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Opinion 

In our opinion, the financial statements referred to on page 1 present fairly, in all material respects, the 
financial position of the School as of June 30, 2018, 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 

Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the School’s financial statements as 
a whole. The accompanying schedule of expenditures of federal awards is presented for purposes of 
additional analysis as required by Title 2 Code of Federal Regulations (CFR) Part 200, Uniform 
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SECA SMCA BSSCA RKES RKMS RKHS VAES VAMS VAHS
General
Support Eliminations Total

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents -$                      1,199,130$       1,722,711$       -$                      1,037,924$       285,345$          492,708$          364,217$          1,084,366$       760,347$          -$                      6,946,748$       
Accounts Receivable - Federal and State -                        359,830            452,339            -                        491,744
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Program Management
Services and General Total

Salaries and Wages 18,066,224$  58,679$         18,124,903$  
Pension Expense 1,822,358      -                     1,822,358      
Other Employee Benefits 1,782,072      1,829             1,783,901      
Payroll Taxes 586,693         4,362             591,055         
Management Fees 156,216         2,239,446      2,395,662      
Legal Expenses -                     73,376           73,376           
Instructional Materials 1,304,930      -                     1,304,930      
Other Fees for Services 4,862,918      82,346           4,945,264      
Advertising and Promotion Expenses 49,244           2,078             51,322           
Office Expenses 527,324         716                528,040         



BRIGHT STAR SCHOOLS 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2018 
 
 
 

(7) 

 
NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Activities 

Bright Star Schools (the School) is a California nonprofit public benefit corporation. Bright 
Star Schools was incorporated in November 2002 as Stella Middle Charter Academy and 
was renamed in 2005.  
 
The School is comprised of: 
 
• Stella Middle Charter Academy (SMCA) 
• Bright Star Secondary Charter Academy (BSSCA) 
• Rise Kohyang Middle School School (RKMS) 
• Rise Kohyang High School School (RKHS) 
• Valor Academy Elementary (VAES) 
• Valor Academy Middle School (VAMS) 
• Valor Academy High School (VAHS) 
• Stella Elementary Charter Academy (SECA) – See Note 9 Subsequent Event 
• Rise Kohyang Elementary School (RKES) – See Note 9 Subsequent Event 
• General Support 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Net Asset Classes 

The School is required to report information regarding its fina
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Property Taxes 

Secured property taxes attach as an enforceable lien on property as of January 1. Taxes are 
levied on September 1 and are payable in two installments on or before November 1 and 
February 1. Unsecured property taxes are not a lien against real property and are payable in 
one installment on or before August 31. The county bills and collects property taxes for all 
taxing agencies within the County and distributes these collections to the various agencies. 
The sponsor agency of the School is required by law to provide in-lieu property tax 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Allocations Between Charter Schools 

For the year ended June 30, 2018, the School has chosen to identify each charter school 
separately within the basic financial statements. In cases where specific identification of 
each charter’s activities was not possible, items were allocated according to Average Daily 
Attendance (ADA). 
 
Evaluation of Subsequent Events 

The School has evaluated subsequent events through January 21, 2018, the date these 
financial statements were available to be issued. 
 
 

NOTE 2 CONCENTRATION OF CREDIT RISK 

The School maintains cash balances held in banks and revolving funds which are insured 
up to $250,000 by the Federal Depository Insurance Corporation (FDIC). At times, cash in 
these accounts exceeds the insured amounts. The School has not experienced any losses 
in such accounts and believes it is not exposed to any significant credit risk on its cash and 
cash equivalents. 
 
 

NOTE 3 PROPERTY, PLANT, AND EQUIPMENT 

Property, plant, and equipment in the accompanying financial statements is presented net of 
accumulated depreciation. The School capitalizes all expenditures for land, buildings, and 
equipment in excess of $5,000. Depreciation expense was $156,810 for the year ended 
June 30, 2018.   
 
The components of property, plant, and equipment as of June 30, 2018 are as follows: 
 
Tenant Improvement 16,352$           
Equipment 974,739
Construction in Progress 898,215
Less: Accumulated Depreciation and Amortization (560,533)          

Total Property, Plant, and Equipment 1,328,773$      
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NOTE 4 LONG-TERM LIABILITIES 

Office of Public School Construction 

In June 2008, the Office of Public School Construction (OPSC) approved SMCA’s 
application for a Charter School Facility Program (CSFP) preliminary apportionment of 
$24,426,544 to purchase and/or construct a real property as a permanent middle school 
facility to accommodate a maximum of 520 students for grades 5 through 8. This 
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NOTE 6 EMPLOYEE RETIREMENT 

Multi-Employer Defined Benefit Pension Plans 

Qualified employees are covered under multiple-employer defined benefit pension plans 
maintained by agencies of the state of California. Certificated employees are members of 
the State Teachers’ Retirement System (STRS). 
 
