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INDEPENDENT AUDITORS' REPORT

The Board of Trustees
COMMUNITY Charter School

We have audited the accompanying balance sheets of COMMUNITY Charter School (the School) as of June
30, 2011 and 2010, and the related statements of activities and cash flows for the years then ended. These
financial statements are the responsibility of the School’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits 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 audits
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the School as of June 30, 2011 and 2010, and the changes in its net assets and its cash flows for
the years then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated October 25, 2011 on
our consideration of the School’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, 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 and should be considered in assessing the results of our audit.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The accompanying additional information as listed in the table of contents is presented for purposes
of additional analysis and is not a required part of the financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is
also not a required part of the financial statements. The accompanying additional information and the
schedule of expenditures of federal awards are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the 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 financial statements taken as a whole.

October 25, 2011
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COMMUNITY CHARTER SCHOOL

Balance Sheets

June 30, 2011 2010
Assets
Current assets:
Cash $ 1,209,283 $§ 1,448,733
Accounts and other receivables (Note 2) 139,004 76,156
Prepaid expenses 35,140 14,565
1,383,427 1,539,454
Property and equipment, net (Note 3) 2,945,972 2,489,995
$ 4,329,399 § 4,029,449
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued expenses $ 498,616 $ 1,097,609
Deferred revenue - 19,808
498,616 1,117,417
Net assets:
Unrestricted 3,830,783 2,912,032
$ 4,329,399 § 4,029,449

See accompanying notes.



COMMUNITY CHARTER SCHOOL

Statements of Activities

For the years ended June 30, 2011 2010
Changes in unrestricted net assets:
Support and revenue:
Public school districts:
Revenue-resident student enrollment $ 3,881,268 § 3,082,185
Revenue-students with disabilities 231,369 170,509
Federal grants 531,323 261,818
State grants 8,543 52,275
Other income 11,525 9,676
Total unrestricted support and revenue 4,664,028 3,576,463
Expenses:
Program expenses:
Regular education 2,228,134 2,112,743
Special education 312,800 249,390
Other programs 678,565 306,253
Total program expenses 3,219,499 2,668,386
Supporting services:
Management and general 525,778 430,157
Total expenses 3,745,277 3,098,543
Change in net assets 918,751 477,920
Net assets - beginning 2,912,032 2,434.112
Net assets - ending $ 3,830,783 § 2912032

See accompanying notes.



COMMUNITY CHARTER SCHOOL

Statements of Cash Flows

For the years ended June 30, 2011 2010
Operating activities:
Change in net assets $ 918,751 $ 477,920
Adjustments to reconcile change in net assets to
net cash flows from operating activities:
Depreciation 169,366 93,811
Changes in operating assets and liabilities:
Accounts and other receivables (62,848) (48,521)
Prepaid expenses (20,575) (1,996)
Accounts payable and accrued expenses (598,993) 42,283
Defetred revenue (19,808) 19,308
Net operating activities 385,893 582,805
Investing activities:
Property and equipment expenditures (625,343) (902,866)
Net change in cash (239,450) (320,061)
Cash - beginning 1,448,733 1,768,794
Cash - ending $ 1,209,283 § 1,448,733

See accompanying notes.



COMMUNITY CHARTER SCHOOL

Notes to Financial Statements

1. Summary of Significant Accounting Policies:
Otganization and Purpose:

COMMUNITY Charter School (the School) operates a
charter school in the City of Buffalo, New York (the City)
pursuant to its Charter Agreement with the Education
Department of the State of New York. The School
currently offers classes from kindergarten through grade 6.
The School has been chartered through 2013.

Subsequent Events:

Management has evaluated events and transactions
occurring subsequent to the end of the fiscal year for
potential recognition or disclosure through October 25,
2011, the date the financial statements were available to be
issued.

Cash:

Cash in financial institutions potentially subjects the School
to concentrations of credit risk since it may exceed insured
limits at various times throughout the year.

Accounts Receivable:

Accounts receivable are stated at the amounts management
expects to collect from outstanding balances. Balances
that are outstanding after management has used reasonable
collection efforts are written off through a charge to bad
debts expense and a credit to accounts receivable. An
allowance for doubtful accounts is considered unnecessary
by management because all significant amounts deemed
uncollectible are written off each year.

