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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Lake Charles Charter Academy Foundation, Inc.
Lake Charles, Louisiana

We have audited the accompanying combined financial statements of Lake Charles Charter Academy
Foundation, Inc. (the “Foundation”), which comprise the combined statement of financial position as
of June 30, 2020, and the related combined statements of activities, functional expenses and cash
flows for the year then ended, and the related notes to the combined financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these combined 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 combined 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 combined 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 combined financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the combined financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the combined financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the combined 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 entity’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 combined financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Lake Charles Charter Academy Foundation, Inc.

Opinion

In our opinion, the combined financial statements referred to above present fairly, in all material
respects, the financial position of Lake Charles Charter Academy Foundation, Inc as of June 30, 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 America.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the combined financial statements
as a whole. The Schedule of Board of Directors and Schedule of Compensation, Benefits and Other
Payments to Agency Head or Chief Executive Officer on pages 18 and 19 are presented for purposes of
additional analysis and are not a required part of the combined financial statements. The
accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards, is presented for purposes of additional analysis and is also not a required part of
the combined financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
combined financial statements. The information has been subjected to the auditing procedures
applied in the audit of the combined financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the combined financial statements or to the combined financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the information is fairly stated in all material respects
in relation to the combined financial statements as a whole.

The Performance and Statistical Data on pages 25 through 30 are not a required part of the combined
financial statements, but are supplementary information required by Louisiana State Law. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the combined financial statements. We have
applied certain limited procedures, which are described in the Independent Accountant’s Reports on
Applying Agreed-Upon Procedures. However, we did not audit this information and, accordingly,
express no opinion on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
17, 2020, on our consideration of the Foundation’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 to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the
Foundation’s internal control over financial reporting and compliance.

Kutfy McCllpugle

KEEFE McCULLOUGH

Fort Lauderdale, Florida
December 17, 2020
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Lake Charles Charter Academy Foundation, Inc.

Combined Statement of Financial Position
June 30, 2020

Current Assets:
Cash and cash equivalents
Custodial funds - cash
Grants receivable
Other receivables
Prepaid items
Investments
Restricted investments

Total current assets

Property and Equipment, Less Accumulated
Depreciation of $ 4,468,671

Other Assets:
Restricted investments
Due from related party
Deposits

Total other assets
Total assets

Current Liabilities:
Accounts payable and accrued expenses
Salaries and wages payable
Accrued interest payable
Due to management company
Custodial funds
Compensated absences
Current portion of bonds payable

Total current liabilities

Noncurrent Liabilities:
Compensated absences

Bonds payable, net of unamortized discount and bond issuance costs

Total noncurrent liabilities
Total liabilities
Commitments (Note 12}
Net Assets - Without Donor Restrictions

Total liabilities and net assets

$ 2,551,877
6,494

78,684

25,961

4,307
2,037,963
69,399

4,774,685
12,839,041

1,389,963
71,333
11,462
1,472,758
$ 19,086,484
$ 117,531
420,708
46,377
105,866
6,494
62,395
245,000
1,004,371
20,798
13,336,023
13,356,821

14,361,192

4,725,292

S 19,086,484

The accompanying notes to combined financial statements are an integral part of these statements.



Lake Charles Charter Academy Foundation, Inc.

Combined Statement of Activities Without Donor Restrictions

For the Year Ended June 30, 2020

Support and Revenues:
Support:
Contributions
Grants:
Federal
State
Minimum Foundation Program

Total support

Revenues:

Student lunches

Before and aftercare fees
Other revenue

Net investment income

Total revenues
Total support and revenues
Expenses:

Program services:
Regular education
Special education
Other education
Supporting services:
Management and general

Total expenses

Change in net assets without donor restrictions

Net Assets Without Donor Restrictions, Beginning of Year

Net Assets Without Donor Restrictions, End of Year

$

$

2,500

1,099,931
234,160

10,592,325

11,928,916

132
10,502
33,106
85,529

129,269

12,058,185

6,884,016
1,526,634
236,266

3,774,381

12,421,297

(363,112)

