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INDEPENDENT AUDITOR’S REPORT 

October 1, 2024 

To the Board of Directors 

International Education and Community Initiatives 

dba One Bright Ray, Inc. 

Philadelphia, Pennsylvania 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of the International Education and Community Initiatives (a not-

for-profit Pennsylvania corporation), dba One Bright Ray, Inc. (“the Organization”), which comprise the 

statement of financial position as of June 30, 2024, and the related statements of activities, functional 

expenses, and cash flows for the year then ended, and the related notes to the financial statements. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 

position of the Organization as of June 30, 2024, 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. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United States 

of America (“GAAS”). Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the Financial Statements section of our report.  We are required to be 

independent of the Organization and to meet our other ethical responsibilities, in accordance with the 

relevant ethical requirements relating to our audit.  We believe that the audit evidence we have obtained 

is sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 

accordance with accounting principles generally accepted in the United States of America, and 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. 

503 Carr Road    Suite 100    Wilmington, DE 19809
302.478.8940    www.btcpa.com
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To the Board of Directors 

International Education and Community Initiatives 

dba One Bright Ray, Inc. 

In preparing the financial statements, management is required to evaluate whether there are conditions 

or events, considered in the aggregate, that raise substantial doubt about the Organization’s ability to 

continue as a going concern for one year after the date that the financial statements are issued. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 

free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 

includes our opinion.  Reasonable assurance is a high level of assurance but is not absolute assurance 

and, therefore, is not a guarantee that an audit conducted in accordance with GAAS will always detect a 

material misstatement when it exists.  The risk of not detecting a material misstatement resulting from fraud 

is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations, or the override of internal control.  Misstatements are considered material if there is a 

substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a 

reasonable user based on the financial statements. 

In performing an audit in accordance with GAAS, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, and design and perform audit procedures responsive to those risks.  Such 

procedures include examining, on a test basis, evidence regarding the amounts and disclosures 

in the financial statements. 

• Obtain an understanding of internal control relevant to the audit 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 Organization’s internal control.  Accordingly, no such opinion is 

expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 

accounting estimates made by management, as well as evaluate the overall presentation of the 

financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 

that raise substantial doubt about the Organization’s ability to continue as a going concern for a 

reasonable period of time. 

We are required to communicate with those charged with governance regarding, among other matters, 

the planned scope and timing of the audit, significant audit findings, and certain internal control-related 

matters that we identified during the audit. 

BARBACANE, THORNTON & COMPANY LLP 



ASSETS
CURRENT ASSETS:
Cash and cash equivalents 3,372,026$         
Accounts receivable from School District of Philadelphia 3,100,567           
Other accounts receivable 14,960                
Prepaid expenses 37,074                

Total Current Assets 6,524,627           

NONCURRENT ASSETS:
Lease receivable 604,006              
Restricted cash and cash equivalents 1,812,897           
Operating right-of-use assets 3,152,141           
Property and equipment, net 9,542,557           

Total Noncurrent Assets 15,111,601         

TOTAL ASSETS 21,636,228$       

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable and accrued expenses 298,495$            
Accrued interest payable 77,624                
Current maturities of long-term debt 233,674              
Operating lease liability 94,708                

Total Current Liabilities 704,501              

NONCURRENT LIABILITIES:
Operating lease liability 3,069,368           
Long-term debt, net of current maturities 16,522,434         

Total Noncurrent Liabilities 19,591,802         

TOTAL LIABILITIES 20,296,303         

NET ASSETS:
Without donor restrictions 1,339,925           
TOTAL NET ASSETS 1,339,925           

TOTAL LIABILITIES AND NET ASSETS 21,636,228$       

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

JUNE 30, 2024
STATEMENT OF FINANCIAL POSITION

INTERNATIONAL EDUCATION AND COMMUNITY INITIATIVES
DBA ONE BRIGHT RAY, INC.
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REVENUES WITHOUT DONOR RESTRICTIONS:
Program revenues 12,325,514$     
Rental income 1,201,648
Student activity fees 6,450                
Interest income 105,403
Other revenues 180,763
TOTAL REVENUES WITHOUT DONOR RESTRICTIONS 13,819,778       

EXPENSES
Program services 9,296,324         
Management and general 4,097,721         

TOTAL EXPENSES 13,394,045       

CHANGE IN NET ASSETS WITHOUT DONOR RESTRICTIONS 425,733            

NET ASSETS, BEGINNING OF YEAR 914,192            

NET ASSETS, END OF YEAR 1,339,925$       

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

FOR THE YEAR ENDED JUNE 30, 2024
STATEMENT OF ACTIVITIES

INTERNATIONAL EDUCATION AND COMMUNITY INITIATIVES
DBA ONE BRIGHT RAY, INC.

