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School Profile 

Demographics 

4261 N 5th Street 
Philadelphia, PA 19140 

(215)457-3667 

 

Phase: Phase 2 

CEO Name: David Rossi 

CEO E-mail address: drossi@neacademy.org 
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Fiscal Matters 

Major Fundraising Activities 

Major fundraising activities performed this year and planned for next year: 

For the school year 2013-2014, less than $200 was raised with fundraisers through Krispy Kreme 
donuts; all funds were reinvested into the area of student development. For the school year 
2014-2015, Esperanza cyber plans to increase the frequency of donut fundraising days in 
addition to raising funds through bake sales with ECCS' parent organization and the sale of ECCS 
branded clothing and school supplies. 

Fiscal Solvency Policies 

Changes to policies and procedures to ensure and monitor fiscal solvency: 

During the 2013-14 fiscal year, the school maintained its accounting recordson a computerized 
system using Sage 100 Fund Accounting for its ledger, accounts receivable, and accounts 
payable.  It is consistent in the use of the Pennsylvania Department of Education Chart of 
Accounts.  The school's reproting sysytem and accounting policies and procedures comply with 
Gamp. 
The Board of Directors may authorize any officer or officers, agent or agents of Esperanza Cyber 
Charter School hereafter called ECCS, in addition to the officers as authoorized by these by-laws, 
to enter into any contract or execute and deliver any instrument in the name of and on behalf of 
ECCS, and such, authority may be general or cofined to specific instances.  All contracts in excess 
of $1500 must be reviewed by Legal Counsel. 
  
All checks or demands for money and notes of ECCS must be signed by officers of ECCS. 
  
All funds of ECCS shall be deposited from time to time to the credit of ECCS in such banks, trust 
companies or other depositiories as the Board of Directors may approve or designate, and all 
such funds shall be withdrawn only upon checks signed in accordance with the requirements 
stated above.  All checks and or cash received by ECCS must be depositied within three (3) 
business days of receipt of such funds.  
  
All funds of ECCS shall be set forth in an Annual Report.  The ECCS Board shall review and 
approve an annual budget.  Approval of the budget by the ECCS Board of Trustees is required 
prior to the commencement of the budget spending.  

Fiscal Solvency Policies 

Charter School documents that describe policies and procedures that have been established to 
ensure and monitor fiscal solvency (optional if described in the narrative) 

No files have been uploaded. 
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Accounting System 

Changes to the accounting system the charter school uses: 

During the 2013-14 fiscal year, the school maintained its accounting recordson a computerized 
system using Sage 100 Fund Accounting for its ledger, accounts receivable, and accounts 
payable.  It is consistent in the use of the Pennsylvania Department of Education Chart of 
Accounts.  The school's reproting sysytem and accounting policies and procedures comply with 
Gamp. 

Preliminary Statements of Revenues, Expenditures & Fund Balances 

The completed and CEO signed Fiscal Template – Preliminary Statements of Revenues, 
Expenditures & Fund Balances 

PDF file uploaded. 

Financial Audits 

Basics 

Audit Firm: WithumSmith+Brown 

Date of Last Audit: 10/17/2013 
Fiscal Year Last Audited: 2012-2013 
 
  
Explanation of the Report 

Detailed explanation of the report (if the previous year’s report has been submitted.) Any audit 
report for a school year that precedes this annual report by more than 2 years is not acceptable 
and may be considered a material violation: 

The attached audit was the first for Esperanza Cyber Charter School as it began operation in 
school year 2012-2013. All stakeholders were duely notified of the ending net asset deficit of 
$105,551 (cash balance of $224,314) as of June 30, 2013. As the school's revenue is based 
primarly on funding received per puil, a conscious decision was made to try to attempt to 
increase enrollment in future years. An additional contributing factor to the deficit are the start-
up costs (facilities, materials, etc.) accrued by the school. Future budgets have already been 
drafted to allow for prompt-repayment of such costs. 

  

Financial Audit Report 

The Financial Audit Report, which should include the auditor’s opinion and any findings resulting 
from the audit 

PDF file uploaded. 
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Citations 

Financial audit citations and the corresponding Charter School responses 

Description Response 

 
  

Federal Programs Consolidated Review 

Basics 

Title I Status:  
Date of Last Federal 
Programs Consolidated 
Review: 

 

School Year Reviewed:  
 
  
  
Federal Programs Consolidated Review Report 

The Federal Programs Consolidated Review Report, which should include the Division’s opinion 
and any findings resulting from the audit 

No file has been uploaded. 

