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BDO USA, P.C., a Virginia professional corporation, is the U.S. member of BDO International Limited, a UK company limited by guarantee, 
and forms part of the international BDO network of independent member firms. BDO is the brand name for the BDO network and for each 
of the BDO Member Firms.

Welcome

October 13, 2023

To the Audit Committee 

St. Hope Leadership Academy Charter School

Professional standards require us to communicate with you regarding matters related to the audit, that are, 
in our professional judgment, significant and relevant to your responsibilities in overseeing the financial 
reporting process. On July 27, 2023 we presented an overview of our plan for the audit of the financial 
statements of St. Hope Leadership Academy Charter School (the “School”) as of and for the year ended June 
30, 2023 including a summary of our overall objectives for the audit, and the nature, scope, and timing of the 
planned audit work.

This communication is intended to elaborate on the significant findings from our audit, including our views on 
the qualitative aspects of the School’s accounting practices and policies, management’s judgments and 
estimates, financial statement disclosures, and other required matters.

We are pleased to be of service to the School and look forward to meeting with you to discuss our audit 
findings, as well as other matters that may be of interest to you, and to answer any questions you might 
have. 

Respectfully, 

(signed BDO, USA, P.C.)

ADAM COLE
Engagement Partner
acole@bdo.com

JIMMY VORA
Engagement Director
jvora@bdo.com
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Status of Our Audit

We have substantially completed our audit of the financial statements as of and for the year ended June 30, 2023. Our audit was
conducted in accordance with auditing standards generally accepted in the United States of America. This audit of the financial
statements does not relieve management or those charged with governance of their responsibilities.

 The objective of our audit was to obtain reasonable - not absolute - assurance about whether the financial statements are free
from material misstatements.

 The scope of the work performed was substantially the same as that described to you in our earlier Audit Planning
communications.

 We expect to issue an unmodified opinion on the financial statements and release our report on October 2023.

 Our responsibility for other information in documents containing the School’s audited financial statements does not extend
beyond the financial information identified in the audit report, and we are not required to perform procedures to corroborate
such other information. However, in accordance with professional standards, we will read the information included by the
School and consider whether such information, or the manner of its presentation, is materially inconsistent with its
presentation in the financial statements. Our responsibility also includes calling to management’s attention any information
that we believe is a material misstatement of fact. We have not identified any material inconsistencies or concluded there are
any material misstatements of facts in the other information that management has chosen not to correct.

 All records and information requested by BDO were freely available for our inspection.
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Results of the Audit

The following summarizes the more significant required communications related to our audit
concerning the School’s accounting practices, policies, and estimates:

The School’s significant accounting practices and policies are those included in Note 2 to the
financial statements. These accounting practices and policies are appropriate, comply with
the applicable financial reporting framework and industry practice, were consistently
applied, and are adequately described within Note 2 to the financial statements.

 A summary of recently issued accounting pronouncements is included in Note 2 to the
School’s financial statements.

 In September 2020, the Financial Accounting Standards Board (“FASB”) issued Accounting
Standards Update (“ASU”) 2020-07, Presentation and Disclosures by Not-for-Profit Entities
for Contributed Nonfinancial Assets (Topic 958). The update requires not-for-profits to
present contributed nonfinancial assets as a separate line item on the statement of
activities, and to disclose information regarding each type of contributed nonfinancial
assets. The update is effective for financial statements issued for fiscal years beginning
after June 15, 2021. The School adopted this ASU as of July 1, 2021. The adoption of this
ASU did not have a material impact on the financial statements.

 There were no other changes in significant accounting policies and practices during June
30, 2023.

Significant estimates are those that require management’s most difficult, subjective, or
complex judgments, often as a result of the need to make estimates about the effects of
matters that are inherently uncertain. The School’s significant accounting estimates,
including a description of management’s processes and significant assumptions used in
development of the estimates, are disclosed in Note 2 of the financial statements.

ACCOUNTING PRACTICES, POLICIES, AND ESTIMATES

 Management did not make any significant changes to the processes or significant 
assumptions used to develop the significant accounting estimates in June 30, 2023.