- 4 -



Management
Program and
Services General Total

EXPENSES:
Salaries 5,102,334$    2,628,475$    7,730,809$    
Payroll taxes 438,358         225,821         664,179
Employee benefits 820,079         422,465         1,242,544
      Total Salaries and Related Expenses 6,360,771      3,276,761      9,637,532

Advertising expense -                     2,897             2,897
Bank charges -                     15,895           15,895
Depreciation 534,142         275,164         809,306
Dues and subscriptions -                     10,540           10,540
Equipment rental and maintenance -                     50,569           50,569
Insurance 97,184           50,065           147,249
Interest expense 962,807         -                     962,807
Miscellaneous 19,156           -                     19,156.00
Occupancy 266,872         137,479         404,351
Postage -                     4,171             4,171
Printing and reproduction -                     3,035             3,035
Professional fees 311,412         -                     311,412
Program costs and supplies 712,640         -                     712,640
School district fee -                     255,000         255,000
Telephone and internet charges 13,503           6,956             20,459
Travel 4,042             2,082             6,124
Vehicle expenses 13,795           7,107             20,902

TOTAL EXPENSES 9,296,324$    4,097,721$    13,394,045$  

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

DBA ONE BRIGHT RAY, INC.
INTERNATIONAL EDUCATION AND COMMUNITY INITIATIVES

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2024
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CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets 425,733$       
Adjustments to reconcile change in net assets
   to net cash provided (used) by operating activities:

Depreciation 809,306         
Amortization (component of interest expense) 31,326           
Rent expense 5,642             
Decrease (Increase) in:

Accounts receivable from School District of Philadelphia (848,581)        
Other accounts receivable (10,985)          
Rent receivable (15,166)          
Prepaid expenses (9,493)            

Increase (Decrease) in:
Accounts payable and accrued expenses 79,834           
Deferred revenue (15,400)          

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES 452,216         

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of furniture and equipment (9,858)            
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES (9,858)            

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of long-term debt (255,000)        
NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES (255,000)        

NET CHANGE IN CASH AND CASH EQUIVALENTS 187,358         

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 4,997,565      

CASH AND CASH EQUIVALENTS, END OF YEAR 5,184,923$    

CASH AND CASH EQUIVALENTS 3,372,026$    
RESTRICTED CASH AND CASH EQUIVALENTS 1,812,897      

5,184,923$    
SUPPLEMENTAL DISCLOSURES:
Interest paid 962,807$       
Taxes paid -$                   

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

FOR THE YEAR ENDED JUNE 30, 2024
STATEMENT OF CASH FLOWS

INTERNATIONAL EDUCATION AND COMMUNITY INITIATIVES
DBA ONE BRIGHT RAY, INC.
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NOTE A  PURPOSE OF THE ORGANIZATION 

 

International Education and Community Initiatives (a not-for-profit Pennsylvania corporation), 

doing business as One Bright Ray, Inc., (“the Organization”) leases a facility to a charter school 

and provides educational support services to six contract schools in the Philadelphia area.  The 

Organization leases its building to the Community Academy of Philadelphia (“CAP”).  The 

Organization contracts with the School District of Philadelphia to operate One Bright Ray 

Community High School Simpson Campus, One Bright Ray Community High School Fairhill 

Campus, One Bright Ray Community High School Elmwood Campus, and One Bright Ray 

Community High School Mansion Campus; these facilities provide high-risk and at-risk youth, 

between the ages of 16-21, from the inner city of Philadelphia, with a second chance of 

obtaining a high school diploma. 

 

 

NOTE B  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Basis of Accounting 

 

The financial statements of the Organization have been prepared on the accrual basis of 

accounting. 

 

Financial Statement Presentation 

 

In accordance with the Financial Accounting Standards Board Accounting Standards 

Codification (“FASB ASC”), the Organization is required to report information regarding its financial 

position and activities according to two classes of net assets:  net assets with donor restrictions 

and net assets without donor restrictions.  The Organization currently has no net assets with donor 

restrictions. 