  

Citations 

Federal Programs Consolidated Review citations and the corresponding Charter School 
responses 

Description Response 
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Special Education Cyclical Monitoring 

Date of Last Special Education Cyclical Monitoring: Not Provided 
Link to Report (Optional): Not Provided 
 
  
Special Education Cyclical Monitoring Report 

The Special Education Cyclical Monitoring Report, which should include the Bureau’s findings 

No file has been uploaded. 
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Independent Auditors' Report 
 
To the Board of Trustees, 
Esperanza Cyber Charter School: 
 
We have audited the accompanying financial statement of the governmental activity and each major fund of 
Esperanza Cyber Charter School (the “School”) as of June 30, 2013, which collectively comprise the School's 
basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditors’ Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in 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 auditors’ 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 opinion. 
 
 



 

 

Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Esperanza Cyber Charter School as of June 30, 2013, and the changes in its net 
assets and its cash flows for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 
 
Other Matters 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The schedule of revenues, expenditures and changes in fund balance – budget and actual – 
governmental funds, as listed in the table of contents is not a required part of the basic financial 
statements, but is supplementary information required by accounting principles generally accepted in the 
United States of America. Such information is the responsibility of management and was derived from 
and relates directly to the underlying accounting and other records used to prepare the financial 
statements. The information has been subjected to the auditing procedures applied in the audit of the 
financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records, used to prepare the financial 
statements or to the financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the schedule of 
revenues, expenditures and changes in fund balance – budget and actual – governmental funds is fairly 
stated in all material respects in relating to the financial statements as a whole. 
 
In addition, the management discussion and analysis is not a required part of the basic financial 
statements but is supplementary information required by accounting principles generally accepted by the 
United States of America. We have applied certain limited procedures, which consisted primarily of 
inquiries of management regarding the measurement and presentation of the required supplementary 
information. However, we did not audit the information and do not express an opinion on it. 
 
 
Report on Other Legal and Regulatory Requirements 
In accordance with Government Auditing Standards, we have also issued our report dated October 17, 
2013 on our consideration of the Esperanza Cyber Charter School's internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, grant 
agreements and other matters. The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in considering Esperanza 
Cyber Charter School’s internal control over financial reporting and compliance. 
 

 
 
October 17, 2013 
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Management’s Discussion and Analysis 
June 30, 2013 
 
The Board of Trustees of the Esperanza Cyber Charter 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, 
2013. We encourage readers to consider the information presented here in conjunction with the School's financial 
statements. 
 
Financial Highlights 
 

 This fiscal year was the first full year of operations for the School. 
 

 Current year revenues of $1,297,595 are primarily due to the per student subsidy amounts earned for the 
approximately 109 regular education and 16 special education students enrolled at the School. 

 
 At the close of the current fiscal year, the School reported ending net assets (deficit) of $(105,551) for the 

year ending June 30, 2013. 
 

 The School's cash balance at June 30, 2013 was $224,314. 
 
Overview of the Financial Statements 
 
The discussion and analysis is intended to serve as an introduction to the School's basic financial statements. 
The School's basic financial statements as presented comprise three components: management's discussion and 
analysis (this section), the basic financial statements, budgetary comparison and report required under 
Government Auditing Standards. 
 
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 serve 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. 
 
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. 
 
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 finance-related legal requirements. The School has three governmental funds - 
general and student activities. 
 
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. 
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Management’s Discussion and Analysis 
June 30, 2013 
 
Government-Wide Financial Analysis 
 
As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. In the 
case of the School, liabilities exceeded assets by $105,051 as of June 30, 2013. 
 

Total assets 549,134$       
Total liabilities 654,185         

Total net assets (deficit) (105,051)$     

 
 

The School's revenues are predominantly from the School District of Philadelphia, based on student enrollment. 
 

