject to an enacted
version of the UPMIFA. The FSP also requires additional disclosures about an
organization’s endowment {both donor-restricted and board-designated funds),
whether or not the organization is subject to the UPMIFA. The provisions of the
FSP are effective for fiscal years ending after December 15, 2008. The School 1s
currently assessing the potential effect of FSP FAS 117-1 on its financial
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position, results of operations and cash flows. The adoption of FSP FAS 117-1 1s
not expected to have a material impact on the School's financial position, results
of operations or cash flows.

The School maintains an escrow account, pursuant to its charter agreement, to
pay off expenses in the event of dissolution of the School.

The School has entered into a "Facility Shared Use Agreement” (the
*Agreement”) with the New York City Department of Education for dedicated
and shared space at P.S. 111 Annex, a New York City Public School located at
3740 Baychester Avenue, Bronx, New York 10466. The Agreement commenced
on July 1, 2005 and will terminate on June 30, 2010, or the termination of the
School's charter, whichever is earlier. Pursuant to the terms of the Agreement,
the School shall pay $1 per annum for the use of the shared facility during
regular opening hours. The School shall be responsible for any overtime-related
costs for services provided beyond regular opening hours.

Property and equipment, at cost, consists of:

Estimated
June 30, 2008 2007 Useful Life
Furniture and fixtures $187,917 $123,306 5 years
Computer equipment 148,273 119,433 3 years

336,190 242,739
I ess accumulated depreciation 211,193 155,169

$124,997 $ 87,570

Grants, contracts and other receivable are due m full within one year. No
allowance for uncollectible receivable is deemed necessary by the School.
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6. TEMPCORARILY
RESTRICTED
NET ASSETS:

7. CONTINGENCY:

I. 8. PENSION PLAN:

Temporarily restricted net assets are available for specialized services or
purposes designated by the donors. At June 30, 2008 and 2007, temporarily
restricted net assets are available for the following:

June 30, 2008 2007

Scholarship fund 511,000

Other purposes specified by donor 4,850 $27,274
$15,850 $27,274

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

The School sponsors a 403(b) retirement plan ("the Plan") for its employees, The
Plan was established in May 2008 and all employees of the School are eligible to
participate. Contributions made to the Plan are credited to each individual
participant's account maintained under a group annuity contract issued by
Metropolitan Life Insurance Company. The School matches 100% of the
employee's contributions up to $2,400 a year. The School contributed
approximately $63,000 to the Plan during the year ended June 30, 2008.



McGladrey & Pullen

Certified Public Accountants

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

The Board of Trustees
Bronx Charter School for Befter Learning
Bronx, New York

We have audited the financial statements of Bronx Charter School for Better Leamning {the "School") as of and for the
year ended June 30, 2008, and have issued our report thereon dated September 29, 2008. We conducted our audit
in accordance with audiing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Govermment Auditing Standards issued by the Comptroller General of the

United States.

internal Control Over Financial Reporting - In planning and performing our audit, we considered the School's internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
School's intemal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the School's internal control over financial reporting.

A control deficiency 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 misstatements on a timely basis. A
significant deficiency is a control deficiency, or a combination of contro! deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the entity's internal

control.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity's internal control.

Our consideration of the intemal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in intenal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in intemal control over financial reporting
that we consider to be material weaknesses, as defined above.

McGiadrey & Pullen, LLP is a member fm of RSM International —
an affilation of separale and independent legal entiies.
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Compliance and Other Matters - As part of obtaining reasonable assurance about whether the School's financial

statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contract 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 Govemment
Auditing Standards.

This report is intended solely for the information and use of the audit committee, management, the Charter Schools
Institute of the State of New York, and the State Education Depariment of the University of the State of New York,
and is not intended to be and should not be used by anyone other than these specified parties.

/%/a%//m@/ L

New York, New York
September 29, 2008
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McGladrey & Pullen

Certified Public Accountants

McGladrey & Pullen, LLP

1185 Avenue of the Americas
New York, NY 10036

0 212-372.3000 F 212-372-1001

September 29, 2008

The Audit Committee of the Board of Trustees
Bronx Charter School for Better Leaming
3740 Baychester Avenue, Annex Building
Bronx, NY 10466

We are pleased to present this report related to our audit of the financial statements of the Bronx Charter Sci*foot for
Better Leamning (the "School") for the year ended June 30, 2008. This report summarizes certain matters‘requwed.by
professional standards to be communicated to you in your oversight responsibility for the School's financial reporting
process.

This report is intended solely for the information and use of management and the audit committee of the board of

trustees and is not intended to be and should not be used by anyone other than thesg specified partie_s. it wouk_i be
our pleasure to respond to any questions you have regarding this report. We appreciate the opportunity to continue

to be of service to the Schoot,
/ﬁ% / Sl , L

McGladrey & Fullen, LLP is 2 member firm of RGM internationat -
an affifiation of separate and independent legal entities.
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Required Communications

Statement on Auditing Standards No. 114, The Auditor's Communication With Those Charged With Govemarice,
requires the auditor to communicate certain matters to keep those charged with govemance adequately informed
about matters related to the financial statement audit that are, in our professional judgment, significant and relevant
to the responsibilities of those charged with govemance in overseeing the financial reporting process. The foliowing

summarizes these communications:

Area

Comments

Auditor's Responsibility Under Professional
Standards

Accounting Practices

Recently Issued Accounting Pronouncements
and Developments

Management's Judgments and Accounting
Estimates

Our responsibility under auditing standards generally
accepted in the United States of America and
Government Auditing Standards issued by the
Comptroller General of the United States has been
described in our arrangement letter dated

April 16, 2008 {copy attached in Exhibit B).

