LEEP
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MBAF CPAs, LLC
600 Third Avenue, 3" Floor
New York, NY 10016

This representation letter is provided in connection with your audit of the financial statements of LEEP Dual
Language Academy Charter School (the “School”), which comprise the statement of financial position as of June
30, 2020, and the related statements of activities, functional expenses, and cash flows for the period from
November 6, 2018 (date of inception) to June 30, 2020, and the related notes to the financial statements, for the
purpose of expressing an opinion on whether the financial statements are presented fairly, in all material respects,
in accordance with accounting principles generally accepted in the United States (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. ltems are
considered material, regardless of size, if they involve an omission or misstatement of accounting information
that, in the light of surrounding circumstances, makes it probable that the judgment of a reasonable person relying
on the information would be changed or influenced by the omission or misstatement.

We confirm that to the best of our knowledge and belief, having made such inquiries as we considered necessary
for the purpose of appropriately informing ourselves as of the date of this letter as signed below, the following
representations made to you during your audit:

Financial Statements

o We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated May 8,
2019, for the preparation and fair presentation of the financial statements in accordance with U.S. GAAP.

e We acknowledge our responsibility for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

¢ We acknowledge our responsibility for the design, implementation, and maintenance of internal control to
prevent and detect fraud.

o  With regard to nonaudit services performed by you, we acknowledge our responsibility to:
a. Assume all management responsibilities;
b. Oversee the services by designating an individual who possesses suitable skill, knowledge, or
experience;
c. Evaluate the adequacy and results of the services performed; and
d. Accept responsibility for the results of the services.

¢ Significant assumptions we used in making accounting estimates, including those measured at fair value,
are reasonable.

o Related party relationships and transactions have been appropriately accounted for and disclosed in
accordance with the requirements of U.S. GAAP.

¢ All events subsequent to the date of the financial statements and for which U.S. GAAP requires
adjustment or disclosure have been adjusted or disclosed.

¢ The School has no plans or intentions that may materially affect the carrying value or classifications of
assets, liabilities, or net asset balances.



e The effects of all known actual or possible litigation, claims, and assessments have been accounted for
and disclosed in accordance with U.S. GAAP.

¢ We have complied with all contractual agreements, grants, and donor restrictions.

¢« We have accurately presented the School's position regarding taxation and tax-exempt status.
e The bases used for allocation of functional expenses are reasonable and appropriate.

e Material concentrations have been appropriately disclosed in accordance with U.S. GAAP.

¢ Guarantees, whether written or oral, under which the School is contingently liable, have been properly
recorded or disclosed in accordance with U.S. GAAP.

¢« We have included in the financial statements all assets and liabilities under the School’s control.
e With respect to the preparation of the School's Form 990, we have performed the following:
Made all management decisions and performed all management functions;

Assigned a competent individual to oversee the services;

Evaluated the adequacy of the services performed;

Evaluated and accepted responsibility for the result of the services performed; and
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Established and maintained internal controls, including monitoring ongoing activities.

Information Provided
« We have provided you with:

a. Access to all information, of which we are aware, that is relevant to the preparation and fair
presentation of the financial statements, such as records, documentation, and other matters;

b. Additional information that you have requested from us for the purpose of the audit; and

c. Unrestricted access to persons within the entity from whom you determined it necessary to obtain
audit evidence.

¢ All material transactions have been recorded in the accounting records and are reflected in the financial
statements.

e We have provided you with all board minutes as of the report date of the financial statements and there
are no other minutes.

» We have disclosed to you the results of our assessment of the risk that the financial statements may be
materially misstated as a resuilt of fraud.

* \We have no knowledge of any fraud or suspected fraud that affects the organization and involves:
a. Management,
b. Employees who have significant roles in internal control, or
c. Others where the fraud could have a material effect on the financial statements.

« We have no knowledge of any allegations of fraud or suspected fraud affecting the School’s financial
statements communicated by employees, former employees, grantors, regulators, or others.

e We have no knowledge of any instances of noncompliance or suspected noncompliance with laws and
regulations whose effects should be considered when preparing financial statements.

e There were no designations of net assets disclosed to you that were not properly authorized and
approved, or reclassifications of net assets that have not been properly reflected in the financial
statements.

¢ We have complied with all restrictions on resources (including donor restrictions) and all aspects of
contractual and grant agreements that would have a material effect on the financial statements in the



event of noncompliance. This includes complying with donor requirements to maintain a specific asset
composition necessary to satisfy their restrictions.

We have disclosed to you all known actual or possible litigation, claims, and assessment whose effects
should be considered when preparing the financial statements.

Contributed services are only recorded as contributions in kind, at their fair value, provided they meet the
criteria for recognition. No donated services and goods were received during the period from November
6, 2018 (date of inception) to June 30, 2020.

We are not aware of any pending or threatened litigation, claims, or assessments or unasserted claims or
assessments that are required to be accrued or disclosed in the financial statements in accordance with
U.S. GAAP, and we have not consulted a lawyer concerning litigation, claims, or assessments.

During the period from November 8, 2018 (date of inception) to June 30, 2020, the NYCDOE owed the
School Title |, Title I, Special Charter School Aid, and CSP grant funds totaling $98,144.