Significant Accounting Estimates

Allowances on accounts/contributions receivable

Useful Lives of Fixed Assets

Allocation of functional expenses

Fair value measurements
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Results of the Audit

QUALITATIVE ASPECTS OF THE SCHOOL’S FINANCIAL REPORTING
A discussion will be held regarding the quality of the School’s financial reporting, which will include:

Qualitative Aspects 
of Significant 

Accounting Policies 
and Practices

Our Conclusions 
Regarding Significant 

Accounting 
Estimates

Significant Unusual 
Transactions

Financial Statement 
Presentation and 

Disclosures

New Accounting 
Pronouncements

Alternative 
Accounting 
Treatments
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Results of the Audit

CORRECTED AND UNCORRECTED MISSTATEMENTS
There were no corrected misstatements, other than those that were clearly trivial, related to accounts and/or disclosures that 
we brought to the attention of management.

Please refer to the schedule of Proposed Adjusting Journal Entries (PAJEs) in Appendix A. We concur with management’s
assessment that the effects of not recording such adjustments are, both individually and in the aggregate, immaterial to the
consolidated financial statements taken as a whole, considering both qualitative and quantitative factors. None of the proposed
adjustments could potentially cause future-period financial statement to be materially misstated.
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Highlights: Results of the Audit – Assets

 The decrease in cash value in CY by approximately $569k is mainly due to the increase in Accounts Receivable, primarily resulting
from the inclusion of ARP and ESSER 2 grants receivable. This shift has led to a reduction in the available cash balance.

 The increase in Accounts Receivable by approximately $505k is attributed to the inclusion of ARP and ESSER 2 grants receivable.
These grants, aimed at addressing specific financial needs in the organization, have contributed to the rise in the outstanding
amounts owed to the organization.

2023 2022 Change
Cash and cash equivalents  $      634,964  $     1,204,288 (569,324)$       
Cash - restricted            75,398             75,390 8                    
Grants and other receivable       1,383,355           877,474 505,881          
Investments       2,811,668        2,739,531 72,137            
Prepaid expenses and other assets          224,649             17,627 207,022          
Property, plant, & equipment, net          470,897           539,800 (68,903)          

 $   5,600,931  $     5,454,110  $        146,821 

 

ASSETS
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Highlights: Results of the Audit – Liabilities and Net Assets

2023 2022 Change

Accounts payable and accrued expenses  $      379,918  $        215,586 164,332$        

Accrued salaries and other payroll related expenses          178,033           280,815          (102,782)

Deferred grant revenue              2,184             21,009            (18,825)

Total Liabilities  $      560,135  $        517,410  $         42,725 

Net Assets - Without Donor Restrictions

        Undesignated  $   5,040,796  $     4,936,700           104,096 

Total Net Assets  $   5,040,796  $     4,936,700  $        104,096 

Total Liabilities and Net Assets  $   5,600,931  $     5,454,110  $        146,821 

LIABILITIES AND NET ASSETS
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Highlights: Results of the Audit – Liabilities and Net Assets

2023 2022
Net assets without donor restrictions  $   5,040,796  $     4,936,700 

          Reconciliation of the Change in Net Assets 2023 2022

          Change in Net Assets          104,096           144,131 

          Net change (decrease)          (40,035)

          The following represents significant fluctuations in the
          change in net assets between the current and prior year:
               Decrease in revenue and support  $    (623,514) Refer to page 12

               Decrease in expenses          583,479 Refer to page 13

 $      (40,035)

Change
104,096$                   

NET ASSETS
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Highlights: Results of the Audit – Revenues

 The decrease in revenue by $773k is noted due to decline in student enrollment which resulted in decrease in overall revenue.
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Highlights: Results of the Audit – Expenses

 The decrease in program services is mainly due to decrease in number of students and reduction in payroll expense.
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Highlights: Results of the Audit – Expenses (continued)

 Payroll decreased because a few positions from FY22 remained unfilled and several terminations during FY23 were either late replacing or remained
open as well.
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Highlights: Results of the Audit – Expenses (continued)

 The decrease in overall expenses is directly related to reduction in payroll expense.