Adoption of, or Change in, Accounting Policies

Management has the ultimate responsibility for the
appropriateness of the accounting policies used by the
School. The School did not adopt any significant new
accounting policies nor have there been any changes
in existing significant accounting policies during the
current period.

Significant or Unusual Transactions

We did not identify any significant or unusual
transactions or significant accounting policies in
controversial or emerging areas for which there is a
tack of authoritative guidance or consensus.

Alternative Treatments Discussed with
Management

We did not discuss with management any afternative
treatments within generally accepted accounting
principles for accounting policies and practices related
to material items during the current audit period.

A summary of recently issued accounting
prenouncements and developments that may impact
the School's future financial reporting is attached as
Exhibit C.

Summary information about the process used by
management in formulating particulary sensitive
accounting estimates and about our conclusions

Page 3



Area

Comments

Financial Statement Disclosures

Audit Adjusiments

Uncorrected Misstatements

Disagreements with Management

Consultation with Other Accountants

Significant Issues Discussed with Management

Difficuities Encountered in Performing the Audit

Letter Communicating Control Deficiencies

Certain Written Communications Between
Management and Our Firm

regarding the reasonableness of those estimates is in
the attached "Summary of Accounting Estimates.”

We have no significant observations regarding the
neutrality, consistency and clarity of the disclosures in
the financial statements.

Audit adjustments recorded by the School are shown
in the attached “Summary of Recorded Audit
Adjustments.”

We noted no uncorrected misstatements in the 2008
financial statements.

We encountered no disagreements with management
over the application of significant accounting principles,
the basis for management's judgments on any
significant matters, the scope of the audit or significant
disclosures to be included in the financial statements.

We are not aware of any consultations management
had with other accountants about accounting or
auditing matters.

No significant issues arising from the audit were
discussed or were the subject of correspondence with
management. ~

We did not encounter any difficulties in dealing with
management during the audit.

We have not reported any significant deficiencies or
material weaknesses in the School's intemal controls;
however, we have separately communicated the
accounting, auditing and operational matters identified
during our audit of the financial statements. This
communication is attached as Exhibit A.

Copies of certain written communications between our
firm and the management of the School are attached
as Exhibit B.

Page 4



Bronx Charter School for Better Learning
Summary of Accounting Estimates
Year Ended June 30, 2008

Accounting estimates are an integral part of the preparation of financial statements and are based upon
management's current judgment. The process used by management encompasses their knowledge and experience
about past and current events and certain assumptions about future events. You may wish fo monitor throughout the
year the process used fo compute and record these accounting estimates. The following describes the significant
accounting estimates reflected in the School’s June 30, 2008 financial statements:

Area Accounting Policy Estimation Process Comments
Allocation of expenses Certain expenses are Salaries allgcation - We have reviewed
between program and aflocated among program management allocated the management's bases for
supporting services and supporting services payroli based on an allocation of expenses between
based on their functional estimate of time and effort functional categories and found
classification. spent by each staff member  them to be reasonable.
on program services,
management and general,
and development activities.
Direct costing -
marnagement and the

accounting department's
staff allocated certain
expenditures based on the
description of the invoices
directly related to program
services, management and
general, and development

expenses.
Recoverability period of Depreciation of property and  The following are estimated ~ The recoverability period used
property and eguipment equipment is being provided  useful lives of the assets: by management is deemed to

for by the straight-line be reasonable.

method over the estimated Computer equipment - 3

useful lives of the relatad years
assets. Furniture and fixtures - 5
years

Page b



Bronx Charter School for Better Learning
Summary of Recorded Audit Adjustments
Year Ended June 30, 2008

Effect - Increase (Decrease)
Description Assets Liabilities  Net Assets Revenue  Expense

To recognize donated equipment
and related depreciation $ 2,055 $ 2055 § 2466 $ 411

To adjust revenue for unspent
titfe funds (1,051) (1,051) (1,217) {166)
$ 1004 8 - $ 1004 § 1249 § 245

Page 6
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Exhibit A - Management Letter



McGladrey & Pullen

. Certified Public Accountants

Bronx Charter School for Better Learning

Management Letter

June 30, 2008

@

|
|
|
|
|
I
|
I
I
I
I
I
I
I
I
I
I
I
|
|
I
|
I
I
|
I
I
|
|
I
I
I



McGladrey & Pullen

Certified Public Accountants

The Management and the Audit Committee
of the Board of Trustees

Bronx Charter School for Better Learning
3740 Baychester Avenue, Annex Building
Bronx, NY 10466

In planning and performing our audit of the financial statements of the Bronx Charter School for Better Learning
{the "School") as of and for the year ended June 30, 2008 in accordance with auditing standards generally agcepted
in the United States of America, we considered the School’s intemal control over financial reporting (";ntemal
control’) as the basis for designing our auditing procedures for the purpose of expressing an opinion on the financial
staternents, but not for the purpose of expressing an opinion on the effectiveness of the School's intemal control.
Accordingly, we do not express an opinion on the effectiveness of the School's internal control.

A control deficiency exists when the design or operation of a control does not aliow management or employees, in
the normal course of performing their assigned functions, to prevent or detect financial statement miss‘tatc.aments ona
timely basis. A deficiency in design exists when a control necessary to meet the control objective is missing, or yvhgn
an existing control is not properly designed so that even if the control operates as designed, the control ob;fectzve is
not always met. A deficiency in operation exists when a properly designed control does not operate as designed or
when the person performing the control does not possess the necessary authority or qualifications to perform the
control effectively.

A significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affect the
entity's ability to authorize, initiate, record, process or report financial data reliably in accordance with gener'aify
accepted accounting principles such that there is more than a remofe likelihood that a misstatement of the entity's
financial statements that is more than inconsequential will not be prevented or detected.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected.