We have approved the allocation of functional expense between program service performances,
management and general and fundraising expenses. This allocation has been properly disclosed in the
financial statements.

We are aware and are in compliance with the Federal Funding Accountability and Transparency Act
reporting requirements and reporting timeline for awards that fall within the tiered reporting requirements.

We have disclosed to you the identity of the School’s related parties and all the related party relationships
and transactions of which we are aware.

The School has satisfactory title to all owned assets, and there are no liens or encumbrances on such
assets nor has any asset been pledged as collateral.

There have been no communications from regulatory agencies concerning noncompliance with or
deficiencies in accounting, internal control, or financial reporting practices.

There are no:

a. Violations or possible violations of laws or regulations, or provisions of contracts or grant
agreements whose effects should be considered for disclosure in the financial statements or as a
basis for recording a loss contingency.

b. Unasserted claims or assessments that our lawyer has advised are probable of assertion and
must be disclosed in accordance with FASB Accounting Standards Codification TM (ASC) 450,
Contingencies.

c. Other liabilities or gain or loss contingencies that are required to be accrued or disclosed by ASC-
450.

We are responsible for compliance with the laws, regulations, and provisions of contracts and grant
agreements applicable to us; and we have identified and disclosed to you all laws, regulations and
provisions of contracts and grant agreements that we believe have a direct and material effect on the
determination of financial statement amounts or other financial data significant to the audit objectives.

LEEP Dual Language Academy Charter School is an exempt organization under Section 501 (c) (3) of
the Internal Revenue Code. Any activities of which we are aware that would jeopardize the Organization's
tax-exempt status, and all activities subject to tax on unrelated business income or excise or other tax,
have been disclosed to you. All required filings with tax authorities are up-to-date.

We acknowledge our responsibility for presenting the financial statements in accordance with U.S. GAAP,
and we believe the financial statements, including its form and content, is fairly presented in accordance
with U.S. GAAP. The methods of measurement and presentation of the financial statements have not
changed from those used in the prior period, and we have disclosed to you any significant assumptions or
interpretations underlying the measurement and presentation of the supplementary information.



We have approved all standard, adjusting or correcting journal entries to our financial statements
proposed to you.

We have approved a draft of the financial statements.
We acknowledge the communication to the board of trustees which includes your recommendations.

We are aware that Marc Taub is the engagement partner and is responsible for supervising the
engagement and signing the report.

Very truly yours,
LEEP Dual Language Academy Charter School

/0/2‘2/92{,
y [T

(Date

Executive Director (Date)



LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL

JUNE 30, 2020

EMBAFK

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS




LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL

TABLE OF CONTENTS

INDEPENDENT AUDITOR’'S REPORT 1-2

FINANCIAL STATEMENTS:

Statement of Financial Position 3
Statement of Activities 4
Statement of Functional Expenses 5
Statement of Cash Flows 6
Notes to Financial Statements 7-13

Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards 14 -15



~MBAF

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
LEEP Dual Language Academy Charter School

Report on the Financial Statements

We have audited the accompanying financial statements of LEEP Dual Language Academy Charter
School (the “School”), which comprise the statement of financial position as of June 30, 2020, and
the related statements of activities, functional expenses, and cash flows for the period from
November 6, 2018 (date of inception) to June 30, 2020, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to
the School’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the School’'s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

An independent member of Baker Tilly International

600 THIRD AVENUE, 3RD FLOOR, NEW YORK NY 10016 @ T2125761400 e F2125761414 e MBAFCPA.COM
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CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of LEEP Dual Language Academy Charter School as of June 30, 2020, and the
changes in its net assets and its cash flows for the period from November 6, 2018 (date of inception)
to June 30, 2020, in accordance with accounting principles generally accepted in the United States
of America.

Emphasis of Matter

As further discussed in Note 8 to the financial statements, a global pandemic has been declared by
the World Health Organization as a result of the rapidly growing outbreak of the coronavirus, COVID-
19. The extent and ultimate impact of COVID-19 on the School’s operating and financial performance
cannot be predicted at this time. Our opinion is not modified with respect to this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October
22, 2020, on our consideration of LEEP Dual Language Academy Charter School’s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to describe
the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the effectiveness of internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering LEEP Dual Language Academy Charter School's
internal control over financial reporting and compliance.

MBAT W, LLC

New York, NY
October 22, 2020



LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2020

ASSETS
Cash $ 179,026
Cash - restricted 73,781
Grants and other receivables 211,452
Prepaid expenses and other assets 115,059
Property and equipment, net 557,199
TOTAL ASSETS $ 1,136,517

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable and accrued expenses $ 87,866
Accrued salaries and other payroll related expenses 82,314
Due to NYC Department of Education 3,426
Obligation under capital lease 90,193
Line of credit 305,226
Paycheck Protection Program loan payable 422,665
TOTAL LIABILITIES 991,690
NET ASSETS
Net assets - without donor restrictions 134,827
Net assets - with donor restrictions 10,000
TOTAL NET ASSETS 144,827
TOTAL LIABILITIES AND NET ASSETS $ 1,136,517

