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To the Board of Trustees 
Independence Charter School 
Philadelphia, Pennsylvania 

INDEPENDENT AUDITORS' REPORT 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component unit, each major fund, and the aggregate remaining fund 
information oflndependence Charter School, as of and for the year ended June 30, 2015, 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. 

Auditor's 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, the business-type activities, the aggregate discretely presented 
component unit, each major fund, and the aggregate remaining fund information of Independence Charter School, 
as of June 30, 2015, 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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Emphasis of Matter 

Adoption of New Accounting Principles 

As discussed in Note 1 to the financial statements, during the fiscal year ended June 30, 2015, the School adopted 
new accounting guidance, Governmental Standards Board (GASB) Statement No. 68, Accounting and Financial 
Reporting for Pensions - an amendment of GASB Statement No. 27, and GASB Statement No. 71, Pension 
Transition for Contributions Made Subsequent to the Measurement Date - an amendment of GASB Statement No. 
68. Our opinion is not modified with respect to this matter. 

Prior Period Restatement 

Because of the implementation of GASB Statement No. 68 and No.71, net position as of June 30, 2014 on the 
statement of activities has been restated, as discussed in Note 12 to the financial statements. Our opinion is not 
modified with respect to this matter. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis, budgetaiy comparison information, schedule of the School's proportionate share of the 
net pension liability, and schedule of the School's contributions 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 infonnation 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 Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise Independence Charter School's basic financial statements. The schedule of expenditures of federal 

· awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget 
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required 
part of the basic financial statements. 

The schedule of expenditures of federal awards is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic financial statements 
and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the basic financial 
statements themselves, and other additional procedures in accordance with auditing standards generally accepted 
in the United States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated in 
all material respects in relation to the basic financial statements as a whole. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 17, 2015, on 
our consideration oflndependence Charter School's internal control over financial reporting and on our tests of its 
compliance with ce1tain 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 1 7, 2015 
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INDEPENDENCE CHARTER SCHOOL 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2015 

The Board of Trustees of Independence Charter School (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, 2015. 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, 2015 were $9,460,197, representing a decrease of 
$517,579 from June 30, 2014. 

• At June 30, 2015, the School reported an ending fund deficit of ($7,255,986), representing an increase of 
$560,915 from June 30, 2014, mainly due to recording the prior period adjustment of $13,100,000 
relating to the net pension liability resulting from implementation of GASB Statement No. 68 .. 

• The results of operations and the decrease in net position of $560,915 represent the School's reductions in 
the major source of revenue, subsidies from local school districts, which have decreased from the 
previous year. This decrease in fund balance was expected and planned for with increases in fund 
balances for the previous two years which were intended to minimize disruption and preserve the schools 
high quality educational program in fiscal years 2014-2015 and 2015-2016 as well as provide funds for 
unexpected capital maintenance on its building. The detail of the Fund Balance designations is found in 
Note 8 of the Financial Statements. 

• The School's cash balance at June 30, 2015, was $6,334,292, representing an decrease of $12,944 from 
June 30, 2014. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to Independence Charter School's (the School) 
basic financial statements. The School's basic financial statements as presented comprise four ( 4) components: 
(1) management's discussion and analysis, (2) the basis financial statements, (3) the notes to the financial 
statements, and ( 4) the federal awards section. 

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 opp01tunity. 

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 
three (3) fund types, the governmental general fund, the proprietary fund, and the fiduciary agency fund. 
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INDEPENDENCE CHARTER SCHOOL 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2015 

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. 

Single Audit Requirements 

The schedule of expenditures of federal awards is presented for purposes of additional analysis as required by the 
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-profit 
Organizations. 

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. 

Current assets 
Noncurrent assets 

Total assets 

Deferred outflows of resources 

Total assets and deferred outflows ofresources 

Total liabilities 

Deferred inflow of resources 

Net position: 
Invested in capital assets, net of related debt 
Unrestricted 

Total net position 

Total liabilities and deferred inflows of resources 

2015 

$ 6,902,251 
21,370 

6,923,621 

1,584,287 

$ 8,507,908 

$ 14,798,894 

965,000 

21,370 
(7,277,356) 

(7,255,986) 

2014 

$ 7,011,433 
15,881 

7,027,314 

741,361 

$ 7,768,675 

$ 14,463,746 

15,881 
( 6, 710,952) 

(6,695,071) 

$ 8,507,908 $ 7,768,675 

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 $7,255,986 as of 
June 30, 2015. 
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INDEPENDENCE CHARTER SCHOOL 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2015 

OVERVIEW OF THE FINANCIAL STATEMENTS (continued) 

Government-Wide Financial Analysis (continued) 

The School's revenues are predominately received from the School District of Philadelphia based on student 
enrollment. For the year ended June 30, 2015, the School's expenditures ($10,021,112) exceeded its revenues 
$9,460,197 by $560,915. 

Revenues: 
Local educational agencies 
State sources 
Federal sources 
Food service 
Other revenue 

Total Revenues 

Expenditures: 
Other instructional programs 
Pupil personnel services 
Instructional staff services 
Administrative services 
Pupil health 
Business services 
Operation and maintenance of plant services 
Other support services 
Student activities 
Food services 
Depreciation expense 

Total expenditures 

Change in net position 

Net position (deficit) - beginning, restated 

NET POSITION (DEFICIT) - ENDING 

Governmental Fund 

2015 

$ 7,885,143 
194,915 
730,970 
379,659 
269,510 

9,460,197 

5,702,979 
268,118 
164,485 

1,300,323 
73,534 

167,263 
1,584,229 

189,921 
211,224 
352,754 

6,282 

10,021,112 

(560,915) 

(6,695,071) 

$ (7,255,986) 

2014 

$ 8,069,938 
668,168 
687,165 
395,610 
156,895 

9,977,776 

5,265,564 
231,529 
184,703 

1,321,657 
78,081 

147,650 
1,571,578 

158,473 
114,778 
344,516 

43,972 

9,462,501 

515,275 

(7 ,210,346) 

$ (6,695,071) 

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 balance of $5,633,270 at June 30, 
2015. 
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INDEPENDENCE CHARTER SCHOOL 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2015 

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. 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital Assets 

As of June 30, 2015, the School's investment in capital assets for its governmental activities totaled $13,383 (net 
of accumulated depreciation and related debt). This investment in capital assets includes furniture for the School 
along with leasehold improvements. 

Long-Term Debt 

As of June 30, 2015, the School had no outstanding long-term debt. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

The School's major source of revenue is the School District of Philadelphia. The Subsidy rates increased 3% in 
fiscal year 2015-2016. The School District has not forecast subsidy rates for the future. 

FUTURE EVENTS THAT WILL FINANCIALLY IMPACT THE SCHOOL 

The School does not foresee any future events at this time that will financially impact the School. 