Our consideration of intemal control was for the limited purpose described in the first paragraph and would not
necessarily identify deficiencies in internal control that might be significant deficiencies or materiaf weaknesses. The
control deficiencies we have identified are described in the attached Exhibit |. We have determined that these control
deficiencies did not constitute significant deficiencies or material weaknesses.

Management's written responses to the control deficiencies identified in our audit have not been squected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion on them.

This communication is intended solely for the information and use of the audit committee, bgard of ’gmstees and
management and is not intended to be and should not be used by anyone other than these specified parties.

/7/@.%4;7 //;oéz%/ Lo~

New York, New York
September 29, 2008

McGladrey & Pullen, LLP is a member firm of RSM Intemational —
an affiliation of separate and independent legal entities.
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EXHIBIT | - CURRENT-YEAR RECOMMENDATIONS

I . A. Accounting for Contract Funds and Donated Equipment

Observation

During our audit, we noted the following erors in accounting and reporting for contract funds and donated
equipment:

» Revenue from Title funds was recognized although qualifying expenditures have not yet been incurred as of
June 30, 2008.

» Donated computer equipment was accounted for as expenses even though the fair value of the donated
equipment was above the School's capitalization policy.

Recommendation

The amounts associated with the above transactions were not material to the over financial statements of the
School. However, because of some financial reporting and other considerations, we recommended, and
management agreed, that appropriate adjustments be made to the 2008 financial statements to properly
account for the above adjustments.

Management's Response

The amounis associated with the above transactions were hot material to the over financial statements of the
School; however, because of some financial reporting and other considerations, the School made the
appropriate adjustments to the 2008 financial statements.

Completion of Required Personnel Documents
Observation

In our review of personnel folders, we noted five (5} instances (out of 23 samples) where the employer portion of
the 1-9 forms was not signed.

Recommendation

We recommend that an authorized representative of the Schoo! consistently review and sign off the employer
portion of the 1-8 fo promote the validity of the document.

Management's Response

Going forward, upon hiring of employees, the Executive Director or the Principal and the Finance and
Operations Manager will review and sign all -9 forms.

Student's Proof of Address
Observation

Of the 23 sample studenis that we tested, we noted seven (7) instances where the only proof of address
maintained on file was the address shown on the driver’s license of the parents.
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Recommendation

We recommend that the School require a more reliable proof of address (e.g., a utility bill) from parents.
Furthermore, to ensure that the addresses shown in the Schoal's records are valid and current, we recommend
that the School send out requests for address verification cards to parents with a request that such cards be
returned to the Schoo! with an updated address.

Management's Response

The School has instituted a procedure which specifies that the Principal, at the time of the intake interview,
requires a copy of the utility bill or a lease/morigage agreement for placement in the student's folder.
Furthermore, forms for verifying addresses and other pertinent information have been obtained for all students
in the School.
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EXHIBIT Il - PRIOR-YEAR OBSERVATION - CORRECTIVE ACTION IMPLEMENTED

I. A. Accounting for Restricted Contributions
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Observation

During 2007, we noted that the School received certain contributions that were restricted to specific purposes by
the donors and that the School has accounted for these contributions similar to a cost-reimbursement contract.
Upon our recommendation, the School has made the appropriate adjustments to the 2007 financial statements.
Recommendation

We recommend that the School refer to the AICPA's Audit and Accounting Guide for Not-for-Profit Organizations
in determining whether future receipts of funds from resource providers are temporarily restricted or conditional
contributions or exchange transactions.

Management's Response

We welcome your interpretation and guidance.

Current-Year Status

No simitar instance was noted during the 2008 audit. All sample contributions we tested were properly classified
according to donor restrictions.
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Certified Public Accountants

McGiatrey & Pullen, LiP

April 16, 2008 1185 Avenue of the Americas
Hew York, NY 10036-2602

023721800 F 2123723800
www.ncgladrey.com

Mr. Ted Swartz

Executive Director

Bronx Charter School for Better Leaming
3740 Baychester Avenue Annex Building
Bronx, NY 10466

Dear Mr. Swartz:

This letter is to explain our understanding of the arrangements for the services we are to perform for the
Bronx Charter School for Better Learning (“the Charter School) for the year ending June 30, 2008. We ask
that you either confirm or amend this understanding.

Audit Services

We will perform an audit of the Charter Schoof's financial statements as of and for the year ending June 30,
2008. We understand that these financial statements will be prepared in accordance with accounting
principles generally accepted in the United States of America. The objective of an audit of financial
statements is to express an opinion on those statements.

We will conduct the audit in accordance with auditing standards generally accepted in the United States of
America and Govermnment Auditing Standards issued by the Comptrolier General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable, rather than absolute,
assurance about whether the financial statements are free of material misstatement whether caused by
error or fraud. Accordingly, a material misstatement may remain undetected. An audit is not designed fo
detect errors or fraud that are immaterial to the financial statements. The determination of abuse is
subjective; therefore, Government Auditing Standards do not expect us to provide reasonable assurance of
detecting abuse. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. As a result, an audit is not designed fo detect emors or fraud that
are immaterial to the financial statements. An audit also includes assessing the accounting estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our
audit will provide a reasonable basis for our reports.

In addition to our report on the Charter School's financial statements, we will also issue a report on internal
control related to the financial statements and on compliance with laws, regulations, and the provision of
contracts or grant agreements and other matters which could have a material effect on the financial
statements. This report will describe the scope of testing of internal control and the results of our tests of
internal controls and on any noncompliance which could have a material effect on the financial statements.