5,088,404

4,725,292

The accompanying notes to combined financial statements are an integral part of these statements.
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Lake Charles Charter Academy Foundation, Inc.
Combined Statement of Functional Expenses
For the Year Ended June 30, 2020

Supporting
Program Services Services
Regular Special Other Management
Education Education Education and General Total

Salaries S 3,318,197 S 799,254 S 216,881 S 208,700 S 4,633,032
Contracted and vendor services 336,779 199,739 - 1,061,098 1,597,616
Interest - - - 1,157,536 1,157,536
Other 5,117 736 - 1,033,065 1,038,918
Benefits 525,046 133,028 19,385 65,087 742,546
Depreciation and amortization 555,555 81,225 - 27,545 664,325
Student services 401,020 58,632 - 29,350 489,002
Food service 420,640 61,500 - - 482,140
Supplies and materials 336,602 49,213 - - 385,815
Repairs and maintenance 282,740 41,338 - 14,017 338,095
Utilities 177,195 25,193 - 8,542 210,930
Technology 130,145 19,028 - 21,988 171,161
Rent 114,952 16,807 - 5,699 137,458
Professional development 76,836 11,234 - - 88,070
Insurance 66,312 9,695 - 3,326 79,333
Professional services 22,522 3,293 - 29,831 55,646
Office expense 32,333 4,727 - 10,425 47,485
Marketing and recruitment 36,561 5,345 - 1,757 43,663
Travel 22,387 3,273 - 6,415 32,075
School board fees 23,077 3,374 - - 26,451

Total expenses S 6,884,016 S 1,526,634 S 236,266 S 3,774,381 S 12,421,297

The accompanying notes to combined financial statements are an integral part of these statements.
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Lake Charles Charter Academy Foundation, Inc.
Combined Statement of Cash Flows

For the Year Ended June 30, 2020

Cash Flows from Operating Activities:

Change in net assets

Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Provision for depreciation
Provision for amortization of bond issuance costs
Provision for amortization of bond discount

(Increase) decrease in:

Grants receivable

Due from management company

Due from related party

Other receivables

Prepaid items

Deposits

Increase (decrease)in:

Accounts payable and accrued expenses
Salaries and wages payable

Due to management company

Accrued interest payable

Refundable advances

Custodial funds

Compensated absences

Net cash provided by operating activities

Cash Flows from Investing Activities:
Sales of investments
Purchases of investments
Payments for purchase of property and equipment

Net cash used in investing activities

Cash Flows from Financing Activities:
Payments on bonds payable

Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year
Cash and cash equivalents
Custodial funds - cash

Total cash and cash equivalents

(363,112)

645,163
19,162
13,476

223,195
(406,008)
986,592
(17,647)

(923)
925

53,460
33,973
105,866
(715)
(3,756)
(15,007)
48,305

1,322,949

1,854,093
(1,413,176)

(1,696,506)
(1,255,589)

(225,000)
(225,000)

(157,640)

2,716,011
2,558,371

2,551,877

6,494

2,558,371

The accompanying notes to combined financial statements are an integral part of these statements.
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Lake Charles Charter Academy Foundation, Inc.
Notes to Combined Financial Statements
June 30, 2020

Note 1 - Organization and Operations

Organization: Lake Charles Charter Academy Foundation, Inc. (the “Foundation”), a Louisiana not-
for-profit corporation, was formed on April 5, 2011 exclusively for educational purposes and is
comprised of respected leaders in the Lake Charles community that are committed to providing
high quality educational options for the citizens of the Calcasieu Parish. Lake Charles Charter
Academy (the “School”), a Department of the Foundation, was established as a charter school in
May 2011 for students from kindergarten to eighth grade in the Louisiana Parish of Calcasieu.

