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Independent Auditor’s Report

Members of the Board of Trustees
Tidioute Community Charter School

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Tidioute Community Charter
School, as of and for the year ended June 30, 2012, which collectively
comprise the Charter School’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of
the Tidioute Community Charter School’s management. Our responsibility
is to express an opinion 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 Govermment 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 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 audit provides a
reasonable basis for our opinion.

As explained in Note A, the accompanying financial statements are
prepared in conformity with the accounting practices prescribed or
permitted by the Pennsylvania Department of Education Fiscal Regulations,
which is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the respective financial position of
the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Tidioute
Community Charter School, as of June 30, 2012, and the respective changes
in financial position and cash flows, where applicable, thereof and the
budgetary comparison for the General Fund for the year then ended in
conformity with the basis of accounting described in Note A.




In accordance with Government Auditing Standards, we have also issued our
report dated December 20, 2012, on our consideration of the Tidioute
Community Charter School’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 1is 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 the 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.

Accounting principles generally accepted in the United States of America
require that the management’s discussion and analysis on pages 3 through
9 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, oOr
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 inguiries, 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.

Revt, Apdinad and Al dc.

December 20, 2012-




Tidioute Community Charter School
Management's Discussion & Analysis
For the Fiscal Year Ended June 30, 2012
Required Supplementary Information

Our discussion and analysis of the Tidioute Community Charter School's (TCCS) financial performance
provides an overview of TCCS's financial activities for the fiscal year ended June 30, 2012.

Financial Highlights

TCCS' total net assets were $3,953,322 as of June 30, 2012. June 30, 2012 marked the end of TCCS's
seventh year of operation. Local Sources accounted for 89.6% of total revenues, State Sources
contributed 2.9%, and Federal Sources contributed the remaining 7.5%.

The General Fund reported a positive fund balance of $2,514,034.

Using the Annual Financial Report

This annual financial report consists of a series of financial statements and notes to those statements.
The statements are developed to present the net assets and the changes in them.

Reporting the Tidioute Community Charter School as a Whole

These statements include all assets and liabilities using the accrual basis of accounting. All of the current
year's revenues and expenses are taken into consideration regardless of when the cash is received or
paid.

Reporting the Tidioute Community Charter School’s Most Significant Funds

Fund Financial Statements
TCCS utilizes three types of funds; Governmental, Proprietary and Fiduciary.

Governmental Funds

Most of TCCS'’s activities are reported in governmental funds, which focuses on how money flows into
and out of that fund and the balance left at year-end available for spending in future periods. These funds
are reported using an accounting method called modified accrual accounting, which measures cash and
other financial assets that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of TCCS's general governmental operations and the basic services it provides.
Governmental fund information helps you determine whether there are more or less financial resources
available to spend in the near future to finance TCCS’s programs. The relationship (or differences)
between governmental activities (reported in the Statement of Net Assets and the Statement of Activities)
and the governmental fund is reconciled in the basic financial statements.

Proprietary Funds
Proprietary Funds use the accrual basis of accounting, the same as on the government-wide statements,

therefore the statements will essentially match the business-type activities portion of the government-wide
statements.
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Fiduciary Funds

TCCS is the trustee, or fiduciary, for its Endowment Fund. All of TCCS's fiduciary activities are reported
on separate Statements of Fiduciary Net Assets. We exclude these activities from TCCS's other financial
statements because the asset cannot be utilized by TCCS to finance its operation.

Government-wide Financial Analysis

The government-wide financial statements are designed to provide a broad overview of the TCCS’s
finances, similar in format to a financial statement of a private-sector business. The government-wide
statements provide short and long-term information about the TCCS's financial status as a whole.

The two government-wide statements report the TCCS's net assets and how they have changed. Net
assets are the difference between the TCCS's total assets and total liabilities. Measuring net assets is
one way to gauge the TCCS's financial condition.

As noted earlier, net assets may serve over time as a useful indicator of an organization’s financial
position. In the case of TCCS, assets exceeded liabilities by $3.95 million at the close of the most recent
fiscal year. This is an increase of $.11 million (2.8%) over the prior year. Current and other Assets for
2012 increased by $190,616 offsetting a $79,061 increase in Current Liabilities accounting for the
majority of this result.

The portion of TCCS’s net assets reflecting its investment in capital assets less any related outstanding
debt used to acquire those assets is 28.4%. TCCS used capital assets to provide services; consequently,
these assets are not available for future spending. Although TCCS'’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.

An analysis of net assets for fiscal year ended June 30, 2012 follows:

Nef Assets
Business- Business-
Governmental Type Governmental Type

Activities Activities Total Activities Activities Total

2012 2012 2012 2011 2011 2011
Current and other Assets (3$) 2,849,005 207,358 3,056,363 2,692,196 173,551 2,865,747
Capital Assets 1,190,767 23,034 1,213,801 1,191,259 25,255 1,216,514
Total Assets 4,039,772 230,392 4,270,164 3,883,455 198,806 4,082,261
Current Liabilities 327,801 (10,959) 316,842 237,781 0 237,781
Long Term Liabilities 0 0 0 0 0 0
Total Liabilities 327,801 (10,959) 316,842 237,781 0 237,781

Net Assets:

Restricted 1,190,767 0 1,190,767 1,191,259 0 1,191,259
Unrestricted 2,521,204 241,351 2,762,555 2,454,415 108,806 2,653,221
Total Net Assets 3,711,971 241,351 3,953,322 3,645,674 198,806 3,844,480
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Management's Discussion & Analysis
For the Fiscal Year Ended June 30, 2012
Required Supplementary Information

TCCS is able to report a positive balance for both its governmental and business-type activities. During
the year ended June 30 2012, the General Fund transferred $77,499 to the Food Service Fund to cover
deficits in the Food Service Fund and reimburse payroll expenses incurred by the General Fund.

The results of this year's operations as a whole are reported in the Statement of Activities. The following
table takes the information from the Statement and rearranges it slightly, so you can see our total
revenues and expenses for the year.

Changes in Net Assets

Business- Business-
Governmental Type Total Governmental Type Total
Activities Activities Activities Activities
2012 2012 2012 2011 2011 2011
Revenues
Program Revenues ($) v
| Charges for Services 2,364 39,861 42,225 1,472 44,345 45,817
Operating Grants &
Contributions 3,314,411 06,048 3,410,459 3,319,334 83,367 3,402,701
Total Program Revenues 3,316,775 135,909 3,452,684 3,320,806 127,712 3,448,518
General Revenues
Grants, Subsidies and
Contributions not
Restricted 0 0 0 0
Investment Earnings 53,113 180 53,293 53,895 144 54,039
Miscellaneous Income - 32,386 2,415 34,801 43,559 0 43,559
i} Transfers In/(Cut) (77,499) 77,499 0 (74,434) 74,434 0
Total General Revenues 8,000 80,094 88,094 23,020 74,578 97,598
Total Revenues 3,324,775 216,003 3,540,778 3,343,826 202,290 3,546,116
Expenses
Instruction 1,991,111 1,991,111 1,851,113 1,851,113
Instruction Support 398,080 398,080 326,421 326,421
, Administration 470,805 470,805 417,730 417,730
Business Services 31,770 31,770 27,303 27,303
Operation of Plant Services 300,844 300,844 275,267 275,267
= Student Transportation 0 0 0 0
Student Activities 53,764 53,764 51,677 51,677
. Community Services 10,104 10,104 3,822 3,822
B Scholarships and Awards 2,000 2,000 0 0
i Interest on Debt 0 0 0 0
Food Services 173,458 173,458 162,623 162,623
Total Expenses 3,258,478 173,458 3,431,936 2,953,333 162,623 3,115,956
. Change in Net Assets ($) 66,297 42 545 108,842 390,493 39,667 430,160
.
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Business-Type Activities

Business-Type activity includes Food Service. This program had a change in net assets of $42 545 for
the fiscal year. During the year ended June 30, 2012, the General Fund transferred $77,499 to the Food
Service Fund to cover deficits in the Food Service Fund and reimburse payroll expenses incurred by the
General Fund. This amount had previously been recorded as an interfund payable to the General Fund.
For 2012, program expenses were $173,458 and program revenues from Charges for Service, Operating
Grants and Contributions totaled $138,504. The 2012 change in net assets excluding the transfer was
($34,954) while the 2011 change in net assets was ($34,767). The 2012 change in net assets excluding
the transfer showed a ($187) increase in the loss associated with Food Service. Food Service is
considered an essential service for student well-being and enroliment by TCCS.

