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INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees 
Independence Charter School West 
Philadelphia, Pennsylvania 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Independence Charter School West, as of and for the year ended June 
30, 2016, and the related notes to the financial statements, which collectively comprise the School's basic 
financial statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these 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 financial 
statements that are :free :from material misstatement, whether due to :fraud or error. 

Auditors; Responsibility 

Our responsibility is to express opinions on these 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 financial statements are free :from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the 
risks of material misstatement of the 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 
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 financial statements. · 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each major fund, and the aggregate remaining fund information 
of Independence Charter School West, as of June 30, 2016, and the respective changes in net position and, where 
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally accepted 
in the United States of America. 
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis and budgetary comparison information, as listed on the table of contents, be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial statements, 
is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. 
We have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for consistency with 
management's responses to our inquiries, the basic financial statements, and other knowledge we obtained during 
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 21, 2016, on 
our consideration of Independence Charter School West'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 Independence Charter School's internal control over financial reporting and 
compliance. 

Merchantville, New Jersey 
December 21, 2016 

Certified Public Accountants 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 



 

 

INDEPENDENCE CHARTER SCHOOL WEST 

MANAGEMENT’S DISCUSSION AND ANALYSIS  

JUNE 30, 2016 

 

 

The Board of Trustees of Independence Charter School West (the School) offers readers of the School’s financial 

statements this narrative overview and analysis of the financial activities of the School for the fiscal year ended 

June 30, 2016.  We encourage readers to consider the information presented herein in conjunction with the 

School’s financial statements. 

 

FINANCIAL HIGHLIGHTS 
 

 Total revenues for the fiscal year ended June 30, 2016 were $364,080. 

 At June 30, 2016, the School reported an ending fund deficit of ($429,575), due to a net loss during the 

first operating year. 

 This was the School’s first year in operation, but it was not open to students. There is an expected 

increase of revenue in next fiscal year when the School is open for students. 

 The School’s cash balance at June 30, 2016, was $232,419. 
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 

This discussion and analysis is intended to serve as an introduction to Independence Charter School West’s (the 

School) basic financial statements.  The School’s basic financial statements as presented comprise three (3) 

components: (1) management’s discussion and analysis, (2) the basis financial statements, and (3) the notes to the 

financial statements. 
 

Government-wide financial statements:  The government-wide financial statements are designed to provide 

readers with a broad overview of the School’s finances in a manner similar to a private-sector business. 
 

The statement of net assets presents information on all of the School’s assets and liabilities, with the difference 

between the two reported as net assets.  Over time, increases or decreases in net assets may service as a useful 

indicator of whether the financial position of the School is improving or deteriorating. 
 

The statement of activities presents information showing how the School’s net assets changed during the most 

recent fiscal year.  All changes in net assets are reported as soon as the underlying event giving rise to the change 

occurs, regardless of the timing of related cash flows.  This, revenues and expenses are reported in this statement 

for some items that will only result in cash flows in future fiscal periods (e.g. expenditures accrued in one fiscal 

year but paid in subsequent years, and depreciation). 
 

The government-wide financial statements report on the function of the School that is principally supported by 

subsidies from school districts whose constituents attend the School.  The School’s function is to provide an 

alternative educational opportunity. 
 

Fund financial statements:  A fund is a group of related accounts that are used to maintain control over resources 

that have been segregated for specific activities or purposes.  The School, like governmental-type entities, utilizes 

fund accounting to ensure and demonstrate compliance with financial-related legal requirements.  The School has 

one (1) fund type, the governmental general fund. 
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INDEPENDENCE CHARTER SCHOOL WEST 

MANAGEMENT’S DISCUSSION AND ANALYSIS  

JUNE 30, 2016 

 

 

OVERVIEW OF THE FINANCIAL STATEMENTS (continued) 
 

Notes to the Financial Statements 
 

The notes provide additional information that is essential to a full understanding of the data provided in the 

government-wide and fund financial statements. 
 

Supplementary Information 
 

The governmental fund budgetary comparison schedule is presented for purposes of additional analysis and is 

prepared using a basis other than accounting principles generally accepted in the United States of America 

(GAAP) for state reporting requirements. 
 