CONTACTING THE SCHOOL'S FINANCIAL MANAGEMENT 

The financial report is designed to provide interested parties a general overview of the School's finances. 
Questions regarding any of the information provided in this report should be addressed to Chief Executive 
Officer, Independence Charter School, 1600 Lombard Street, Philadelphia, Pennsylvania, 19146. 

COMPONENT UNIT 

Worlds of Opportunity Foundation (Worlds) is a component unit of the School and is reported in a separate 
column in the government-wide financial statements to emphasize that Worlds is legally separate from the 
School. Complete financial statements of Worlds can be obtained at 1600 Lombard Street, Philadelphia, 
Pennsylvania, 19146. 
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INDEPENDENCE CHARTER SCHOOL 
STATEMENT OF NET POSITION 
JUNE 30, 2015 

ASSETS AND DEFERRED OUTFLOWS OF 
RESOURCES 

CURRENT ASSETS 

Cash, cash equivalents and investments 

Restricted cash equivalents 

Federal subsidies receivable 

State subsidies receivable 
Other receivables 

Due from other funds 

Prepaid expenses 

TOTAL CURRENT ASSETS 

NON CURRENT ASSETS 

Capital assets, net 

Restricted cash and cash equivalents, 

net of current portion 

Rent receivable 

TOTAL NONCURRENT ASSETS 

DEFERRED OUTFLOWS OF RESOURCES 

TOT AL ASSETS AND DEFERRED 

OUTFLOWS OF RESOURCES 

See accompanying notes. 

Governmental 
Activities 

$ 6,260,292 

267,152 

136,298 
2,617 

10,000 
80,356 

6,756,715 

13,383 

13,383 

1,584,287 

$ 8,354,385 
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Business-type Component 
Activities Total Unit 

$ 74,000 $ 6,334,292 $ 35,650 

725,701 
43,695 310,847 

2,950 139,248 

2,617 
24,891 34,891 

80,356 

145,536 6,902,251 761,351 

7,987 21,370 13,234,928 

1,219,229 

151,921 

7,987 21,370 14,606,078 

l,584,287 

$ 153,523 $ 8,507,908 $ 15,367,429 



INDEPENDENCE CHARTER SCHOOL 
STATEMENT OF NET POSITION (continued) 
JUNE 30, 2015 

LIABILITIES AND DEFERRED INFLOWS OF 

RESOURCES 

CURRENT LIABILITIES 

Accounts payable and accrued expenses 

Accrued salary and benefits 

Current maturities of long-term debt 
Due to other funds 

Due to student groups 

TOTAL CURRENT LIABILITIES 

LONG-TERM LIABILITIES 

Accrued rent 

Unearned revenue 
Net pension liability 
Bonds payable 

TOT AL LIABILITIES 

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 

TOTAL NET POSITION 

TOT AL LIABILITIES, DEFERRED INFLOWS 
OF RESOURCES AND NET POSITION 

See accompanying notes. 

Governmental 
Activities 

$ 109,344 

925,557 

2,927 
19,719 

1,057,547 

151,921 

65,898 

13,497,000 

14,772,366 

965,000 

13,383 

750,000 
750,000 

4,332,830 
(13,229, 194) 

(7 ,3 82,981) 

$ 8,354,385 
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Business-type Component 
Activities Total Unit 

$ 26,528 $ 135,872 $ 258,081 

925,557 
340,000 

2,927 34,891 

19,719 

26,528 1,084,075 632,972 

151,921 

65,898 

13,497,000 
15,960,000 

26,528 14,798,894 16,592,972 

965,000 

7,987 21,370 

750,000 

750,000 
4,332,830 

119,008 (13,110,186) (1,225,543) 

126,995 (7,255,986) (1,225,543) 

$ 153,523 $ 8,507,908 $ 15,367,429 



INDEPENDENCE CHARTER SCHOOL 
STATEMENT OF ACTIVITIES 
YEAR ENDED JUNE 30 2015 

Charges for 
Ex~enses Services 

FUNCTIONS 

PRIMARY GOVERNMENT 
Governmental activities 

Other instructional programs $ 5,702,979 $ -
Pupil personnel services 268,118 
Instructional staff services 164,485 
Administrative services 1,300,323 
Pupil health 73,534 
Business services 167,263 
Operation and maintenance of 

plant services 1,584,229 
Other support services 189,921 
Student activities 211,224 
Depreciation expense 6,282 

Total governmental activities $ 9,668,358 $ -

Business-type activities 

Food Service 
Total business-type activities $ 352,754 $ 106,718 

Component unit 

Worlds of Opportunity Foundation 

Total component unit $ 1,440,412 $ -

General revenues 

Local educational agencies 

Rental income 
Other revenue 

Total general revenues 

Changes in net position 

Operating 

Grants and 
Contributions 

$ 802,516 

19,218 

104,151 

$ 925,885 

$ 272,941 

$ 

Net position (deficit) - beginning, restated 

Net position (deficit), ending 

See accompanying notes. 
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Net (Expense) Revenues and 
Changes in Net Position 

Governmental Business-type Component 
Activities Activities Total Unit 

$ (4,900,463) $ - $ (4,900,463) $ 
(268,118) (268,118) 
(164,485) (164,485) 

(1,300,323) (I,300,323) 
(54,316) (54,316) 

(167,263) (167,263) 

( 1,480,078) ( 1,480,078) 
(189,921) (189,921) 
(211,224) (211,224) 

(6,282) (6,282) 

(8,742,473) (8,742,473) 

26,905 26,905 

( 1,440,412) 

7,885, 143 7,885,143 
1,216,197 

269,510 269,510 69,607 
8,154,653 8,154,653 1,285,804 

(587,820) 26,905 (560,915) (154,608) 

(6,795,161) 100,090 (6,695,071) (1,070,935) 

$ (7,382,981) $ 126,995 $ (7,255,986) $ (l,225,543) 
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INDEPENDENCE CHARTER SCHOOL 
BALANCE SHEET 
GOVERNMENTAL FUNDS 
JUNE 30, 2015 

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES 

ASSETS 
Cash, cash equivalents and investments 

State subsidies receivable 
Federal subsidies receivable 
Other receivables 
Due from other funds 
Prepaid expenses 

TOTAL ASSETS 

DEFERRED OUTFLOWS OF RESOURCES 

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES 

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND FUND BALANCE 

LIABILITIES 
Accounts payable and accrued expenses 
Accrued salary and benefits 
Due to other funds 
Due to student groups 

TOTAL LIABILITIES 

DEFERRED INFLOWS OF RESOURCES 

Deferred revenue 

FUND BALANCE 
Nonspendable 
Restricted 
Committed 
Assigned 

Unassigned 

TOTAL FUND BALANCE 

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES 
AND FUND BALANCE 

See accompanying notes. 
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$ 6,260,292 
136,298 
267,152 