Tidioute Community Charter School’s Funds

The fund financial statements provide a more detailed look at the TCCS's most significant activities. A
fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The TCCS, like all other governmental entities in
Pennsylvania, uses fund accounting to ensure and reflect compliance (or non-compliance) with finance-
retated legal requirements.

Governmental Funds

TCCS's governmental funds (as presented on the balance sheet) reported a fund balance of $2,514,034.
The General Fund accounts for 100% of the balance total.

TCCS's reliance upon Local Revenues is demonstrated by the graph below that indicates approximately
90% of total general fund revenues come from district payments for per pupil revenue.

2012 Funding Sources 2011 Funding Sources

Federal Sources—, State Sources Federal Sources—, State SoUrces
a5 3% 5% e /_ 5%

"

7

S0 Local Source57

Local Sources
20%

Over 95% of local revenues consist of these district payments. Other local revenues include interest
earned on investments, revenue from athletics and other special events, as well as donations. Revenue
from State Sources includes charter school funding, and retirement subsidies. Revenue from Federal
Sources consists of Title |, Title Il and IDEA funding.
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As the graph below illustrates, the largest portions of general fund expenditures are student instruction
related expenses.

2012 Expenditures

Capital Qutlay

2%

Mon-Instructional
Services
2%

Debt Service_._
0%

Support Services
36%

Instruction ./
60%

2011 Expenditures

Capital Quilay
0.0%

Debt Service_ Mon-Instructional

Services
0.0% 2.0%
\\\_Suppon Services
. 37.0%
Instruction
61.0%
2012 2011

Amount Amount

Expenditures by Function

Instruction 1,942,237 1,826,122
Support Services 1,159,589 1,090,922
Non-Instructional Services 65,868 64,555
Capital Outlay ' 81,719 0
Debt Service 0 0

Total 3,249,413 2,981,599
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Revenues exceeded Expenditures during the fiscal year resulting in a positive fund balance. Cash and
Cash Equivalents and Investments totaled $2,238,362 as of June 30, 2012 which is an decrease of
($54,993) (2.4%) over 2011. The decrease was due to a $149,027 (58%) increase in Other Receivables.
TCCS' Cash and Cash Equivalents and Investments provide an indication of TCCS'’s solid financial health
upon completion of its seventh year of operation.

Fiduciary Funds

TCCS's Fiduciary Fund (Endowment Fund) showed net assets of $267,322 as of June 30, 2012. This
was an increase of $13,095 (5.2%) from the preceding year. The goal of this Fiduciary Fund is to provide
an income stream to TCCS through interest earnings. It is anticipated that the principal will continue to
increase through fundraising efforts.

General Fund Budget Information

TCCS’s budget is prepared in accordance with Pennsylvania law and is based on the cash basis of
accounting, utilizing cash receipts, disbursements and encumbrances. The most significant budgeted
fund is the General Fund.

The Statement of Revenue, Expenditures and Changes in Fund Balances, Budget and Actual for the
General Fund shows the performance of actual versus budgeted revenues and expenses. The fiscal year
ended with a $132,861 positive variance. Local revenue and Federal revenues were $183,735 greater
than anticipated which offset a reduction in anticipated State Social Security subsidy funding. Further
contributing to this variance was a reduction in budgeted expenditures of $17,587.

Capital Assets

TCCS has $1,213,801 in capital assets net of depreciation, with 98% of that amount attributed to
governmental activities. Capital purchases for the fiscal year ending June 30, 2012 included installation
of a new playground, replacement of 30 computer laptops and installation of a storage building.

Debt

TCCS has no outstanding debt. Conservative debt management is a key to TCCS’s financial strength.

Factors Expected to have an Effect on Future Operations

Enroliment at TCCS has been stable for the past six years. TCCS's enroliment is capped at 300 through
2015. Implementing K-4 (kindergarten for four year olds) for the 2009-2010 school year was a success.
This program has been fully enrolled in each of its first three years. A Pennsylvania Supreme Court
decision finding districts were not required to fund students attending a Charter School below the
mandatory age of attendance if the district of residence did not offer a similar program adversely
impacted TCCS’s funding. The resultant loss in revenue exceeded $150,000. TCCS has elected fo
continue offering K-4 without district funding based on the belief and experience that the program is a
significant educational tool in assisting student achievement by narrowing the readiness gap.
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An additional adverse impact on revenue was the loss of the Social Security subsidy funding. This
resulted in over $68,000 of lost revenue. Continued level funding in state funding received by school
districts will likely reduce the amount a charter school receives per student from the district as districts
reduce expenditures. At a time when revenue is decreasing, the employer contribution rate to the state
retirement program, PSERS, is scheduled to increase dramatically over the next several years. Careful
planning and budgeting will be required in order to absorb these significant increases without adversely
impacting the financial health of TCCS.
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Tidioute Community Charter School

Statement of Net Assets
June 30, 2012
Governmental Business-Type
' Activities Activities Total
Assets
Current Assets
B 0100 Cash and cash equivaients $ 1,047,275 § 207,253 $ 1,254,528
0110  Investments 1,191,087 B 1,191,087
- 0120 Taxes receivable (net) - - -
0141  Due from other governments 187,242 105 187,347
0146  Due from primary government - - -
0147  Due from component units ~ - -
i 0150  Other receivables 404,361 : - 404,361
0170 Inventories - - -
0180 Prepaid expenses 19,040 - 19,040
' 0190  Other current assets - - -
XXXX Total current assets 2,849,005 207,358 3,056,363
l Noncurrent Assets
0108 Restricted cash and cash equivalents - - -
0260 Long-term prepayments - - -
) 0210 Land and site improvements 127,400 - 127,400
0220 Building and building improvements (net) 665,030 - 665,030
' 0230 Machinery and equipment (net) 398,337 23,034 421,371
0250  Construction in progress - - -
0280 Infrastructure assets (net) - - -
B 0290  Other long-term receivables - - -
XXXX Total noncurrent assets 1,190,767 23,034 1,213,801
L
XXXX Total assets $ 4,039,772 § 230,392 § 4,270,164

Liabilities

Current Liabilities

0403  Internal batances $ 10,959 § (10,959) $ -
0411 Due to other governments - -
0412  Due to primary government - - -
0413  Due to component units - -
0420 Accounts payable 118,944 - 118,944
0430 Contracts payable - - -

0440  Current portion of long-term debt - - -

0450  Short-term payables -

0461  Accrued salaries and benefits 172,472 - 172,472

0462  Payroll deductions and withholdings 13,432 - 13,432
0470  Advances from other funds - - -
0480 Deferred revenues 424 - 424
0490  Other current liabilities 11,870 - 11,870
XXXX  Total current liabilities - 327,801 (10,959) 316,842

Noncurrent Liabilities

0510 Bonds payable - - -
0520 Extended term financing agreements - - -
0530 Lease purchase obligations - - -
0540 Long-term portion of compensated absences - - -
0550  Authority lease obligations - - -
0590 OQther long-term liabilities - - -

XXXX  Total noncurrent liabilities - - .