Government-Wide Financial Analysis 
 

Management has adopted Governmental Accounting Standards Board (GASB) Statement 34, Basis Financial 

Statements – and Management’s Discussion and Analysis – for State and Local Governments, which requires a 

comparative analysis of current and prior year balances. Because this is the School’s initial year of operations, 

only the current year is presented below. 
 

2016

Current assets 287,638$       
Noncurrent assets -                 

Total assets 287,638         

Deferred outflows of resources -                     

Total assets and deferred outflows of resources 287,638$       

Total liabilities 717,213$       

Deferred inflow of resources -                     

Net position:

Invested in capital assets, net of related debt -                     

Unrestricted (429,575)        

Total net position (429,575)        

Total liabilities and deferred inflows of resources 287,638$       
 

 

 

As noted earlier, net assets may service over time as a useful indicator of a government’s financial position.  In 

the case of the School, liabilities and deferred inflows exceeded assets and deferred outflows by $429,575 as of 

June 30, 2016. 
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INDEPENDENCE CHARTER SCHOOL WEST 

MANAGEMENT’S DISCUSSION AND ANALYSIS  

JUNE 30, 2016 

 

 

 

OVERVIEW OF THE FINANCIAL STATEMENTS (continued) 
 

Government-Wide Financial Analysis (continued) 
 

The School’s revenues are received from the Philadelphia School Partnership Grant.  For the year ended June 30, 

2016, the School’s expenditures ($793,655) exceeded its revenues $364,080 by $429,575. The operating deficit 

was due to accruing rent on a straight line basis as required by generally accepted accounting principles which is 

not a cash expense and will reverse itself throughout the life of the lease. In addition, the school incurred initial 

costs that were not covered by the Philadelphia School Partnership Grant. 
 

2016

Revenues:

Other grants 364,080$       

Total Revenues 364,080         

Expenditures:

Other instructional programs 1,366             

Business services 45,270

Operation and maintenance of plant services 259,835

Other support services 487,184         

Total expenditures 793,655         

Change in net position (429,575)        

Net position  - beginning -                 

NET POSITION (DEFICIT) - ENDING (429,575)$      
 

 

Governmental Fund 
 

The focus of the School’s governmental fund (the general fund) is to provide information on near-term inflows, 

outflows, and balances of spendable resources.  Such information is useful in assessing the School’s financial 

requirements.  In particular, fund balance may serve as a useful measure of a government’s net resources available 

for spending for program purposes at the end of the fiscal year. 
 

The School’s governmental fund (the general fund) reported an ending fund deficit of ($429,575) at June 30, 

2016. 
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INDEPENDENCE CHARTER SCHOOL WEST 

MANAGEMENT’S DISCUSSION AND ANALYSIS  

JUNE 30, 2016 

 

 

 

GENERAL FUND BUDGETARY HIGHLIGHTS 

 

Over the course of the year, the School revised the annual operating budget several times.  These budget 

amendments consisted of changes made within budgetary line items for programs, supplies and equipment.  There 

were no formal budget amendments made that were required to be submitted to the State of Pennsylvania. 
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INDEPENDENCE CHARTER SCHOOL WEST

STATEMENT OF NET POSITION

JUNE 30, 2016

Governmental

 Activities  Total 

ASSETS AND DEFERRED OUTFLOWS OF 

RESOURCES

CURRENT ASSETS

Cash and cash equivalents 232,419$       232,419$       

Prepaid expenses 55,219           55,219           

TOTAL CURRENT ASSETS 287,638         287,638         

DEFERRED OUTFLOWS OF RESOURCES -                     -                     

TOTAL ASSETS AND DEFERRED 

OUTFLOWS OF RESOURCES 287,638$       287,638$       

See accompanying notes.
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INDEPENDENCE CHARTER SCHOOL WEST

STATEMENT OF NET POSITION (continued)

JUNE 30, 2016

Governmental

 Activities  Total 

LIABILITIES AND DEFERRED INFLOWS OF 

RESOURCES

CURRENT LIABILITIES

Accounts payable and accrued expenses 56,430$         56,430$         

Other payables 285,132         285,132         

TOTAL CURRENT LIABILITIES 341,562         341,562         

LONG-TERM LIABILITIES

Accrued rent 206,731 206,731

Unearned revenue 168,920         168,920         

TOTAL LONG-TERM LIABILITIES 375,651         375,651         

TOTAL LIABILITIES 717,213         717,213         

DEFERRED INFLOWS OF RESOURCES -                     -                     

NET POSITION

Invested in capital assets -                     -                     

Board designated for capital improvements -                     -                     

Board designated for programmatic improvements -                     -                     

Board designated for unforeseen contingencies -                     -                     

Unrestricted (429,575)        (429,575)        