Property and Equipment:

Property and equipment is stated at cost net of
accumulated depreciation. Depreciation is provided using
the straight-line method over estimated useful asset lives.
Maintenance and repairs are charged to operations as
incurred; significant improvements are capitalized.

Enrollment Fees:

The School is reimbursed by each resident district based
on the product of the annual approved operating expense
of the district and the full time equivalent enrollment of
the students in the charter school residing in the district.
The School’s enrollment fees are received primarily from
the Board of Education for the City of Buffalo School
District.

Grants:

The School is the recipient of awards and reimbursements
from federal, state and local sources. The awards and
reimbursements are subject to compliance and financial
audits by the funding sources. Management believes no
significant adjustments are necessary to recognized
amounts.

The School records grant awards accounted for as
exchange transactions as deferred revenue until related
services are performed.

Income Taxes:

The School is a 501(c)(3) organization exempt from
taxation under Section 501(a) of the Internal Revenue
Code. The School believes it is no longer subject to
examination by Federal and State authorities for years prior
to 2008.

Use of Estimates:

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 amounts reported in the
financial statements and accompanying notes.  Actual
results could differ from those estimates.

Cost Allocation:

The School’s costs of providing its vatious programs and
activities have been summarized on a functional basis in
the statements of activities. Accordingly, certain costs have
been allocated among the programs and supporting
services benefited.



2. Accounts and Other Receivables:

2011 2010
Enrollment fees $ 58,413 $ _
Grants 80,591 76,156

$ 139,004 $ 76,156

3. Property and Equipment:

2011 2010
TLand $ 55,000 $ 55,000
Building and improvements 3,130,062 1,503,696
Furniture and equipment 591,826 430,656
Construction in progress - 1,213,020
3,776,888 3,202,372
Less accumulated depreciation 830,916 712,377

$ 2,945,972 § 2,489,995

4. Retirement Plan:

The School participates in the New York State Teachers’
Retirement System (TRS) and New York State and Local
Employees’ Retirement System (ERS) (the Systems), which
are cost-sharing multiple employer, public employee
retirement systems. The Systems offer a wide range of
plans and benefits which are related to years of service and
final average salary, vesting of retirement benefits, death
and disability.

New York State Teachers’ Retirement System:

TRS is administered by the New York State Teachers’
Retirement Board and provides benefits to plan members
and beneficiaries as authorized by the Education Law and
the Retitement and Social Security Law of the State of
New York. TRS issues a publicly available financial report
that contains financial ~statements and required
supplementary information. The report may be obtained
by writing to the New York State Teachers’ Retirement
System, 10 Corporate Woods Drive, Albany, NY 12211-
2395.

New York State and Local Employees’ Retitrement
System:

ERS provides retirement benefits as well as death and
disability benefits. New York State Retirement and Social
Security Law governs obligations of employers and
employees to contribute and provide benefits to
employees. ERS issues a publicly available financial report
that includes financial statements and required
supplementary information. This report may be obtained
by writing to the New York State and Local Retirement
System, 110 State Street, Albany, NY 12244-0001.

Funding Policies:

The Systems require employee contributions of 3% of
salary for the first 10 years of service for those employees
who joined the Systems between July 1976 and December
2009. Participants hired on or after January 1, 2010 are
required to contribute 3% (ERS) or 3.5% (TRS) of
compensation throughout their active membership in the
Systems. No employee contribution is required for those
hired prior to July 1976. For ERS, the Comptroller
annually certifies the rates expressed as a percentage of the
wages of participants used to compute the contributions
requited to be made by employers to the pension
accumulation fund. The rate is 11.3% and 7.0% for 2011
and 2010. Pursuant to Article 11 of the Education Law,
rates are established annually for TRS by the New York
State Teachers’ Retirement Board at an actuarially
determined rate. The rate is 8.62% of the annual covered
payroll as of June 30, 2011, and 6.19% for the year ended
June 30, 2010.