2,617 

10,000 
80,356 

6,756,715 

$ 6,756,715 

$ 109,344 
925,557 

2,927 
19 719 

1,057,547 

65 898 

80,356 

5,552,914 

5,633,270 

$ 6,756,715 



INDEPENDENCE CHARTER SCHOOL 
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE 

STATEMENT OF NET POSITION 
JUNE 30, 2015 

TOTAL FUND BALANCE, GOVERNMENTAL FUNDS 

Total net position reported for governmental activities in the statement of net 
position is different because: 

Long-term liabilities that pertain to governmental funds, including 
notes payable, capitalized lease obligations and accrued rent, are 
not due and payable in the current period and therefore are not 
reported as fund liabilities. All liabilities - both current and long
term- are reported in the statement of net position. Balances at year 
end are: 

Deferred rent 
Net pension liability 

Deferred outflows and inflows of resources related to pensions are 
applicable to future periods and, therefore, are not reported in the funds: 

Deferred outflows of resources related to pensions 
Deferred inflows of resources related to pensions 

Capital assets used in governmental funds are not financial 
resources and, therefore, are not reported in the funds. Those 

assets consist of : 

Leasehold improvements 
Machinery and equipment 
Software 

Less accumulated depreciation 

TOTAL NET POSITION OF GOVERNMENTAL ACTIVITIES IN THE 

STATEMENT OF NET POSITION 

See accompanying notes. 
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1,410,059 
244,977 

29,165 
( 1,670,818) 

$ 5,633,270 

(151,921) 
(13,497,000) 

1,584,287 
(965,000) 

13,383 

$ (7,382,981) 



INDEPENDENCE CHARTER SCHOOL 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 
GOVERNMENTAL FUNDS 
YEAR ENDED JUNE 30, 2015 

REVENUES 

Local educational agencies 

Other local sources 

State sources 

Federal sources 

TOTAL REVENUES 

EXPENDITURES 

Instructional 
Support services 
Non-instructional services 

TOTAL EXPENDITURES 

NET CHANGE IN FUND BALANCE 

FUND BALANCE, BEGINNING 

FUND BALANCE, ENDING 

See accompanying notes. 

- 13 -

$ 7,885,143 

269,510 
194,915 
730,970 

9,080,538 

5,316,612 
3,645,684 

200,003 

9,162,299 

(81,761) 

5,715,031 

$ 5,633,270 



INDEPENDENCE CHARTER SCHOOL 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT 
OF ACTIVITIES 

YEAR ENDED JUNE 30, 2015 

NETCHANGEINFUNDBALANCE-TOTALGOVERNMENTALFUNDS $ (81,761) 

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

Governmental funds do not report deferred rent as expenditures. However, 
in the statement of activities, deferred rent is reported as an expense, 

as follows: 

Rent expense 4,033 
4,033 

Basis of capital assets disposed during the current year not reported in 
the governmental funds. 

Governmental funds report district pension contributions as expenditures. 
However in the Statement of Activities, the cost of pension related benefits 
earned net of employee contributions is reported as pension expense. 

School pension contributions 829,926 
Costs of pension benefits earned, net of employee contributions (1,349,000) 

(519,074) 

Governmental funds report capital outlays as expenditures. However, in the 
statement of activities, assets are capitalized and the cost is allocated over 
their estimated useful lives and reported as depreciation expense, as follows: 

Capital outlays 15,264 
Depreciation expense (6,282) 

8,982 

CHANGES IN NET POSITION OF GOVERNMENTAL 
ACTIVITIES - STATEMENT OF ACTIVITIES $ (587,820) 

See accompanying notes. 
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INDEPENDENCE CHARTER SCHOOL 
STATEMENT OF NET POSITION 
PROPRIETARY FUND - FOOD SERVICE FUND 
JUNE 30, 2015 

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES 

CURRENT ASSETS 
Cash 
Federal subsidies receivable 
State subsidies receivable 

Due from other funds 
TOTAL CURRENT ASSETS 

CAPITAL ASSETS, NET 

DEFERRED OUTFLOWS OF RESOURCES 

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES 

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION 

CURRENT LIABILITIES 
Accounts payable and accrued expenses 

TOTAL LIABILITIES 

DEFERRED INFLOWS OF RESOURCES 

NET POSITION 

Invested in capital assets 
Unrestricted 

TOTAL NET POSITION 

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES 
AND NET POSITION 

See accompanying notes. 

- 15 -

$ 74,000 

43,695 
2,950 

24,891 

145,536 

7,987 

$ 153,523 

$ 26,528 
26,528 

7,987 
119,008 

126,995 

$ 153,523 



INDEPENDENCE CHARTER SCHOOL 
STATEMENT OF ACTIVITIES 
PROPRIETARY FUND - FOOD SERVICE FUND 
YEAR ENDED JUNE 30, 2015 

REVENUES 
Revenue from students 
Revenue from federal sources 
Revenue from state sources 

TOTAL REVENUES 

EXPENSES 

Advertising 
Bank service charges 
Depreciation 
Equipment 
Food service management 

Office 
Professional service 
Repairs and maintenance 
Salaries and benefits 

TOTAL EXPENSES 

NET INCOME BEFORE TRANSFERS 

OPERA TING TRANSFERS 

CHANGE IN NET POSITION 

NET POSITION, BEGINNING 

NET POSITION, ENDING 

See accompanying notes. 
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$ 106,718 
255,757 

17, 184 

379,659 

4,117 
4,334 
3,493 

470 
324,008 

3,433 

2,774 
10,125 

352,754 

26,905 

26,905 

100,090 

$ 126,995 



INDEPENDENCE CHARTER SCHOOL 
STATEMENT OF CASH FLOWS 

PROPRIETARY FUND - FOOD SERVICE FUND 
YEAR ENDED JUNE 30, 2015 

CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts from students 
Receipts from federal sources 
Receipts from state sources 
Payments to suppliers for goods and services 
Payments to employees 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH USED BY NONCAPIT AL FINANCING ACTIVITIES 

Due to other internal funds 
NET CASH USED BY NONCAPITAL FINANCING ACTIVITIES 

TOTAL INCREASE IN CASH 

CASH, BEGINNING 

CASH, ENDING 

RECONCILIATION OF CHANGE IN NET POSITION FROM OPERATIONS TO 
NET CASH PROVIDED BY OPERATING ACTIVITIES 

Change in net position from operations 
Adjustment to reconcile operating gain to net cash provided by operating activities 

Depreciation 
Changes in assets and liabilities 

Federal subsidies receivable 
State subsidies receivable 
Other receivable 
Prepaid expense 
Accounts payable 

Total adjustments 

NET CASH PROVIDED BY OPERA TING ACTIVITIES 

See accompanying notes. 
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$ 106,718 
265,888 