Revenues
Local education agencies 1,193,392$    
Federal sources 101,992         
Other sources 2,211             

1,297,595      

Expenditures
Instruction 812,376         
Instruction student support 48,429           
Administrative & financial support services 275,240         
Other support services 48,300           
Operation & maintenance of plant services 186,300         
Student activities 7,565             
Depreciation 9,346             

1,387,556      

Change in net assets (89,961)          

Net assets, beginning (15,090)          

Net assets, ending (105,051)$     

 
 

Governmental Funds 
 
The focus of the School's governmental funds is to provide information on near-term inflows, outflows, and 
balances of spendable resources. Such information is useful in assessing the School's financing 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 funds, (the General and Student Activities Funds), reported an ending fund balance of 
($95,705). For the year ended June 30, 2013, the School's expenditures ($1,378,210) exceeded its revenues 
($1,297,595) by $80,615. 
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Management’s Discussion and Analysis 
June 30, 2013 
 
Governmental Fund Budgetary Highlights 
 
Some categories of revenues and expenditures varied significantly from those budgeted. Expenses allocated from 
Nueva Esperanza, Inc. for maintenance, security, IT support and other administrative expenses were not included 
in the budget due to the deadline of the filing of the budget and the fact that the expenses could not be reasonably 
estimated.  
 
Capital Asset and Debt Administration 
 
Capital Assets 
As of June 30, 2013, the School's net investment in capital assets for its governmental activities totals $88,792 
(net of depreciation). This investment in capital assets consists of furniture. 
 
Major capital asset purchases during the year included the following: 
 

 Furniture amounting to $98,138 

Additional information on the School's capital assets can be found in Note 4 of this report. There was a related 
party note payable related to the investment in capital assets amounting to $98,138 at June 30, 2013. 
 
Economic Factors and Next Year's Budgets and Rates 
 
The School's primary source of revenue, the per student subsidy provided by the School District of Philadelphia, 
will increase by approximately $95,400 for fiscal year 2013-2014, due to an increase in subsidy per student of 
$501 for regular education and an increase in subsidy per student of $2,582 per special education student. The 
current amount of students enrolled at Esperanza  Cyber Charter School is 125, consisting of 109 Regular 
Education students and 16 Special Education students, which is expected to increase in fiscal 2013-2014. 
 
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 the Chief Academic 
Officer, Esperanza Cyber Charter School, 4261 N. 5th Street, Philadelphia, PA 19140. 
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Statement of Net Assets 
June 30, 2013 
 

Governmental 
Activities

Assets

Curent assets
Cash and cash equivalents 224,314$            
Federal subsidies receivable 101,992              
State subsidies receivable 132,239              
Other receivables 200                     
Prepaids 1,597                  

Total current assets 460,342              

Capital assets - net of depreciation
Computer equipment 88,792

88,792                

549,134$           

Liabilities and Net Assets

Current liabilities
Accounts payable 70,568$              
Accrued payroll and payroll taxes 108,269              
Due to related parties 377,210              
Note payable- related party 52,703                

Total current liabilities 608,750              

Long-term liabilities
Note payable- related party, net of current portion 45,435

Total liabilities 654,185              

Net assets (deficit)
Invested in capital assets, net of related debt (9,346)                 
Unrestricted (95,705)               

Total net assets (deficit) (105,051)             

549,134$           

 



Esperanza Cyber Charter School 

The Notes to Financial Statements are an integral part of this statement. 
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Statement of Activities 
Year Ended June 30, 2013 
 
 

Net (Expense)
Revenue and
Changes in
Net Assets

Operating Total
Charges for Grants and Governmental

Expenses Service Contributions Activities

Governmental activities
Instruction 812,376$     --$               --$                   (812,376)$         
Instruction student support 48,429 --                 --                     (48,429)             
Administrative & financial support services 275,240 --                 --                     (275,240)           
Other support services 48,300 --                 --                     (48,300)             
Operation & maintenance of plant services 186,300 --                 --                     (186,300)           
Student activities 7,565 --                 --                     (7,565)               
Depreciation 9,346           --                 --                     (9,346)               

1,387,556    --                 --                     (1,387,556)        

General Revenues
Grants, subsidies & contributions not restricted 1,297,595

1,297,595         

Change in net assets (89,961)             

Net assets (deficit) - beginning of year (15,090)             

Net assets (deficit) - end of year (105,051)$        

Functions

Program
Revenues

 



Esperanza Cyber Charter School 

The Notes to Financial Statements are an integral part of this statement. 
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Balance Sheet – Governmental Funds  
June 30, 2013 
 
