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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Success Academy Charter Schools - NYC as of June30, 2020, and the changes
in its net assets and its cash flows for the year then ended , in accordance with accounting principles
generally accepted in the United States of Ameri ca.

Report on Summarized Comparative Information

We have previously audited the financial statements of SACENYC as of and for the year ended
June 30, 2019, and our report, dated October 31, 2019, expressed an unmodified opinion on those
audited financial statements. In our opinion, the summarized comparative information presented is
consistent, in all material respects, with the audited financial statements from which it has been
derived.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying Schedule of Expenditures of Federal Awards, as required by Title 2 U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrativ e Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required
part of the financial statements. The accompanying Schedule of Expenditures of Federal Awards is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to
the auditing procedures applied in the audit of the financial stat ements, and to certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements, or to the financial statements
themselves, and to 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 financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards , we have also is



Success Academy Charter Schools —NYC

Statement of Financial Position

(with comparative totals for 2019)

June 30, 2020 2019
Assets
Current Assets
Cash and cash equivalents (Note 2) $ 33,408,593 11,088,935
Grants and contracts receivable s (Note 2) 10,730,964 8,522,230
Prepaid expenses and other assets 1,583,551 2,740,043
Total Current Assets 45,723,108 22,351,208
Fixed Assets, Net (Notes 2 and 4) 41,880,440 52,562,867
Total Assets $ 87,603,548 74,914,075
Liabilities and Net Assets
Current Liabilities
Accounts payable and accrued expenses $ 7,430,623 14,038,360

Accrued payroll and payroll taxes



Success Academy Charter Schools —NYC

Statement of Activities
(with comparative totals for 2019)

Year ended June 30, 2020 2019

Revenue and Support (Note 2)
State and local per-pupll



Success Academy Charter Schools—NYC

Statement of Functional Expenses
(with comparative totals for 2019)

Year ended June 30,

Program Services Supporting Services
General Special
Education Education






Success Academy Charter Schools —NYC

Notes to Financial Statements

1. Description of School

Success Academy Charter Schools NYC (SACS-
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Notes to Financial Statements
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Success Academy Charter Schools —NYC

Notes to Financial Statements

Provision for Doubtful Accounts

SACNYC maintains an allowance for doubtful accounts for the receivables that are specifically
identified by management as to their uncertainty in regard to coll ectability. At June 30, 2020,
management determined that no estimated allowance would be recorded. All of the SACS - NYCs
short-term receivables are expected to be collected within one year.

Fixed Assets

Fixed assets are recorded at cost. Additions and improvements or betterments in excess of $2,500
with an estimated useful life of three or more years are capitalized. Depreciation and amortization

is computed using the straight -line method over the estimated useful lives of the assets. Fixed assets
acquired with certain government contract funds are recorded as expenses , pursuant to the terms
of the contract. The estimated useful lives of the assets are as follows:

Years
Equipment 3
Furniture and fixtures 3
Software 3
Renovations andimprovements Useful life or lease term, whichever is shorter

Asset Impairment

SACNYC reviews longlived assets, including equipment, for impairment whenever events or
changes in business circumstances indicate that the carrying amount of an asset may not be fully
recoverable. An impairment loss would be recognized when the estimated future cash flows from
the use of the asset are less than the carrying amount of that asset. As of June 30, 2020, there was
no such loss.

Revenue Recognition

12



Success Academy Charter Schools —NYC

Notes to Financial Statements

Per-pupil invoicing is managed on a bi-monthly basis to the funding source (local school district).
Billing is a function of student enroliment for the upcoming fiscal yea r, which is the basis for the
first two invoices per-pupil due June 15t and July 31, which is a projection . Subsequent invoices
are due bi-monthly. With the implementation of an automated-invoicing process through a
dedicated website, the submission of e ach invoice is done online. After the year is complete,
SACNYCsubmits the FTE per-pupil reconciliation, listing every student who attended any part of
the year, and the FTE each represents. Based on this final count, it calculates how much should
have been paid to SACINYC and included in the reconciliation will be any amounts due from the
funding source included in a ccounts receivable at year end or any amounts payable to the funding
source included in accounts payable at year 0.00234Cd as amounts ar0.00234 trued up to actual based on actual
numbers submitted at year end. This year -end FTE reconciliation will be prepared subsequent to
the year-end date and any payable or receivable created as a result of the FTE reconciliation is