XXXX  Total liabilities . 327,801 (10,959) 316,842

Net Assets

0791 Invested in capital assets net of debt 1,190,767 - 1,180,767
Restricted for

0792 Retirement of long-term debt - - -
0793  Capital projects - - -

0794 Permanent endowment - expendable - - -

E 0795 Permanent endowment - nonexpendable - - -

0798  Other - - -
E 0789  Unrestricted (deficit) 2,521,204 241,351 2,762,555
‘ 0790 Total net assets 3,711,971 241,351 3,953,322
XXXX Total liabilities and net assets $ 4039772 § 230,392 $ 4,270,164

The accompanying notes are an integral part of these statements.



Tidioute Community Charter School
Statement of Activities
June 30, 2012

Net (Expense) Revenue and

Program Revenues Changes in Net Assets
N Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Z Functions/Programs Expenses Services Contiributions Contributions Activities Activities Total
Governmental Activities:
Instruction:
m 1100 Regular instruction $ 1,723,755 § - $ 1,747,789 § - $ 24,034 § - $ 24,034
1200 Special instruction 264,132 - 391,506 - 127,374 - 127,374
1300 Vocational instruction - - - - - - -
m 1400 Other instructional programs 3,224 - 3,140 - 84) - (84)
1700 Higher education programs - - - - - - -
. Total instructional services 1,991,111 - 2,142 435 - 151,324 - 151,324
) Support services: :
2100 Pupil personnel 5,120 - 7417 - 2,297 - 2,297
2200 Instructionat staff 281,551 - 282,020 - 469 - 469
B 2300 Administration 470,805 - 441,316 - (29,489) “ {29,489)
2400 Pupil health 65,796 - 66,787 - 991 - 991
2800 Business services 31,770 - 30,939 - {831) - (831)
m 2600 Operation and maintenance of plant services 300,844 - 297,950 - (2,894) - {2,894)
2700 Student transportation - - - - - - -
2800 Central 45613 - 45,547 B (66) - (66)
2800 Other support services - - - - - - -
‘ Total support services 1,201,489 - 1,171,976 - {29,523) - (29,523)
Non-instructional services:
= 3200 Student activities 53,764 2,364 - - (51,400) - (51,400)
3300 Community services {(excl. 3340) 10,104 - - - (10,104) - {10,104)
= 3400 Scholarships and awards 2,000 - - - (2,000) - {2,000)
5100-830 Interest on long-term debt - - - - - - -
0750 Unallocated depreciation expense - - - - - - -
g Total non-instructional services 65,868 2,364 - - (63,504) - (63,504)
Total governmental activities 3,258,478 2,364 3,314,411 - 58,297 - 58,297
% Business-type activities:
3100 Food service 173,458 39,861 96,048 - - {37,549) {37,549)
g Total primary govemment $ 3,431,936 % 42225 § 3410459 § - 58,297 (37,549) 20,748
= General revenues
Taxes:
6111 Property taxes, levied for general purposes,net - - -

Taxes levied for specific purposes - - -
Grants, subsidies and contributions not restricted - - -

9640, 9611 Receipts from member districts - - -
6500 Investment eamings 53,113 180 53,293
Miscellanecus income 32,386 2,415 34,801

e 8888 Special items - - -

) 8889 Extraordinary items - - -

Transfers (77,499) 77,499 -

3]

a Total general revenues, special items, extraordinary items and transfers 8,000 80,094 88,094
g Change in net assets 66,297 42,545 108,842
Net assets-beginning 3,645,674 198,806 3,844,480
% Net assets-ending $ 3,711,971 § 241,351 & 3,953,322

e

The accompanying notes are an integral part of these statements.
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Tidioute Community Charter School
Balance Sheet

Governmental Funds

June 30, 2012

Assets

0100 Cash and cash equivalents
0110  Investments

0120 Taxes receivable (net)

0130  Due from other funds

0141  Due from other governments
0146  Due from primary government
0147  Due from component units
0150  Other receivables

0160  Advances to other funds
0170  Inventories

0180 Prepaid expenses

0190  Other current assets

XXXX Total assets
Liabilities and Fund Balance

Liabilities

0400 Due to other funds

0411  Due to other governments

0412  Due to primary government
0413  Due to component units

0420  Accounts payable

0430 Contracts payable

0440  Current portion of long-term debt
0450  Short-term payables

0461  Accrued salaries and benefits
0462  Payrolf deductions and withholdings
0470  Advances from other funds

0480 Deferred revenues

0490  Other current liabilities

XXXX Total liabilities
Fund Balances

0810  Nonspendable
0820 Restricted

0830 Committed

0840  Assigned

0850 Unassigned

XXXX  Total fund balances

XXXX Total liabilities and fund balances

The accompanying notes are an integral part of these statements.

General Fund

Total Gov't
Funds

$ 1,047,275

1,191,087

187,242

404,361

$ 1,047,275
1,191,087

187,242

404,361

$ 2,829,965

3 2,829,965

$ 10,959
118,944

172,172
13,432

424

$ 10,959

118,944

172,172
13,432

424

315,931

315,931

95,000

2,419,034

95,000

2,419,034

2,614,034

2,514,034

$ 2820965

$ 2,829,965

12




Tidioute Community Charter School

Reconciliation of the Governmental Funds Balance Sheet
To the Statement of Net Assets

June 30, 2012

Total fund balances - governmental funds

Amounts reported for governmental activities in the statement of
net assets are different because:

Capital assets used in governmental activites are not financial resources
and therefore are not reported as assets in governmental funds. The cost
of assets is $2,149,748, and the accumulated depreciation is $958,981

Long-term liabilities, including compensated absences, are not due and payable

in the current period, and therefore are not reported as liabilities in

the funds. Long-term liabiiities at year end consist of:
: Compensated absences

Other:
Prepaid insurance

Total net assets - governmental activities

The accompanying notes are an integral part of these statements.

2,614,034

1,190,767

(11,870)

19,040

3,711,971

13
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Tidioute Community Charter School

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2012

Revenues

6000 Local sources
7000 State sources
8000 Federal sources

0010 Total revenues

Expenditures

1000 Instruction

2000 Support services

3000 Nonlnstructional services

4000 Capital outlay

5110 Debt service (principal and interest)

0020 Total expenditures
Excess (deficiency) of revenues over expenditures

Other Financing Sources (Uses)

9110 Bond proceeds

9120 Refunding bond proceeds

9200 Proceeds from extended term financing

9300 Interfund transfers

9400 Sale/compensation for fixed assets

9500 Refunds of prior years expenditures

9600 Operating transfers in (other LEAS)

9710  Operating transfers from component units
9720 Operating transfers from primary government
5120 Debt service (payment to refunded bond escrow agent)
5130 Refunds of prior year receipts

5200 Operating transfers out

5310 Operating transfers to component unit

5320 Operating transfers to primary government

XXXX Total other financing sources (uses)
Special/Extraordinary ltems

8888  Special items

8889 Extraordinary items

Net change in fund balances

0040 Fund balance - July 1, 2011
0050 Prior period adjustment

0700 Fund balance - June 30,2012

The accompanying notes are an integral part of these statements.

Other Total Gov.
General Fund Funds Funds
$ 3,048,764 § - $ 3,048,764
97,239 - 97,239
256,271 - 256,271
3,402,274 - 3,402,274
1,942,237 - 1,942,237
1,159,589 - 1,159,589
65,868 - 65,868
81,719 - 81,719
3,249,413 - 3,249,413
152,861 - 152,861
(77,499) - (77,499)
(77,499) - (77,499)
75,362 - 75,362
2,438,672 - 2,438,672
$ 2514,034 $ - $ 2,514,034
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Tidioute Community Charter School

Reconciliation of the Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balance
To the Statement of Activities

For the Year Ended June 30, 2012

Total net change in fund balances - governmental funds

Amounts reported for governmental activities in the statement
of activities are different because:

Capital outlays, including the purchase of textbooks and library books,
are reported in governmental funds as expenditures. However, in the

statement of activities, the cost of those assets is allocated over their

estimated useful lives as depreciation expense. This is the amount by
which depreciation exceeds capital outlays in the period.