TOTAL NET POSITION (DEFICIT) (429,575)        (429,575)        

TOTAL LIABILITIES, DEFERRED INFLOWS 

OF RESOURCES AND  NET POSITION 287,638$       287,638$       

See accompanying notes.
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INDEPENDENCE CHARTER SCHOOL WEST

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2016

 Operating  

 Charges for   Grants and  Governmental  

Expenses Services Contributions Activities Total

FUNCTIONS

PRIMARY GOVERNMENT

Governmental activities

Other instructional programs 1,366$           -$                   -$                   (1,366)$          (1,366)$          

Pupil personnel services -                     -                     -                     -                     -                     

Instructional staff services -                     -                     -                     -                     -                     

Administrative services 368,128 -                     -                     (368,128)        (368,128)        

Pupil health -                     -                     -                     -                     -                     

Business services 45,270 -                     -                     (45,270)          (45,270)          

Operation and maintenance of 

plant services 259,835 -                     -                     (259,835)        (259,835)        

Other support services 119,056 -                     -                     (119,056)        (119,056)        

Student activities -                     -                     -                     -                     -                     

Depreciation expense -                     -                     -                     -                     -                     

Total governmental activities 793,655$       -$                   -$                   (793,655)        (793,655)        

General revenues

Other grants 364,080         364,080         

Total general revenues 364,080         364,080         

Changes in net position (429,575)        (429,575)        

Net position - beginning -                     -                     

Net (deficit), ending (429,575)$      (429,575)$      

See accompanying notes.

Net (Expense) Revenues and

Changes in Net Position
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INDEPENDENCE CHARTER SCHOOL WEST

BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2016

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

ASSETS

Cash and cash equivalents 232,419$       

Prepaid expenses 55,219           

TOTAL ASSETS 287,638         

DEFERRED OUTFLOWS OF RESOURCES -                     

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES 287,638$       

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND FUND BALANCE

CURRENT LIABILITES

Accounts payable and accrued expenses 56,430
Other payables 285,132         

TOTAL CURRENT LIABILITIES 341,562         

LONG-TERM LIABILITES

Accrued rent 206,731
Unearned revenue 168,920         

TOTAL LONG-TERM LIABILITIES 375,651         

TOTAL LIABILITIES 717,213         

DEFERRED INFLOWS OF RESOURCES

Deferred revenue -                     

FUND BALANCE

Nonspendable 55,219           

Restricted -                     

Committed (484,794)        

Assigned -                     

Unassigned -                     

TOTAL FUND BALANCE (DEFICIT) (429,575)        

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES 

AND FUND BALANCE (DEFICIT) 287,638$       

See accompanying notes.
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INDEPENDENCE CHARTER SCHOOL WEST

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2016

REVENUES

Other grants 364,080$       

TOTAL REVENUES 364,080         

EXPENDITURES

Instructional 1,366

Support services 792,289

Non-instructional services -                     

TOTAL EXPENDITURES 793,655         

NET CHANGE IN FUND BALANCE (429,575)        

FUND BALANCE, BEGINNING -                     

FUND BALANCE (DEFICIT), ENDING (429,575)$      

See accompanying notes.

 - 11 -



 

 

INDEPENDENCE CHARTER SCHOOL WEST  

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2016 

 

 

 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Organization and Nature of Activities 

 

Independence Charter School West (the School) is organized as a nonprofit corporation in Pennsylvania to 

operate a charter school in accordance with Pennsylvania Act 22 of 1997 (the Act), and is operating under a 

charter school contract through 2019, which may be renewed for an additional term.  The School is located in 

Philadelphia, Pennsylvania, and began operations in July, 2015.  The School opened to students in September, 

2016. During the 2015-2016 school year, the School was not open to students. 

 

The School has financial accountability and control over all activities related to the students’ education.  The 

School receives funding from local, state, and federal government sources and must comply with the requirements 

of these funding source entities.  The reporting entity of the School is based upon criteria set forth by 

Governmental Accounting Standards Board (GASB) Statement 14, The Financial Reporting Entity.  The financial 

reporting entity consists of the primary government, organizations for which the primary government is 

financially accountable, and other organizations for which the nature and significance of their relationship with 

the primary government are such that exclusion would cause the reporting entity’s financial statements to be 

misleading or incomplete. 