17,768 
(336,025) 
(10,125) 

44,224 

(41,680) 
(41,680) 

2,544 

71,456 

$ 74,000 

$ 26,905 

3,493 

10,131 
584 

111 
17,319 

$ 44,224 



INDEPENDENCE CHARTER SCHOOL 
STATEMENT OF FIDUCIARY NET POSITION 
FIDUCIARY FUNDS 
JUNE 30, 2015 

ASSETS 

Cash and cash equivalents 

TOTAL ASSETS 

LIABILITIES 
Due to student groups 

TOT AL LIABILITIES 

See accompanying notes. 
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Agency 
Funds 

$ 19,719 

$ 19,719 

$ 19,719 

$ 19,719 



INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTEl SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization and Nature of Activities 

Independence Charter School (the School) is organized as a nonprofit corporation in Pennsylvania to operate a 
charter school in accordance with Pennsylvania Act 22of1997 (the Act), and is operating under a charter school 
contract through 2017, which may be renewed for an additional term. The School is located in Philadelphia, 
Pennsylvania, and began operations in September 2001. During the 2014-2015 school year, the School serviced 
children in grades K through 8. 

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. The decision to include the component unit in the School's reporting entity is based 
on several criteria, including legal standing, fiscal dependency, and financial accountability. 

Component Unit 

Worlds of Opportunity Foundation (Worlds) is a legally separate, tax-exempt component unit of the School. 
Worlds was organized to acquire and construct the School's facilities. Although the School does not control the 
timing or amounts of receipts from Worlds, the majority of resources, and income thereon that Worlds holds is 
restricted to the activities of the School. Because these restricted resources held by Worlds can only be used by or 
for the benefit of the School, Worlds is considered a component unit of the School and is discretely presented in 
the School's financial statements. 

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. 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

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 funds: 

General Fund - The general fund is the operating fund of the School and accounts for all 
revenues and expenditures of the School. 

The School reports the following proprietary fund: 

Food Service Fund - Enterprise funds are required to be used to account for operations for which 
a fee is charged to external users for goods and services and the activity (a) is financed with debt 
that is solely secured by a pledge of the net revenues, (b) has third-party requirements that the 
cost of providing services, including capital costs, be recovered with fees and charges, or ( c) 
establishes fees and charges based on a pricing policy designed to recover similar costs. 

The following fund is a nonmajor fund of the School included in other governmental funds: 

Student Activities Fund - Used to account for assets held by the School for student groups and 
are available to the students. The student activities fund is custodial in nature and does not have a 
measurement focus. 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

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 ofrelated debt." 

In accordance with the provisions of GASB Statement 65, (see recent pronouncements) certain items previously 
reported as assets and liabilities are now reported as deferred outflows of resources and deferred inflows of 
resources. Specifically, grant revenue previously reported as deferred revenue is now reported as a deferred 
inflow of resources. 

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 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

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. 

Fair Value Measurements 

F ASB ASC 820 establishes a framework for measuring fair value. That framework provides a fair value 
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the 
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 
measurements) and the lowest priority to unobservable inputs (Level 3 measurements). Categorization within the 
valuation hierarchy is based upon the lowest level of input that is significant to the fair value measurement. 
Valuation techniques used need to maximize the use of observable inputs and minimize the use of unobservable 
inputs. Under the new standard, fair value is defined as the exit price, or the amount that would be received to sell 
an asset or paid to transfer a liability in an orderly transaction between market participants as of the measurement 
date. 

The three (3) levels of the fair value hierarchy under FASB ASC 820 are described as follows: 

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices in active markets for 
identical assets or liabilities; 

Level 2 - Inputs to the valuation methodology are inputs other than quoted market prices that are 
observable for the asset or liability; 

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement of the asset or liability. 

As of June 30, 2015, Worlds had investments in money market funds of $1,980,580 in cash and cash equivalents 
classified as Level 1, and no financial assets or liabilities in the Level 2 or 3 hierarchy. 

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. 

The School's cash consists of cash on hand and demand deposits. 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Prepaid Expenses 

Prepaid expenses include payments to vendors for services applicable to future accounting periods such as rental 
payments and insurance premiums. 

Receivables 

Receivables primarily consist of amounts due from the Pennsylvania Department of Education for federal and 
state grants and subsidies. Receivables are stated at the amount management expects to collect. As of June 30, 
2015, based on historical experience, no allowance has been established. 

Capital Assets 

Capital assets, which include leasehold improvements and furniture and equipment, are reported in the 
government-wide financial statements. All capital assets are capitalized at cost and updated for additions and 
retirements during the year. The School does not possess any infrastructure. Worlds holds the building and 
related debt. Improvements are capitalized; 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 are depreciated 
using the straight-line method over the estimated useful lives of the assets, which range from five to forty years. 

Accrued Rent 

The School leases its facilities from Worlds under a 30 year lease which began in November 2007. 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 and Worlds are exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue 
Code. 

Unce1tain Tax Positions 

The School and Worlds account 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, 2015, 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 and Worlds each file Federal Form 990 (Return of Organization Exempt From Income Tax). With 
few exceptions they are no longer subject to U.S. federal and state tax examinations by taxing authorities for years 
before fiscal year ended June 30, 2012. 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Recent Pronouncements 

In March 2012, the GASB issued Statement No. 65 "Items Previously Reported as Assets and Liabilities". 
Statement No. 65 reclassifies items previously reported as assets and liabilities into deferred outflows and deferred 
inflows of resources. It also limits the use of the term "deferred" to only items reported as deferred outflows of 
resources or deferred inflows of resources. This statement is effective for financial statements for periods 
beginning after December 15, 2012. The School has implemented this statement for the year ended June 30, 2014. 

GASB Statement No. 66, "Technical Corrections-2012-an Amendment of GASB Statements No. 10 and No. 62" 
was issued in June 2012. The objective of this statement is to improve accounting and financial reporting for a 
governmental financial reporting entity by resolving conflicting guidance that resulted from the issuance of two 
pronouncements, Statement No. 54, "Fund Balance Reporting and Governmental Fund Type Definitions'', and No. 
62, "Codification of Accounting and Financial Reporting Guidance" Contained in Pre-November 30, 1989 F ASB 
and AICP A Pronouncements. This statement is effective for financial statements for fiscal years beginning after 
December 15, 2012. The School has implemented this statement for the year ended June 30, 2014. 

GASB Statement No. 67, "Financial Reporting for Pension Plans -An Amendment to GASB Statement No. 25" 
was issued in June 2012. The objective of this statement is to improve financial reporting of pension plans through 
enhanced note disclosures and schedules of required supplementary information about measures of net pension 
liabilities and explanations of how and why those liabilities changed from year to year. This statement is effective 
for pension plan financial statements for fiscal years beginning after June 15, 2013. The Public School 
Employees' Retirement System (PSERS) has implemented this statement for the year ended June 30, 2014, and the 
School will include required disclosures. 