The accompanying notes are an integral part of these financial statements.
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LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL
STATEMENT OF ACTIVITIES
FOR THE PERIOD FROM NOVEMBER 6, 2018 (DATE OF INCEPTION) TO JUNE 30, 2020

CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS

OPERATING REVENUE WITHOUT DONOR RESTRICTIONS

State and local per pupil operating revenue $ 2,186,315
Government grants and contracts 1,484,517
3,670,832
EXPENSES
Program services
General education 2,304,898
Special education 732,803
Management and general 1,170,083
4,207,784
DEFICIT FROM SCHOOL OPERATIONS (536,952)
SUPPORT AND OTHER INCOME
Contributions and other grants 669,376
Interest income 131
Other income 2,272
671,779
INCREASE IN NET ASSETS WITHOUT DONOR RESTRICTIONS 134,827

CHANGES IN NET ASSETS WITH DONOR RESTRICTIONS

Grants 10,000
INCREASE IN NET ASSETS WITH DONOR RESTRICTIONS 10,000
CHANGE IN NET ASSETS 144,827

NET ASSETS - BEGINNING OF PERIOD -

NET ASSETS - END OF PERIOD $ 144,827

The accompanying notes are an integral part of these financial statements.
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LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL
STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM NOVEMBER 6, 2018 (DATE OF INCEPTION) TO JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from operating revenue $ 3,462,806

Cash paid to employees and suppliers
Cash received from interest income
Other cash received

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from line of credit
Repayment of line of credit
Proceeds from Paycheck Protection Program loan
Payments on obligation under capital lease

NET CASH PROVIDED BY FINANCING ACTIVITIES
NET INCREASE IN CASH
CASH AND CASH - RESTRICTED - BEGINNING OF PERIOD

CASH AND CASH - RESTRICTED - END OF PERIOD $

Reconciliation of change in net assets to net cash provided by operating activities:

Change in net assets $
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation
Changes in operating assets and liabilities:
Grants and other receivables
Prepaid expenses and other assets
Accounts payable and accrued expenses
Accrued salaries and other payroll related expenses
Due to NYC Department of Education

NET CASH PROVIDED BY OPERATING ACTIVITIES $

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES:
Equipment acquired by incurring capital lease obligations $

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Cash and Cash - Restricted Consists of:
Cash $
Cash - restricted

$

Cash paid during the period for:
Interest $

(4,095,748)
131

681,648

48,837

(469,934)
(469,934)

605,236
(300,010)
422,665

(53,987)

673,904

252,807

252,807

144,827

56,915

(211,452)

(115,059)
87,866
82,314
3,426

48,837

144,180

179,026
73,781

252,807

51,595

The accompanying notes are an integral part of these financial statements.
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LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

NATURE OF THE ORGANIZATION

LEEP Dual Language Academy Charter School (the “School”) is a not-for-profit public charter school located in
Sunset Park, Brooklyn, New York pursuant to Article 56 of the Educational Law of the State of New York. On
November 6, 2018, 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. The School opened in the Fall of 2019 and
currently operates classes for students in kindergarten and first grade.

The School is exempt from Federal income tax under Section 501(a) of the Internal Revenue Code (“IRC”) as an
organization described in Section 501(c)(3) of the IRC and a similar provision under New York State income tax
laws. The School has also been classified as an entity that is not a private foundation within the meaning of Section
509(a) of the IRC and qualifies for deductible contributions as provided in Section 170(b)(1)(A)(ii) of the IRC. The
School, located in Brooklyn, primarily educates children residing in District 15.

The School’s primary sources of income are government grants, contracts, and per pupil funding.

The New York City Department of Education (“NYCDOE”) provides free transportation directly to a majority of the
School’s students. The School provides free lunch to all of the School’s students.

SIGNIFICANT ACCOUNTING POLICIES

Financial Statement Presentation

The School’s financial statements have been prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America (“U.S. GAAP”).

The classification of the School’s net assets and its support, revenues, and expenses is based on the existence or
absence of donor-imposed restrictions. It requires that the amounts for each of the two classes of net assets — with
donor restrictions or without donor restrictions — be displayed in a statement of financial position and that the
amount of change in each of those classes of net assets be displayed in a statement of activities.

These classes are defined as follows:

Net Assets with Donor Restrictions consist of contributions and other inflows of assets whose use is subject
to donor-imposed restrictions that are more specific than broad limits reflecting the nature of the not-for-profit
entity, the environment in which it operates and the purposes specified in its articles of incorporation or bylaws
or comparable documents. Donor-imposed restrictions may be temporary in nature, such as stipulating that
resources may be used only after a specified date or limited to specific programs or services. Certain donor-
imposed restrictions are perpetual in nature.

Net Assets without Donor Restrictions consist of contributions and other inflows of assets whose use is not
subject to donor-imposed restrictions. This net asset category includes both contributions not subject to donor
restrictions and exchange transactions.

Cash — Restricted

An escrow account of $73,781 is held aside for contingency purposes as required by the Board of Regents of the
State University of New York.



LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Grants and Other Receivables

Grants and other receivables represent unconditional promises to give by donors. Grants and other receivables
that are expected to be collected within one year are recorded at net realizable value, and amount to $211,452 at
June 30, 2020. The School evaluates the collectability of the receivables and employs the allowance method. The
School has determined that no allowance for uncollectible accounts for grants and other receivables is necessary
as of June 30, 2020. Such estimate is based on management’s assessments of the creditworthiness of its grantors,
the aged basis of its receivables, as well as current economic conditions.

Revenue Recognition

Revenue from state and local governments resulting from the School’s charter status is based on the number of
students enrolled and is recorded when services are performed in accordance with the charter agreement.

Revenue from federal, state and local government grants and contracts are recorded by the School when qualifying
expenditures are incurred and billable. Funds received in advance for which qualifying expenditures have not been
incurred, if any, are reflected as refundable advances from state and local government grants in the accompanying
statement of financial position.

Contributions are recognized when the donor makes a promise to give to the School that is, in substance,
unconditional. Grants and other contributions of cash are reported as net assets with donor restrictions if they are
received with donor stipulations. When a purpose restriction is satisfied or when a time restriction expires, the
contribution is reported as net assets released from restrictions and is recognized in changes in net assets without
donor restrictions. Contributions of assets other than cash are recorded at their estimated fair value.

The School receives a substantial portion of its support and revenue from the NYCDOE. If the charter school laws
were modified, reducing or eliminating these revenues, the School’s finances could be materially adversely
affected.

Property and Equipment

Property and equipment are stated at cost and are depreciated on the straight-line method over the estimated
useful lives of the assets. Leasehold improvements are amortized over the shorter of the life of the asset or the
period covered by the charter. The School has established a $3,000 threshold above which assets are evaluated
to be capitalized. Property and equipment acquired with certain government contract funds is recorded as an
expense pursuant to the terms of the contract in which the government funding source retains ownership of the
property. Maintenance and repairs are charged to expense as incurred; major renewals and betterments are
capitalized.

Impairment

The School reviews long-lived assets to determine whether there has been any permanent impairment whenever
events or circumstances indicate the carrying amount of an asset may not be recoverable. If the sum of the
expected future undiscounted cash flows is less than the carrying amount of the assets, the School recognizes an
impairment loss. No impairment losses were recognized for the period ended June 30, 2020.

Advertising
The School expenses advertising costs as incurred. The School incurred $158,374 of advertising costs for the

period ended June 30, 2020, which is included in the accompanying statement of functional expenses under student
and staff recruitment.



LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Functional Allocation of Expenses

Expenses that can be directly identified with the program or supporting service to which they relate are charged
accordingly. Other expenses by function have been allocated among program and supporting service
classifications based upon benefits received.

Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Subsequent Events

The School has evaluated events through October 22, 2020, which is the date the financial statements were
available to be issued.

Income Taxes

The School follows the accounting standard for uncertainty in income taxes. The standard prescribes a minimum
recognition threshold and measurement methodology that a tax position taken or expected to be taken in a tax
return is required to meet before being recognized in the financial statements. It also provides guidance for
derecognition, classification, interest and penalties, disclosure, and transition.

The School files informational returns in the federal jurisdictions. The School is subject to federal tax examinations
for all fiscal years in which informational returns were filed.

The School believes that it has appropriate support for the positions taken on its tax returns. Nonetheless, the
amounts ultimately paid, if any, upon resolution of the issues raised by the taxing authorities may differ materially
from the amounts accrued for each year. Management believes that its nonprofit status would be sustained upon
examination.

Should there be interest on underpayments of income tax, the School would classify it as interest expense. The
School would classify penalties in connection with underpayments of income tax as other expense.

Recent Accounting Pronouncements

Revenue from Contracts with Customers

In May 2014, the Financial Accounting Standards Board (“FASB”) issued an accounting standards update which
affects the revenue recognition of entities that enter into either (1) certain contracts to transfer goods or services to
customers or (2) certain contracts for the transfer of nonfinancial assets. The update indicates an entity should
recognize revenue in an amount that reflects the consideration the entity expects to be entitled to in exchange for
the goods or services transferred by the entity.

The update is to be applied to the beginning of the year of implementation or retrospectively. In June 2020, the
FASB issued an accounting standards update which defers the required effective date of the update for one year.
As a result, entities may elect to adopt the update for annual reporting periods beginning after December 15, 2019,
and for interim reporting periods beginning after December 15, 2020, with early application permitted. The School
has elected the deferral and is currently evaluating the effect the update will have on its financial statements.



LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Recent Accounting Pronouncements (continued)

Lease Accounting

In February 2016, the FASB issued an accounting standards update which amends existing lease guidance. The
update requires lessees to recognize a right-of-use asset and related lease liability for many operating leases now
currently off-balance sheet under current U.S. GAAP. Also, the FASB has issued amendments to the update with
practical expedients related to land easements, lessor accounting, and disclosures related to accounting changes
and error corrections.