 

The accompanying financial statements present the activities of the School.  The School is not a component unit 

of another reporting entity.   

 

Basis of Presentation  

 

The financial statements of the School have been prepared in conformity with accounting principles generally 

accepted in the United States of America (GAAP) as applied to governmental units.  The GASB is the accepted 

standard-setting body for establishing governmental accounting and financial reporting principles.  The most 

significant of the School’s accounting policies are described below. 

 

Government-Wide and Fund Financial Statements 

 

The government-wide financial statements (the statement of net position and the statement of activities) report on 

the School as a whole.  The statement of activities demonstrates the degree to which the direct expenses of the 

School’s function are offset by program revenues. 

 

The fund financial statements (governmental fund balance sheet and governmental fund statement of revenues, 

expenditures and changes in fund balance) report on the School’s general fund. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

- 12 - 



 

 

INDEPENDENCE CHARTER SCHOOL WEST  

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2016 

 

 

 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Measurement Focus, Basis of Accounting and Financial Statement Presentation 

 

Government-Wide Financial Statements 

 

The statement of net position and the statement of activities are prepared using the economic resources 

measurement focus and the accrual basis of accounting.  Revenues are recorded when earned and expenses are 

recorded when a liability is incurred, regardless of the timing of the related cash flows.  Grants and similar items 

are recognized as soon as all eligibility requirements imposed by the provider have been met. 

 

Fund Financial Statements 

 

Governmental fund financial statements are reported using the current financial resources measurement focus and 

the modified accrual basis of accounting.  Revenues are recognized as soon as they are measureable and available.  

Revenues are considered to be available when they are collectible within the current period or soon enough 

thereafter to pay liabilities of the current period.  For this purpose, the School considers revenues to be available if 

they are collected within 60 days of the end of the current period.  Expenditures generally are recorded when a 

liability is incurred, as under accrual accounting. 

 

The School reports the following major governmental fund: 

 

General Fund – The general fund is the operating fund of the School and accounts for all 

revenues and expenditures of the School. 
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INDEPENDENCE CHARTER SCHOOL WEST  

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2016 

 

 

 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Method of Accounting 

 

The School applies the provision of GASB Statement No. 34 (Statement 34), Basic Financial Statements – and 

Management’s Discussion and Analysis – for State and Local Governments.  Statement 34 established standards 

for external financial reporting for all state and local governmental entities, which includes a statement of net 

assets and a statement of activities.  It requires the classification of net assets into three (3) components – invested 

in capital assets, net of related debt; restricted; and unrestricted.  These classifications are defined as follows: 

 

 Invested in capital assets, net of related debt – This component of net assets consists of capital 

assets, including restricted capital assets, net of accumulated depreciation and reduced by the 

outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to 

the acquisition, construction, or improvement of those assets.  If there are significant unspent 

related proceeds at year end, the portion of the debt attributable to the unspent proceeds is not 

included in the calculation of invested in capital assets, net of related debt.  Rather, that portion of 

the debt is included in the same net assets component as the unspent proceeds.   

 Restricted – This component of net assets consists of constraints placed on the use of net assets 

through external constraints imposed by creditors such as through debt covenants, grantors, 

contributions, or laws or regulations of other governments or constraints imposed by law through 

constitutional provisions or enabling legislation. 

 Unrestricted net assets – This component of net assets consists of net assets that do not meet the 

definition of “restricted” or “invested in capital assets, net of related debt.” 

 

 

Fund Balance Classification Policies and Procedures 

 

The School follows the provisions of GASB Statement No. 54, Fund Balances (Statement 54).  Statement 54 

requires the classification of the School’s fund balance into five (5) components:  nonspendable, restricted, 

committed, assigned, and unassigned.  These classifications are defined as follows: 

 

 Nonspendable – This category is for amounts that cannot be spent because they are either (1) not 

in spendable form or (2) legally or contractually required to remain intact. 