Depreciation expense
Capital outlays

Repayment of debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the
statement of net assets,
Other:
Change in prepaid expenses
Change in compensated absences

Change in net assets of governmental activities

The accompanying notes are an integral part of these statements.

$

(162,143)
151,650

75,362

(493)

(3,873)
(4,699)

66,297
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Tidioute Community Charter School

Statement of Revenue, Expenditures and Changes in Fund Balances, Budget and Actual
General Fund

For the Year Ended June 30, 2012

L Budgeted Amounts Actual
Original Final (Budgetary Basis)
| Revenues
[ 6000 Local revenues $ 2949100 § 2,949,100 $ 3,048,764
. 7000 State program revenues 165,700 165,700 97,239
E 8000 Federal program revenues 172,200 172,200 256,271
g Total revenues 3,287,000 3,287,000 3,402,274
| Expenditures
w 1100  Regular programs 1,475,240 1,475,240 1,689,403
. 1200  Special programs 486,170 486,170 249,610
1300 Vocational programs - - -
1400  Other instructional programs 4,740 4,740 3,224
1600  Adult education programs - - -
1700  Community/junior college ed programs - - -
2100 Pupil personnel services 65,650 65,650 5,120
2200 Instructional staff services 186,550 186,550 280,975
2300 Administrative services 244,200 244,200 441,777
2400  Pupil health 61,650 61,650 66,387
2500 Business services 149,775 149,775 30,869
2600 Operation and maintenance of plant services 250,975 250,975 288,848
2700  Student transportation services - - -
2800 Central and other support services 21,600 21,600 45,613
2900  Other support services - - -
3100 Food services 174,950 174,950 -
3200 Student activities 130,500 130,500 53,764
3300 Community services 15,000 15,000 10,104
3400 Scholarships and awards - - 2,000
4000 Facilities acquisition and construction - - 81,719
5110 Debt service - - -
Total expenditures 3,267,000 3,267,000 3,249,413
Excess (deficiency) of revenues over expenditures 20,000 20,000 152,861

Other Financing Sources (Uses)

9100 Sale of bonds - - -
9200 Proceeds from extended term financing - - -
9300 Interfund transfers - - -
9400 Sale/compensation for fixed assets - - -
5130 Refunds of prior years expenditures - - -
9700  Operating transfers from Component units - - -
5120 Debt service - refunded bond issues - - R
5200 Fund transfers - - (77,499)
5300 Transfers to component units - - -
5900 Budgetary reserve - - -

Total other financing sources (uses) - - (77,499)

8888  Special items - - -
8889  Extraordinary items - - -

Net change in fund balances 20,000 20,000 75,362

0040 Fund balance--July 1, 2011 2,076,446 2,076,446 2,438,672
0050 Change in Inv/RS Equity Trans/Prior Yr Adj - - -

XXXX  Fund balance--June 30, 2012 $ 2086446 $ 2,096,446 3 2,514,034

The accompanying notes are an integral part of these statements.




Variance with

Final Budget Budget to Actual
Positive GAAP Amounts
{Negative) Difference GAAP basis
3 99,664 § 2963265 § 85,499
(68,461) - 97,239
84,071 - 256,271
115,274 2,963,265 439,009
(214,163) (34,352) 1,723,755
236,560 (14,522) 264,132
1,516 - 3,224
60,530 - 5,120
(94,425) (576) 281,551
(197,577) (29,028) 470,805
(4,737) 591 65,796
118,906 (901) 31,770
(37,873) (11,996) 300,844
(24,013) - 45,613
174,950 - -
76,736 - 53,764
4,896 - 10,104
(2,000) - 2,000
(81,719) 81,719 -
17,587 (9,065) 3,258,478
132,861 2,972,330 (2,819,469)
(77,499) (77,499) -
(77,499) (77,499) -
3 55362 $ 2,894831 $ (2,819,469)
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Tidioute Community Charter School
Statement of Net Assets
Proprietary Funds

June 30, 2012

Food Service

Assets

Current Assets

0100 Cash and cash equivalents $ 207,253
0110  Investments -

0130  Due from other funds 10,959
0141  Due from other governments 105

0146  Due from primary government -
0147  Due from component units -
0150  Other receivables -
0160  Advances to other funds -
0170 Inventories -
0180  Prepaid expenses -
0190  Other current assets -

XXXX Total current assets 218,317

Noncurrent Assets

0108 Restricted cash and equivalents -

0210 Land and site improvements -

0220 Building and building improvements(net) -

0230  Machinery and equipment (net) 23,034
0250  Construction in progress -

0260 Long-term prepayments -

XXXX Total noncurrent assets 23,034
XXXX Total assets $ 241,351
Liabilities

Current Liabilities

0400 Due to other funds $ -
0411 Due to other governments -
0413  Due to component units -
0420 Accounts payable -
0430 Contracts payable -
0440  Current portion of long-term debt -
0450  Short-term payables -
0461  Accrued salaries and benefits -
0462  Payroll deductions and withholdings -
0470  Advances from other funds - -
0480 Deferred revenues -
0480  Other current liabilities -

XXXX Total current fiabilities -

Noncurrent Liabilities

0510 Bonds payable -
0520 Extended term financing agreements -
0530 Lease purchase obligations -
0540 Long-term portion of compensated abs -
0550  Authority lease obligations -
0590  Other long-term liabilities -

I

XX_XX Total noncurrent liabilities -

=

XXXX Total liabilities -

a Net Assets
0791 Invested in capital assets net of debt -
0798 Restricted for legal purposes -
| 0799 Unrestricted 241,351
g 0790  Total net assets 241,351
XXXX Total liabilities and net assets $ 241,351

The accompanying notes are an integral part of these statements.
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Tidioute Community Charter School

Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds

For the Year Ended June 30, 2012

Food Service
Operating Revenues:
6600 Food service revenue $ 39,860
6900 Charges for services -
6999 Other operating revenues 2,415
0010 Total operating revenues 42 275
Operating Expenses:
0100 Salaries 57,567
0200 Employee benefits 22,887
0300 Purchased professional and technical service 1,858
0400 Purchased property service -
0500 Other purchased service 169
0600 Supplies 85,339
0700 Depreciation 2,904
0810 Dues and fees -
0820 Claims and judgments -
0890 Other operating expenditures 2,734
0020 Total operating expenses 173,458
0030 Operating income (loss) (131,183)

Nonoperating Revenues (Expenses)
6500 Earnings on investments 180
6920 Contibutions and donations -
6930 Gain/loss on sale of fixed assets -
7000 State sources 8,972
8000 Federal sources 87,077
9500 Refunds of prior year expenditures -
0820 Claims and judgments -
0830 Interest expenses -

0040 Total nonoperating revenues (expenses) 96,229
Income (loss) before contributions (34,954)
6920 Capital contributions -

9998 Transfers from (to) component units -
9999  Transfers in (out) 77,499

Change in net assets 42,545
XXXX Total net assets - July 1, 2011 198,806

0057 Accounting changes -
0061  Prior period adjustment -

XXXX Total net assets - June 30, 2012 $ 241,351

The accompanying notes are an integral part of these statements.
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Tidioute Community Charter School
Combined Statement of Cash Flows
Proprietary Fund Types