Nature of activities: Lake Charles Charter Academy Foundation, Inc. was granted a charter by the
Louisiana Board of Elementary and Secondary Education (“BESE”) in 2011 to operate a Type 2
public charter school. The current charter is in effect until June 2022. The charter may be renewed
at the discretion of BESE.

The Foundation seeks to provide educational services according to the educational standards
established by law, the charter contract and the charter application/proposal; measure pupil
progress toward stated goal; and participate in pupil assessment required by law, regulation and
BESE policy.

The mission of the Foundation is to become a powerful platform of change through the creation of
a network of high-performing charter schools that will target traditionally underserved students
and ensure that every student realizes their academic and personal potential.

The mission of the School is to provide students with the necessary tools and skills needed to
develop superior levels of achievement. The School strives for academic, social and physical
excellence by providing a quality and challenging curriculum. The School promotes positive moral
and social values, fosters an atmosphere of self-discipline in a safe learning environment, and
maximizes individual productivity to meet the needs of a changing global society. The School’s
students will be able to maximize their potential for successfully actualizing their goals with
confidence and intrinsic motivation, thereby enabling each student to become a lifelong learner
and strong functional contributor to their local community as well as their global community.

Note 2 - Summary of Significant Accounting Policies

Basis of combination: The accompanying combined financial statements include the accounts of
the Foundation and the School. All significant intercompany balances and transactions have been
eliminated in combination.

Basis of accounting: Basis of accounting refers to when revenues and expenses are recognized in
the accounts and reported on the financial statements. The financial statements of the Foundation
are prepared on the accrual basis of accounting, whereby revenues are recognized when earned
and expenses are recoghized when incurred.

Basis of presentation: Financial statement presentation follows the recommendation of the
Financial Accounting Standards Board in its Accounting Standards Update (FASB ASU) 2016-14 Not-
for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities. Under
FASB ASU 2016-14, the Foundation is required to report information regarding its financial position
and activities according to two classes of net assets: net assets without donor restrictions and net
assets with donor restrictions. The Foundation reports no net assets with donor restrictions as of
June 30, 2020.



Lake Charles Charter Academy Foundation, Inc.
Notes to Combined Financial Statements
June 30, 2020

Note 2 - Summary of Significant Accounting Policies {continued)

Net assets: Net assets, revenues, gains and losses are classified based on the existence or absence
of donor or grantor imposed restrictions. Accordingly, net assets and changes therein are classified
and reported as follows:

. Net Assets Without Donor Restrictions - Net assets available for use in
general operations and not subject to donor (or certain grantor)
restrictions.

. Net Assets With Donor Restrictions - Net assets subject to donor (or
certain grantor) imposed restrictions. Some restrictions are temporary in
nature, such as those that will be met by the passage of time or other
events specified by the donor or grantor. Other restrictions are perpetual
in nature, where the donor or grantor stipulates that resources be
maintained in perpetuity. Contributions restricted by donors are
reported as increases in net assets without donor restrictions if the
restrictions expire (that is, when a stipulated time restriction ends or
purpose restriction is accomplished) in the reporting period in which the
revenue is recognized. All other donor-restricted contributions are
reported as increases in net assets with donor restrictions, depending on
the nature of the restrictions. When a restriction expires, net assets with
donor restrictions are reclassified to net assets without donor restrictions
and reported in the statement of activities as net assets released from
restrictions.

All contributions are considered available for general use, unless specifically restricted by the donor
or subject to other legal restrictions.

Cash and cash equivalents: The Foundation considers all highly liquid or short-term investments
with a maturity of three months or less when purchased to be cash equivalents. The Foundation
routinely maintains cash balances at financial institutions which exceed federally insured amounts.
The Foundation has not experienced any losses and does not believe that a significant credit risk
exists as a result of this practice.