 Restricted – This category is the part of the fund balance that is restricted to be spent for a 

specific purpose.  The constraints on these amounts must be externally imposed by creditors, 

grantors, contributors, or laws or regulations of other governments, or by enabling legislation. 

 Committed – This category is the portion of the fund balance that can only be used for specific 

purposes as a result of action (resolution) by the School’s highest level of authority, the Board of 

Trustees. 

 Assigned – this category reflects funds that the School intends to use for a specific purpose but 

are not considered restricted or committed. 

 Unassigned – This category represents the part of the spendable fund balance that has not been 

categorized as nonspendable, restricted, committed, or assigned.  
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INDEPENDENCE CHARTER SCHOOL WEST  

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2016 

 

 

 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Budgets and Budgetary Accounting 

 

The School adopts an annual budget on a basis consistent with GAAP for the general fund.  The School is 

required to present the adopted and final budgeted revenues and expenditures for the general fund that were filed 

and accepted by the Labor, Education, and Community Services Comptroller’s Office.  The general fund budget 

is presented in the Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual 

(Budgetary Basis) – (Unaudited) - General Fund. 

 

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 certain reported amounts 

of assets, deferred outflows of resources, liabilities, and deferred resources of inflows, disclosure of contingent 

assets and liabilities and reported revenues and expenses.  Accordingly, actual results could differ from estimates. 

 

Cash 

 

The School’s cash consists of cash on hand and demand deposits. 

 

Prepaid Expenses 

 

Prepaid expenses include payments to vendors for services applicable to future accounting periods such as rental 

payments and insurance premiums. 

 

Receivables 

 

Receivables are stated at the amount management expects to collect.  As of June 30, 2016, no allowance has been 

established. 

 

Capital Assets 

 

Capital assets, which will include furniture and equipment, will be reported in the government-wide financial 

statements.  All capital assets will be capitalized at cost and updated for additions and retirements during the year.  

The School does not possess any infrastructure.  The cost of normal maintenance and repairs that do not add to the 

value of the asset or materially extend an asset’s life are expensed.  The School’s capital assets will be depreciated 

using the straight-line method over the estimated useful lives of the assets. 
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INDEPENDENCE CHARTER SCHOOL WEST  

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2016 

 

 

 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Accrued Rent 

 

The School leases its facilities from 5600 Chester, LLC, under a 4 year lease which began in September 2015.  

The School recognizes rent on a straight-line basis over the lease term beginning with the date of inception.  The 

cumulative difference between lease expense recognized under the straight line method and contractual lease 

payment terms are recorded as accrued rent on the statement of net position. 

 

Advertising Costs 

 

All costs associated with advertising and promotion are expenses in the year incurred. 

 

Income Tax Status 

 

The School is exempt from federal income taxes under Section 501(c) (3) of the Internal Revenue Code. 

 

Uncertain Tax Positions 

 

The School accounts for uncertainty in income taxes in which tax positions initially need to be recognized in the 

financial statements when it is more likely than not that the positions will be sustained upon examination by 

taxing authorities.  As of June 30, 2016, the School and Worlds had no uncertain tax positions that qualified for 

either recognition or disclosure in the financial statements.  Additionally, there was no interest and penalties 

related to income taxes. 

 

The School files Federal Form 990 (Return of Organization Exempt from Income Tax).  The School is subject to 

U.S. federal and state tax examinations by taxing authorities for the year ended June 30, 2016, as it is the initial 

year of operations. 

 

NOTE 2 CASH 

 

Custodial credit risk is the risk that in the event of a bank failure, the School’s deposits may not be returned to the 

School.  The School monitors custodial credit risk by periodically reviewing the Federal Deposit Insurance 

Corporation’s (FDIC) limits and published credit ratings of its depository bank(s).  Accounts are insured by the 

FDIC up to $250,000.    Under Pennsylvania Act 72, financial institutions pledge collateral on a pooled basis to 

secure public deposits in excess of FDIC insurance limits.  The School has not elected for its accounts to be 

covered under this act.   

 

As of June 30, 2016 the total cash balance per the financial statements is $232,419, which includes net 

outstanding checks for Governmental Activities.  
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INDEPENDENCE CHARTER SCHOOL WEST  

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2016 

 

 

 

NOTE 3 COMMITMENTS 

 

The School leases a building in Philadelphia, Pennsylvania, for its operations. The monthly base rent for the fiscal 

year ended August 31, 2016, was $5,000, due to the school not being opened to students. The annual rent will rise 

to $250,000 and escalate each fiscal year thereafter. The lease ends on December 31, 2019. 