The required contributions for all plans were $160,649 and
$86,496 for the years ended June 30, 2011 and 2010.



COMMUNITY CHARTER SCHOOL

Additional Information
Schedule of Expenses

For the year ended June 30, 2011 (with comparative totals for 2010)

2011 2010
Regular Special Other Management
Education Education  Programs and General Total Total

Salaries $ 1,294,755 $ 155,792 $ 397,900 $ 256,846 $ 2,105,293 $ 1,863,505
Employee benefits and taxes 348,297 41,909 107,038 69,093 566,337 478,872
Consultants 12,617 - - 4,205 16,822 37,992
Contracted services-education - 49,786 - - 49,786 40,000
Contracted services-other 47,944 5,769 14,734 9,511 77,958 49,958
Food services 96,871 11,656 29,770 19,217 157,514 -
Insurance 18,590 2,237 5,713 3,687 30,227 31,072
Maintenance and repairs 18,223 2,193 5,600 3,615 29,631 38,764
Marketing - - - 56,334 56,334 49,443
Occupancy 56,825 6,837 17,463 11,273 92,398 87,429
Other expenses 44,521 5,357 13,682 8,832 72,392 57,311
Printing 6,311 759 1,940 1,252 10,262 7,503
Professional fees - - - 36,213 36,213 21,068
Supplies and materials 106,405 12,803 32,700 21,109 173,017 157,186
Staff development 25,787 - - - 25,787 14,860
Telephone 9,738 1,172 2,993 1,931 15,834 6,434
Textbooks 15,878 - - - 15,878 12,502
Transportation 11,142 2,785 13,927 - 27,854 42,731
Travel 10,070 1,212 3,095 1,997 16,374 8,102

2,123,974 300,267 646,555 505,115 3,575,911 3,004,732
Depreciation 104,160 12,533 32,010 20,663 169,366 93,811
Total $ 2,228134 $ 312,800 $ 678,565 $ 525,778 $ 3,745,277 $ 3,098,543

See independent anditors' report.



COMMUNITY CHARTER SCHOOL

Additional Information
Schedule of Expenditures of Federal Awards

For the year ended June 30, 2011

CFDA Grantor
Federal Grantor/Pass-Through Grantor/Program Title Number Number Expenditures
U.S. Department of Education
Passed through New York State Department of Education:
Title I, Part A Cluster

Title I Grants to Local Educational Agencies 84.010 0021-10-0843 $ 32,921
Title I Grants to Local Educational Agencies 84.010 0021-11-0843 158,754
ARRA - Title I Grants to Local Educational Agencies, Recovery Act 84.389 5021-10-0843 45,637
ARRA - Title I Grants to Local Educational Agencies, Recovery Act 84.389 5021-11-0843 1,144
Total Title I, Part A Cluster 238,456
Improving Teacher Quality State Grants 84.367 0147-10-0843 5,635
Improving Teacher Quality State Grants 84.367 0147-11-0843 24,189
Educational Technology State Grants 84.318 0292-11-0843 1,601
Safe and Drug-Free Schools and Communities_State Grants 84.186 0180-10-0843 1,259

ARRA - State Fiscal Stabilization Fund (SFSF) -
Race-to-the-Top Incentive Grants, Recovery Act 84.395 5500-11-0843 4,618
Total U.S. Department of Education 275,758

U.S. Department of Agriculture
Passed through New York State Department of Education:
Child Nutrition Cluster

School Breakfast Program 10.553 N/A 91,890
National School Lunch Program 10.555 N/A 142,045
Total Child Nutrition Cluster 233,935
Fresh Fruit and Vegetable Program 10.582  0004-11-0018 21,630
Total U.S. Department of Agriculture 255,565
Total Expenditures of Federal Awards $ 531,323

See accompanying notes.



COMMUNITY CHARTER SCHOOL

Notes to Schedule of Expenditures of Federal Awards

1. Summary of Significant Accounting Policies:
Basis of Presentation

The accompanying Schedule of Expenditures of
Federal Awards presents the activity of all federal
award programs administered by COMMUNITY
Charter School (the School), an entity as defined in
Note 1 to the School’s financial statements. Federal
awards received directly from federal agencies, as
well as federal awards passed through from other
governmental agencies, are included on the Schedule
of Expenditures of Federal Awards.