The update originally required transition to the new lease guidance using a modified retrospective approach which
would reflect the application of the update as of the beginning of the earliest comparative period presented. A
subsequent amendment to the update provides an optional transition method that allows entities to initially apply
the new lease guidance with a cumulative-effect adjustment to the opening balance of equity in the period of
adoption. If this optional transition method is elected, after the adoption of the new lease guidance, the School’s
presentation of comparative periods in the financial statements will continue to be in accordance with current lease
accounting. The School is evaluating the method of adoption it will elect.

In June 2020, the FASB issued an accounting standards update which defers the required effective date of the
update for one year. As a result, entities may elect to adopt the guidance for annual reporting periods beginning
after December 15, 2021, and for interim reporting periods beginning after December 15, 2022, with early
application permitted. The School has elected the deferral and is currently evaluating the effect the update will have
on its financial statements, but expects upon adoption that the update will have a material effect on the School’s
financial condition due to the recognition of a right-of-use asset and related lease liability. The School does not
anticipate the update having a material effect on its results of operations or cash flows, though such an effect is
possible.

Contributed Nonfinancial Assets

In September 2020, the FASB issued an accounting standards update which amends guidance for not-for-profit
entities that receive contributed nonfinancial assets. The update requires not-for-profits to present contributed
nonfinancial assets as a separate line item in the statement of activities, and to disclose information regarding each
type of contributed nonfinancial assets. The update is to be applied on a retrospective basis and is effective for
annual reporting periods beginning after June 15, 2021, and for interim reporting periods beginning after June 15,
2022. The School is currently evaluating the effect the update will have on its financial statements.

LIQUIDITY MANAGEMENT AND AVAILABILITY OF RESOURCES

The School maintains a policy of structuring its financial assets to be available as its general expenditures, liabilities
and other obligations come due. The School's management meets monthly to address projected cash flows to
meet its operational expenditures. The School’s financial assets available within one year of the statement of
financial position date for general expenditures are as follows:

-10 -



LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

3. LIQUIDITY MANAGEMENT AND AVAILABILITY OF RESOURCES (CONTINUED)

Cash $ 179,026
Cash - restricted 73,781
Grants and other receivables 211,452
Total financial assets 464,259

Less amounts unavailable for general expenditures within one year due to:
Restricted by contract with time or purpose (78,781)

Total financial assets available to management for general
expenditures within one year $ 385,478

At June 30, 2020, the School has no board designated net assets.

4, PROPERTY AND EQUIPMENT

Property and equipment consist of the following as of June 30, 2020:

Estimated Useful Lives

Furniture, fixtures, and equipment $ 15,605 7 years
Computers 25,481 3 years
Capital lease equipment 144,180 Life of lease

Lesser of the life of the
asset or the period

Leasehold improvements 428,848 covered by the charter
614,114
Less: accumulated depreciation
and amortization (56,915)
$ 557,199

Depreciation and amortization expense for the period ended June 30, 2020 was $56,915.

5. PAYCHECK PROTECTION PROGRAM LOAN PAYABLE

On April 17, 2020, the School received a loan in the amount of $422,665 through the Paycheck Protection Program
of the 2020 CARES Act (“PPP) administered by the Small Business Administration. The loan is due on April 17,
2022, and bears interest at 0.98 percent. Monthly payments of principal and interest commence on April 12, 2021.
The School may prepay the loan at any time prior to maturity with no prepayment penalties. Funds from the loan
may only be used for certain purposes, including payroll, benefits, rent, and utilities. Under the terms of the PPP,
all or a portion of the loan may be forgiven based on certain requirements being met. The School is tracking the
qualifying expenditures during the qualifying period to apply for loan forgiveness under the program by June 30,
2021. The School’'s management expects the loan to be fully forgiven.

-11 -



LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

LINE OF CREDIT

In February 2019, the School entered into a line of credit agreement with Raza Development Fund, Inc. (“Raza”)
for $325,000. In June 2019, the line of credit was increased to $724,000 and set to expire on September 1, 2020.
The line of credit was used to bridge the School’s Charter School Program Grant (“CSP Grant”) for start-up
expenses, including administrative salaries and benefits, purchased services, supplies and materials.

The outstanding balance of the line of credit was $305,226 at June 30, 2020. Interest only was payable monthly at
a fixed rate per annum of 7.50%. Any amount received from the CSP Grant were to be applied to the outstanding
balance of the line of credit within five days of receipt or the expiration date, whichever occurs first. The line of
credit was subsequently paid off on August 31, 2020.

Interest expense related to the line of credit amounted to $43,159 for the period ended June 30, 2020 and is
included in the accompanying statement of functional expenses under other expense.

NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions consist of a time restricted grant to be used for school-specific management
assistance needs totaling $5,000 for the year ending June 30, 2021 and $5,000 for the year ending June 30, 2022.

RISK MANAGEMENT

The School is exposed to various risks of loss related to torts; thefts of, damage to, and destruction of assets;
injuries to employees; and natural disasters. The School maintains commercial insurance to help protect itself from
such risks.

The School enters into contractual relationships with certain governmental funding sources. The governmental
agencies may request return of funds as a result of noncompliance by the School, as well as additional funds for
the use of facilities. The accompanying financial statements make no provision for the possible disallowance or
refund.