Restricted investments: At June 30, 2020, restricted investments include escrow balances
restricted for debt service (Notes 4 and 10) and other activities as follows:

Series 2011 Debt Service Reserve Fund S 1,389,963
Series 2011 A & B Revenue Fund 69,399
Total restricted investments S 1,459,362

Promises to give: The Entity records unconditional promises to give that are expected to be
collected within one year at net realizable value. Unconditional promises to give expected to be
collected in future years are initially recorded at fair value using present value techniques using
risk-adjusted discount rates. In subsequent years, amortization of the discounts is included in
contribution revenue in the statement of activities. The Entity had no unconditional or conditional
promises to give as of June 30, 2020.



Lake Charles Charter Academy Foundation, Inc.
Notes to Combined Financial Statements
June 30, 2020

Note 2 - Summary of Significant Accounting Policies {continued)

Property and equipment: Property and equipment purchased or acquired are capitalized at
historical cost or estimated historical cost. Donated property and equipment assets are reported at
acquisition value as of the date received. Additions, improvements, and other major renewals that
significantly extend the useful life of an asset are capitalized and depreciated over the remaining
useful lives of the related assets. Other costs incurred for repairs and maintenance are charged to
expense as incurred.

If donors stipulate the period of time during which the assets must be used, the contributions are
recorded as support with donor restrictions, and released as restrictions expire. In the absence of
such stipulations, contributions of property and equipment and gifts of cash restricted for the
acquisition of property and equipment, are recorded as support without donor restrictions when
the assets are placed in service.

Depreciation on all assets is provided on the straight-line basis over the estimated useful lives as

follows:
Buildings 45 years
Furniture, fixtures and equipment 5 years
Computer equipment and software 3 years
Building improvements 10 years

Prepaid items: Certain payments reflect costs applicable to services for a future accounting period
and are recorded as prepaid expenses in the accompanying financial statements.

Compensated absences: The School’s policy permits employees to accumulate earned but unused
paid time off, which is eligible for payment upon separation from service. The liability for such
leave is reported as incurred in the financial statements. The liability for compensated absences
includes salary-related benefits, where applicable.

Bond issuance costs and provision for amortization: The Foundation incurred certain costs in
connection with the issuance of its bonds. These costs have been capitalized for financial reporting
purposes and are amortized over the term of the bonds on a straight-line basis. In accordance with
the guidance of Financial Accounting Standards Board in its Accounting Standards Update 2015-03,
Interest-Imputation of Interest, the Organization has presented its bond issuance costs in the
statement of financial position as a direct deduction from the bonds payable.

Total provision for amortization was $ 19,162 for the year ended June 30, 2020.

Revenue and revenue recognition: The Entity recognizes contributions when cash, securities, other
assets, an unconditional promise to give, or notification of a beneficial interest is received.
Conditional promises to give, that is, those with a measurable performance or other barrier, and a
right of return, are not recognized until the conditions on which they depend have been
substantially met or explicitly waived.

A portion of the Entity’s revenue, derived from cost-reimbursement federal and state contracts,
which are conditioned upon certain performance requirements and/or the incurrence of allowable
qualifying expenses, is recognized when such expenditures are incurred in compliance with specific
contract provisions.

Amounts received prior to meeting certain conditions, including measurable performance or other

barriers, and/or incurring qualifying expenditures in compliance with the specific grant or contract
are reported as a liability, refundable advances, in the statement of financial position.
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Lake Charles Charter Academy Foundation, Inc.
Notes to Combined Financial Statements
June 30, 2020

Note 2 - Summary of Significant Accounting Policies {continued)

The School, as a Type 2 charter school, received Minimum Foundation Program funding from BESE
in an amount for pupils based on estimated daily attendance at the School. The amount of funding
received is adjusted during the school year based on the October 1st and February 1st student
counts and the result of any audits performed.

Refundable advances: Revenues received in advance that are not recognized because the
allowable costs as defined by the individual grant or contract have not been incurred and/or the
conditions of release have not been substantially met or explicitly waived are considered
refundable advances.