For the fiscal year ended June 30, 2015, the School adopted GASB Statement No. 68, Accounting and Financial 
Reporting for Pensions - an amendment of GASB Statement No. 27, and GASB Statement No. 71, Pension 
Transition for Contributions Made Subsequent to the Measurement Date - an amendment of GASB Statement No. 
68. As a result of adopting such Statements, the School was required to measure and recognize liabilities, deferred 
outflows of resources, deferred inflows of resources, and expense/expenditures related to their defined benefit 
pensions. The cumulative effect of adopting GASB Statements No. 68 and No. 71 totaled $13,100,000, and was 
recognized as a restatement of the School's June 30, 2014 net position on the statement of activities (see Note 12). 

NOTE2 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. The Foundation is also not covered under this act. 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE2 CASH (continued) 

As of June 30, 2015 the total cash balances per the financial statements is $6,260,292, $74,000, and $1,980,580 
which includes net outstanding checks for Governmental Activities, Business-Type Activities, and the 
Component Unit, respectively. 

U nco llateralized 
Collateralized by securities held by the pledging 

financial institution 
Collateralized by securities held by the pledging 

financial institution's trust department or agent but 

not in the depositor School's name 

Total 

NOTE3 RECEIVABLES 

Governmental Business-Type 
Activities Activity 

Component 
Unit 

$ - $ - $ 1,665,912 

6,211,621 

$ 6,211,621 $ - $ 1,665,912 
===== 

Receivables as of June 30, 2015, consisted of subsidies from federal, state, local, and other sources. All 
receivables are considered collectible due to the stable condition of the federal, state, and local programs. 

A summary of receivables is as follows: 

Governmental Business-Type 
Activities Activity 

Federal $ 267,152 $ 43,695 
State 136,298 2,950 
Other sources 2,617 

$ 406,067 $ 46,645 

NOTE4 LOCAL EDUCATIONAL AGENCY ASSISTANCE (REVENUE) 

The School receives funding from the School District of Philadelphia on a monthly basis based on enrollment. 
The rate of funding per student is determined on an annual basis. 

Charter schools are funded by the local public school district. For non-special education students, a charter school 
receives for each student enrolled no less than the budgeted total expenditure per average daily membership of the 
prior school year as defined by the Act. For the year ended June 30, 2015, the rate for the majority of the students 
was $7,990 per year per student, plus additional funding for special education students and transportation. The 
annual rate is paid monthly and is prorated if a student enters or leaves during the year. Total revenue from 
student enrollment was $7,885,143 for the year ended June 30, 2015. 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTES CAP IT AL ASSETS 

Capital asset activity for the year ended June 30, 2015, was as follows: 

Balance 
Governmental activities: Jul~ 1, 2014 Additions 

Leasehold improvements $ 1,410,059 $ - $ 
Furniture and equipment 229,713 15,264 
Software 29,165 

Less: accumulated depreciation (1,664,536) (6,282) 

Governmental capital assets, net $ 4,401 $ 8,982 $ 

Balance 
Business-type activities: Jul~ 1, 2014 Additions 

Leasehold improvements $ 7,500 $ - $ 
Furniture and equipment 48,168 

Less: accumulated depreciation (44,188) (3,493) 

Business-type activities capital assets, net $ 11,480 $ (3,493) $ 

Balance 
Component unit: July 1, 2014 Additions 

Land $ 660,750 $ - $ 
Building and improvements 15,099,682 
Furniture and equipment 723,465 

Less: accumulated depreciation (2,757,734) (491,235) 

Component unit capital assets, net $ 13,726,163 $ (491,235) $ 

Balance 
Diseosals June 30, 2015 

- $ 1,410,059 
244,977 

29,165 
(1,670,818) 

- $ 13,383 

Balance 
Diseosals June 30, 2015 

- $ 7,500 
48,168 

(47,681) 

- $ 7,987 

Balance 
Diseosals June 30, 2015 

- $ 660,750 
15,099,682 

723,465 
(3,248,969) 

- $ 13,234,928 

As of June 30, 2015, depreciation expense was $6,282, $3,493, and $491,235 for Governmental Activities, 
Business-Type Activities, and the Component Unit, respectively. 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE6 RETIREMENT PLAN 

The School contributes to the Public School Employees' Retirement System (the System), a governmental cost
sharing, multiple-employer defined benefit pension plan administered by the Pennsylvania Public School 
Employees' Retirement System, which provides retirement and disability benefits, 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) 
assigns the authority to establish and amend benefit provisions to the System. 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. Weit, Office of Financial Management, 
P.O. Box 125, Harrisburg, Pennsylvania, 17108-0125. This publication is also available on the PSERS website at 
http://www.psers.state.pa.us/publications/general/cafr.htm. 

The contribution policy is established in the Public School Employees' Retirement Code and requires 
contributions by active members, employers, and the Commonwealth. 

Member contributions are as follows: 

• Active members who joined the System prior to July 22, 1983, contribute at 5.25% (Membership 
Class T-C) or at 6.50% (Membership Class T-D) of the member's qualifying compensation. 

• Members who joined the System prior to, on, or after July 22, 1983 through and including June 
30, 2011, contribute at 6.25% (Membership Class T-C) or at 7.50% (Membership Class T-D) of 
the member's qualifying compensation. 

• Members who joined the System after June 30, 2011, can choose between two classes of 
membership and, therefore, two different base contribution rates that are subject to a limited 
fluctuation based on a "shared risk". Membership Class T-E members have a base employee 
contribution rate of 7 .5%, with shared risk contribution rate levels from 7 .5% through and 
including 9.5%. Membership Class T-F members have a base employee contribution rate of 
10.3%, with shared risk contribution rate levels from 10.3% through and including 12.3%. 

With the "shared risk" program, members benefit when investments of the fund are doing well and share some of 
the risk when investments underperform. Membership Class T-E or T-F contribution rates stay within the 
specified range, but may increase or decrease by .5% with the specified range once every three years, starting July 
1, 2015. The contribution rates for these two membership classes will never go below the base rent or above the 
highest percentage rate. 

