






















DEMOCRACY PREPARATORY CHARTER SCHOOL 
(A Not-For-Profit Corporation) 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2009 AND 2008 

 
 
NOTE 9 -  OPERATING LEASE COMMITMENTS 
 

On October 1, 2007, the School entered into a triple-net sublease agreement with Civic 
Builders Property Holding Corp. (“Sublandlord”) for new facilities at St. Philips Church. 
The School also entered into license agreements for the use of the undercroft, the elevator 
and additional classroom space. On August 25, 2008, the school occupied the space. The 
sublease provides that the school pays a monthly base rent plus triple-net charges for the 
School’s share of expenses related to the lease property. The term of the sublease is twenty 
two years from the commencement date. The annual straight-line rent expense under the 
operating lease for the year ended June 30, 2009 amounted to $602,377. 
 
Commencing on November 1, 2009, and on each subsequent November 1, the School shall 
pay the Sublandlord the lesser of 50% of any School surplus (shown on the annual audited 
financial statement of the School for the immediately prior fiscal year), or any amount 
equal to 3/7th of the principal amount of the equity investment made by the Sublandlord as 
of the date of the date of final completion of Tenant’s work.  

 
Future minimum lease payments are as follows: 
 
Year ended June 30,  2010 $    546,750 
                      2011       595,917 
                     2012       773,601 
                                     2013       831,771 
                                     2014       861,646 

     Thereafter    9,872,009 
      Total future minimum rental payments $  13,481,694 

 
NOTE 10 -  RETIREMENT PLAN 
 

During the fiscal year ended 2009, the School set up a 403(b) retirement plan. Under the 
plan, the School matches employee contributions up to 5% of the annual compensation. 
Employee match for the year ended June 30, 2009 amounted to $91,208. 
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