June 30, 2012

Cash Flows From Operating Activities

9937 Cash received from users

9938 Cash received from assessments made to other funds
9939 Cash received from earnings on investments

9940 Cash received from other operating revenue

9941 Cash payments to employees for services

9942  Cash payments for insurance claims

9943  Cash payments to suppliers for goods and services
9944  Cash payments for other operating expenses

Net cash provided by (used for) operating activities

Cash Flows From Non-Capital Financing Activities
6000 Local sources

7000 State sources

8000 Federal sources

9917 Notes and loans received

9918 Interest paid on notes/loans (5100-830)

9919  Operating transfers in {out)/ residual equity
9920 Operating transfers in (out) primary government
9921 Operating transfers in {out) component units
9922 Refunds of prior year expenditures (8500)

Net cash provided by (used for) non-capital financing activities

Cash Flows From Capital and Related Financing Activities
4000 Fadilities acquisition/construction/imp. serv

6930 Gain/loss on sale of fixed assets (proceeds)

9200 Proceeds from extended term financing

9925  Principal paid on financing agreements

9926 Interest paid on financing agreements (5100-830)
9927 Change in contributed capital

Net cash provided by (used for) capital and rel financing activities
Cash Flows From Investing Activities

6500 Earnings on investments

9929  Purchase of invest securities/deposits to invest pools
9930 Withdrawals from investment pools

9931  Proceeds from sale and maturity of Invest securities
9932  Loans received (paid)

Net cash provided by (used for) investing activities

Net increase (decrease) in cash and cash equivalents

09935 Cash and cash equivalents beginning of year

9936 Cash and cash equivalents at year end

The accompanying notes are an integral part of these statements.

Food Service

$ 39,860

2,415
(80,454)

(85,508)
(4,592)

(128,279)

162,484

(683)

(683)

180

180
33,702
173,551

207,253

$ ,
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Tidioute Community Charter School
Combined Statement of Cash Flows
Proprietary Fund Types - Continued
June 30, 2012

9900

Operating income (loss)

Adjustments to reconcile operating income (loss) to net cash
provided by (used for):

9901
9902
9903
9904
9905
9906
9907
9908
9009
9910
9911
9912
9913
9914

Depreciation and net amortization

Provision for uncollectible accounts

Write-in

(increase) decrease in accounts receivable
(Increase) decrease in advances to other funds
(Increase) decrease in inventories

(Increase) decrease in prepaid expenses

(Increase) decrease in other current assets

Increase (decrease) in accounts payable

Increase (decrease) in accrued salaries and benefits
Increase (decrease) in payroll deductions/withholding
Increase (decrease) in advances from other funds
increase (decrease) in deferred revenue

Increase (decrease) in other current liabilities

Total adjustments

Cash provided by (used for) total

The accompanying notes are an integral part of these statements.

Food Service

$ (131,183)
2,904
2,004

S (128279)
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Tidioute Community Charter School
Statement of Net Assets

Fiduciary Funds

June 30, 2012

Assets

0100 Cash and cash equivalents
0110  Investments

0130  Due from other funds

0147  Due from component units
0150  Other receivables

0160  Advances fo other funds

0170 Inventories

0180 Prepaid expenses

0190  Other current assets

0220  Building and building improvements(net)
0230  Machinery and equipment (net)
XXXX Total assets

Liabilities

0420  Accounts payable

0430  Contracts payable

0450  Short-term payables

0400 Due to other funds

0411  Due to other governments
0412  Due to primary government
0413 Due to component units

0461  Accrued salaries and benefits
0462  Payroll deductions and withholdings
0470  Advances from other funds
0480 Deferred revenues

0490  Other current liabilities

XXXX  Total liabilities

Net Assets

0791  Invested in capital assets net of debt
0798 Restricted for legal purposes
0799  Unrestricted

XXXX Total net assets

XXXX  Total liabilities and net assets

The accompanying notes are an integral part of these statements.

Alumni Donation

Trust Fund Agency Total
$ 22,455 § 24900 $ 47,355
244,867 - 244,867
$ 267,322 § 24,800 § 292,222
$ - $ 24900 $ 24,900
. 24,900 24,800
267,322 - 267,322
267,322 - 267,322
$ 267,322 § 24,900 § 292,222
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Tidioute Community Charter School
Statement of Changes in Net Assets
Fiduciary Funds

For the Year Ended June 30, 2012

Additions
Gifts and contributions
Earnings on investments

Deductions
Administration and supplies
Community services
Transfers to other funds
Change in net assets

Net assets-July 1, 2011

Net assets-June 30, 2012

The accompanying notes are an integral part of these statements.

Alumni Donation

Trust Fund

$ 10,673
8,909

6,387

13,095

254,227

$ 267,322
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Tidioute Community Charter School
NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed in the preparation of
these financial statements are summarized below. These policies
conform to generally accepted accounting principles (GAAP) as
applied to governmental units prescribed in the statements issued
by the Government Accounting Standards Board (GASB) and other
recognized authoritative sources. In the government-wide financial
statements and in enterprise funds, the Charter School also applies
Financial Accounting Standards Board Statements and Interpretations
issued on or before December 20, 1989, except those that conflict
with GASB pronouncements,

1. Financial Reporting Entity

The Tidioute Community Charter School (“Charter School”) is a not-
for-profit corporation organized on November 5, 2004 under the
Nonprofit Corporation Law of 1988 and is operated to provide a
community charter school, as defined in, and in accordance with, the
Act of March 10, 1949, known as the Public School Code of 1949, as
amended by the addition of Article XVII-A, known as the Charter
School Law. The Charter School presently educates children enrolled
in kindergarten through twelfth grade.

The Charter School has a working agreement with the Warren County
School District (“District”). The basic subsidy passes through the
District to the Charter School from the Pennsylvania Department of
Education (“PDE") .

2. Income Tax Status

The Charter School is a not-for-profit organization that is exempt
from income taxes under Internal Revenue Code Section 501(c) (3). The
Charter School files annual informational returns with the IRS and
the Commonwealth of Pennsylvania. FASB ASC 740, Income Taxes,
prescribes a more-likely-than-not threshold for financial statement
recognition and measurement of-a tax position taken in a tax return.
The Charter School records any related interest expenses and
penalties, if any, as a tax expense. For the year ended June 30,
2012, there were no unrecognized tax benefits or interest and
penalty expense incurred. Tax years that remain subject to
examination are years 2008 and forward.

3. Fund Accounting

The accounts of the Charter 8School are maintained, and the
accompanying financial statements have been prepared on the basis
of accounting practices prescribed or permitted by the Manual of
Accounting and Related Financial Procedures for Pennsylvania School
Systems, issued by the Pennsylvania Department of Education in
accordance with the provisions of the School Laws of Pennsylvania.
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Tidioute Community Charter School
NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

These practices, as they apply to the Tidioute Community Charter
School, are in conformity with accounting principles generally
accepted in the United States of America. The financial transactions
of the Charter School are recorded in individual funds, each of
which is considered a separate accounting entity. Fund accounting
is designed to demonstrate legal compliance and to aid management
by segregating transactions related to specific Charter School
functions or activities. The operation of each fund is accounted for
within a separate set of self-balancing accounts.

The Charter School reports the following major governmental fund:
General Fund - The General Fund is the general operating fund of the

Charter School. It is used to account for all financial resources
except those required to be accounted for in another fund.

The Charter School reports the following major enterprise fund:

Food Service Fund - The Food Service Fund is used to account for all
financial transactions related to the food service operation of the
Charter School. Enterprise Funds are used to account for operations
(a) that are financed and operated in a manner similar to private
business enterprises - where the intent of the governing body is
that the costs (expenses, including depreciation) of providing goods
or services to the general public on a continuing basis be financed
or recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination of revenues
earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control,
accountability, or other purposes.