Functional allocation of expenses: The costs of providing the programs and activities of the
Foundation have been summarized on a functional basis in the accompanying statement of
functional expenses. The statement of functional expenses present the natural classification detail
of expenses by function. Accordingly, certain costs have been allocated among the programs and
supporting services benefited.

Use of estimates: The preparation of financial statements in accordance with accounting principles
generally accepted in the United States of America requires management to make estimates and
judgments that affect the reported amounts of assets and liabilities and disclosures of
contingencies at the date of financial statements and revenues and expenses recognized during the
reporting period. Actual results could differ from those estimates.

Date of management’'s review: Subsequent events have been evaluated through December 17,
2020, which is the date the financial statements were issued.

Note 3 - Custodial Funds - Cash

As a service to the various school club and parent organizations, the School permits these
organizations to deposit their own funds in a separate School checking account. Since these funds
do not belong to the School, they are also recorded as a liability in the statement of net position.

Note 4 - Restricted Investments

Previously, the Foundation borrowed funds for construction of facilities for the School (Note 10).
The restricted investments of the School are governed by the Bond Indenture and are held by the
Trustee. At June 30, 2020, the School has $ 1,459,362 invested in a money market fund that is
stated at amortized cost which approximates fair value.

Generally, credit risk is the risk that an issuer of a debt type investment will not fulfill its obligation
to the holder of the investment. This is measured by assignment of a rating by a nationally
recognized rating organization. The exposure to credit risk is limited because the money market
fund is rated AAA-mf by Moody’s.

Interest rate risk is the risk that changes in interest rate will adversely affect the fair value of an

investment. The exposure to declines in fair values is limited because the weighted average
maturity of the money market fund is forty-five days.

Note 5 - Investments

The Foundation has a non-negotiable certificate of deposit for $ 2,000,000 which earns interest at
2.59% and matures on April 8, 2021.
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Lake Charles Charter Academy Foundation, Inc.
Notes to Combined Financial Statements
June 30, 2020

Note 6 - Liquidity and Availability of Financial Assets
Financial assets available for general expenditures, that is, without donor or other restrictions
limiting their use, within one year of the statement of financial position date, comprise the
following:

Financial Assets:

Cash and cash equivalents S 2,551,877
Grants and other receivables 104,645
Investments 2,037,963

Financial assets available to meet
cash needs for general expenditures
within one year S 4,694,485

Note 7 - Grants Receivable

As of June 30, 2020, grants receivable consisted of amounts due from the following sources:

Receivables Amount
Title | S 66,986
Title Il 3,387
IDEA 4,111
Direct Student Services 4,200
S 78,684

Note 8 - Due From Related Party
The Foundation and Southwest Louisiana Charter Academy Foundation, Inc. (“SLCAF”) are related,

as they share common board membership. As of June 30, 2020, the financial statements include an
amount due from SLCAF in the amount of $ 71,333.

Note 9 - Property and Equipment

Property and equipment balances and activity for the year ended June 30, 2020, are as follows:

Land S 1,254,128
Construction in progress 980,441
Building 11,361,592
Computer equipment and software 1,985,266
Furniture, fixtures and equipment 1,014,427
Building improvements 711,858
17,307,712

Less: accumulated depreciation (4,468,671)
Property and equipment, net S 12,839,041
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Lake Charles Charter Academy Foundation, Inc.
Notes to Combined Financial Statements
June 30, 2020

Note 9 - Property and Equipment {continued)
Depreciation expense for the year ended June 30, 2020 totaled S 645,163.
If certain governmental funding is used to acquire tangible property assets, the BESE has a

reversionary interest in those assets. In the event of nonrenewal, termination, or breach of the
charter school agreement, ownership of the assets would automatically revert to BESE.