Our report on internal control will include any significant deficiencies and material weaknesses in the system
of which we become aware as a result of obtaining an understanding of internal control and performing tests
of internal controi consistent with requirements of the standards identified above. Our report on compliance
will address material errors, fraud, abuse, violations of compliance obligations, and other responsibilities
imposed by state and federal statutes and regulations and assumed by contracts; and any state or federal

N
McGlzdrey & Pullen, L1P is a member firm of RSM International — b a Vi
I an affifiation of separate and independent legal entities. f




Mr. Ted Swartz

Bronx Charter School for Better Learning
April 16, 2008
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grant, entitlement of loan program questioned costs of which we become aware, consistent with
reguirements of the standards identified above.

If circumstances arise relating fo the conditions of your records, the availability of sufficient, competent
evidential matter, or indications of a significant risk of material misstatement of the financial statements
because of error, fraudulent financial reporting, misappropriation of assets, or noncompliance which in our
professional judgment prevent us from completing the audit or forming an opinion, we retain the unilateral
right to take any course of action permitted by professional standards, including declining to express an
opinion or issue a report, or withdrawal from the engagement.

The Charter School's Responsibilities

Management is responsible for the preparation of the financial statements, including adjusting the financial
statements to correct material misstatements, and for making all financial records and refated information
available to us. Management is responsible for providing us with a written management representation
letter confirming certain representations made during the course of our audit of the financial statements and
affirming to us that it believes the effects of any uncorrected misstatements aggregated by us during the
current engagement and pertaining to the latest period presented are immaterial, both individually and in the
aggregate, to the financial statements taken as a whole. In addition, management is responsible for report
distribution including submitting the reporting package.

Management is responsible for establishing and maintaining effective internal control over financial reporting
and for informing us of all significant deficiencies and material weaknesses in the design or operation of
such controls of which it has knowledge. In addition, management is responsible for following up and taking
corrective action on audit findings, including the preparation of a summary schedule of prior audit findings
and a corrective action plan.

Management is responsible for identifying and ensuring that the entity complies with the laws and
regulations applicable to its activities, and for informing us about all known material violations of such laws
or regulations. Management is responsible for making us aware of significant vendor relationships where the
vendor is responsible for program compliance. In addition, management is responsible for the design and
implementation of programs and controls to prevent and detect fraud, and for informing us about all known
or suspected fraud affecting the entity involving management employees who have significant roles in
internal control and others where the fraud could have a material effect on the financial statements.
Management is also responsible for informing us of its knowledge of any allegations of fraud or suspected
fraud affecting the entity received in communications from employees, former employees, analysts,
regulators, or others.

The board of trustees or the audit committee is responsible for informing us of its views about the risks of
fraud within the entity, and its knowledge of any fraud or suspected fraud affecting the entity. We will also
determine that certain matters related to the conduct of the audit are communicated to the board of frustees
or audit committee, including (a) fraud involving senior management and fraud (whether caused by senior
management or other employees) that causes a material misstatement of the financial statements, (b} illegal
acts or abuse that come to our attention (unless they are clearly inconsegquential), (c) disagreements with
management and other serious difficulties encountered in performing the audit, and (d) various matters
related to the Charter School’s accounting poticies and financial statements.
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The Charter School agrees that our report on the financial statements will not be included in an official
statement or other document without our prior consent. Additionally, if the Charter School intends to publish
or otherwise reproduce the financial statements and/or make reference to us or our audit, you agree to
provide us with printer's proofs or a master for our review and consent before reproduction and/or reiease
occurs. You also agree to provide us with a copy of the final reproduced material for our consent before it is
distributed or released. Our fees for any additional services that may be required under our quality
assurance system as a result of the above will be established with you at the time such services are
determined to be necessary. In the event our auditor/client relationship has been terminated when the
Charter Schoot seeks such consent, we will be under no obligation to grant such consent or approval.

Our professional standards require that we perform certain additional procedures, on current and previous
years' engagements, whenever a partner or professional employee leaves the firm and is subsequently
employed by or associated with a client. Accordingly, the Charter School agrees it will compensate
McGladrey & Pullen, LLP for any additional costs incurred as a result of the employment of a partner or
professional employee of McGladrey & Pulien, LLP.

During the course of our engagement, we may accumulate records containing data which should be
reflected in your books and records. You will determine that all such data, if necessary, will be so reflected.
Accordingly, you will not expect us to maintain copies of such records in our possession.

The assistance to be supplied by the Charter School personnel, including the preparation of schedules and
analyses of accounts, will be discussed and coordinated with Dale Frett, Finance and Operations Manager.
The timely and accurate completion of this work is an essential condition to our completion of the audit and
issuance of our audit report.

We will assist in drafting the Charter School's financial statements and propose adjustments to the trial
balance which are reviewed and approved by management. The draft and the adjustments are the
responsibility of management.

The two overarching principles of the independence standards of the Govemment Auditing Standards
issued by the Comptroller General of the United States provide that management is responsible for the
substantive outcomes of the work and, therefore, has a responsibility and is able to make any informed
judgment of the results on the services described above. Accordingly, the Charter School agrees to the
following:

1. Dale Frett, Finance and Operations Manager, will be accountable and responsible for overseeing
the draft of the financial statements and trial balance adjustments.

2. The Charter School will establish and monitor the performance of the draft of the financial
statements and trial balance adjustments to ensure that they meet management's objectives.

3. The Charter School will make any decisions that involve management functions related to the draft

of the financial statements and trial balance adjustments, and accepts full responsibility for such

decisions.

The Charter School will evaluate the adequacy of services performed and any findings that resuit.

>
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Other Terms of our Engagement

The Charter School hereby indemnifies McGladrey & Pullen, LLP and its paﬁners,, pr%ncipais, and
employees and holds them harmless from all claims, liabilities, losses, and costs arising in circumstances
where there has been a known misrepresentation by a member of the Charter School's management,
regardless of whether such person was acting in the Charter School's interest. This indemnification will
survive termination of this letter.