Additionally, the Charter School reports the following fund type:

Fiduciary Fund - The Fiduciary Fund is used to account for assets
held by the Charter School in a trustee capacity or as an agent for
individuals, private organizations or other governments. These
include private-purpose trust and agency funds. The private-purpose
trust (See Note H) accounts for resources, including both principal
and earnings, which must be expended according to the provision of
a trust agreement. The Student Activity Funds are classified as
Agency Funds as they are custodial in nature (assets equal
liabilities) and thus do not involve measurement of results of
operations.
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Tidioute Community Charter School
NOTES TO FINANCIAIL STATEMENTS

June 30, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

4., Basis of Presentation
Government-Wide Financial Statements

The statement of net assets and the statement of activities display
information about the Charter School as a whole. These statements
include the financial activities of the primary government, except
for fiduciary funds. The statements distinguish between governmental
and business-type activities of the Charter School.

The government-wide financial statements are prepared using the
economic resources measurement focus. This is the same approach used
in the preparation of proprietary fund financial statements but
differs from the manner in which governmental fund financial
statements are prepared. Governmental fund financial statements
therefore include a reconciliation with brief explanations to better
identify the relationship between the government-wide statements and
the statements for governmental funds.

The government-wide statement of activities presents a comparison
between direct expenses and program revenues for each identifiable
activity of the business-type, and for each function or program of
the governmental activities of the Charter School. Direct expenses
are those that are specifically associated with a service, program
or department and therefore clearly identifiable to a particular
function. Program revenues include amounts paid by the recipient of
goods or services offered by the program and grants and
contributions that are restricted to meeting the operational or
capital requirements of a particular program. All revenues not
classified as program revenues are presented as general revenues of
the Charter School.

Fund Financial Statements

Fund financial statements report detailed information about the
Charter School. Their focus is on major funds rather than reporting
funds by type. Each major governmental fund is presented in a
separate column, and all nonmajor funds are aggregated into one
column. Fiduciary funds are reported by fund type.

The accounting and financial reporting treatment applied to a fund
is determined by its measurement focus. All governmental funds are
accounted for by using a flow of current financial resources
measurement focus. With this measurement focus, only current assets
and current liabilities generally are included on the balance sheet.
Their reported fund balance (net current assets) is considered a
measure of “available spendable resources.”
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Tidioute Community Charter School
NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Operating statements of these funds present increases (revenues and
other financing sources) and decreases (expenditures and other
financing uses) in net current assets. Accordingly, they are said
to present a summary of sources and uses of “available spendable
resourcesg” during a period.

All proprietary funds are accounted for on a flow of economic
resources measurement focus. With this measurement focus, all assets
and all liabilities (whether current or noncurrent) associated with
the operations of these funds are included on the balance sheet.
Proprietary fund’s operating statements present increases (revenues)
and decreases (expenses) in net total assets.

5. Basis of Accounting

Basis of accounting refers to when revenues and expenditures or
expenses are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of
the measurements made, regardless of the measurement focus applied.
Government-wide financial statements are prepared using the accrual
basis of accounting. The Fund financial statements are prepared
using either modified accrual for governmental funds or accrual
basis for proprietary and fiduciary funds.

Revenue resulting from exchange transactions is recorded on the
accrual basis when the exchange takeg place. On a modified accrual
basis, revenues are recognized in the accounting period when they
become both measurable and available. Available means collectible
within the current period or soon enough thereafter to be used to
pay liabilities of the current fiscal year. The available period of
the Charter School is sgixty days after year end.

Nonexchange transactions, in which the Charter School receives value
without directly giving equal value in return, include grants,
entitlements and donations. On an accrual basis, revenue from
grants, entitlements and donations is recognized in the fiscal year
in which all eligibility requirements have been met. On the modified
accrual basis, revenue from nonexchange transactions must also be
available before it can be recognized.

In applying the susceptible to accrual concept under the modified
accrual basis, the following revenue sources are deemed both
measurable and available: investment earnings, tuition, grants and
student fees.
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Tidioute Community Charter School
NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

On the accrual basis of accounting, expenses are recorded at the
time they are incurred. The measurement focus of governmental fund
accounting is on flow of current financial resources. Expenditures
are generally recognized in the accounting period in which the
related fund liability is incurred except for the costs related to
compensated absences which are reported as fund liabilities in the
period in which they will be liquidated with available financial
resources rather than in the period earned by employees.

6. Budgets and Budgetary Accounting

The Charter School follows these procedures in establishing the
budgetary data reflected in the statement of revenue, expenditures
and changes in fund balance, budget and actual, general fund:

a. Prior to June 30, the Business Manager submits to the
Board of Trustees a proposed operating budget for the
fiscal year commencing the following July 1. The operating
budget includes proposed expenditures and the means of
financing them.

b. The Board of Trustees is authorized to transfer budgeted
amounts between departments within any fund; any revisions
that alter the total expenditures of any fund must be
approved by the Board.

c. Formal budgetary integration is employed as a management
control device during the year for the General Fund.
Formal budgetary integration is not employed by other
funds because effective budgetary control is alternatively
achieved through direct authorization by the Board of
Trustees or expenditures are all fixed in nature.

d. Unencumbered appropriations lapse at year end.
7. Encumbrances
Encumbrance accounting, under which purchase orders, contracts, and
other commitments for the expenditure of monies are recorded in
order to reserve that portion of the applicable appropriation, is
not employed as an extension of formal budgetary integration.
8. Cash and Cash Equivalents
For purposes of the Statements of Cash Flows, the Charter School

considers all highly liquid investments with an initial maturity of
three months or less to be cash equivalents.
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Tidioute Community Charter School
NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

9. Investments

Investments are reported at fair wvalue based on guoted market
prices.

10. Capital Assets and Depreciation

General capital assets are those assets not specifically related to
activities reported in the proprietary funds. These assets are
reported in the government-wide statement of net assets but are not
reported in the fund financial statements.

All capital assets are capitalized at cost (or estimated historical
cost) and updated for additions and retirements during the year. The
Charter School defines capital assets as assets with an initial,
individual cost of $1,000 or more or assets whose aggregate value
exceeds $5,000. Donated fixed assets are recorded at their fair
market value as of the date received. The Charter School does not
possess any infrastructure.

All reported capital assets, with the exception of 1land, are
depreciated. Depreciation is computed using the straight-line method
over the following useful lives:

Description Useful Life

Buildings & Improvements 10-40 years

Furniture & Equipment 3-15 years
11. Interfund Transactions

Transfers between governmental and business-type activities on the
government-wide statements are reported in the same manner as
general revenues. Sales of goods and services between funds are
reported as revenues in the seller funds and as
expenses/expenditures in the purchaser funds. Flows of cash or goods
from one fund to another without a requirement for repayment are
reported as interfund transfers. Interfund transfers are reported
as other financing sources/uses in governmental funds and after
nonoperating revenues/expenses in proprietary funds.

On fund financial statements, advances between funds are accounted
for in the appropriate interfund receivable and payable accounts.
These advances are considered available and spendable resources and
current obligations of the respective funds. These amounts are
eliminated in the statement of net assets, except for amounts due
between governmental and busginess-type activities, which are
presented as internal balances.
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Tidioute Community Charter School
NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

12. Compensated Absences

Employees of the Charter School receive three, six or 10 personal
days each year depending on their classification. All employees are
paid for any unused personal days at the end of each year.

Non-teaching staff employees of the Charter School are given ten
vacation days per year. Employees will be awarded a lump sum at the
end of each year for any unused days in amounts varying with their
clagsification.

The entire compensated absences liability is reported on the
government-wide financial statements as other current liabilities.
For governmental fund financial statements, the liability is not
recorded as those amounts are not expected to be paid using
expendable available financial resources.

13. Accrued Liabilities

All accrued liabilities are reported in the government-wide
financial statements as well as the proprietary fund financial
statements.