Basis of Accounting

The amounts reported as federal expenditures generally
were obtained from the appropriate federal financial
reports for the applicable program and petriods. The
amounts reported in these federal financial reports are
prepared from records maintained for each program,
which are periodically reconciled with the School's
financial reporting system. The federal expenditures are
recorded on an accrual basis.
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Report on Internal Control over Financial Reporting and on Compliance and Other Matters Based on a

udit of Financial Statements Performed in Accordance with Government Auditing Standards

The Board of Trustees
COMMUNITY Charter School

We have audited the financial statements of COMMUNITY Charter School (the School) as of and for the year
ended June 30, 2011, and have issued our report thereon dated October 25, 2011. 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.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the School's internal control over financial reporting as a
basis for designing our auditing procedures 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
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the School’s internal
control over financial reporting.

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.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above.

10
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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.

This report is intended solely for the information and use of management, the Board of Trustees, New York
State Department of Education, federal awarding agencies and pass-through entities. It is not intended to be and
should not be used by anyone other than these specified parties.

October 25, 2011
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Independent Auditors’ Report on Compliance with Requirements That Could Have a Direct and Materia

[Effect on Each Major Program and on Internal Control over Compliance in Accordance with OMB
Circular A-133

The Board of Trustees
COMMUNITY Charter School

Compliance

We have audited COMMUNITY Charter School’s (the School) compliance with the types of compliance
requirements described in the OMB Cirenlar A-133 Compliance Supplement that could have a direct and material effect
on each of the School’s major federal programs for the year ended June 30, 2011. The School's major federal
programs atre identified in the summary of auditors’ results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of
its major federal programs is the responsibility of the School’s management. Our responsibility is to express an
opinion on the School’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about the School’s compliance with those requirements and performing such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Our audit does not provide a legal determination on the School’s compliance with those requirements.

In our opinion, the School complied, in all material respects, with the compliance requirements referred to above
that could have a direct and material effect on each of its major federal programs for the year ended June 30, 2011.

Internal Control over Compliance

Management of the School is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. In
planning and performing our audit, we considered the School's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program to determine the auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on
the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the School’s internal control over compliance.

12

www.lumsdencpa.com 403 Main St., Suite 430 - Buffalo, New York 14203 716-856-3300 - Fax 716-856-2524



A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, the Board of Trustees, New York State
Department of Education, federal awarding agencies and pass-through entities. It is not intended to be and should
not be used by anyone other than these specified parties.

October 25, 2011
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COMMUNITY CHARTER SCHOOL

Schedule of Findings and Questioned Costs

For the year ended June 30, 2011

Section I. Summary of Auditors’ Results
Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:
e Material weakness(es) identified?
e Significant deficiency(ies) identified?

Noncompliance material to financial statements noted?

Federal Awards

Internal control over major programs:
e Material weakness(es) identified?
e Significant deficiency(ies) identified?

Type of auditors’ report issued on compliance for major programs:

Any audit findings disclosed that are required to be reported in
accordance with section 510(a) of Circular A-133?

Identification of major programs:

Name of Federal Program or Cluster CEDA #
Title I, Part A Cluster
Title I Grants to Local Educational Agencies 84.010
ARRA - Title I Grants to Local Educational Agencies, Recovery Act 84.389
Child Nutrition Cluster
School Breakfast Program 10.553
National School Lunch Program 10.555

Dollar threshold used to distinguish between type A and type B programs:
Auditee qualified as low-risk auditee?
Section II. Financial Statement Findings
No matters were reported.
Section I1I. Federal Award Findings and Questioned Costs

No matters were reported.

Ungunalified

No
None Reported

No

No
None reported

Ungunalified

No

Amount

191,675
46,781

91,890
142,045
472,391

$300,000

No
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COMMUNITY CHARTER SCHOOL

Summary Schedule of Prior Audit Findings

June 30, 2011

Reference
Number Discussion Cost

No findings were reported as a single audit was not required in prior years.

Status
of

Finding
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