 

Student Total
General Activities Governmental

Fund Fund Activities

Assets

Cash and cash equivalents 224,314$     --$           224,314$          
Federal subsidies receivable 101,992       --             101,992            
State subsidies receivable 132,239       --             132,239            
Other receivables 200              --             200                   
Prepaids 1,597 --             1,597                

460,342$    --$          460,342$         

Liabilities

Accounts payable 70,568$       --$           70,568$            
Accrued payroll and payroll taxes 108,269       --             108,269            
Due to related parties 377,210 --             377,210            

Total liabilitlies 556,047       --             556,047            

Fund Balances

Unrestricted fund balances (95,705)       --             (95,705)             

460,342$    --$          460,342$         

Functions

 



Esperanza Cyber Charter School 

The Notes to Financial Statements are an integral part of this statement. 
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Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Assets 
June 30, 2013 
 
Total Fund Balances for Governmental Funds (95,705)$       

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

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

Machinery & equipment 98,138$         
Accumulated depreciation (9,346)           
Note payable- related party (98,138)         

(9,346)           

Total net assets of governmental activities (105,051)$     

 
 
 



Esperanza Cyber Charter School 

The Notes to Financial Statements are an integral part of this statement. 
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Statement of Revenues, Expenditures and Changes in Fund Balances- Governmental Funds 
June 30, 2013 
 
 

Student Total
General Activities Governmental

Fund Fund Activities

Revenues
Local educational agency assistance 1,193,392$    --$                  1,193,392$      
Federal sources 101,992 --                    101,992           
Other sources 2,211 --                    2,211               

1,297,595      --                    1,297,595        

Expenditures
Instruction 812,087         --                    812,087           
Support services 371,969 --                    371,969           
Non-Instructional services 194,154 --                    194,154           
Debt service- note --                    --                      
Capital outlay --                    --                      

1,378,210      --                    1,378,210        

Excess (deficiency) of revenues
over expenditures (80,615)          --                    (80,615)            

Other financing sources (uses)
Transfer in --                    --                    --                      
Transfer out --                    --                    --                      

--                    --                    --                      

Net change in fund balances (80,615)          --                    (80,615)            

Fund balances - beginning of year (15,090)          --                    (15,090)            

Fund balances - end of year (95,705)$       --$                  (95,705)$          

Functions
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The Notes to Financial Statements are an integral part of this statement. 
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Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund 
Balances of Governmental Funds to the Statement of Activities 
June 30, 2013 
 
 
Net Change in Fund Balances - Total Governmental Funds (80,615)$       

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

Capital outlays 98,138           
Note payable- related party (98,138)         
Depreciation expense (9,346)           

Change in Net Assets of Governmental Activities (89,961)$       

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. This is the amount by
  which capital outlays exceeded depreciation in the current
  period.
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Notes to Financial Statements 
June 30, 2013 

 
1. Organization and Purpose of Corporation 

 
Esperanza Cyber Charter School is a charter school located in Philadelphia. The School serves grades 
kindergarten through twelve and is located in Philadelphia, Pennsylvania. The School was established 
and operates under the provisions enacted by the General Assembly of the Commonwealth of 
Pennsylvania in 1997. The Charter School contract was approved effective June 2012 and will expire in 
June 2017. The net assets of the School would remain with the School if its charter were not renewed. 
Esperanza Cyber Charter School is a charter school which 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. However, 
the School is not included in any other governmental "reporting entity" as defined by the Governmental 
Accounting Standards Board (“GASB”) pronouncement. In addition, there are no component units as 
defined in the standards established for defining and reporting on the financial reporting entity. 
 
Esperanza  Cyber Charter School began operations in July 2012. The School provides instruction in the 
form of interactive distance learning classrooms, one-to-one tutoring, computer-supported collaborative 
learning, project-based learning, and instruction tailored to each student’s individual education needs.  
Students access their courses online where worksheets, study material, quizzes and tests are all 
provided for the student to either read and complete on the computer or print for their own reference or 
completion by hand. 

 
2. Summary of Significant Accounting Policies 

 
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 
Governmental Accounting Standards Board is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles. The GASB has issued a codification of 
governmental accounting and financial reporting standards. This codification and subsequent GASB 
pronouncements are recognized as U.S. generally accepted accounting principles for state and local 
governments that have implemented the accounting pronouncement on financial reporting for state and 
local governments, “Basic Financial Statements and Management’s Discussion and Analysis – for State 
and Local Governments.” 
 