For governmental fund financial statements, the accrued liabilities
are generally reported as a governmental fund liability if due for
payment as of the balance sheet date regardless of whether they will
be liguidated with current financial resources. However, claims and
judgements and compensated absences paid from governmental funds are
reported as a liability in the fund financial statements only for
the portion expected to be financed from expendable available
financial resources.

14 . Donated Materials and Services

Some of the Charter School’s support is provided by contributions/
in-kind. Such donated materials are recorded as revenue at their
fair market value and recorded as an expense or capital addition as
appropriate.

15. Concentration of Credit Rigk

The Charter School maintains various deposits presented on the
balance sheet as cash and investments with several local banks. The
amounts on deposit with certain banks exceed the $250,000 federally
insured limit on interest bearing accounts. There is no dollar limit
on non interest bearing accounts for public deposits. See Note B for
further detail.
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Tidioute Community Charter School
NOTES TO FINANCIAL STATEMENTS

June 30, 2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

16. Estimates in Financial Statements

In preparing financial statements in conformity with accounting
principles generally accepted in the United States of America,
management makes estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the financial statements, as
well as the reported amounts of revenues and expenditures/expenses
during the reporting period. Actual results could differ from those
estimates.

17. Pension Plan Description

The Tidioute Community Charter School contributes to the Public
School Employees' Retirement System (the System), a Governmental
cost-sharing multiple-employer defined benefit pension plan. The
System provides retirement and disability, legislative mandated ad
hoc cost-of-living adjustments, and healthcare insurance premium
assistance to qualifying annuitants. The Public School Employees'
Retirement Code (Act No. 96 of October 2, 1975, as amended) (24 PA.
C. S. 8101-8535) holds the authority to establish and amend benefit
provisions.

The system issues a comprehensive annual financial report that
includes financial statements and required supplementary information
for the plan. A copy of the report may be obtained by writing to
Diane J. Wert, Office of Financial Management, Public School
Employees' Retirement System, PO Box 125, Harrisburg, PA 17108-0125.

Funding Policy

The contribution policy is established in the Public School
Employees' Retirement Code and reqguires contributions by active
members, employers, and the Commonwealth. Members joining the system
prior to July 22, 1983 contribute at 5.25 or 6.50 percent of the
member's qualifying compensation. Members Jjoining the system on or
after July 22, 1983 contribute at 6.25 or 7.50 percent. Members
joining the system after June 30, 2001 contribute at 7.50 percent.
Members joining after June 30, 2011 contributegs at 7.5 percent. All
new hires after June 30, 2011 contribute at 10.3 percent. All new
hires and members joining after June 30, 2011 are subject to a
shared risk provision in Act 120 of 2010 that could cause their
rates to fluctuate in future vyears. Contributions required of
employers are based upon an actuarial valuation. For fiscal vyear
ended June 30, 2012 the rate of employer contribution was 8.65
percent of covered payroll. The 8.65 percent rate is composed of a
pension contribution rate of 8.00 percent for pension benefits and
.65 percent for health insurance premium assistance.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The Charter School's contributions to the system for the years
ending June 30, 2012, 2011 and 2010 were $143,671, $94,668 and
$81,511, respectively, equal to the reguired contributions for each
year.

18. Fair Value Measurement

Falr value, as defined in FASB ASC, 820 Fair Value Measurements and
Disclosures, is based on the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. In order to
increase consistency and comparability in fair value measurements,
FASB ASC 820 establishes a fair value hierarchy that prioritizes
observable and unobservable inputs used to measure fair value into
three broad levels. Level 1 consists of quoted prices (unadjusted)
in active markets that are accessible at the measurement date for
identical assets or liabilities. The fair value hierarchy gives the
highest priority to Level 1 inputs. Level 2 consists of observable
prices that are based on inputs not guoted on active markets, but
corroborated by market data. Level 3 consists of unobservable
inputs which are used when little or no market data is available.
The fair value hierarchy gives the lowest priority to Level 3
inputs. In determining fair wvalue, the Charter School utilizes
valuation techniques that maximize the use of observable inputs and
minimize the use of uncbservable inputs to the extent possible as
well as considers counterparty credit risk in its assessment of
fair value.

The fair market value of a financial instrument is defined in FASB
ASC 825 as “the amount at which the instrument could be exchanged
in a current transaction between willing parties.” The carrying
amount reported in the accompanying financial statement of
financial position for due from other governments, other
receivables, ©prepaids, accounts payable, deferred revenue,
accruals, and other current liabilities, approximate fair wvalue
given the short-term nature of the financial instruments or
conversgsely are based on a non-recurring assessment of fair wvalue.

Level 1 Level 3
Investments - Certificates of
deposit (Note B) S 13,349 S -
Investments - Single premium deferred
fixed annuities (Note B) - 1,422,605
5 13,349 81,422,605
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The table below presents additional information about the
Investments - Single premium deferred fixed annuities, which are
measured using Level 3 inputs.

Balance at July 1, 2011 S 423,923
Purchase of investments 977,054
Earnings 21,628
Balance at June 30, 2012 $1,422,605

Fair value for Investments - Certificates of deposit are determined
by reference to quoted market prices and other relevant information
generated by market transactions. Fair wvalue for Investments -
Single premium deferred annuities is based on information provided
by New York Life Insurance and Annuity Corporation.

==

19. Date of Management’s Review

Management has evaluated subsequent events through December 20,
2012, the date the financial statements were available to be
issued.

NOTE B - NON-POOLED CASH AND INVESTMENTS

The Charter School's cash and investments consist of deposits with
financial institutions and investments through brokers. The Charter
School's investment policies are governed by state statute and
Charter School policy. Permissible investments include United
States treasury bills and other federal instruments, time accounts
or share accounts of institutions insured by the Federal Deposit
Insurance Corporation, certificates of deposit to the extent such
certificates are secured by a proper bond or secured by such proper
collateral. The Charter School may also invest in other Board
approved investment vehicles provided that the investment is issued
by an entity having a designation of AAA or an equivalent rating
by Moody’s and all other nationally recognized rating agencies; is
guaranteed by the issuing entity; the issuing entity has a ratio
of assets to surplus in a minimal amount of 8%; and the issuing
entity has a surplus of assets over liabilities of eight billion
dollars or greater.

e

= 200 e

1. Deposits

Custodial credit risk is the risk that, in the event of a bank
failure, the Charter School’s deposits may not be returned. As of
June 30, 2012, the bank balance of the Charter School’s deposits
that are exposed to custodial credit risk is $831,849 and their
carrying amount is $801,884. These amounts are uninsured but are
collateralized with securities held by the trust department or agent
but not in the Charter School’s name.
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June 30, 2012

NOTE B - NON-POOLED CASH AND INVESTMENTS - Continued

2. Investments

As of June 30, 2012, the Charter School had the following
investments:

Investment Maturities Fair Value

Certificates of deposit

General Fund 11 months S 13,349
Single premium deferred fixed annuities

General Fund

Policy A See Terms Below 319,770

Policy B See Terms Below 355,787

Policy C See Terms Below 502,181
Alumni Donation Trust Fund

Policy D See Terms Below 117,259

Policy E See Terms Below 127,608

$ 1,435,954

The single premium deferred fixed annuities are life insurance
policies through New York Life Insurance Annuity Corporation (NY
Life) with the annuitant being the Charter School’s former business
manager and current consultant, and the Charter School being both
the policy owner and the beneficiary.

Policies A and D are dated May 27, 2010 and the commencement dates
are May 27, 2050. Interest will be credited to these policies
daily at a rate set in advance by NY Life, guaranteed to be at
least 3.10% through May 27, 2013, 2.00% through May 27, 2018, and
1.20% thereafter.