Our fees are based on the time required by the individuals assigned to the engagement, plus disbursements
and administrative charges. Interim billings will be submitted as work progresses and as expenses are
incurred. Billings are due upon submission. Our fee for the services described in this letter will be $26,500
unless the scope of the engagement is changed, the assistance which the Charter School has agreed to
furnish is not provided, or unexpected conditions are encountered. All other provisions of this letter will
survive any fee adjustment.

The working papers for this engagement are the property of McGladrey & Pullen, LLP. However, you
acknowledge and grant your assent that representatives of the New York State Department of Education,
the New York City Department of Education, the New York State Office of the Comptroller, other
government audit staffs and the U.S. Government Accountability Office shall have access to the audit
working papers upon their request; and that we shall maintain the working papers for a period of at !qast
seven years after the date of the report, or for a longer period if we are requested to do so by the authorizing
agency. Access to requested working papers will be provided under the supervision of McGladrey & Pullen,
LLP audit personnel and at a location designated by our Firm.

In the event we are requested or authorized by the Charter School or are required by government
regulation, subpoena, or other legal process to produce our documents or our personnel as witnesses with
respect to our engagements for the Charter School, the Charter School will, so fong as we are not a party to
the proceeding in which the information is sought, reimburse us for our professional time and expenses, as
well as the fees and expenses of cur counsel, incurred in responding to such requests.

From time to time and depending upon the circumstances, we may use third-party service providers to
assist us in providing professional services to you. In such circumstances, it may be necessary for us to
disclose confidential client information to them. We enter intc confidentiality agreements with all third-party
service providers and we are satisfied that they have appropriate procedures in place to prevent the
unauthorized release of your confidential information to others,

Any claim arising out of services rendered pursuant to this agreement shall be resolved in accordance with
the laws of the State of New York. It is agreed by the Charter School and McGladrey & Pullen, LLP or any
successors in interest that no claim arising out of services rendered pursuant to this agreement by or on
behalf of the Charter School shall be asserted more than two years after the date of the last audit report
issued by McGladrey & Pullen, LLP.

In accordance with Govemment Auditing Standards, a copy of our most recent peer review report and
applicable letter of comment is enclosed, for your information.

This letter constitutes the complete and exclusive staternent of agreement between McGIadrgy & Pulign,
LLP and the Charter School, superseding all proposals, oral or written, and all other communication, with
respect to the terms of the engagement between the parties.
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If this letter defines the arrangements as the Charter Schocl understands them, please sign and date the
! enclosed copy, and return it to us.

| McGLADREY & PULLEN, LLP

! Raymond P, Jones, Sr., CPA
Partner

Confirmed on b f the Bronx Charter School for Better Learning:

At /QKM:_:h Date: 5/30}0&

Signature:
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Charter School

| SBetter Learning
.hafd E Bure, Executive Director

o

Shubert Jacobs, Principal

September 28, 208

McGladrey & Pullen, LLP
1185 Avenue of the Americas
New York, New York 10035-2807

in connection with your audit of the statement of financial position of Bronx Charter Schoo! for Better Learning {"the
School’) as of June 30, 2008 and the related statements of activities, changes in net assets and cash flows for the
year then ended, we confirm, we are responsibie for the fair presentation in the financial statements of financial
position, results of activities and cash flows in conformity with accounting principles generally accepted in the United
States of America.

We confirm, to the best of our knpwledge and belief, as of September 29, 2008 the following representation made to
| you during your audit,
l 1. The financial statement referred to above are fairly presented in conformity with accounting principies generally
accepted in the United States of America.
l 2. We have made availabie to you all:
I a.  Financial records and related data, and

b. Minutes of the meetings of the board of directors as well as minutes of meetings of the executive, audit and
. program committees of the board.

3. We have no knowledge of fraud or suspected fraud affecting the School invalving:
a.  Management or empioyees who have significant roles in the internal control.
0. Others where the fraud could have a material effect on the financial statements.

4. We acknowledge our responsibility for the design and implementation of programs and controis to provide
reasonable assurance that fraud is prevented and detected,

3. We have no knowledge of any allegations of fraud of suspected fraud affecting the School received in
communications from empioyees, former employees, analysts, regulators, short sellers, or others.

] 6. We are aware of no significant deficiencies, including material weaknesses, in the design or operation qf interna
controls that ~ould adversely affect the School's abifity to record, process, summarize, and report financial data.

| 7. There have been no communications from regulatory agencies conseming noncompiiance with, or deficiencies
in, financial reporting practices.

8. We have no plans or intentions that may materially affect the carrying value or classification of assets. In that
; regard:
a.  The Schoot has no significant amounts of idle property and equipment or permanent excess plant capacity.

b. The School has no plens or intentions to discontinue its operations or any of its significant services or
activities.

9. The foliowing have been property recorded andior disclosed in the financial statements:
‘ 3740 Baychester Ave - Annex, Bronx, New York 10466 - {718) 655-6660 - Fax (718) 655-5555
www.bronxbetterlearning.org - info@bronxbetterieamning.org
Grang Al Children The Chance To Succesd
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All significant estimates and material concentrations known to management which are to be disciosed m
accordance with the AICPA's Statement of Position 64-6, Disclosure of Certain Significant Risks and
Uncertainties. Significant estimates are estimates at the balance shest date which could change materially
within the next year, Concentrations refer to volumes of business, revenues, available sources of supply, of
markets for which events could occur which would significantly disrupt nermal finances within the next year.

All recordable contributions, by appropriate net asset class.

Allocations of functional expenses based on reascnabie basis.