The risks of participating in this multiemployer defined benefit pension plan are different 
from single-employer plans because: (a) assets contributed to the multiemployer plan by 
one employer may be used to provide benefits to employees of other participating 
employers, (b) the required member, employer, and state contribution rates are set by the 
California Legislature and detailed in Teachers’ Retirement Law, and (c) if the School 
chooses to stop participating in the multiemployer plan, it may be required to pay a 
withdrawal liability to the plan. The School has no plans to withdraw from this multiemployer 
plan. 
 
State Teachers’ Retirement System (STRS) 

Plan Description 

The School contributes to the State Teachers’ Retirement System (STRS), a cost-sharing 
multiple-employer public employee retirement system defined benefit pension plan 
administered by STRS.  

 
The plan provides retirement, disability and survivor benefits to beneficiaries. Benefit 
provisions are established by state statutes, as legislatively amended, within the State 
Teachers’ Retirement Law. According to the most recently available Comprehensive Annual 
Financial Report and Actuarial Valuation Report for the year ended June 30, 2017, total 
STRS plan net assets are $210 billion, the total actuarial present value of accumulated plan 
benefits is $362 billion, contributions from all employers totaled $4.2 billion, and the plan is 
62.6% funded. The School did not contribute more than 5% of the total contributions to the 
plan.   
 
Copies of the STRS annual financial report may be obtained from STRS, 7667 Folsom 
Boulevard, Sacramento, CA 95826 and www.calstrs.com. 
 
Funding Policy 

Active plan members hired before January 1, 2013 are required to contribute 10.25% of their 
salary and those hired after are required to contribute 9.205% of their salary. The School is 
required to contribute an actuarially determined rate. The actuarial methods and 
assumptions used for determining the rate are those adopted by the STRS Teachers’ 
Retirement Board. Under the 2014 funding plan, employer contrib
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NOTE 8 RELATED PARTY TRANSACTIONS 

Bright Star Education Group 

Bright Star Education Group (BSEG) is a non-profit corporation organized to provide back 
office services to Bright Star Schools and to manage the growth of the network of schools. 
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Bright Star Schools is a nonprofit public benefit corporation and operates seven charter schools 
approved by the Los Angeles School District as follows: 
 
Stella Middle Charter Academy (SMCA) charter number 0535 – established in 2003 
Bright Star Secondary Charter Academy (BSSCA) charter number 0826 – established in 2006 
Rise Kohyang Middle School School (RKMS) charter number 1315 – established in 2012  
Rise Kohyang High School School (RKHS) charter number 1786 - established in 2016 
Valor Academy Elementary (VAES) charter number 1787 - established in 2016 
Valor Academy Middle School (VAMS) charter number 1095 – established in 2009 
Valor Academy High School (VAHS) charter number 1539 – established in 2013 
 
The Board of Directors and the Administrators as of the year ended June 30, 2018 were as follows: 
 
 

BOARD OF DIRECTORS 
     

Member  Office  Term Expires (3 year term) 
 
Larry Klein 

  
Board Chairman 

  
2019 

James McGrath  Secretary  2020 
Stephen Green  Member  2018 
Elizabeth Yeo  Member  2019 
David Valentine  Member  2018 (2 months) 
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Classroom Classroom 
Based Total Based Total

SMCA:
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SMCA BSSCA RKMS RKHS VAES VAMS VAHS

June 30, 2018  Annual Financial Report

Fund Balances (Net Assets)  $      1,418,141  $     943,757  $     765,468  $     132,273  $       232,411  $     1,807,290  $     1,430,873 

Adjustments and Reclassifications:

Increase (Decrease) of Fund Balance 

  (Net Assets):

Cash and Cash Equivalents (3,907)              210               (7,760)          (50,010)        (10)                  (150,916)         (5,817)             

Accounts Receivable - Federal and State (102,175)          31,231          8,570            (192,854)       18,291            (19,256)           26,251            

Accounts Receivable - Other 83,337             274,601        90,888          391,304        69,000            1,979              306,942          

Accounts Recieivable - BSEG 87,318             274,601        212,450        72,910          -                      173,937          -                      

Intercompany Receivables 580,994           1,605,768     -                   -                   -                      131,545          95,802            

Prepaid Expenses and Other Assets (5,940,156)       (320,340)       (611,392)       (391,412)       (62,747)           (46,766)           (896,175)         

Note Receivable -                       -                   -                   -                   -                      (142,339)         -                      

Property, Plant, and Equipment, Net 221,183           -                   672,304        -                   35,415            7,848              216,295          

Accounts Payable 523,714           1,556,151     1,272,194     1,052,279     674,492          19,945            749,097          

Accrued Liabilities (332,765)                 礀62ༀ396)
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PURPOSE OF SCHEDULES 

NOTE 1 SCHEDULE OF INSTRUCTIONAL TIME 

This schedule presents information on the amount of instructional time offered by the School 
and whether the School complied with the provisions of California Education Code.  
 
