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Lumsden &
McCormick, LLP

Certified Pubiic Accounianis

The Board of Trusrees
South Buffalo Charter School
Buffalo, New York

We have audited the accompanying balance sheets of South Buffalo Chatter School (the School) as of June 30,
2008 and 2007, and the related statements of activities and cash fiows for the vears then ended. These financial
staternents are the responstbility of the School’s management. Our responsibiiity is to express an opinion on
these financial statements based on our audits.

We conducted our sudits In accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Aunditing Standards, issced by the
Comptroller General of the United States. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and the significant estimates made by management, as well
as evaluating the overall fmancial statement presentation. We believe that our audits provide a reasonable basis
for our opiten,

In our opinton, the fmancial staternents referred to above present fairly, in all material respects, the financial
position of the School as of fune 30, 2008 and 2007, and the changes in its net assets and its cash fows for the
vears then ended in conformity with accounting principles generaily accepted in the United States of Ametica.

In accordance with Gorernment Anditing Standards, we have also issued our report dated October 13, 2008 on our
constderation of the School’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing and not to provide an opinion on the intemal control over finandal repotting or on compliance. That
report 1s an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole.
The accompanying additional informaton as listed in the table of contents is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The accompanying 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, _dudits of States, Local Govermments, and Now-Profit Organizations, and
1s also not a required part of the basic financial statements of the School. The accompanying additional
information and schedule of expenditures of federal awards have been subjected to the auditing procedutes
applied in the audit of the financial statements and, in our opinion, are faitly stated in all materdal respects in
relation to the finandal statements as a whole.

i
",

October 13, 2008

vl [ msdencpa.com 403 Main S1., Sulte 430 - Buffalo, New York 14203 FE-B5H-3300 - Fax T16-856-3574



SOUTH BUFFALO CHARTER SCHOQL

June 30, 2008 2007

Assets
Current Assets:

Cash and cash equivalents % 3,873363 § 2272033
Accounts and other receivables (Note 2) 345,261 285,104
Prepaid expenses 115,839 105,756

4,033,463 2,662,803

Property and equipment, net (Note 3) Z2.086,451 2,840,931

$  7,019914 § 5,503,824

Liabilites and Net Assets
Current Liabilices:
Accounts payable and acerued expenses $  L62434% § 881,409

Met assets:
Unrestricted 5,995,565 4.022.415

$ 7019914 § 5503824

I See accompanying notes. 2



SOUTH BUFFALO CHARTER SCHOOL

For the years ended June 30, 2068 2007
Changes in unresiricted net assets:
Support and revenue:
Public school districts:
Revenue-resident student enrollment 5981043 5,964,594
Revenue-students with disabilities 372,682 316,280
Federal grants 706,726 728,747
State grants - 350,000
Investment income 104,428 90,737
(her income 51,723 36,357
Total uneestricied support and revenue 7,216,573 7,486,715
Expenses:
Program expenses:
Regular education 3,514,260 3,347 330
Special education 554,733 420,602
Other program 514,681 925,649
Total program expenses 4619674 4,693,581
Supporting services:
Management and general 1,223,749 1,106,074
Total expenses 5,843 423 5,799,655
Inceease in net assels 1373150 1,687,060
Net assets - beginning £.622 415 2,935,355
Net assets - ending 5,995,565 4,622,415

See Qb‘é‘@?ﬁp@@-‘ﬁ{ g HOlEs.



SOUTH BUFFALO CHARTER SCHOOL

For the years ended June 30,

Z008 2007

Cash flows from operating activites:
Increase in net assets
Adjustments to reconcile increase in net assets to
net cash flows from operating activides:
Depreciation
Changes in operating assets and liabilities:
Accounts and other receivables
Prepaid expenses

Accounts payable and accraed expenses
MNet cash flows frorm operating actvities

Cash flows for investng activitdes:
Property and equipment expenditures

Net increase in cash
Cash - beginning

Cash - ending

$ 1,373,150 $1,687,060

175,226 157,657

(60,157 130,346
{9,283} (14,106)
142,940 (149,630)

1,62L8%76 1811327

(320,746)  (1,150747)

1,301,130 660,580

2,272,033 1,611,453

$ 3,573,163 $2,272,033

3

Fee accompanying notes.