Government-wide and Fund Financial Statements 
The government-wide financial statements (the statement of net assets 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 funds balance sheet and statement of governmental funds 
revenues, expenditures and changes in fund balances) report on the School's general, food services, and 
student activities funds. 
 
Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 Government-wide Financial Statements- The statement of net assets 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 providers have been met. 
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Notes to Financial Statements 
June 30, 2013 
 

Fund Financial Statements-Governmental funds 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 measurable 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 government 
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, excluding food services and student activities. 

 Student Activities Special Revenue Fund - The Student Activities Special Revenue Fund 
is used to account for student activity revenues and expenditures. 

 
Method of Accounting 
The School has adopted the provision of the accounting pronouncement on financial reporting for state 
and local governments.  The accounting pronouncement on financial reporting for state and local 
governments established standards for external financial reporting for all state and local governmental 
entities, which includes a statement of net assets (deficit), and a statement of activities and changes in 
net assets (deficit). It requires the classification of net assets (deficit) into three 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 debt proceeds at year-end, the portion of the debt attributable to the unspent proceeds 
are 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. The 
School presently has not incurred any related debt. 

 
 Restricted - This component of net assets consists of constraints placed on net asset use through 

external constraints imposed by creditors such as through debt covenants, grantors, contributors, 
or laws or regulations of other governments or constraints imposed by law through constitutional 
provisions or enabling legislation. The School presently has no temporarily or permanently 
restricted net assets. 

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

definition of "restricted" or "invested” in capital assets, net of related debt. 
 
Budgets and Budgetary Accounting 
Budgets are adopted on a basis consistent with generally accepted accounting principles. An annual 
budget is adopted for the governmental funds. 
 
The Budgetary Comparison Schedule should present both the original and the final appropriated budgets 
for the accounting period. The School only has a governmental funds budget. The original and final 
budgets are required supplementary information. 
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Notes to Financial Statements 
June 30, 2013 
 

Use of Estimates 
The preparation of financial statements in conformity with U.S. generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the 
reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates. 
 
Concentration of Credit Risk 
Financial instruments which potentially subject the School to concentrations of credit risk consist of cash and 
cash equivalents, contributions and grants receivables and revenue.  Cash and cash equivalents are held 
primarily at one high-credit quality financial institution. At June 30, 2013, the School received eighty-eight 
percent of their total revenue from one source. 

 
Capital Assets 
Capital assets, which include furniture, 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. 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 
not. Capital assets of the School are depreciated using the straight-line method over the useful lives of 
the assets. The estimated useful lives of furniture and equipment range from five to seven years. 
Leasehold improvements are amortized over the life of the lease.  

 
Income Tax Status 
The School is exempt from Federal income taxes under Section 501(c)(3) of the Internal Revenue Code.  
Accordingly, no provision or liability for income taxes has been recorded in the financial statements. 
 
The School adopted the accounting pronouncement dealing with uncertain tax positions as of the date of 
inception in July 2012. Upon adoption of this accounting pronouncement, the School had no 
unrecognized tax benefits. Furthermore, the School had no unrecognized tax benefits at June 30, 2013. 
There were no open tax years prior to 2012. In addition, the School had no income tax related penalties 
or interest for the periods reported in these financial statements. 
 

3. Cash and Cash Equivalents 
 
The School considers all highly liquid debt instruments purchased with a maturity of three months or less at 
the time of acquisition to be cash equivalents. 
 
Deposits 
Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may not be 
returned to it. The School does have a policy for custodial credit risk. For the year ended June 30, 2013, 
$34,198 was exposed to custodial credit risk: 
 

Uninsured and uncollateralized 34,198$      
Plus: Insured amount 250,000      
Less: Outstanding checks (59,884)       
Plus: Deposits in transit --                 
Carrying amount - bank balances 224,314      
Plus: Petty cash --                 

Total cash per financial statements 224,314$   
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Notes to Financial Statements 
June 30, 2013 
 
4. Capital Assets 

 
Capital asset activity for the year ended June 30, 2013 was as follows: 
 

Balance Balance
July 1, 2012 Deletions Additions June 30, 2013

Furniture --$                   --$               98,138$      98,138$          
Less: Accumulated depreciation --                     --                 9,346          9,346              

Capital assets, net --$                  --$              88,792$      88,792$         

 
 

Depreciation expense for the year ended June 30, 2013 was $9,346. 
 