 

Property and equipment 

 

Property and equipment are stated at cost. Expenditures for property and those which 

substantially increase useful lives are capitalized.  Maintenance, repairs, and minor renewals are 

expensed as incurred.  When assets are retired or otherwise disposed of, their cost and related 

accumulated depreciation are removed from the accounts, and resulting gains or losses are 

included in the change in unrestricted net assets.  Depreciation is provided by the straight-line 

method over the estimated useful lives of the assets. Estimated useful lives are as follows: 

 

Buildings and improvements 30 years 

Leasehold improvements 15-20 years 

Furniture, fixtures, and equipment 5-7 years 
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NOTE B  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (cont’d) 

 

Income Taxes 

 

The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal 

Revenue Code and, therefore, has no provision for federal income taxes.  The Organization has 

been classified as an organization that is not a private foundation under Sections 509(a)(1) and 

170(b)(1)(a)(iv) of the Internal Revenue Code.  The Organization did not engage in any unrelated 

business activities during the fiscal year.  Management believes more likely than not that its tax-

exempt status and tax positions will be sustained if examined by authorities. 

 

Cash Equivalents 

 

For purposes of the statement of cash flows, the Organization considers all highly liquid 

investments with an initial maturity of three months or less to be cash equivalents. 

 

Restricted Cash and Cash Equivalents 

 

In accordance with the bond issuance agreement, the Organization maintains several cash 

accounts that are restricted for debt service and other purposes. 

 

Debt Issuance Costs 

 

Debt issuance costs consisting of original issue discount, costs of issuance, underwriter's discount, 

and other related financing costs are presented in the statement of financial position as a direct 

reduction from the carrying amount of bonds payable, consistent with the presentation of debt 

discounts.  The costs are amortized on a straight-line basis over the life of the related bonds. 

 

Use of Estimates in the Preparation of Financial Statements 

 

The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America 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. 

 

Advertising Costs 

 

All costs associated with advertising and promotions are recorded as expenditures in the year 

incurred. 

 



INTERNATIONAL EDUCATION AND COMMUNITY INITIATIVES 

DBA ONE BRIGHT RAY, INC. 

 

NOTES TO THE FINANCIAL STATEMENTS 

 - 9 - 

 

 

 

NOTE B  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (cont’d) 

 

Right-of-use Asset 

 

The right-of-use asset and the lease liability on the statement of financial position are recognized 

based on the present value of future cash outflows over the noncancelable lease term, 

calculated at the commencement of the lease using a risk-free discount rate as determined by 

management. 

 

Lease Receivable 

 

Rental income is being recognized on a straight-line basis over the life of the lease.  The 

difference between rental income recognized and rents received, as stipulated in the lease, is 

reflected as "lease receivable" on the statement of financial position.  At June 30, 2024, the 

balance of the lease receivable was $604,006. 

 

Allocation of Functional Expenses 

 

The costs of providing the various programs and other activities have been summarized on a 

functional basis in the statement of activities.  Accordingly, certain costs have been allocated 

among the programs and supporting services benefited.  For expenses not readily traceable to a 

specific function, an allocation across functions was based on historical averages across 

functions. 

 

 

NOTE C  PROPERTY AND EQUIPMENT 

 

A summary of property at June 30, 2024 is as follows:  

 

Land $      650,000 

Buildings and improvements 18,710,526 

Leasehold improvements 1,677,365 

Furniture, fixtures, and equipment 1,991,838 

    23,029,729 

Less accumulated depreciation and amortization   13,487,172 

  

 $   9,542,557 

 

 

Depreciation expense was $809,306 for the year ended June 30, 2024. 
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NOTE D  CUSTODIAL CREDIT RISK 

 

The Organization maintains its cash in highly rated financial institutions within the Organization’s 

operating area which at times may exceed federally insured limits.  Accounts are guaranteed by 

the Federal Deposit Insurance Corporation ("FDIC") up to $250,000.  The Organization has not 

experienced any losses in such accounts.  As of June 30, 2024, $4,763,362 of the Organization’s 

deposits were at risk because they exceeded the FDIC insured limits. 