SOUTH BUFFALO CHARTER SCHOOL

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

South Buffalo Charter School (the School), operates a
charter school in the City of Buffalo {the City) pursuant to
its Charter Agreement with the Educadon Department of
the State of New York. The School’s charter has been
renewed through 2010. The School currently offers classes
from kindergarten through grade 8.

The School seeks to provide equitable opportunities for all
students to acquire an education that links character
education with rigorous academics, technology, and careers
to produce students who are prepared for success in the
21% century. Students enrolled reside primarily in the City
School Districe.

Cash and Cash Equivaients:

The School includes all highly Liquid invesiments with
original maturities of 90 days or less in cash and cash
equivalents.

Cash mn financial institutons potentially subjects the School
to concentrations of credit risk, since it may exceed insured
Limits at various times throughout the year.

Accounts Eeceivable:

Accounts receivable are stated at the amounts management
expects to collect from outstanding balances. Balances
that are outstanding after management has used reasonable
collection efforts are written off through 2 charge to bad
debt expense and a credit to accounts teceivable. An
allowance for doubtful accounts is considered unnecessary
by management because all significant amounts deemed
uncollectible are written off each year.

Froperty and Eguipment:

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

Enrollment Fees:

The School is reimbursed by each student's resident school
distdict annually, based on the product of the State
approved operating expense of that district and the full
time equivalent enroliment of the students in the School
residing in the district. The School’s enrollment fees are
recetved pritnanly from the Board of Education for the
City School District.

Fees and Grants:

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

Transportatgon Costs:

Prior to 2007, the City School District provided
transportation services to students residing in the City and

attending the charter schools. Pursuant to an agreement,
the School advanced the City 2 deposit of $297,500.

In 2007, the School accepted 2 settlement with the City
School District to receive payment of one-third of the
original advance in retum for future transportation for
students residing in the City at no charge to the School.
The remaining two-thirds of the advance was forgiven by
the School and charged to transportation costs in 2007,

Income Taxes:

The School is a 501(c)(3) organization exempt from
taxation under Section 301(a) of the Iaternal Revenue
Cede.

Use of Estimates:

The preparation of fimancial statements in conformity with
accounting  principles generally accepted in the United
States of America requires management to make estimates
and assumptons that affect the amounts reported in the
fmancial statements and accompanying unotes.  Actual
results could differ from those estimates.
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Cost Allocation:

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

Reclassifications:
The 2007 financial statements have been reclassified to

conform with the presentation adopted for 2008,

Z. Accounts Receivable:

2003 2007

Enrollment fees § 237% % -

Grants 315,362 172418

Other 23520 112,686

$345 261 $285,104

3. Property and Eguipment
Z0GER 2007

Construction in progress % 35,685 § 581,794
Buildings and improvements ZB72852 2,140,225
Furniture and equipment 1,863,237 928,939
3E7L704 0 3,050,958
Less accumulated depreciation G985, 253 810,027
§ 2,986,451 § 28409531

4, Retirement Plan:

The School maintains a 403 (b) profit shating plan
covering qualified employees. The plan tequires certain
minimum employer contributions based on salaries and
employee deferrals. Expenses related to this plan for the
vears ended Tunme 30, 2008 and 2007 were $8,163 and
$8,924.

The School participates in the New York State Teachers’
Retirement System (IRS) which is a cost-shating multiple
employer, public employee retirement system. The system

offers a wide range of plans and benefits which are related
to years of service and final average salary, vestng of
retirement benefits, death and disability. All benefits vest
after ten years of service.

TRS 13 administered by the New York State Teachers’
Retirement Board and provides benefits to plan members
and beneficiaries as authorized by the Education Law and
the Retirement and Social Security Law of the State of
New York. TRS issues a publicly available financial report
that contains financial  statements and  required
supplementary information for the system. The report
may be obtained by writing to the New York State
Teachers” Retiretnent System, 10 Corporate Woods Drive,
Albany, NY 12211-2395.