Composition of assets in amounts needed fo comply with all donar restrictions or requiatory requirements.
Tax status,

Concentrations of credit risk

The effect on the financial statements of FASB Interpretation No. 48 Accounting for Uncertainty in ;ricome
Taxes - an interpretation of FASB Statement No. 109 (FIN 48), FASB Statement No. 159, The Fair Value
Option for Financial Assets and Liabilities, and FSP FAS 117-1. Endowments of Notfor-Profit
Organizations: Net Asset Classifications of Funds Subject to an Enacted Version of the Uniform Prudent
Management of Institutional Funds Act, and Enhanced Disclosures for Alf Endowment Funds, which have
been issued, but which we have not yel adopted.

We are responsible for making the accounting estimates included in the financial statements. Those estimates
reflect our judgment based on our knowledge and experience about past and current events and our
assumptions about conditions we expect o exist and courses of action we expect o take. in that regard:

a
5.
. There are no!
a.

o

Adequate provisions have been made for depreciation of property and equipment

Certain operating expenses have been allocated using a reasonable basis.

Material transactions that have not been properly recorded in the accounting records underlying the financial
statements.

Violations or possible viotations of Jaws or regulations whose effects shouid be considered for disclosure in
the financial statements or as a basis for recording a loss contingency. In that regard, we specificatly
represent that we have not been designated as, or afleged to be. a "potentially responsitle party” by the
Environmental Protection Agency in connection with any environmental contamination.

Other material liabilities or gain or loss contingencies that are required to be accrued or disclosed by
Statement of Financial Accounting Standards No. ©

Security agreements in effect under the Uniform Commercial Code.
Conditional promises 1o give.

Reclassifications between net assat classes.

Deferred revenue from exchange transactions.

Board designated unrestricted net assets.

Derivative financial instruments.

investments, intangibles, and other assets which have permanently declined in value to their realizable
values.

Long-lived assets, including intangibles. which are impairec or Lo be disposed of. have been recorded at the
lower of their cost or fair value.



. I Relsted-party relationships, transactions and related amounts receivable or payable including sales.
purchases. loans, transfers, leasing arrangements and guarantees, all of which have been recorded in
accordance with the economic substance of the transactions.

m. Guarantees, whether written or oral, under which the School is contingently liable.

n. Arrgngemenis with financial institutions involving compensating balences or other arrangements invohving
restrictions on cash batances.

Lines of sredit or similar arrangements.

Agreements to repurchase assets previously sold.

o v o

Liens or encumbrances on assets and all other pledges of assets.

Amounts of contractual obligations for construction andior purchase of real property. equipment, other
assets and intangibles.

-

5. Investments in debt and equity securities.

t  Liabilities which are subordinated to any other actual or possible liabilities of the Scheol.
u. Leases and material amounts of rental obligations undar long-term leases.

v. Refundable advances.

w. Split interest agreements,

Pravision for uncoliectible accounts. All receivables are deemed to be collectibie.

b

Obsclete, damaged, or excess inventories.

. z. Pension obligations, postretirement benefits other than nensions and deferred compensation agresments
attributable to employee services rendered through June 30, 2008.

aa. Material loss o be sustained in the fulfilment of or from the inability 1o fuifil any commitment, inctuding
promises o give.

s

bb. Uncorrected material misstatements in the 2008 financial staternents.

12. There are no unasserted claims or assessments that our lawyer has advised us are probable of assertion and
must be disclosed in accordance with Statement of Financial Accounting Standards No. 5.

l 13. The Schooi has satisfactory tille to all owned assets.

14. We have complied with all aspects of contractual agreements, grants and donor restrictions that would have a

] material effect on the financial statements in the event of noncompliance. In connaction therewith, we

specifically represent that we are responsible for determining that we are not subject to the requirements of the

| Single Audit Act and OMB Circular No. A-133, because we have not spent the required amount of federal
awards subject to OMB Circular A-133 Single Audit during the pericd of this audit.

! 15 We have receivad 3 determination from the Internal Revenue Service dated January 08, 2004 that.we are
} exempt from Federal income taxes as a Section 501(¢){3) not-for-profit corporation. and we have complied with
the IRS reguiations regarding this exemption.

L In connection with your audit, conducted in accordance with Government Auditing Standards, we confirm:
1. We are responsible for:
t a. Compliance with the iaws, regulations. and provisions of contracts and grant agreements applicable 1 the

i . School



%-:
b

b. Establishing and maintaining effective internal coatrol ovar financial reporting
2. We have ideniified and disclosed to you:

a Al laws. reguiations, and provisions of contracts and grant agreements that hava a direct and_ ma;engl effect
on the determinations of financial statement amounts or other financial data significant to audit objectives.

b, Violations (and possibie viclations) of laws. regufations, and provisions of contracts and 'graﬁi agreements
whose effects should be cansigered for disclosure in the auditor repository or noncomptiance.

3 We have a process to track the status of audit findings and recommendations,
5. There are no:
a. Fraud, illegal acts, violations of provisiens of contracts or grant agreements. or abuse.

b. Previous financial audits, atiestation engagements, performance audits. or other s%ué%es .reiate{j 0 the
objectives of the audit being undertaken and the corrective action taken to address significant findings and
recommeandations,

¢. Reporied findings, conclusions, and recommendations.

No events or trarsactions other than those disclosed in the financial statem-ems have oocurred subsequent to the
balance sheet date that would require adjustment to, or disciosure in, the financial statements.

During the period covered by your engagement and through the date of this Jetter, neither the Schoof nor any of its
affiliates has owned a direct or material indirect interest in H&R Black, tnc.

During the course of your audit, you may have accumulated records containér&g data which shou%d. be reflected in our
books and records. All such data have been so reflected. Accordingly, coples of such records in your possession
are no longer needed by us.