Note 10 - Bonds Payable
a. Summary of Bonds Payable
Bonds payable at June 30, 2020 is comprised of the following;:
$ 15,175,000 Tax-Exempt Educational Facilities Revenue
Bonds, Series 2011A; due in semi-annual installments

beginning June 2016 through December 2041; interest
payable semiannually at rates that range from 7.75% to

8.00%. S 14,280,000
Less unamortized bond discount (288,602)
Less unamortized bond issuance costs (410,375)

S 13,581,023

The following is a summary of changes in the bonds payable for the year ended June 30,
2020:

Balance at Balance at Due

July 1, June 30, Within

2019 Additions Deletions Amortization 2020 One Year
Tax-Exempt Educational
Facilities Revenue Bonds,
Series 2011A $ 14,505,000 $ - $ 225000 S - $ 14,280,000 S 245,000
Discount on Series
2011 Bond {302,078) - - 13,476 {288,602)
Bond issuance costs {429,537) - - 19,162 {410,375)

S 13,773385 S - S 225000 S 32,638 S 13,581,023 $ 245,000
b. Summary of Significant Bond Terms

$ 15,175,000 Tax-Exempt Educational Facilities Revenue Bond, Series 2011A - Series 2011A
tax-exempt bond is for the purpose of (i) financing the acquisition, construction and
equipping of certain charter school facilities, (ii) paying capitalized interest, (iii) funding a
reserve fund, and (iv) paying a portion of the costs of issuance of the Series 2011A bond.
The bond is payable in semi-annual principal installments beginning June 2016 through

December 2041. Interest ranging from 7.75% to 8.00% is payable semiannually on the
fifteenth day of June and December.
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Lake Charles Charter Academy Foundation, Inc.
Notes to Combined Financial Statements
June 30, 2020

Note 10 - Bond Payable {continued)

The bond is subject to mandatory redemption at a redemption price equal to the principal
amount plus accrued interest to the redemption date subject to certain events as outlined
in the bond indenture. The bond is not subject to a premium at optional redemption after
December 15, 2021.

The annual debt service requirement for the Series 2011A Educational Facilities Revenue
Bonds not including unamortized discount and bond issuance costs consists of:

Year Ending
June 30, Principal Interest Total

2021 245,000 1,126,950 1,371,950
2022 265,000 1,107,575 1,372,575
2023 285,000 1,086,650 1,371,650
2024 305,000 1,064,175 1,369,175
2025 335,000 1,039,956 1,374,956

2026-2030 2,090,000 4,763,262 6,853,262

2031-2035 3,065,000 3,788,588 6,853,588

2036-2040 4,550,000 2,316,000 6,866,000

2041-2042 3,140,000 308,600 3,448,600

S 14,280,000 S 16,601,756 S 30,881,756

The trust indenture requires reserve funds equal to $ 1,389,963 for the Series 2011A bonds.
As of June 30, 2020, the reserve fund account balance was sufficient to satisfy this
requirement. The trustindenture also contains a financial covenant which is as follows:

Covenant Requirement Calculated
Long-term debt service At least
coverage ratio 1.25 1.81

For the purposes of this calculation, a $ 1,025,000 noncash expense incurred during the
year representing the forgiveness of a loan previously made to Lake Charles College Prep, a
component school of SLCAF, was not excluded from income available for debt service
calculation.

In order to secure the payment in full of the bonds and to secure the performance by the
Foundation to all covenants, the Organization grants the Louisiana Public Facilities Authority
(the “Authority”) a security interest in substantially all their property and equipment. The
Foundation also pledges to the Authority a security interest in all revenues, as well as the
right, title and interest in the escrow accounts.

Note 11 - Income Taxes

Lake Charles Charter Academy Foundation, Inc. is a not-for-profit organization as described in
Section 50I{c)(3) of the Internal Revenue Code and is exempt from federal and state income taxes
on related income pursuant to Section 501 (a) of the Internal Revenue Code.
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