On March 11, 2020, the World Health Organization declared the novel strain of coronavirus (COVID-19) a global
pandemic and recommended containment and mitigation measures worldwide. The impact of the outbreak of the
COVID-19 coronavirus continues to rapidly evolve. The School cannot reasonably estimate the duration and
severity of this pandemic; however, economic uncertainties have arisen which could have a material adverse
impact on the School’s activities, its financial position and its cash flows. The School believes they are taking
appropriate actions to mitigate the negative impact.

CONCENTRATIONS

Financial instruments that potentially subject the School to a concentration of credit risk include cash accounts at
a major financial institution that, at times, exceeded the Federal Deposit Insurance Corporation insured limit of
$250,000.

The School received approximately 51% of its total revenue from per pupil funding from the NYCDOE during the
period ended June 30, 2020.

The School’s grants and other receivables consist of three major grantors at June 30, 2020.

The School’s payables consist of three major vendors at June 30, 2020.

-12 -
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LEEP DUAL LANGUAGE ACADEMY CHARTER SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

COMMITMENTS

In May 2019, the School entered into a lease agreement with Sunset 5™ LLC for the premises at 5323 5™ Avenue,
2" Floor, Brooklyn, NY 11220. On July 1, 2020, subsequent to year end, the lease was modified and extended
through June 30, 2050 with Friends of LEEP Dual Language Academy Charter School, a related party of the School.

Friends of LEEP Dual Language Academy Charter School (“Friends of LEEP”) is a not-for-profit organization
dedicated to providing assistance to charter schools and other forms of alternative education including, but not
limited to, LEEP Dual Language Academy Charter School. The School has entered into a sublease agreement with
Friends of LEEP from July 1, 2020 to June 30, 2050. The future minimum rental and lease payment schedule
includes amounts the School is contingently liable to Friends of LEEP.

The future minimum payments under the rental sublease are as follows:

June 30,
2021 $ 1,209,600
2022 1,561,959
2023 1,617,331
2024 1,672,837
2025 1,728,482
Thereafter 63,973,191

$ 71,763,400

Rent expense and occupancy costs for the period ended June 30, 2020 was $554,137, which is included in the
accompanying statement of functional expenses under building rent.

The School leases computers, furniture, fixtures, and equipment under an agreement that is classified as a capital
lease. The cost of assets under capital leases is included in the accompanying statement of financial position as
property and equipment and was $144,180 at June 30, 2020. Accumulated amortization of the leased assets at
June 30, 2020 was $30,212. Amortization of assets under capital leases of $30,212 for the period ended June 30,
2020 is included in depreciation expense.

The future minimum lease payments required under the capital leases and the present value of the net minimum
lease payments as of June 30, 2020 are as follows:

June 30,
2021 $ 34,108
2022 34,108
2023 34,108
2024 2,844
Total minimum lease payments 105,168
Less amount representing interest 14,975

$ 90,193

-13-
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance With Government Auditing
Standards

To the Board of Trustees
LEEP Dual Language Academy Charter School

We have audited, in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States, the financial statements of LEEP Dual Language Academy Charter School (the “School”), which
comprise the statement of financial position as of June 30, 2020, and the related statements of activities, functional
expenses and cash flows for the period from November 6, 2018 (date of inception) to June 30, 2020, and the related
notes to the financial statements and have issued our report thereon dated October 22, 2020.

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”) to determine the audit procedures that are appropriate in the circumstances 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.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct misstatements on a timely
basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies.
Given these limitations, during our audit, we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

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, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the School in a separate letter dated October 22, 2020.

An independent member of Baker Tilly International
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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 School’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the School’s internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

MBAT Khs, LLC

New York, NY
October 22, 2020
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N/A
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LEEP Dual Language Academy Charter School

Statement of Financial Position

CURRENT ASSETS
Cash and cash equivalents
Grants and contracts receivable
Accounts receivables
Prepaid Expenses
Contributions and other receivables
Other current assets

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Property, Building and Equipment, net
Restricted Cash
Security Deposits
Other Non-Current Assets

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Accounts payable and accrued expenses
Accrued payroll, payroll taxes and benefits
Current Portion of Loan Payable
Due to Related Parties
Refundable Advances
Deferred Revenue
Other Current Liabilities
TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES
Loan Payable; Due in More than One Year
Deferred Rent
Due to Related Party
Other Long-Term Liabilities
TOTAL LONG-TERM LIABILITIES

TOTAL LIABILITIES

NET ASSETS
Unrestricted
Temporarily restricted
Permanently restricted
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

as of June 30

2020

179,026
211,452
115,059

$

505,537

557,199
73,781

630,980

1,136,517

91,292
82,314
90,157

305,226

568,989

332,508

90,193

422,701

991,690

134,827
10,000

144,827

1,136,517




LEEP Dual Language Academy Charter School

Statement of Activities
as of June 30

2020 -
Unrestricted Temporarily Total Total
Restricted

OPERATING REVENUE

State and Local Per Pupil Revenue - Reg. Ed S 1,975,094 S - 1,975,094

State and Local Per Pupil Revenue - SPED 211,221 - 211,221

State and Local Per Pupil Facilities Revenue 540,000 - 540,000

Federal Grants 944,517 - 944,517

State and City Grants - - -

Other Operating Income - -

Food Service/Child Nutrition Program - - -
TOTAL OPERATING REVENUE 3,670,832 - 3,670,832
EXPENSES