5. Local Educational Agency Revenue 

 
Charter schools are funded by the local public school district in which each student resides. The rate per 
student is determined annually and is based on the budgeted total expenditure per average daily 
membership of the prior school year for each school district. The majority of the students of the School 
reside in Philadelphia. For the years ended June 30, 2013, the rate for the School District of Philadelphia 
was $8,068 year for regular education students plus additional funding for special education students. 
The annual rate is earned monthly and paid when billed by the School District of Philadelphia and is 
prorated if a student enters or leaves during the year. Total revenue from local sources was $1,193,392 
for the fiscal year ended June 30, 2013. 
 

6. Government Grants and Reimbursement Programs 
 
The School participates in numerous state and federal grant and reimbursement programs, which are 
governed by various rules and regulations of the grantor agencies. Costs charged to the respective grant 
programs and reimbursement programs for retirement (pension) expense are subject to audit and 
adjustment by the grantor agencies; therefore, to the extent that the School has not complied with the 
rules and regulations governing the grants and reimbursement programs, refunds of any money received 
may be required and the collectability of any related receivable at June 30, 2013 may be impaired. In the 
opinion of the School, there are no significant contingent liabilities relating to compliance with the rules 
and regulations governing the respective grants; therefore, no provision has been recorded in the 
accompanying financial statements for such contingencies. 
 

7. Leasing Arrangements 
 

The School leases a portion of 4261 North 5th Street in Philadelphia, Pennsylvania under a renewable 
operating lease from 4261 Corporation (a related party, see Note 9). The School paid monthly rent of $9,320 
for the year ending June 30, 2013. 
 

8. Risk Management 
 
The School is exposed to various risks of loss related to torts: theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters. The School carries commercial 
insurance for such risks. There have been no settled claims resulting from these risks which have 
exceeded commercial insurance coverage. 
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Notes to Financial Statements 
June 30, 2013 
 
 
9. Related Party 

 
The School and the related organizations have two common board members. 
 
The school made payments to Nueva Esperanza, Inc. (“NEI”) in reimbursement for human resources 
management, legal representation, financial accounting, reporting and audit, development and funding, 
real estate development, public relations, government relations, information technology support, 
management support, and other administrative services paid by NEI in the amount of $88,040 for the year 
ending June 30, 2013.  At June 30, 2013 the School owed NEI $258,579. 
 
The School receives services from Nueva Esperanza Academy Charter School (“NEA”). The School 
incurred expenditures of $139,100 during the year ended June 30, 2013 for management and support 
services. At June 30, 2013, the School owed NEA $11,742. 
 
As described in Note 7, the School leases a portion of 4261 Corporation’s building under a renewable 
operating lease. In connection with the operation of its charter school, the school made lease payments to 
4261 Corporation in the amount of $93,195 for the year ended June 30, 2013. At June 30, 2013, the 
School owed 4261 Corporation $100,589. 
 
The School has a Note payable to the parent organization Nueva Esperanza, Inc. (“NEI”). A long term 
loan (36 months) in the amount of $98,138 was made to the School for the purchase of capital 
improvements. The loan accrues interest at the rate of five percent and is secured by the capital 
improvement purchases. The note matures in September 2016. Total related party notes payable are 
$98,138 for the year ended June 30, 2013. 
 

10. Commitments  
 

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 expenses 
which may be disallowed by the grantor cannot be determined at this time, although the School expects such 
amounts, if any, to be immaterial. 
 

11. Retirement Plan 
 
The School contributes to the Public School Employees’ Retirement System (the “System”), a governmental 
cost-sharing multiple-employer defined benefit pension plan.  The plan provides retirement and disability 
benefits, legislatively 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. Wert, Office of Financial Management, Public School Employees’ Retirement System, 
P.O. Box 125, Harrisburg, Pennsylvania 17108-0125.  This publication is also available on the PSERS 
website at www.psers.state.pa.us/publications/cafr/index.htm. 
 