 

Rent expense for 2016 was $256,731 which includes $206,731 of accrued rent to straight line the rent over the life 

of the lease. 

 

Future minimum lease payments are as follows: 

 
Years Ending June 30,

2017 218,333$       

2018 333,333         

2019 475,000         

2020 258,334         

2021 -                 

Thereafter -                 

1,285,000$    
 

 

For the period beginning July 1, 2016 and continuing through June 30, 2019, Independence Charter School West 

is required to pay Independence Charter School a Service and Licensing Fee equal to seven percent (7%) of the 

Per Pupil Charter Payments authorized to be paid to the School under its Charter Contract. This service fee is 

renewable following the end date and will not rise above seven percent (7%).  
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INDEPENDENCE CHARTER SCHOOL WEST  

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2016 

 

 

 

NOTE 4 FUND BALANCE DESIGNATIONS 

 

A fund balance designation is used to indicate that a portion of the total fund balance is not appropriable for 

expenditures because some underlying assets are not available financial resources or are legally segregated for 

specific future uses.  As of June 30, 2016, the Board of Trustees has established fund balance designations as 

follows: 

Fund Balances:

Nonspendable 55,219$         

Restricted for -                     

Committed to:

Capital repair and replacement fund -                     

Subsidy shortfall -                     

MSA goals achievement -                     

Growth (484,794)        

Working Capital contingency -                     

Assigned -                     

Unassigned -                     

Total fund balances: (429,575)$      

 Funds 
Governmental

 
 

 

 

 

NOTE 5 LITIGATION 

 

The School is, from time to time, involved in claims and lawsuits incidental to its operations.  In the opinion of 

the administration and legal counsel, at this time, the ultimate resolution of these matters will not have an adverse 

effect on the financial position of the School. 

 

 

NOTE 6 SUBSEQUENT EVENTS 

 

The School has evaluated all events and transactions that have occurred after June 30, 2016 (the financial 

statement date) through December 21, 2016, the date that the financial statements were available to be issued.  

The School did not have any material recognizable subsequent events that would require adjustment to, or 

disclosure in the financial statements 
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REQUIRED SUPPLEMENTARY INFORMATION 



INDEPENDENCE CHARTER SCHOOL WEST

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 

 - BUDGET AND ACTUAL (BUDGETARY BASIS) - (UNAUDITED)

GENERAL FUND

YEAR ENDED JUNE 30, 2016

Variance

with
Final Actual Final Budget

REVENUES

Other grants 500,000$             364,080 (135,920)$            

Other sources -                           -                       -                       

State sources -                           -                       -                       

Federal sources -                           -                       -                       

TOTAL REVENUES 500,000               364,080               (135,920)              

EXPENDITURES

Instruction -                           1,366 1,366                   

Support services 500,000               792,289 292,289               

Non-instructional services -                           -                           -                           

TOTAL EXPENDITURES 500,000               793,655               293,655               

NET CHANGE IN FUND BALANCE -                           (429,575)              (429,575)              

FUND BALANCE

Fund balance - beginning of year -                           -                       -                           

FUND BALANCE - END OF YEAR -$                         (429,575)$            (429,575)$            

See accompanying notes.

Budgeted Amounts
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St. Clair 

INDEPENDENT AUDITORS' REPORT ON 
INTERNAL CONTROL OVER FINANCIAL REPORTING 

. AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 

WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Trustees 
Independence Charter School West 
Philadelphia, Pennsylvania 

We have audited, in accordance with the 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, the financial statements of the governmental activities, · each major 
fund, and the aggregate remaining fund information of Independence Charter School West, as of and for the year 
ended June 30, 2016, and the related notes to the financial statements, which collectively comprise the School's 
basic financial statements, and have issued our report thereon dated December 21,2016. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Independence Charter School 
West's internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of the School's internal control. Accordingly, we do 
not express an opinion on the effectiveness of the School's internal control. 

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. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a inaterial weakness, yet important enough 
to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or, 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Independence Charter School West's financial 
statements are free from 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. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

Merchantville, New Jersey 
December 21, 2016 
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Certified Public Accountants 