Program Services

Regular Education S 2,304,898 S - 2,304,898

Special Education 732,803 - 732,803

Other Programs - - -

Total Program Services 3,037,701 - 3,037,701

Management and general 1,170,083 - 1,170,083
Fundraising - - -
TOTAL EXPENSES 4,207,784 - 4,207,784
SURPLUS / (DEFICIT) FROM OPERATIONS (536,952) - (536,952)
SUPPORT AND OTHER REVENUE

Interest and Other Income S 131 §$ - 131

Contributions and Grants 669,376 10,000 679,376

Fundraising Support - - -

Investments - - -

Donated Services - - -

Other Support and Revenue 2,272 - 2,272
TOTAL SUPPORT AND OTHER REVENUE 671,779 10,000 681,779
Net Assets Released from Restrictions / Loss on Disposal of Assets  $ - S - -
CHANGE IN NET ASSETS 134,827 10,000 144,827
NET ASSETS - BEGINNING OF YEAR S - S - -
PRIOR YEAR/PERIOD ADJUSTMENTS - - -
NET ASSETS - END OF YEAR S 134,827 S 10,000 144,827




LEEP Dual Language Academy Charter School

CASH FLOWS - OPERATING ACTIVITIES
Increase (decrease) in net assets
Revenues from School Districts
Accounts Receivable
Due from School Districts
Depreciation
Grants Receivable
Due from NYS
Grant revenues
Prepaid Expenses
Accounts Payable
Accrued Expenses
Accrued Liabilities
Contributions and fund-raising activities
Miscellaneous sources
Deferred Revenue
Interest payments
Other
Other

NET CASH PROVIDED FROM OPERATING ACTIVITIES

CASH FLOWS - INVESTING ACTIVITIES
Purchase of equipment
Other
NET CASH PROVIDED FROM INVESTING ACTIVITIES

CASH FLOWS - FINANCING ACTIVITIES
Principal payments on long-term debt
Other
NET CASH PROVIDED FROM FINANCING ACTIVITIES

Statement of Cash Flows

as of June 30

2020

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS S

Cash at beginning of year
CASH AND CASH EQUIVALENTS AT END OF YEAR

(632,942) $
681,648
131
48,837 $
$
(469,934)
(469,934)  $
$
(353,997)
1,027,901
673,904 $
252,807 $
252,807 $
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~MBAF

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

INDEPENDENT ACCOUNTANT’'S REPORT
ON APPLYING AGREED UPON PROCEDURES

Board of Trustees
LEEP Dual Language Academy Charter School

We have performed the procedures enumerated below, which were agreed to by the management of LEEP Dual
Language Academy Charter School (the “School”) and the New York State Education Department (“NYSED”)
solely to assist the specified parties in evaluating the School’s assertion to the NYSED that it has maintained
compliance with the requirements of the Charter School Program (“CSP”) grant and Federal and NYSED
guidelines in managing the CSP grant for the period from January 1, 2019 through June 30, 2020. The School's
management is responsible for these procedures. The sufficiency of these procedures is solely the responsibility
of the parties specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedures enumerated below either for the purpose for which this report has been requested or for any other
purpose.

The procedures we performed and the related results are as follows:
Procedure #1: We will obtain the detail of expenditures incurred for the period under review relating to the
CSP grant from the School’s accounting software and reconcile to the grant revenue recorded by the School.

If the CSP grant revenue does not equal the grant expenditures, we will investigate the differences.

Result: MBAF obtained the detail of grant expenditures and reconciled to the grant revenue recorded without
exception.

Procedure #2: We will obtain the NYSED approved CSP grant award information, including the budget and
any amendments, to determine if the revenue and expenditures recorded for the period appear reasonable.

Result: MBAF obtained the NYSED approved CSP grant award information, including the budget and any
amendments. MBAF noted the revenue and expenditures recorded in the period appear reasonable.

Procedure #3: We will select a sample of expenditures from the detail obtained in Procedure #1.

a. Payroll — We will select 10 items or 10% of the total number of payroll items charged to the grant,
whichever is less.

b. Other expenses — We will select 10 items or 10% of the total number of payroll items charged to the
grant, whichever is less.

c. Using the above selected items, we will:
i. Determine if the expenditure is in accordance with the purpose of the grant and that pre-
opening expenditures are charged to the pre-opening periods.

ii. Determine if the expenditure falls into an approved budget category.
iii. Determine if the expenditure was charged to the appropriate fiscal period.
Result: MBAF determined that each tested payroll and other expenditure was in accordance with the purpose of

the grant, falls into an approved budget category, and was charged to the appropriate fiscal period, without
exception.

Procedure #4: We will obtain FS-25 form(s) submitted to NYSED during the period under review and perform the
following:

An independent member of Baker Tilly International
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CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

a. Trace expenditures selected in Procedure #3 to requests for reimbursement. Determine that items
requested for reimbursement had previously been expended or were expended within a month following
the request for reimbursement. If items have not yet been requested for reimbursement, inquire of
responsible charter school officials as to the plan for requesting reimbursement, and determine if a
receivable is recorded, if appropriate.

b. If FS-25 forms included amounts on Line 4 (Cash Expenditures Anticipated During Next Month), we will
select one FS-25 and determine if funds were expended within one month following the date of the
request.