 

NOTE 2 SCHEDULE OF AVERAGE DAILY ATTENDANCE  

Average daily attendance is a measurement of the number of pupils attending classes of the 
School. The purpose of attendance accounting from a fiscal standpoint is to provide the 
basis on which apportionments of state funds are made to charter schools. This schedule 
provides information regarding the attendance of students at various grade levels. 
 
 

NOTE 3 RECONCILIATION OF ANNUAL FINANCIAL REPORT WITH AUDITED FINANCIAL 
STATEMENTS  

This schedule provides the information necessary to reconcile the net assets of the charter 
schools as reported on the Annual Financial Report form to the audited financial statements. 
 
 

NOTE 4 SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

The accompanying schedule of expenditures of federal awards (the Schedule) includes the 
federal award activity of the School under programs of the federal governmental for the year 
ended June 30, 2018. The information in this Schedule is presented in accordance with the 
requirements of the Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance).  
 
Expenditures reported on the Schedule are reported on the accrual basis of accounting. 
Such expenditures are recognized following the cost principles contained in the Uniform 
Guidance, wherein certain types of expenditures are not allowable or are limited as to 
reimbursement.  
 
 

NOTE 5 INDIRECT COST RATE 

The School has elected to use a rate other than the 10-percent de minimis indirect cost rate 
allowed under the Uniform Guidance. 
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Description 
Procedures 
Performed 

Unduplicated Local Control Funding Formula Pupil Counts  Yes      
Local Control and Accountability Plan   Yes 
Independent Study-Course Based   Not applicable 
Charter Schools:  
        Attendance  Yes    
Mode of Instruction  Yes      
Nonclassroom-based instructional/independent study  Not applicable 

Determination of funding for nonclassroom-based instruction  Not applicable 
Annual instructional minutes – classroom based  Yes      
Charter School Facility Grant Program  Yes 
    
 
Opinion on State Compliance 

In our opinion, the School complied with the laws and regulations of the state programs referred to 
above in all material respects for the year ended June 30, 2018. 
 
Purpose of this Report 

The purpose of this report on state compliance is solely to describe the results of testing based on the 
requirements of the 2017-2018 Guide for Annual Audits of K-12 Local Education Agencies and State 
Compliance Reporting
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Section I – Summary of Auditors’ Results 

 
Financial Statements 
 

1. Type of auditors’ report issued: Unmodified 
 

2. Internal control over financial reporting: 
 

 Material weakness(es) identified?         x  yes           no 
 

 Significant deficiency(ies) identified?           yes         x  none reported 
 

3. Noncompliance material to financial  
statements noted?           yes         x  no 

 
 
Federal Awards  
 

1. Internal control over major federal programs: 
 

 Material weakness(es) identified?            yes         x   no 
 

 Significant deficiency(ies) identified?           yes         x  none reported 
 

2. Type of auditors’ report issued on  
compliance for major federal programs: Unmodified 

 
3. Any audit findings disclosed that are required 

to be reported in accordance with  
2 CFR 200.516(a)?           yes          x  no 

 
 
Identification of Major Federal Programs 
 
 CFDA Number(s) Name of Federal Program or Cluster 
 
 84.010  Title I 
 
Dollar threshold used to distinguish between 
Type A and Type B programs: $  750,000  
 
Auditee qualified as low-risk auditee?           x  yes                    no 
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Corrective Action Plan:  Management will ensure that the accounting office will have the adequate 
staffing and capacity to perform the month-end closing procedures. In response to these findings, 
accounting department has revised the month end closing procedures to ensure all major accounts that 
were previously reconciled on a quarterly and annual basis will now be reconciled on a monthly basis. 
Further, management will no longer hold off posting certain complex one-time journal entries to be 
booked during the audit for the purpose of getting audit guidance. Management will take action to seek 
and obtain any additional accounting expertise needed for these journal entries at the time of the 
transaction and well before the audit. 
 
 

Section III – Findings and Questioned Costs – Major Federal Programs 
 
Our audit did not disclose any matters required to be reported in accordance with 2 CFR 200.516(a). 
 
 

Section IV – State Compliance Findings 
 
Our audit did not disclose any matters required to be reported in accordance with the 2017-2018 Guide 
for Annual Audits of K-12 Local Education Agencies and State Compliance Reporting. 
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