 

 

NOTE E  RESTRICTED CASH AND CASH EQUIVALENTS 

 

In accordance with the terms of bond agreements, the Organization has established funds that 

are segregated for specific use and for the security of the bondholders and are maintained by 

U.S. Bank, an independent trustee (“the Trustee”).  (Please see Note F.)  The funds are maintained 

in First American Government Obligation Funds, which are cash equivalents.  These funds are 

presented as “restricted cash and cash equivalents” in the accompanying statement of financial 

position.  The following is the composition of those funds as of June 30, 2024: 

 

Project Fund $        75,741 

Debt Service Reserve Fund 1,186,950 

Revenue Fund 196,518 

Repairs and Replacement Fund 250,000 

Bond Principal Fund 37,324 

Bond Interest Fund     66,364 

  

 $   1,812,897 

 

 

NOTE F  LONG-TERM DEBT 

 

On October 1, 2018, the Organization refinanced its existing long-term debt and Series 2002B 

Bonds totaling $12,680,000, and also received additional proceeds of $6,385,000.  The 

refinancing provided for the issuance of Philadelphia Authority for Industrial Development Series 

2018A Bonds and Series 2018B Bonds of $18,785,000 and $280,000, respectively.  The additional 

proceeds of $6,385,000 were used to create various required reserve funds (Note E) totaling 

approximately $5,600,000, and to pay for financing and accrued interest costs totaling 

approximately $785,000.  The Series 2018A Bonds are payable to the Trustee over 35 years with 

interest at 4.5% through June 1, 2029; 5.125% through June 1, 2038; 5.25% through June 1, 

2048, and 5.375% through June 1, 2053.  The Series 2018B Bonds have been paid off. 

 

The Organization had pledged to provide annual revenues principally, but not limited to, the 

collections from the CAP, a related party, pursuant to the leases between the two entities.  The 

bond agreements require that the Organization and CAP maintain a debt service coverage ratio 
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NOTE F  LONG-TERM DEBT  (cont’d) 

 

of 1.10 to 1.0, lease payment coverage ratio of 1.0 to 1.0, at least 45 days cash on hand, and 

other financial covenants.  However, failure to maintain these covenants would not be deemed 

defaults but require a management consultant’s report setting forth the reasons for the 

deficiency, and set forth a plan to correct the deficiency.  The Organization and CAP have also 

pledged all rights, title, and interest to their assets. 

 

At June 30, 2024, the bond payable balance was $17,675,000. 

 

In the statement of financial position, long-term debt, net consists of the following: 

 

Long-term debt  $ 17,675,000 

Debt issuance costs  (918,892) 

   

Long-term debt   $ 16,756,108 

 

 

Current  $      233,674 

Noncurrent     16,522,434 

   

Long-term debt - net (current)  $ 16,756,108 

 

 

Future scheduled maturities of the debt is as follows: 

 

Year Ending June 30,   

   

2025  $      265,000 

2026  275,000 

2027  290,000 

2028  300,000 

2029  315,000 

Thereafter  16,230,000 

   

  $ 17,675,000 

 

 

NOTE G  LINE OF CREDIT 

 

The Organization maintains a $1,000,000 line of credit (“the Line”) from PNC Bank.  Interest is 

payable equal to the sum of the daily Bloomberg Short-Term Bank Yield (BSBY) rate plus 3.00% 
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NOTE G  LINE OF CREDIT  (cont’d) 

 

and expires on July 31, 2024.  The line of credit is subject to the same security and financial 

covenants as the Series 2018A bonds.  The entire line of credit was available as of June 30, 2024. 

 

 

NOTE H LEASING AGREEMENTS 

 

Lessor 

 

The Organization leases facilities to CAP, a related party, through a leasing arrangement.  The 

facilities are located at 1100-1140 East Erie Avenue, 1142-1152 East Erie Avenue, and 2816-2822 

North Fourth Street, all in Philadelphia, Pennsylvania.  The lease period is from October 1, 2018 

through June 1, 2053.  In addition to the basic rentals, the lease allows for “additional rents” for 

costs incurred in the performance of its obligation under the loan and costs incurred by the 

Organization under the terms of Organization’s bond purchase agreement.  For the year ending 

June 30, 2024, no "additional rents” have been charged.  Payments are due in semi-annual 

installments. 