We reaffirm the representations made to Goldstein Golub Kessler LLP in our lelter dated September 13, 2007,
related to the financial statements as of and for the year ended June 30, 2007, and fo the best of our knowledge and
belief no events have occurred subsequent to September 30, 2007 that would require adjustment {0, or disciosure in,
the aforementioned financial statements as of the date of this lefter,

BRONX CHARTER SCHOOL FOR BETTER LEARNING

NAME AND SIGHATURE OF EXECUTIVE DIRECTOR
G L5 R A

Date Signed _7© // iy o f

Dale E. F@e & Operat‘ﬁ:\ﬁanager
i
Date Signe - )&\L%‘;» b 4 i}\% '%\QQ{
Ny
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Exhibit C - Recently Issued Accounting Pronouncements and
Developments

Statement of Financial Accounting Standards No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities ("SFAS No. 159")

In February 2007, the Financial Accounting Standards Board (the "FASB") issued SFAS No. 158, which permits
entities to choose to measure financial instruments and certain other items at fair value that are not currenily
required to be measured at fair value. The objective of SFAS No. 159 is to improve financial reporting by providing
entities with the opportunity to mitigate volatility in reported eamings caused by measuring related assets and
liabilities differently without having fo apply complex hedge accounting provisions. This Statement is effective for
fiscal years beginning after November 15, 2007. The adoption of SFAS No. 159 is not expected to have a material
impact on the School's financial position, results of operations or cash flows.

FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes - an interpretation of FASB
Statement No. 105 ("FIN 48")

In July 2008, the FASB issued FIN 48, which clarifies the accounting for uncertainfy in income taxes recognized in an
enterprise’s financial statements in accordance with FASB Statement No. 109, Accounting for Income Taxes. FIN 48
prescribes a comprehensive model for recognizing, measuring, presenting and disclosing in the financial statements
tax positions taken or expected to be taken on a tax retumn. If there are changes in net assets as a result of the
application of FIN 48, these will be accounted for as an adjustment to the opening balance of net assets. Additional
disclosures about the amounts of such liabilities will also be required. In February 2008, the FASB delayed the
effective date of FIN 48 for certain nonpublic enterprises to annual financial statements for fiscal years beginning
after December 15, 2007. The Schoot will be required to adopt FIN 48 in its June 30, 2009 financial statements.
The adoption of FIN 48 is not expected to have a material impact on the School's financial position, results of
operations or cash flows.

FASB Staff Position No. FAS 117-1, Endowments of Not-for-Profit Organizations: Net Asset Classification of
Funds Subject to an Enacted Version of the Uniform Prudent Management of Institutional Funds Act
("UPMIFA"), and Enhanced Disclosures for All Endowment Funds ("FSP FAS 117-1")

In August 2008, FASB issued FSP FAS 117-1 to provide guidance on the net asset ci_assiﬁcation of donor-restricted
endowment funds for a not-for-profit organization that is subject to the enacted version of the UPMIFA. The FSP
addresses the following accounting issues resulting from new guidefines in the UPMIFA:

{1} The UPMIFA shifts its focus from the prudent spending of the net appreciation of the fund to the entirety of a
donor-restricted endowment fund. The UPMIFA eliminates UMIFA's historic-dollar-value threshold, an amount
below which an organization could not spend from the fund, in favor of a more robust set of guidelines about
what constitutes prudent spending, explicitly requiring consideration of the duration and preservation of the fund.
The FSP therefore requires a not-for-profit organization that is subject to an enacted version of the UPMIFA to
classify a portion of a donor-restricted endowment fund of perpetual duration as permanently restricted net
assets. The amount classified as permanently restricted is the amount of the fund (a) that must be retained
permanently in accordance with explicit donor stipulations, or (b) that in the absence of such stipulations, the
organization’s governing board determines must be retained permanently under the relevant law; and

(2) Subsection 4(a) of the UPMIFA provides that "unless stated otherwise in the gift instrument, the assets in an
endowment fund are donor-restricted assets until appropriated for expenditure by the instituion.” The FSP
states that for each donor-restricted endowment fund for which the restriction described in subsection 4(a‘) of the
UPMIFA is applicable, a not-for-profit organization must classify the portion of the fund that is not classified as
permanently restricted net assets as temporarily restricted net assets (time restricted) until appropriated for
expenditure by the organization.



{3) The FSP also requires improved disclosures about an organization's endowment (both donor-restricted and
board-designated funds), whether or not the organization is subject to the UPMIFA. The FSP requires a not-for-
profit organization to disclose information to enable financial statement users to understand the net asset
classification, net asset composition, changes in net asset composition, spending policies and refated
investment policies of its endowment funds (both donor-restricted and board-designated).

The provisions of the FSP are effeciive for fiscal years ending after December 15, 2008. The School will be required

to adopt FSP FAS 117-1in its fiscal year 2009 financial statements. The adoption of FSP FAS 117-1 is not expected
to have a material impact on the School's financial position, results of operations or cash flows.

New Rules Affecting 403(b) Plans

In addition to the recently issued accounting standards described above, the IRS issued on July 23, 2007, the first
comprehensive regulations for 403(b) plans (published in the July 26, 2007 Federal Register). In summary, the new
regulations impose due diligence and compliance criteria; require 403(b) programs to be maintained pursuant to a
written defined contribution plan that satisfies 403(b) in both form and operation and contains all the terms and
conditions for eligibility, limitations and benefits under the plan; provide stricter transfer rules; and establish a bright-
line universal ability test. The general effective date is for taxable years beginning after December 31, 2008, with
some exceptions. Furthermore, on November 16, 2007, the U.S. Department of Labor ("DOL") issued regulations
requiring retirement plans sponsored by charitable organizations and schools under Intemal Revenue Code section
403(b) and covered under the Employee Retirement Income Security Act of 1974 ("ERISA") to be subject to the
same reporting and audit requirements that currently exist for section 401(k) plans. ERISA-covered 403(b) plans with
100 or more participants generally will be required to file audited financial statements beginning with their 2009 Form
5500 filing. 403(b) plans with fewer than 100 participants may be eligible to use abbreviated reporting forms without
audited financial statements. It should be noted that parficipants include former employees with plan accounts and
all current eligible employees, whether or not they participate.