Policy B is dated July 19, 2011 and the commencement date is July
19, 2048. Interest will be credited to this policy daily at a rate
set in advance by NY Life, guaranteed to be at least 1.75% through
July 19, 2017, and 1.00% thereafter,

Policies C and E are dated April 23, 2012 and the commencement
dates are April 23, 2048. Interest will be credited to these
policies daily at a rate set in advance by NY Life, guaranteed to
be at least 2.40% through April 23, 2015, and 0.50% thereafter.

Beginning on the annuity commencement date, income payments will
be made to the policy owner each month during the lifetime of the
annuitant.
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The amount of these payments will be determined by NY Life based on
the accumulated value (initial investment plus accumulated interest)
of the policies, the age and sex of the annuitant, and the income
payment rate in effect on the annuity commencement date. Income
payments are guaranteed for a period of 10 vyears (120 monthly
payments) even if the annuitant dies sooner, and the payment amount
does not change during this guaranteed period. If the annuitant dies
before the annuity commencement date, the beneficiary will receive
a single lump sum payment equal to the accumulated value of the
policies as of the date of the annuitant’s death.

However, if the annuitant dies after the annuity commencement date
but before the end of the guaranteed period of the monthly income
payments, the beneficiary will receive the monthly income payments
for the remainder of the payment period.

Upon written request, the Charter School can make partial
withdrawals from the policies or surrender the policies for their
accumulated value at any time. During the first seven years of the
policies, a surrender charge may be applied, ranging from 3% to 7%,
for a partial withdrawal or when the policies are surrendered for
their accumulated value. The amount of the surrender charge, 1f
any, will never exceed the interest credited to the policies. Upon
surrender of the policies the amount paid is guaranteed to at least
equal the initial investment, reduced by any previous partial
withdrawals.

Interest Rate Risk - The Charter School does not have a formal
investment policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing
interest rates. However, the Charter School complies with PDE
requirements regarding investments.

Credit Risk - The Charter School’s investment policy limits its
choices to certain credit ratings. The Charter School also complies
with PDE reguirements regarding investments. The Charter School’s
investments in First Niagara Bank were rated BBB+ by Standard &
Poor’s, Baal by Moody’s Investor Services and BBB- by Fitch
Ratings. The Charter School’s investments in New York Life
Insurance Annuity Corporation were rated AA+ by Standard & Poor’s,
Aaa by Moody'’s Investor Servicesg and AAA by Fitch Ratings.

Custodial Credit Risk - For an investment, custodial credit risk is
the risk that, in the event of a bank failure of the counterparty,
the Charter School will not be able to recover the value of its
investments or collateral securities that are in the possession of
an outside party.
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As of June 30, 2012, $1,422,605 of the Charter School’s investments
are held by the broker or dealer, or by its trust department in the
Charter School’s name, and $13,349 of the Charter School’s
investments are collateralized with securities held by the trust
department or agent but not in the Charter School’s name.

Concentration of Credit Risk - The Charter School places no limit
on the amount that may be invested in any one issuer. All of the
Charter School’s investments are in First Niagara Bank and New York
Life Insurance and Annuity Corporation.

NOTE C - CAPITAL ASSETS

A summary of capital assets activity during the fiscal vyear

follows:
Balance at Balance at
June 30, June 30,
2011 Additiong Deletions 2012

Governmental Activities

Land & Site

Improvements S 71,027 S 76,534 S - S 147,561
Building &

Improvements 777,911 16,674 ' - 794,585
Machinery &

Equipment - 1,123,648 83,954 - 1,207,602
Construction-in-

Progress 25,511 =~ 25,511 -
Total Capital Assets 1,598,087 177,162 25,511 2,149,748

Less: Accumulated
Depreciation:

Land & Site

Improvements 14,802 5,359 - 20,161
Building &

Improvements 106,957 22,598 - 129,555
Machinery &

Equipment 685,079 124,186 - 809,265
Total Accumulated
Depreciation 806,838 152,143 - 958,981
Capital Assets, Net S 1,191,259 S 25,019 S 25,511 51,190,767
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Business-Type Activities

Equipment $ 34,498 $ 683 S - S 35,181
Less: Accumulated

Depreciation 9,243 2,904 - 12,147
Capital Agsets, Net S 25,255 (s 2,221) S - S 23,034

Depreciation expense was charged to the following functions in the
statement of activities:

Regular instruction S 106,666
Special instruction 16,344
Administration 29,133

S 152,143

NOTE D - OTHER CURRENT LIABILITIES
Other current liabilities on the statement of net assets consists
of $11,870 representing the current portion of the Charter School’s
compensated absences liability.

NOTE E - NONCURRENT LIABILITIES

The changes in noncurrent liabilities for the year ended June 30,
2012 consist of the following:

Balance at Balance at Due In
June 30, June 30, One
2011 Increases Decreages 2012 Year
Compensated Absences s 7.171 3 4,699 § - S 11,870 $11,870
7,171 4,699 - 11,870 $£11,870
Less: Current Portion 7,171 - 4,699 11,870
Total Noncurrent
Liabilities S - S 4,699 3 4,699 8 -
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NOTE F - CONTINGENT LIABILITIES

The Charter School participates in both state and federally assisted
grant programs. These programs are subject to program compliance
audits by the grantors or their representatives. The Charter School
is potentially liable for any expenditure which may be disallowed
pursuant to the terms of these grant programs.

The amount, i1f any, of expenditures which may be disallowed by the
grantors cannot be determined at this time, although the Charter
School believes such amounts to be immaterial.

NOTE G - COMMITTED FUND BALANCE

The Board of Trustees is the Charter School’s highest level decision
making authority. The Board must approve the commitment or
modification of fund balance. The Board has committed $95,000 of its
unrestricted general fund balance at June 30, 2012. The purpose of
the commitment is to provide for resources available in the general
fund budget for the year ended June 30, 2012. The Charter School has
adopted policies in which it considers restricted or committed fund
balances to be spent when expenditures have been specifically
identified to release the restriction or commitment.

NOTE H - PRIVATE-PURPOSE TRUST FUND

An Alumni Donation Fund was set up by graduates of the former
Tidioute Area School to help provide resources to the Charter School
for various projects, equipment, and teaching supplies to benefit
the students of the Charter School.
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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

Members of the Board of Trustees
Tidioute Community Charter School

We have audited the financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate
remaining fund information of Tidioute Community Charter School as of and
for the year ended June 30, 2012, which collectively comprise the Charter
School’s basic financial statements and have issued our report thereon
dated December 20, 2012. 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

Management of Tidioute Community Charter School is responsible for
establishing and maintaining effective internal control over financial
reporting. In planning and performing our audit, we considered Tidioute
Community Charter 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 Tidioute
Community Charter School’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of
Tidioute Community Charter 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 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Tidioute
Community Charter School's financial statements are free of material
misstatement, we performed tests of i1ts 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 that are required
to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Tidioute
Community Charter School in a separate letter dated December 20, 2012.

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

Revt, Ydpuad ol ol S

December 20, 2012
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Tidioute Community Charter School
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2012

Summary of Auditor’s Results:

Financial Statements

1. Type of auditor’s report issued: ungualified
2. Internal control over financial reporting:
Material weakness(es) identified? ves__X no

Internal control deficiency(s)
identified that are not considered

to be material weaknesses? ves_ X none
3. Noncompliance material to financial
statements noted? ves_ X no

Audit Findings:

The audit resulted in no current findings. In addition, there were no
findings noted in the prior year’s audit.
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EXIT CONFERENCE

June 30, 2012

An exit conference was held by telephone on November 26, 2012.
Participating were:

Dr. Doug Allen, Chief Executive Officer
Tidioute Community Charter School

Gregory R. Michel, CPA, Senior
Root, Spitznas and Smiley, Inc.

A draft of the audit report for the Tidioute Community Charter School,
for the year ended June 30, 2012 was reviewed. Special attention was
devoted to reviewing the various reports on internal controls and reports
on compliance.
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