Contributions required of the School are based upon the most recent actuarial valuation (June 30, 2014). For the 
fiscal year ended June 30, 2015, the rate of the School's contribution was 21.40% of covered payroll. The 
21.40% rate is composed of a pension contribution rate of 20.50% for pension benefits and 0.90% for healthcare 
insurance premium assistance. Payroll expense for employees covered by the System for the year ended June 30, 
2015, was approximately $4,165,000. The School's contributions to the System for the years ended June 30, 
2015, 2014, and 2013, amounted to $829,926, $741,361, and $494,960, respectively. 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE6 RETIREMENT PLAN (continued) 

Employer Contributions 

The school districts' contractually required contribution rate for fiscal year ended June 30, 2015 was 20.50% of 
covered payroll, actuarially determined as an amount that, when combined with employee contributions, is 
expected to finance the costs of benefits earned by employees during the year, with an additional amount to 
finance any unfunded accrued liability. Contributions to the pension plan from the District were $829,926 for the 
year ended June 30, 2015. 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources 
Related to Pensions 

At June 30, 2015, the District reported a liability of $13,497,000 for its proportionate share of the net pension 
liability. The net pension liability was measured as of June 30, 2014, and the total pension liability used to 
calculate the net pension liability was determined by rolling forward the System's total pension liability as of June 
30, 2013 to June 30, 2014. The District's proportion of the net pension liability was calculated utilizing the 
employer's one-year reported covered payroll as it related to the total one-year reported covered payroll. At June 
30, 2014, the District's proportion was .0341 percent, which was an increase of .0021 percent from its proportion 
measured as of June 30, 2013. 

For the year ended June 30, 2015, the District recognized pension expense of $1,349,000. At June 30, 2015, the 
District reported deferred outflows of resources and deferred inflows of resources related to pensions from the 
following sources: 

Deferred Deferred 
Outflows Inflows 

of Resources of Resources 

Changes in proportions $ 526,000 $ 
Net difference between projected and actual 

investment earnings 965,000 
Difference between employer contributions and 

proportionate share of total contributions 228,361 
Contributions subsequent to the measurement date 829,926 

$ 1,584,287 $ 965,000 

$829,926 reported as deferred outflows of resources related to pensions resulting from District contributions 
subsequent to the measurement date will be recognized as reduction of the net pension liability in the year ended 
June 30, 2015. Other amounts reported as deferred outflows of resources and deferred inflows of resources 
related to pensions will be recognized in pension expense as follows: 

Years ending June 30, 

2016 
2017 
2018 
2019 
2020 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE6 RETIREMENT PLAN (continued) 

Actuarial Assumptions 

The total pension liability as of June 30, 2014 was determined by rolling forward the System's total pension 
liability as of June 30, 2013 actuarial valuation to June 30, 2014 using the following actuarial assumptions, 
applied to all periods included in the measurement: 

• Actuarial cost method - Entry Age Normal - level % of pay 
• Investment return - 7.50%, includes inflation at 3 .00% 
• Salary increases - Effective average of 5.50%, which reflects an allowance for inflation of 3.00%, 

real wage growth of 1 %, and merit or seniority increases of 1.50% 
• Mortality rates were based on the RP-2000 Combined Healthy Annuitant Tables (male and female) 

with age set back 3 years for both males and females. For disabled annuitants the RP-2000 
Combined Disabled Tables (male and female) with age set back 7 years for males and 3 years for 
females. 

The actuarial assumptions used in the June 30, 2013 valuation were based on the experience study that was 
performed for the five-year period ending June 30, 2010. The recommended assumption changes based on this 
experience study were adopted by the Board at its March 11, 2011 Board meeting, and were effective beginning 
with the June 30, 2011 actuarial valuation. 

The long-term expected rate of return on pension plan investments was determined using a building-block method 
in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan 
investment expense and inflation) are developed for each major asset class. These ranges are combined to 
produce the long-term expected rate of return by weighing the expected future real rates of return by the target 
asset allocation percentage and by adding expected inflation. 

The pension plan's policy in regard to the allocation of invested plan assets is established and may be amended by 
the Board. Plan assets are managed with a long-term objective of achieving and maintaining a fully funded status 
for the benefits provided through the pension. 

Asset Class 

Public markets global equity 
Private markets (equity) 
Private real estate 
Global fixed income 
U.S. long treasuries 
TIPS 
High yield bonds 
Cash 
Absolute return 
Risk parity 
MLPs/Infrastructure 
Commodities 
Financing (LIBOR) 
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Target 
Allocation 

19% 
21% 
13% 
8% 
3% 

12% 
6% 
3% 

10% 
5% 
3% 
6% 

-9% 

~ 

Long-Term 
Expected 

Real Rate 
of Return 

5.0% 
6.5% 
4.7% 
2.0% 
1.4% 
1.2% 
1.7% 
0.9% 
4.8% 
3.9% 
5.3% 
3.3% 
1.1% 



INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE6 RETIREMENT PLAN (continued) 

The table on the previous page was the Board's adopted asset allocation policy and best estimates of geometric 
real rates ofreturn for each major assets class as of June 30, 2014. 

Discount Rate 

The discount rate used to measure the total pension liability was 7.50%. The projection of cash flows used to 
determine the discount rate assumed that contributions from plan members will be made at the current 
contribution rate and that contributions from employers will be made at contractually required rates, actuarially 
determined. Based on those assumptions, the pension plan's fiduciary net position was projected to be available 
to make all projected future benefit payments of current plan members. Therefore, the long-term expected rate of 
return on pension plan investments was applied to all periods of projected benefit payments to determine the total 
pension liability. 

Sensitivity of the District's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 

The following presents the net pension liability, calculated using the discount rate of 7 .50%, as well as what the 
net pension liability would be if it were calculated using a discount rate that is 1 percentage point lower (6.50%) 
or 1 percentage point higher (8.50%) that the current rate: 

District's proportionate share of the net pension liability 

Pension Plan Fiduciary Net Position 

Current 
1 % Decrease Discount Rate 

6.50% 7.50% 
1% Increase 

8.50% 

$ 16,836,000 $ 13,497,000 $ 10,647,000 

Detailed information about PSERS' fiduciary net position is available in PSERS Comprehensive Annual 
Financial Report which can be found on the System's website at www.psers.state.pa.us. 

Alternative Retirement Plan 

During the fiscal year ended June 30, 2015 the School established an employer-sponsored deferred compensation 
defined contribution plan (the Plan). This retirement plan provides for salary deferrals pursuant to section 403(b) 
of the Internal Revenue Code. The Plan covers all full-time employees who are not participating in the PSERS 
Retirement Plan. Employees of the School contribute 5% of their salary and the School also contributes 5% to the 
Plan on the employee's behalf. Retirement Plan contributions by the School for the year ended June 30, 2015 
were $17,143. 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE7 LONG-TERM DEBT 

On September 19, 2007, Worlds borrowed $17 ,800,000 of Series A and $200,000 of Series B bonds for the 
construction and improvement of a building to be used by the School as its facilities. The loan is payable in semi
annual payments of principal and interest, which correspond as to amounts and due dates to the principal or 
redemption price of the bonds that were issued on behalf of Worlds by the Philadelphia Authority for Industrial 
Development. The bonds are secured by the assets of both Worlds and the School. The balance payable on the 
loan was $16,300,000 as of June 30, 2015. The $200,000 Series B bonds for construction and improvement of a 
building was repaid as of June 30, 2010. 