The system is noncontributory except for employees who
joined the system after July 1976 who contrdbute 3% of
their salary. Pursuant to Article 11 of the Education Law,
rates are established annually for TRS by the New York
State Teachers” Retirement Board at an  actuarially
determined rate. The rate is 8.73% of the annual covered
payroll for the year ended June 30, 2008 and 8.60%% for the
year ended June 30, 2007.

The required contabutions for the years ended Juame 30,
2008 and 2007 were $226,714 and $200,931,

5. Contingencies:

The School is involved m legal proceedings which, in the

opinion of management, will not have a material adverse
effect upon the finandal position of the School.



SOUTH BUFFALO CHARTER SCHOOL

For the year ended June 30, 2008 (with comparative totals for 2007)

2008 2007
Regular Special Crther Managenent
Fducaton Educadon Program and (seanceal Total Total
Salaries % 2,285,812 & 317223 % 2BL97s % 669,694 § 3524765 § 3,380,986
Employee benefits and taxes 744,916 104,191 2,615 219 960 1,157 682 944,717
Consultants-education - 22631 - - 2Z.611 16,631
Consultants-other - - - 25,975 25,975 -
Contracted services-other - 35,575 ~ 4,341 109,914 12,688
Eguipment rental 226 0 - 138 o84 1,180
ﬁ Insurance - - - 64,639 54,635 02,058
Bad debr - - " - ~ 1,624
Maintenance and repairs ~ - - 34,419 34,419 78,133
' Oceupancy 40,614 i2,743 14,327 26,901 141,585 181,514
Printing and copying 207739 2,816 2,592 6,157 32,404 34,067
Professtonal fees - - - 38,447 38,447 24,750
Supplies and matetials 143,006 20,197 - 78,768 201,971 308,439
Other expenses 24,140 - 3,209 23,380 37,749 17,028
Staff development 65,087 - - 0,603 FHE9 107,046
l Telephone . - - 23,965 23,966 20,342
Texthooks and programs a0,997 - 87,977 - 148,774 119,593
Transportation - - 31680 - 31,680 331,202
! 3,356,557 585,476 511,176 1,214 988 5,668,197 5,641,998
Depreciation 187,703 3,257 3.585 8763 78,2726 157,657
Total $ 3514268 % 590,733 0§ BI4481 3 B223.749  § 5843423 % 5799655

l See independent unditors’ report.



SOUTH BUFFALO CHARTER SCHOOL

For the year ended Juane 30, 2008

Federal Grantor/Pass-Through Grantor/Program Title

U.S. Department of Education

Passed through the New York State Department of Education:

Title T Guants to Local Educational Agencies
Title T Grants to Local Educational Agencies
Safe and Drug-Free Schools and Communities_State Grants
Safe and Drug-Free Schools and Communities_State Grants
State Grants for Innovative Programs
State Grants for Innovative Programs
Educaton Technology State Grants
Edueation Technology State Grants
Reading First State Grants
Reading First State GGrants
Improving Teacher Quality State Grants
Improving Teacher Quality State Grants
Total U.S. Department of Education

Total Expenditures of Federal Awards

CFDA
Number

Grantor
Number

84.010
84.010
84.186
84.186
84.298
84.298
84.318
84.318
84.357
84.357
84.367
84.367

0021-07-4035
0021-08-4035
0180-07-4035
0180-08-4035
0002-07-4035
0002-08-4036
0292-07-4035
0292-08-4035
0243-07-0127
0243-08-0127
0147-07-4035
0147-08-4035

Expenditures

$ 76,943
307,666
540
3,328
300
2,503
609
3,450
907
265,000
1,329
44,151

706,726

$ 706,726

See accompanying notes,
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SOUTH BUFFALO CHARTER SCHOOL

1. Summary of Significant Accounting Policies:
Basis of Presentation:

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

Basis of Accounting:

The basis of accounting varies by federal program
consistent with the underlying regulations pertaining to
each program.