Supporting 
Services

General 
Education 

Special 
Education Total 

Total 
Management 
and General Total Expenses

June 30, 2023  $   3,368,399  $   1,736,458  $   5,104,857  $      744,059  $   5,848,916 
June 30, 2022        3,604,137        2,010,938        5,615,075           817,320        6,432,395 
Increase ($)  $    (235,738)  $    (274,480)  $    (510,218)  $      (73,261)  $    (583,479)

Supporting 
Services

General 
Education 

Special 
Education Total 

Total 
Management 
and General Total Expenses

June 30, 2023 58% 30% 87% 13% 100%
June 30, 2022 56% 31% 87% 13% 100%
Increase / (Decrease) (%) 2% -1% 0% 0%

FUNCTIONAL CLASS ANALYSIS ($)

Program Services

FUNCTIONAL CLASS ANALYSIS (%)

Program Services
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Highlights: Results of the Single Audit
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Highlights: Results of the Single Audit
 For FY 2023, the School had applicable federal expenditures amounting to $834,500. This amount was greater than the $750,000 established dollar threshold and therefore subject to Single

Audit under Uniform Guidance.

 Due to the School not being subject to Single audit in the past two audit periods, the School does not qualify as a low-risk auditee.

 Based on our evaluations of federal programs included in the Schedule of Expenditures of Federal Awards (SEFA). The major programs audited in FY 2023 were the Coronavirus Response and
Relief Supplemental Appropriations Act, 2021 - Emergency Assistance for Non-Public Schools (CRRSA EANS), and the American Rescue Plan - Elementary and Secondary School Emergency
Relief (ARP ESSER).
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Highlights: Results of the Single Audit
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Historical Trends
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Historical Trends
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Historical Trends
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Internal Control Over 
Financial Reporting
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Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School’s internal control over financial reporting (internal control) 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 internal control. 
Accordingly, we do not express an opinion on the effectiveness of the School’s internal control.

Our consideration of internal control was for the limited purpose described above and was not designed to identify all deficiencies in internal control that might be significant deficiencies or 
material weaknesses.

We are required to communicate, in writing, to those charged with governance all material weaknesses and significant deficiencies that have been identified in the School’s internal control over 
financial reporting. The definitions of control deficiency, significant deficiency and material weakness follow:

Category Definition

Control Deficiency 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.

Significant Deficiency A deficiency or 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.

Material Weakness A deficiency or combination of deficiencies in internal control, such that there is a reasonable possibility that a material misstatement of the School’s financial
statements will not be prevented or detected and corrected on a timely basis.

In conjunction with our audit of the financial statements, we noted no material weaknesses.
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Additional Required 
Communications
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Other Required Communications

Following is a summary of other required items, along with specific discussion points as they pertain to the School:

Requirement Discussion Point

Significant changes to planned audit strategy 
or significant risks initially identified

There were no significant changes to the planned audit strategy or significant risks initially identified and previously communicated to those 
charged with governance as part of our Audit Planning communications.

Obtain information from those charged with 
governance relevant to the audit

There were no matters noted relevant to the audit, including, but not limited to: violations or possible violations of laws or regulations; risks of 
material misstatement, including fraud risks; or tips or complaints regarding the School’s financial reporting that we were made aware of as a 
result of our inquiry of those charged with governance. 

Nature and extent of specialized skills or 
knowledge needed related to significant risks

There were no specialized skills or knowledge needed, outside of the core engagement team, to perform the planned audit procedures or 
evaluate audit results related to significant risks.

Consultations with other accountants We are not aware of any consultations about accounting or auditing matters between management and other independent public accountants. 
Nor are we aware of opinions obtained by management from other independent public accountants on the application of requirements of an 
applicable financial reporting framework.

Significant findings and issues arising during 
the audit in connection with the School’s 
related parties

We have evaluated whether the identified related party relationships and transactions have been appropriately identified, accounted for, and 
disclosed and whether the effects of the related party relationships and transactions, based on the audit evidence obtained, prevent the 
financial statements from achieving fair presentation. 
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Other Required Communications

Following is a summary of other required items, along with specific discussion points as they pertain to the School : 

Requirement Discussion Point

Disagreements with management There were no disagreements with management about matters, whether or not satisfactorily resolved, that individually or in aggregate could be 
significant to the School’s financial statements or to our auditor’s report. 

Significant difficulties encountered during 
the audit

There were no significant difficulties encountered during the audit.

Matters that are difficult or contentious for 
which the auditor consulted outside the 
engagement team

There were no difficult or contentious matters that we consulted with others outside the engagement team that we reasonably determined to 
be relevant to those charged with governance regarding their oversight of the financial reporting process.