The School is a co-borrower with Worlds on long-term debt used for the construction and improvement of a 
building to be used by the School as its facilities. 

Following are changes in long-term debt for the year ended June 30, 2015: 

Balance Balance Amount 
July 31, June 30, Due within 

2014 Increase Decrease 2015 One Year 

Long-term debt $ 16,625,000 - $ 325,000 $ 16,300,000 $ 340,000 

Future maturities of long-term debt are as follows: 

Years ending June 30, Principal Interest Total 

2016 $ 340,000 $ 870,382 $ 1,210,382 
2017 360,000 851,256 1,211,256 
2018 380,000 831,055 1,211,055 
2019 400,000 810,017 1,210,017 
2020 425,000 787,768 1,212,768 

2021-2025 2,485,000 3,561,745 6,046,745 
2026-2030 3,240,000 2,792,174 6,032,174 
2031-2035 4,265,000 1,755,520 6,020,520 
2036-2037 4,405,000 366,724 4,771,724 

$ 16,300,000 $ 12,626,641 $ 28,926,641 
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INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTES 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, 2015, the Board of Trustees has established fund balance designations as 
follows: 

Fund Balances: 
Nonspendable 
Restricted for 
Committed to: 

Capital repair and replacement fund 
Subsidy shortfall 
MSA goals achievement 
Growth 
Working Capital contingency 

Assigned 
Unassigned 

Total fund balances: 

NOTE9 GRANT CONTINGENCIES 

Governmental 
Funds 

$ 80,356 

750,000 
1,500,000 

500,000 
250,000 

2,552,914 

$ 5,633,270 

Grants received are subject to audit and adjustment by grantor agencies. Any disallowed claims, including 
amounts already collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures 
that may be disallowed by the grantor cannot be determined at this time, although the School expects such 
amounts, if any, to be immaterial. 

NOTE 10 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. 

- 32 -



INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE 11 RELATED-PARTY ARRANGEMENTS 

In November 2007, the School entered into a 30-year lease with Worlds. All costs of the building such as 
utilities, assessments, and taxes are paid by the School. In accordance with Financial Accounting Standards 
Board (F ASB) Accounting Standards Codification (ASC) 840, Accounting for Leases, rental payments are 
recognized on a straight-line basis over the term of the lease. The difference between the actual rent paid and the 
expense charged is an increase or decrease to accrued rent in the accompanying statement of net position. 

Worlds leases 100% of its rental facility to the School under a long-term operating lease. 

Future minimum rentals are as follows: 

Years Ending June 30, 

2016 

2017 
2018 
2019 
2020 

Thereafter 

$ 1,276,224 

1,277,098 
1,276,896 
1,279,816 
1,278,609 

22,096,854 

$ 28,485,497 

Rent expense was $1,216,197 for the year ended June 30, 2015. 

NOTE 12 CHANGE IN ACCOUNTING PRINCIPLE 

During the current year the School implemented GASB Statement No. 68 Accounting and Financial Reporting 
for Pensions - an amendment of GASB Statement No. 27 and GASB Statement No. 71, Pension Transition for 
Contributions Made Subsequent to the Measurement Date - an amendment of GASB Statement No. 68. This 
statement changes the accounting for pensions by recording the District's portion of net pension liability and 
deferred inflows and outflows related to pensions. As a result of implementing this statement, a prior period 
adjustment is required for the beginning net pension liability and defen-ed outflows for the School's contributions 
made during fiscal year 2014. The effect is a reduction in the net position of governmental activities of 
$12,358,639. 

Beginning net position as previously reported at June 30, 2014 

Prior period adjustment - Implementation of GASB 68: 
Net pension liability 
Deferred outflows - District's contributions made during 

fiscal year 2014 
Total prior period adjustment 

Net position, as restated, July 1, 2014 
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$ 5,563,478 

(13,100,000) 

741,361 
(12,358,639) 

$ (6,795,161) 



INDEPENDENCE CHARTER SCHOOL 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2015 

NOTE 13 SUBSEQUENT EVENTS 

The School has evaluated all events and transactions that have occurred after June 30, 2015 (the financial 
statement date) through December 17, 2015, 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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INDEPENDENCE CHARTER SCHOOL 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 
- BUDGET AND ACTUAL (BUDGETARY BASIS) - (UNAUDITED) 
GENERAL FUND 
YEAR ENDED JUNE 30, 2015 

Budgeted Amounts 
Original Final Actual 

REVENUES 
Local educational agencies $ 7,781,074 $ 7,737,999 7,885,143 

Other sources 238,609 238,609 269,510 

State sources 111,520 176,343 194,915 
Federal sources 682,550 908,452 730,970 

TOTAL REVENUES 8,813,753 9,061,403 9,080,538 

EXPENDITURES 
Instruction 5,290,011 5,477,349 5,316,612 

Support services 3,952,035 4,008,347 3,645,684 

Non-instructional services 110,206 114,206 200,003 

TOTAL EXPENDITURES 9,352,252 9,599,902 9,162,299 

NET CHANGE IN FUND BALANCE (538,499) (538,499) (81,761) 

FUND BALANCE 
Fund balance - beginning of year 5,715,031 5,715,031 5,715,031 

FUND BALANCE - END OF YEAR $ 5,176,532 $ 5,176,532 $ 5,633,270 

See accompanying notes. 
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Variance 
with 

Final Budget 

$ 147,144 
30,901 
18,572 

(177,482) 
19,135 

(160,737) 
(362,663) 

85,797 
(437,603) 

456,738 

$ 456,738 



INDEPENDENCE CHARTER SCHOOL 
SCHEDULE OF THE SCHOOL'S PROPORTIONATE SHARE OF THE 
NET PENSION LIABILITY 

Last 10 Fiscal Years* 

School's proportion of the net pension liability 

School's proportionate share of the net pension liability 

School's covered-employee payroll 

School's proportionate share of the net pension liability 
as a percentage of its covered employee payroll 

Plan fiduciary net position as a percentage of the 
total plan liability 

Amounts were determined as of the cost-sharing plan's June 30, 2014 fiscal year. 

June 30, 2015 

0.0341% 

$ 13,497,000 

$ 4,353,037 

310.06% 

57.24% 

* This schedule is presented to illustrate the requirement to show information for 10 years. 
However, until a full 10-year trend is complete, available information is presented. 

See accompanying notes. 
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June 30, 2014 

0.0320% 

$ 13,100,000 

$ 4,104,866 

319.13% 

54.49% 



INDEPENDENCE CHARTER SCHOOL 
SCHEDULE OF SCHOOL CONTRIBUTIONS 
PENSION PLAN 

Last 10 Fiscal Years* 

Contractually required contribution 

Contributions in relation to the contractually required contribution 

Contribution deficiency (excess) 

School's covered-employee payroll 

Contributions as a percentage of covered-employee payroll 

Amounts were determined as of the cost-sharing plan's June 30, 2014 fiscal year. 