13






Success Academy Charter Schools —NYC

Notes to Financial Statements

are presented by expense classification in total rather than functional category. Such information
does not include sufficient detail to constitute a presentation in conformity with U.S. GAAP
Accordingly, such information should be read in conjunction with the SACS -NYCs financial
statements for the year ended June 30, 2019, from which the summarized information  was derived.

Recently Adopted Accounting Pronouncements
Revenue from Contracts with Customers (Topic 606)

SACSNYC adopted Accounting Standards Update (ASU 2014-09, Revenue from Contracts with
Customers (Topic 606), as of July 1, 2019 using the modified -retrospective approach. This guidance
requires an entity to recognize revenue to depict the transfer of promised goods and services to
customers in an amount that reflects the consideration to which the entity expects to be entitled

in exchange for those goods or services. SACSNYCrevenue is derived primarily from per -pupil
revenue for services provided to students. Per-pupil revenues are recognized as revenue over the
course of the academic school year or program for which it is earned. The adopt ion of ASU 201409
did not result in a material change to the timing of when revenue is recognized.

Not-for -Profit Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made

In June 2018, the Financial Accounting Standards Board (FASB issued ASU 201808, Not-For-Profit
Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for Contributions Received
and Contributions Made . The update clarifies and improves current guidance by providing criteria
for determining whether the resource provider is receiving commensurate value in return for the
resources transferred, which, depending on the outcome, determines whether SACS- NYCfollows
contribution guidance or exchange -transactions guidance in the revenue recognition and other
applicable standards. The update also provides a more robust framework for determining whether

a contribution is conditional or unconditional, and for distinguishing a donor -imposed condition from
a donor-imposed restriction. The guidance is effective for the SACS -NYC's fiscal year 2020, and the
adoption of this update did not have a material impact on the SACS -NYC's financial statements.

Recent Accounting P ronouncements Issued but Not Yet Adopted

Leases

On February 25, 2016, the FASB issued ASU 20162, Leases which will require lessees to recognize
a lease liability, which is a lessee 's obligation to make lease payments arising from a lease,
measured on a discounted basis; and a right-of-use asset, which is an asset that represents the
lesse€'s right to use, or control the use of, a specified asset for the lease term. The standard is
effective for non -public business entities for fiscal years beginning after December 15, 2021
SACNYC is currently evaluating the impact of the adoption of ASU 2016 -02.

Reclassifications

Certain reclassifications have been made to the 2018 financial statements in order to conform to
the 2020 presentation.
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Success Academy Charter Schools —NYC

Notes to Financial Statements

3. Liquidity and Availability of Resources

SACNYCs financial assets available within one year of the statement of financial position date for
general expenditures are as follows:

June 30, 2020

Cash and cash equivalents $ 33,408,593
Grants and contracts receivables, net 10,730,964
44,139,557

16



Success Academy Charter Schools —NYC

Notes to Financial Statements

5. Related -Party Transactions
Due to Affiliate

Success Acaeémy Charter Schools, Inc. (the Network ), a not -for-profit organization dedicated to
helping start and manage charter schools, provides curriculum development, teacher leader
training, and school operations management to SACSNYC. Pursuant to the terms of the Academic
and Business Service Agreement with an effective date of July 1, 2016, SACSNYC pays the Network
an annual fee equal to th e total general full -time equivalent enrollment of students in SACS -NYC
multiplied by the “ per-pupil fee.” The per -pupil fee shall be equal to 15% of the final and adjusted
expense per-pupil for charter schools in the New York City school district as calcu lated by the New
York State Education Department annually. For operational efficiency and purchasing power,
SACNYC also shares common expenses with the Network.