The amounts reported as federal expenditures generally
were obtamned from the sappropdate federal financial
reports for the applcable program and petiods. The
amounts reported m these federal financial reports are
prepared from records maintained for each program,
which are penodically reconcled with the School’s
financial reporting system.
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Ceriified Pubiic Accouniants

l The Board of Trustees

South Buffalo Charter School
Buffalo, New York

We have audited the financial statements of South Buffalo Charter School (the School) as of and for the year ended
June 30, 2008, and have issued our report thereon dated October 13, 2008. 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

basis for designing our zauditing procedures for the puspose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the School’s interal control
over financial reporting, Accordingly, we do not express an opinion on the effectiveness of the School’s internal
control over financial reporting.

A control deficiency exists when the design or operation of 2 control does not allow management or employees,
i the normal course of performing their assigned functons, to prevent or detect misstatements on 2 timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entty’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the enfity’s
financial statements that is more than inconsequential will not be prevented or detected by the entity’s internal
control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected
by the entity’s internal control.

Our consideration of internal control over financial reporting was for the lmited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be a material weakness, as defined above.

‘ In planning and performing our audit, we considered the School’s intetnal control over financial reporting as a

l 10
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School’s finandial statements are free of material
misstatement, we petformed 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 opinton 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 Govermment Auditing Standards.

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

October 13, 2068



Lumsden &
cCormick, LLP

Cortified Public Accountanis

The Board of Trustees
South Buffalo Charter School
Buffalo, New York

Compliance

We have audited the compliance of South Buffalo Charter School (the School) with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Ciradar A-133 Compliance Supplement
that are applicable to each of its major federal programs for the year ended June 30, 2008, The School’s major
federal programs are identified in the summary of auditors’ results section of the accompanying schedule of findings
and questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to
each of its major federal programs is the responsibility of the School’s management. Our responsibility is to express
ant opirion on the School’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Govermment Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Axdits of States, Local Govermments, 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 oceurred. An audit includes examining, on a
test basis, evidence about the School’s compliance with those requitements and performing such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Our audit does not provide a legal determination on the School’s compliance with those requirements.

In our opinion, the School complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2008,

Laternal Control over Compliance

The management of the School is responsible for establishing and maintaining effective intermal control over
l compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. In

planning and performing our audit, we considered the School’s internal control over compliance with the

requiremnents that could have a direct and material effect on a2 major federal program in order to determine our

auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of

expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express
b an opinion on the effectiveness of the School’s internal control over compliance.

wynay. limsdencpa. com 403 Main 5, Suite 430 - Buffalo, New York 14203 716-856-3300 - Fax 716-856-2524



A control deficiency in an entity’s internal control over comphiance 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 noncompliance with a type of compliance requirement of a federal program on a dmely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to administer a federal program such that there is more than 2 remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential will
not be prevented or detected by the endty’s internal control.

A matertal weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote bkelthood that material noncompliance with a type of compliance requirement of a federal program will not
be prevented or detected by the entity’s internal control.

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

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

October 13, 2008



SOUTH BUFFALG CHARTER SCHOOL

Section I, Summary of Auditors’ Results
Financial Statements

Type of auditors’ report issued: Ungralified

Internal control over financial reposting:

@  Material weakness(es) identified? No
® Significant deficiency(ies) identified that are not considered to
be material weaknesses? None Reported
Noncompliance material to financial statements noted? No
Federal Awards

Internal control over major programs:

®  Material weakness{es) identified? No
e Significant deficiency (fes) identfied that are not considered to

be material weaknesses? None reported
Type of auditors” report issued on compliance for major programs: Ungualified

Any audit findings disclosed that are requited to be teported in
accordance with section 510(z) of Circular A-133? No

Identification of mator programs:

Name of Federal Program or Cluster CFEFDA# Amount
Title I Grants to Local Educational Agencies 84.010 $ 334 609
Dollar threshold used to distinguish between type A and type B programs: $300,000
Auditee qualified as low-risk auditee? No

Section Il.  Financial Statement Findings
No matters to be reported
Section II1. Federal Award Findings and Questioned Costs

No matters to be reported

14



SOUTH BUFFALO CHARTER SCHOOL

Status
Reference of
Number Discussion Cost Finding

No findings were reported and as such no corrective action plan is needed.
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