June 30, 2015 

$ 829,926 

$ (829,926) 

$ 

$ 4,203,976 

19.74% 

* This schedule is presented to illustrate the requirement to show information for I 0 years. 
However, until a full 10-year trend is complete, available information is presented. 

See accompanying notes. 
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June 30, 2014 

$ 741,361 

$ (741,361) 

$ 

$ 4,353,037 

17.03% 



SINGLE AUDIT REQUIREMENTS 



INDEPENDENCE CHARTER SCHOOL 
SCHEDULE OF EXPENDITURES OF FEDERAL A WARDS 
YEAR ENDED JUNE 30, 2015 

Federal 
Grantor Program Title CFDANumber 

U.S. DEPARTMENT OF EDUCATION 

PASS-THROUGH 
PENNSYLVANIA DEPARTMENT OF EDUCATION 

Title I Grants to LEAs 84.010 
State Grants Improving Teacher Quality 84.367 
State Grants English Language Acquisition 84.365 
After School Learning Center Formula Award 84.287 

PASS-THROUGH 
SCHOOL DISTRICT OF PHILADELPHIA IDEA PART B 

Idea Part B 84.027 

PASS-THROUGH 

ARRA - SCHOOL DISTRICT OF PHILADELPHIA 

Race to the Top 84.416 

U.S. DEPARTMENT OF AGRICULTURE 

PASS-THROUGH 
PENNSYLVANIA DEPARTMENT OF EDUCATION 

National School Lunch Program 10.555 
School Breakfast Program 10.553 

TOTAL FEDERAL AW ARDS AND ASSISTANCE 

See notes to schedule of expenditures of federal awards and assistance. 
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Pass-Through 
Grantor's 
Number Expenditures 

013-150995 495,241 
020-150995 17,555 
010-150995 11,406 

NIA 84,788 

NIA 106,078 

NIA 15,902 

362 185,078 
367 70,679 

$ 986,727 



INDEPENDENCE CHARTER SCHOOL 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 
JUNE 30, 2015 

1. Basis of Presentation 

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal grant 
activity of Independence Charter School under programs of the federal government for the year ended 
June 30, 2015. The information in this schedule is presented in accordance with the requirements of 
OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations. Because the 
schedule presents only a selected portion of the operations of Independence Charter School, it is not 
intended to and does not present the financial position, change in net assets, or cash flows of 
Independence Charter School. 

2. Summary of Significant Accounting Policies 

Expenditures reported on the Schedule are rep011ed on the accrual basis of accounting. Such expenditures 
are recognized following the cost principles contained in OMB's Uniform Administrative Requirements, 
Cost, Principles, and Audit Requirements for Federal Awards (Uniform Guidance), wherein certain types 
of expenditures are not allowable or are limited as to reimbursement. 

Pass-through entity identifying numbers are presented where available. 

3. Relationship to Financial Statements 

Federal financial assistance revenue is reported in the School's financial statements as part of Federal 
sources and as part of the Proprietary fund revenue was $986,727 for the year ended June 30, 2015. 

4. Major Programs 

The program tested as major programs in accordance with the requirements of OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations is: 

Title I Grants to LEAs CFDA #84.010 
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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 

To the Board of Trustees 
Independence Charter School 
Philadelphia, Pennsylvania 

WITH GOVERNMENT AUDITING STANDARDS 

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, the business
type activities, the aggregate discretely presented component unit, each major fund, and the aggregate remaining 
fund information of Independence Charter School, as of and for the year ended June 30, 2015, 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 17, 2015. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Independence Charter School'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 material 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 Chatter School'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 17, 2015 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON 
INTERNALCONTROLOVERCOMPLIANCEREQUIREDBY 

To the Board of Trustees 
Independence Charter School 
Philadelphia, Pennsylvania 

OMB CIRCULAR A-133 

Report on Compliance for Each Major Federal Program 

We have audited Independence Charter School's compliance with the types of compliance requirements described 
in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of the 
School's major federal programs for the year ended June 30, 2015. The School's major federal programs are 
identified in the summary of auditor's results section of the accompanying schedule of findings and questioned 
costs. 

Management's Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its federal programs. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance for each of the School's major federal programs based 
on our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in 
accordance with auditing standards generally accepted in the United States of America; the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those 
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance 
about whether noncompliance with the types of compliance requirements referred to above that could have a 
direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, 
evidence about Independence Charter School's compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
program. However, our audit does not provide a legal determination of the School's compliance. 

Opinion on Each Major Federal Program 

In our opinion, Independence Charter School, complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major federal programs 
for the year ended June 30, 2015. 
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Report on Internal Control Over Compliance 

Management of Independence Charter School is responsible for establishing and maintaining effective internal 
control over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the School's internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the auditing 
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for 
each major federal program and to test and report on internal control over compliance in accordance with OMB 
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, we do not express an opinion on the effectiveness of Independence Charter School's 
internal control over compliance. 

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

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

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133. 
Accordingly, this report is not suitable for any other purpose. 

Merchantville, New Jersey 
December 17, 2015 
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INDEPENDENCE CHARTER SCHOOL 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
YEAR ENDED JUNE 30, 2015 

SUMMARY OF AUDITORS' RESULTS 

1. The auditors' report expresses an unmodified opinion on the financial statements of Independence Charter 
School (the School). 

2. No significant deficiencies relating to the audit of the financial statements are reported in the 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. 

3. No instances of noncompliance material to the financial statements of the School, which would be required to 
be reported in accordance with Government Auditing Standards, were disclosed during the audit. 

4. No significant deficiencies relating to the audit of the major federal awards programs are reported in the 
Report on Compliance for Each Major Program and on Internal Control over Compliance Required by OMB 
Circular A-133. 

5. The auditors' report on compliance for major federal award programs for the School expresses an unmodified 
opinion on all major federal programs. 

6. Audit findings that are required to be reported in accordance with OMB Circular A-133 are reported in this 
schedule. 

7. The program tested as major program is Title I Grants to LEAs, CFDA #84.010. 

8. The threshold for distinguishing types A and B programs was $300,000. 

9. Independence Charter School is a low-risk auditee. 

FINDINGS - FINANCIAL STATEMENT AUDIT 

None 

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AW ARD PROGRAMS AUDIT 

None 
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INDEPENDENCE CHARTER SCHOOL 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS 
YEAR ENDED JUNE 30, 2015 

FINDINGS-FINANCIAL STATEMENT AUDIT 

None 

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AW ARD PROGRAMS AUDIT 

None 
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