For the year ended June 30, 2020, SACSNYC incurred $42,678,091 in management fees with a
balance due to the Network for $ 5,321,513. This balance represents expenses paid by the Network
on behalf of SACSNYC.

Amounts due to the Network , which included expenses paid on behalf of SACSNYC that are included
in other current liabilities as of June 30 , 2020, are as follows:

June 30, 2020

Employee benefits $ 426,539
School purchases 3,637,020
Medical insurance 1,257,954

$ 5,321,513

Loans Payable to Affiliated Organization

At various dates from July 2012 through June 2015, SACSNYC entered into borrowing arrangements

17
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Success Academy Charter Schools —NYC

Notes to Financial Statements

10. Commitments and Contingencies

Commitments

On November 2, 2017, SACNYC entered into an operating sub-lease agreement with a related party

to sub-lease the community facility unit at 555 10 " Avenue. The agreement expires on
June 30, 2022. SACSNYC leases equipment under multiple operating leas es that expire on various
dates through September 2022.

Future minimum lease payments for operating lease agreements are as follows:

Year ending June 30,

2021 $ 8,266,414
2022 7,433,668
2023 237,416
2024 7,656

$ 15,945,154

The aggregate rental expense is recognized on a straight-line basis over the lease term. The
difference between the expenses charged to operations in any year and the amount payable under
the lease during the year is recorded as deferred rent on the SACS -NYC's statement of financial
position, which will reverse over the lease terms. Deferred rent payable amounted to $3,114,496 as
of June 30, 2020.

Rent expense under the occupancy operating leases for the year ended June 30, 2020 amounted to
$3,518,524 included in total facility expense in the statement of functional expenses.

Contingencies

Certain grants and contracts may be subject to audit by the funding sources. Such audits might
result in disallowances of costs submitted for reimbursements. Managemen t is of the opinion that
such cost disallowances, if any, will not have a material effect on SACS -NYCs financial statements.
Accordingly, no amounts have been provided in the accompanying financial statements for such
potential claims. Additionally, SACS -NYC signed a loan guarantee for the Network’s non-revolving
line of credit , as
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Success Academy Charter Schools —NYC

Notes to Financial Statements

Additional Openings of Schools

SACNYC is in the process of opening two new schools for the new school year 2021, Success
Academy Middle SchoolHollis and Success Academy Middle SchooFar Rockaway. The total number
of schools operating under SACSNYC will increase to 48 schools.

SACINYCs management has performed subsequent event procedures through October 27, 2020
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Success Academy Charter Schools —NYC
Detailed Schedule of Activities by School

Year ended June 30, 2020
Ed Corp Harlem 1 Harlem 2 Harlem 3 Harlem 4 Harlem 5 Bronx 1 Bronx 2 Bronx 3 Bronx 4 Upper West HellW3g2 72 1¢
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Success Academy Charter Schools —NYC
Detailed Schedule of Activities by School (Continued)

Year ended June 30, 2020

MS Harlem MS Harlem MS Harlem MS Harlem MS Harlem
Central West North Central North West East
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Success Academy Charter Schools —NYC
Detailed Schedule of Activities by School (Continued)

Year ended June 30, 2019

HS Liberal MS SA Hudson MS Ditmus MS Hudson HS Liberal
Arts  Williamsburg Harlem 6 Yards MS Myrtle Park Yards MS Bronx 3 Arts Bronx Queens 1 LaFayette
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Success Academy Charter Schools - NYC

Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2020

1. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal
award activity of Success Academy Charter Schools- NYC (SACSYC) under programs of the federal
government for the year ended June 30, 20 20. The information in this Schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards (Uniform
Guidance). Because the Schedule presents only a selected portion of the operations of the
SACNYC, itis not intended to and does not present the financial position, changes in net assets or
cash flows of SACSNYC.

2. Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting . Such
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether SACSNYCs financial statements are
free from materi al 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 financial statement s. 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 reportis 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.

October 27, 2020
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SuccessAcademy Charter Schools — NYC

Schedule of Findings and Questioned Costs
Year Ended June 30, 2020

Section 1. Summary of Auditor ’'s Results

Financial Statements
Type of report
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