McGladrey &Pullen

Certified Public Accountants

Bronx Charter School for Better Learning

Management Lefter

June 30, 2008
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McGladrey & Pullen

Certified Public Accountants

The Management and the Audit Committee
of the Board of Trustees

Bronx Charter School for Better Learning
3740 Baychester Avenue, Annex Building
Bronx, NY 10466

In planning and performing our audit of the financial statements of the Bronx Charter School for Better Leaming
{the "School"} as of and for the year ended June 30, 2008 in accordance with auditing standards generally accepted
in the United States of America, we considered the School's intemal control over financial reporting ("intem_al
control’} as the basis for designing our auditing procedures for the purpose of expressing an opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the School's internal control.
Accordingly, we do not express an opinion on the effectiveness of the School's internal control,

A control deficiency 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 financial statement miss?atgments ona
timely basis. A deficiency in design exists when a control necessary to meet the control objective is missing, or yvhe_n
an existing control is not properly designed so that even if the control operates as designed, the control ob;gctwe is
not always met. A deficiency in operation exists when a properly designed controf does not operate as designed or
when the person performing the control does not possess the necessary authority or qualifications to perform the
control effectively.

A significant deficiency is a control deficiency, or a combination of control deficiencies, that adverselly affect the
entity's ability to authorize, initiate, record, process or report financial data reliably in accordance with gener‘aﬂy
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity's
financial statements that is more than inconsequential will not be prevented or detected.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in more than
a remote likelinood that a material misstatement of the financial-statements will not be prevented or detected.

Our consideration of intemal control was for the limited purpose described in the first paragraph and would not
necessarily identify deficiencies in internal control that might be significant deficiencies or material weaknesses. The
control deficiencies we have identified are described in the attached Exhibit |, We have determined that these control
deficiencies did not constitute significant deficiencies or material weaknesses.

Management's written responses to the control deficiencies identified in our audit have not been squecied to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion on them,

This communication is intended solely for the information and use of the audit commitiee, bgard of Irustees and
management and is not intended to be and should not be used by anyone other than these specified parties.

%ﬂ%//m%/ L

New York, New York
September 29, 2008

McGladrey & Pullen, LLP is @ member firm of RSM Intemational -
an affiliation of separate and independent legal entities.
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l EXHIBIT | - CURRENT-YEAR RECOMMENDATIONS
l . A, Accounting for Contract Funds and Donated Equipment

Observation

During our audit, we noted the following erors in accounting and reporting for contract funds and donated
equipment;

+ Revenue from Title funds was recognized although qualifying expenditures have not yet been incurred as of
June 30, 2008.

» Donated computer equipment was accounted for as expenses even though the fair value of the donated
equipment was above the School's capitalization policy.

I Recommendation

l The amounts associated with the above transactions were not material to the over financial statements of the

l School. However, because of some financial reporting and other considerations, we recommended, and
management agreed, that appropriate adjustments be made fo the 2008 financial statements to properly

| account for the above adjustments.

| Management's Response

| The amounts associated with the above transactions were not material to the over financial statements of the
School; however, because of some financial reporting and other considerations, the School made the

I . appropriate adjustments to the 2008 financial statements.

| B. Completion of Required Personnel Documents

Observation

In our review of personnel folders, we noted five (5) instances (out of 23 samples) where the employer portion of
the 1-9 forms was not signed.

Recommendation

We recommend that an authorized representative of the School consistently review and sign off the employer
portion of the I-9 to promote the validity of the document.

Management's Response

Going forward, upon hiring of employees, the Executive Director or the Principal and the Finance and
[ Operations Manager will review and sign all I-9 forms.

{ C. Student's Proof of Address
] Observation

J Of the 23 sample students that we tested, we noted seven (7) instances where the only proof of address
. maintained on file was the address shown on the driver's ficense of the parents.
i



Recommendation

We recommend that the School require a more reliabie proof of address (e.g., a utility bill) from parents.
Furthermore, fo ensure that the addresses shown in the School's records are valid and current, we recommend
that the School send out requests for address verification cards to parents with a request that such cards be
returned to the School with an updated address.

Management's Response

The School has instituted a procedure which specifies that the Principal, at the time of the intake interview,
requires a copy of the utility bill or a lease/morigage agreement for placement in the student's folder.
Furthermore, forms for verifying addresses and other pertinent information have been obtained for all students
in the Schoal.
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EXHIBIT I - PRIOR-YEAR OBSERVATION - CORRECTIVE ACTION iIMPLEMENTED

. A. Accounting for Restricted Contributions

Observation

During 2007, we noted that the School received certain contributions that were restricted fo specific purposes by
the donors and that the School has accounted for these contributions similar {o a cost-reimbursgment contract.
Upon our recommendation, the School has made the appropriate adjustments to the 2007 financial statements.
Recommendation

We recommend that the School refer to the AICPA's Audit and Accounting Guide for Not-for-Profit Organizgﬁons
in determining whether future receipts of funds from resource providers are temporarily restricted or conditional
contributions or exchange transactions.

Management's Response

We welcome your interpretation and guidance.

Current-Year Status

No similar instance was noted during the 2008 audit. All sample contributions we tested were properly classified
according to donor restrictions.