Result: MBAF traced the sample expenditures mentioned above to requests for reimbursement, without
exception. The School spent the funds prior to receipt. Accordingly, no determination that funds were expended
within one month was necessary.

This agreed-upon procedures engagement was conducted in accordance with attestation standards established
by the American Institute of Certified Public Accountants. We were not engaged to and did not conduct an
examination or review, the objective of which would be the expression of an opinion or conclusion, respectively,
on these procedures. Accordingly, we do not express such an opinion or conclusion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported to you.

This report is intended solely for the use of the Board of Trustees and management of LEEP Dual Language

Academy Charter School and the New York State Education Department, and it is not intended to be and should
not be used by anyone other than the specified parties.

MBAT WA, LLC

New York, NY
October 22, 2020



New York State Education Department

Request for Proposals to Establish Charter Schools Authorized by the
Board of Regents

2020-21 Budget & Cash Flow Template

General Instructions and Notes for New Application Budgets and Cash Flows Templates

—

Complete ALL SIX columns in BLUE

Enter information into the GRAY cells

Cells containing RED triangles in the upper right corner in columns B through G contain guidance on
that particular item

School district per-pupil tuition information is located on the State Aid website at
https://stateaid.nysed.gov/charter/. Rows may be inserted in the worksheet to accomodate additional
districts if necessary.

The Assumptions column should be completed for all revenue and expense items unless the item is
self-explanatory. Where applicable, please reference the page number or section in the application
narrative that indicates the assumption being made. For instance, student enroliment would
reference the applicable page number in Section [, C of the application narrative.
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C AS E " May 30, 2020through June 30, 2020
JPMorgan Chase Bank, N.A. A Number:

Columbus, OH 43218-2051

CUSTOMER SERVICE INFORMATION

Web site: www.Chase.com
Service Center: 1-877-425-8100
00443305 DRE 802 219 18320 NNNNNNNNNNN 1 000000000 64 0000 Deaf and Hard of Hearing:  1-800-242-7383
LEEP DUAL LANGUAGE ACADEMY CHARTER Para Espanol: 1-888-622-4273
SCHOOL International Calls: 1-713-262-1679
5323 5TH AVE FL 2
BROOKLYN NY 11220-3110
SAVINGS SUMMARY Chase Business Premier Savings
INSTANCES AMOUNT
Beginning Balance $353,774.10
Deposits and Additions 1 7.21
Electronic Withdrawals 3 -280,000.00
Ending Balance 4 $73,781.31
Annual Percentage Yield Earned This Period 0.04%
Interest Paid This Period $7.21
Interest Paid Year-to-Date $56.55

Your monthly service fee was waived because you maintained an average savings balance of $25,000 or more during the
statement period.

TRANSACTION DETAIL

DATE DESCRIPTION AMOUNT BALANCE

Beginning Balance $353,774.10
06/01 05/30 Online Transfer To Chk ...7153 Transaction#: -100,000.00 253,774.10
06/12 06/12 Online Transfer To Chk ...7153 Transaction#: -90,000.00 163,774.10
06/23 06/23 Online Transfer To Chk ...7153 Transaction#: -90,000.00 73,774.10
06/30 Interest Payment 7.21 73,781.31

Ending Balance $73,781.31

30 deposited items are provided with your account each month. There is a $0.40 fee for each additional deposited item.
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May 30, 2020through June 30, 2020

IN CASE OF ERRORS OR QUESTIONS ABOUT YOUR ELECTRONIC FUNDS TRANSFERS: Call us at 1-866-564-2262 or write us at the
address on the front of this statement (non-personal accounts contact Customer Service) immediately if you think your statement or receipt is
incorrect or if you need more information about a transfer listed on the statement or receipt.
For personal accounts only: We must hear from you no later than 60 days after we sent you the FIRST statement on which the problem or error
appeared. Be prepared to give us the following information:

. Your name and account number

e  The dollar amount of the suspected error _ o _ )

e Adescription of the error or transfer you are unsure of, why you believe it is an error, or why you need more information.

We will investigate your complaint and will correct any error promptly. If we take more than 10 business days (or 20 business days for new

accounts) to do this, we will credit your account for the amount you think is in error so that you will have use of the money during the time it takes
us to complete our investigation

IN CASE OF ERRORS OR QUESTIONS ABOUT NON-ELECTRONIC TRANSACTIONS: Contact the bank immediately if your statement is
incorrect or if you need more information about any non-electronic transactions (checks or deposits) on this statement. If any such error appears,
you must notify the bank in writing no later than 30 days after the statement was made available to %ou. For more complete details, see the
Account Rules and Regulations or other apglicable account agreement that governs your account. Deposit products and services are offered by
JPMorgan Chase Bank, N.A. Member FDI

JPMorgan Chase Bank, N.A. Member FDIC

QAL HOUSING
LENDER
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