If applicable, other matters significant to the 
oversight of the School’s financial reporting 
process, including complaints or concerns 
regarding accounting or auditing matters

There are no other matters that we consider significant to the oversight of the School’s financial reporting process that have not been previously 
communicated. 

Representations requested from management Please refer to the management representation letter.
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Independence

Our engagement letter to you dated May 8, 2023 describes our responsibilities in accordance 
with professional standards and certain regulatory authorities with regard to independence 
and the performance of our services. This letter also stipulates the responsibilities of the 
School with respect to independence as agreed to by the School. Please refer to that letter 
for further information.
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Audit Firm System of Quality Management

An audit firm’s system of quality control (aka system of quality management) is essential to how the firm conducts audits and is
in place to protect donors, stakeholders and other users of financial statements.

QUALITY MANAGEMENT STANDARDS

In June 2022, the AICPA Auditing Standards Board (ASB) issued the following interrelated standards on audit quality management 
(collectively, the QM standards), which are designed to improve a CPA firm’s risk assessment and audit quality. The effective 
date of the QM standards is December 15, 2025. 

We will continue to provide you with updates on 
our progress. Currently, you may find discussion 
of BDO’s system of quality control within our 
annual Audit Quality Reports, the most recent of 
which is accessible here.

Statement on Quality Management 
Standards (SQMS) No. 1

A Firm’s System of Quality Management

Statement on Quality Management 
Standards (SQMS) No. 2

Engagement Quality Reviews

Statement on Auditing Standards (SAS) 
No. 146

Quality Management for an Engagement 
Conducted in Accordance With Generally 
Accepted Auditing Standards

BDO has assessed the requirements of the QM standards and has analyzed our firm’s current system of quality management to identify 
changes and improvements necessary for compliance. This includes the identification of quality objectives, quality risks and the
assessment of those quality risks, and responses to address those risks. We are further working with BDO Global to appropriately
integrate processes deployed at a global level into our firm’s system of quality management. 

https://www.bdo.com/services/assurance/audit-quality/audit-quality
https://www.bdo.com/insights/assurance/corporate-governance/2022-2021-bdo-audit-quality-report
https://www.bdo.com/insights/assurance/corporate-governance/2022-2021-bdo-audit-quality-report
https://www.aicpa.org/resources/download/aicpa-statement-on-quality-management-standards-no-1
https://www.aicpa.org/resources/download/aicpa-statement-on-quality-management-standards-no-1
https://www.aicpa.org/resources/download/aicpa-statement-on-quality-management-standards-no-2
https://www.aicpa.org/resources/download/aicpa-statement-on-quality-management-standards-no-2
https://www.aicpa.org/resources/download/aicpa-statement-on-auditing-standards-no-146
https://www.aicpa.org/resources/download/aicpa-statement-on-auditing-standards-no-146
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PEER REVIEWS

As a member of the AICPA, we are
subject to triennial external peer
reviews of the portion of our auditing
practice applicable to non-SEC issuers.

Our 2021 peer review concluded that
the system of quality for the firm’s
accounting and auditing practice
applicable to non-SEC issuers was
suitably designed, and the firm had
complied with its own quality
guidelines.

The peer review also concluded the
system provided the firm with
reasonable assurance of performing and
reporting in conformity with applicable
professional standards in all material
respects. Firms can receive a rating of
pass, pass with deficiency(ies), or fail.

Our firm received a rating of pass.

Peer Review Report
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Appendix
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Appendix A – Schedule of Proposed Adjusting Journal Entries Report
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At BDO, our purpose is helping people thrive, every day. Together, we are focused on delivering exceptional and sustainable outcomes — for our people, our clients and our 
communities. Across the U.S., and in over 160 countries through our global organization, BDO professionals provide assurance, tax and advisory services for a diverse range of 
clients.

BDO is the brand name for the BDO network and for each of the BDO Member Firms. 

BDO USA, P.C., a Virginia professional corporation, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the international 
BDO network of independent member firms. www.bdo.com

Material discussed in this publication is meant to provide general information and should not be acted on without professional advice tailored to your needs.

© 2023 BDO USA, P.C.. All rights reserved.

http://www.bdo.com/
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