Member contributions are as follows: 

 
- Active members who joined the System prior to July 22, 1983, contribute at 5.25 percent (Membership 

Class T-C) or at 6.5 percent (Membership Class T-D) of the member’s qualifying compensation. 
 

- Members who joined the System on or after July 22, 1983, and who were active or inactive as of July 1, 
2001, contribute at 6.25 percent (Membership Class T-C) or at 7.5 percent (Membership Class T-D) of 
the member’s qualifying compensation. 

 
- Members who joined the System after June 30, 2001, contribute at 7.5 percent (automatic Membership 

Class T-D).  For all new hires and for members who elected Class T-D membership, the higher 
contribution rates began with service rendered on or after January 1, 2002. 
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- Members who joined the System after June 30, 2011, may choose between two classes of membership 
in PSERS, and therefore, two base contribution rates. These rates are between 7.5 percent and 9.5 
percent (Membership class T-E) and 10.3 percent and 12.3 percent (Membership class T-F). 

 
Employer contributions are based upon an actuarial valuation.  For the fiscal year ended June 30, 2013, the 
rate of employer’s contribution was 12.36 percent of covered payroll.   

 
Payroll expense for employees covered by the System for the year ended June 30, 2013 was approximately 
$322,000. 

 
In accordance with Act 29 of 1994, the Commonwealth of Pennsylvania will pay school entities for 
contributions made to the System based on the formula in Act 29 of 1994, but not less than one-half of the 
school entities’ contributions. The School’s contribution to the Plan for the year ended June 30, 2013 was 
$33,939. 
 

12. Subsequent Events 
 
The School has evaluated subsequent events occurring after the statement of net assets date through the 
date of October 17, 2013 which is the date the financial statements were available to be issued.  Based on 
this evaluation, the School has determined that no subsequent events have occurred which require 
disclosure in or adjustment to the financial statements. 

 



 

 

 

SUPPLEMENTARY INFORMATION
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Schedule of Revenues, Expenditures and Changes in Fund Balance 
Budget and Actual – Governmental Funds 
Year Ended June 30, 2013 
 

(Over)
Under

Actual Final
Original Final Amounts Budget

Revenues
Local educational agency assistance 1,393,474$    1,393,474$    1,193,392$    200,082$       
State sources 14,231 14,231 101,992         (87,761)         
Federal sources 93,951           93,951           2,211             91,740           
Other sources --                   --                   --                   --                   

1,501,656      1,501,656      1,297,595      204,061         

Expenditures
Regular programs 783,561         783,561         750,113 33,448           
Special programs 56,377           56,377           62,578 (6,201)           
Pupil personnel services 36,016           36,016           39,259 (3,243)           
Instructional support services 26,006           26,006           11,862 14,144           
Administrative services 246,271         246,271         193,488 52,783           
Pupil health 10,000           10,000           --               10,000           
Business services 59,853           59,853           65,856 (6,003)           
Operation & maintenance of plant services 193,768         193,768         195,646 (1,878)           
Support services central 65,548           65,548           48,300 17,248           
Food service 6,300             6,300             --                   6,300             
Capital reserve fund 17,956           17,956           11,108 6,848             
Student activities --                   --                   --                   --                   

1,501,656      1,501,656      1,378,210      123,446         

Net change in fund balances --                   --                   (80,615)         80,615           

Fund balances - beginning of year --                   --                   (15,090)         --                   

Fund balances - end of year --$                --$                (95,705)$       80,615$        
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Report on Internal Control Over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial 

Statements Performed in Accordance with  
Government Auditing Standards 

 
Independent Auditors’ Report 

 
 
To the Board of Trustees, 
Esperanza  Cyber Charter School: 
 
We have audited the financial statements of the governmental activities and each major fund of Esperanza  
Cyber Charter School (the "School”), as of and for the year ended June 30, 2013, which collectively 
comprises the School’s basic financial statements and have issued our report thereon dated October 17, 
2013. We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered Esperanza Cyber 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 Esperanza Cyber Charter School’s 
internal control. Accordingly, we do not express an opinion on the effectiveness of Esperanza Cyber Charter 
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 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 those 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 Esperanza Cyber Charter School’s financial 
statements are free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts.  However, providing an opinion on 
compliance with those provisions was not an objective of our audit and, accordingly, we do not express such 
an opinion.  The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 
 
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. 
 

 
 
October 17, 2013 