 

Minimum annual rental income for the Organization for each year subsequent to June 30, 2024 is 

as follows: 

 

Year Ending June 30,   

   

2025  $   1,185,006 

2026   1,183,081 

2027   1,185,706 

2028  1,182,656 

2029  1,184,156 

Thereafter   29,620,333 

   

Totals  $ 35,540,938 

 

 

Lessee 

 

The Organization subleases a portion of the facilities leased to CAP located at 1142-1152 East 

Erie Avenue and 2816-2822 North Fourth Street.  The sublease is schedule to run through June 1, 

2053.  In addition, the Organization also has a copier lease which expires in June 2027.  The 

Organization calculated the present value of the rental agreements at the risk-free interest rate 

as of the incurrence of the leases.  As of June 30, 2024, the weighted-average remaining lease 

term for all operating leases is 27.83 years, and the weighted average rate associated with the 

leases as of June 30, 2024 is 4.47%.  
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NOTE H LEASING AGREEMENTS  (cont’d) 

 

Future discounted lease payments are as follows: 

 

Year Ending June 30,   

   

2025  $        94,708 

2026   98,277 

2027   102,713 

2028   54,996 

2029  58,115 

Thereafter   2,755,267 

   

Totals  $   3,164,076 

 

 

Other Leases 

 

The Organization leases a school facility at 6404 Elmwood Avenue in Philadelphia from the 

School District of Philadelphia.  The lease is renewed annually effective from July 1 to June 30 

and is payable at $7,573 per month with a 3% annual increase.  The Organization is charged $2 

per square foot for utilities and is also responsible for all maintenance and occupancy costs.  

Rent expense was $100,815 for the year ended June 30, 2024. 

 

The Organization also leases another school facility at 3133 Ridge Avenue in Philadelphia from 

the School District of Philadelphia.  The lease is renewed annually effective from July 1 to June 30 

and is payable at $8,520 per month with a 3% annual increase.  The Organization is responsible 

for all maintenance and occupancy costs.  Rent expense was $113,263 for the year ended June 

30, 2024. 

 

 

NOTE I RELATED-PARTY TRANSACTIONS 

 

In addition to the lease transactions and the debt guarantees disclosed in Notes F and H, 

respectively, certain board members of the Organization are also employees of CAP.  

 

At June 30, 2024, there was $117,186 due from the Organization to CAP as a result of various 

transactions between the two entities. 

 

 

NOTE J  DEFINED CONTRIBUTION PLAN 

 

The Organization sponsors a defined contribution plan (“the Plan”) covering all employees with at 

least one year of service who agree to make contributions to the Plan.  The Organization 
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NOTE J  DEFINED CONTRIBUTION PLAN  (cont’d) 

 

matches participants' contributions to the Plan up to 5% of the individual participant's 

compensation.  Total expense for the year ended June 30, 2024 was $331,188. 

 

 

NOTE K  FUNDING 

 

The Organization receives funding from the School District of Philadelphia on a monthly basis 

based on enrollment.  The rate of funding per student is determined on an annual basis. 

 

The Organization generally receives federal funding for certain federal breakfast and lunch 

programs. 

 

 

NOTE L  CONCENTRATIONS 

 

The Organization received 88% of its total revenues from program revenues from the School 

District of Philadelphia during the year ended June 30, 2024.  The continued existence of the 

Organization is dependent on the continuance of this relationship. 

 

 

NOTE M  LIQUIDITY AND AVAILABILITY OF RESOURCES 

 

The Organization’s financial assets consist of unrestricted cash and cash equivalents, accounts 

receivable from School District of Philadelphia, and other accounts receivable. 

 

The following reflects the Organization’s financial assets as of June 30, 2024 reduced by amounts 

not available for general use because of contractual or donor-imposed restrictions within one 

year of the statement of financial position date. 

 

Financial assets, at year-end  $  6,487,553 

Less financial assets held unavailable for   

   general expenditures within one year  - 

Financial assets available to meet cash needs   

   for general expenditures within one year  $  6,487,553 

 

 

The Organization has a goal to maintain financial assets on hand to meet, at a minimum, 90 

days of normal operating expenses, which is approximately $3,303,000.  The Organization has a 

policy to structure its financial assets to be available as its general expenditures, liabilities, and 

other obligations come due.  As described in Note G, the Organization also has a line of credit 

available in the amount of $1,000,000, which it could draw upon in the event of an 

unanticipated liquidity need. 
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NOTE N SUBSEQUENT EVENTS 

 

The Organization has evaluated all subsequent events through October 1, 2024, the date the 

financial statements were available to be issued. 
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