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99 Washington Street •- East Orange. New Jersey 07017

Tele /? [973] 996-0400 - [973] 676-1199
Fax ft 1973] 996-0398

www.theeoccs.org

October 10,2012

The Commissioner

New Jersey Department of Education
Riverview Executive Plaza - Bldg. 100
P. O. Box 500

Trenton, New Jersey 08625-0500

Dear Commissioner:

We hereby submit the Comprehensive Annual Financial Report of the East
Orange Community Charter School (the"Charter School" or "EOCCS") for the
fiscal year ended June 30, 2012.

Responsibility for both the accuracy of the data and completeness and fairness of
the presentation, including all disclosures, rests with the management of the
Charter School. To the best of our knowledge and belief, the data presented in
this report is accurate in all material respects and are reported in a manner
designed to fairly present the financial position and result of operations of the
various funds of the Charter School. All disclosures necessary to enable the
reader to gain an understanding of the Charter School's financial activities have
been included.

Governmental Accounting Standards Board (GASB) requires that management
provide a narrative introduction overview and analysis to accompany the basic
financial statements in the form of Management's Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement the MD&A and
should be read in conjunction with it. East Orange Community Charter School's
MD&A can be found immediately following the Independent Auditor's Report.

The Comprehensive Annual Financial Report is presented in four sections:
introductory, financial, statistical and single audit. The introductory section
includes this transmittal letter, the Charter School's organizational chart and a list
of principal officials. The financial section includes the independent auditor's
report, management's discussion and analysis (MD&S) and the basic financial
statements including the Charter School-wide financial statements presented in
conformity with Governmental Accounting Standards Board Statement No. 34.
The basic financial statements also include individual fund financial statements

and required supplemental information (RSI). The statistical section includes
selected financial and demographic information, generally presented on a multi-
year basis.
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The Charter School is required to undergo an annual single audit in conformity with the
provisions of the Single Audit Act Amendments and the U.S. Office of Management and Budget
Circular A-133, "Audits of States, Local Governments and Non-Profit Organizations", and the
New Jersey OMB's Circular 04-04, "Single Audit Policy for Recipients of Federal Grants, State
Grants, and State Aid.

Information related to this single audit, including the auditor's report on internal control and
compliance with applicable laws and regulations and findings and recommendations are
included in the single audit section of this report.

1) Reporting Entity and Its Services

The East Orange Community Charter School (EOCCS) is an independent reporting entity within
the criteria adopted by the Government Accounting Standards Board (GASB) as established by
National Council on Governmental Accounting (NCGA) Statement No. 3. All funds and
account groups of the Charter School are included in this report.

The overarching mission of the EOCCS is to inspire and empower its students, families and staff
with opportunities to successfully shape and transform their lives by becoming successful,
lifelong learners who possess the critical-thinking, academic, advocacy, and leadership skills
required to continuously open new doors in their lives and the lives of others.

EOCCS is open to all East Orange students on a space available basis and does not discriminate
in its admission policies or practices on the basis of intellectual or athletic ability, measures of
achievement or aptitude, status as a handicapped person, proficiency in the English language, or
any other basis that would be illegal if used by a charter school.

By the end of 2011-2012 school year, the Charter School had a student enrollment of 490.

2) Economic Outlook

The East Orange Community Charter School is located in the City of East Orange, (the City), in
the County of Essex within the State of New Jersey. The City has grown from a farmland region
to a stable urban-suburban community since becoming an independent municipality in 1863. In
1909 East Orange was incorporated as a City. It measures approximately four square miles and
the District is the second largest school District in Essex County, based on enrollment.
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2) Economic Outlook - continued

The City has maintained a strong commercial and industrial base, inpart, because ofits strategic
location at the intersection of the Garden State Parkway and Interstate Route 280, which
connects with the nearby New Jersey Turnpike. Also, the City is part of a varied transportation
network with several railroad stops along the New Jersey Transit rail route and approximately
21 bus routes, and convenient access to Newark International Airport, Port Newark and Port
Elizabeth, New York City, and the NewJersey Meadowlands Sports Complex.

Although the City has some light manufacturing and large businesses, such as Louis Berger
International, the largest United State based planning firm in the international Development
market, its economy is based on retail and commercial centers that form the City's economic
backbone. Other major businesses in the City are Verizon; American Eagle Water Company;
PNC Bank; Wachovia Bank; Bank of America and Banco Popular. Also, there are diverse array
of lending and savings institutions and small businesses. In addition, the Cityhas six businesses
and main shopping areas: the Central Evergreen Arcade; Main Street; the Ampere Business
District; Doddtown; the Sussex Avenue Shopping Center; and Brick Church Mall.

Located within the City are six secondary schools (three high schools and four middle schools),
12 elementary schools, two early Childhood Centers for Preschool and Kindergarten and an
Adult School, as well as an alternative high school now housed in the old Bishop Francis Essex
Catholic Boys High School. In and around the City are several technical, secretarial, and health
care schools, which annually produce qualified, specialized office workers and health aides.
Essex County College, locatednear the City's eastern border is a co-educational two-year public
college. Also, the East orange General Hospital operates an established accredited nursing
school. Additionally, Seton Hall University, Rutgers University, Montclair State University, the
New Jersey Institute of Technology and the College of Medicine and Dentistry of New Jersey
are all located in communities adjacent to the City.

The East Orange Public Library system serves as a Federal book depository and area reference
center for suburban Essex County. More than 350,000 volumes are available at the main library
and in several neighborhood branches.

The City offers a labor force of over 38,000 white and blue-collar workers. The largest
employers are the federal and local governments; Veterans Administration Medical Center; East
Orange General Hospital and the Kessler Institute. However, the City continues to offer an
ample supply of modern office space for new and expanding businesses.
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2) Economic Outlook - continued

The East Orange Chamber of Commerce along with the City Council and administration are
exploring ways to revitalize and jumpstart the economic climate of the town. Additionally, tax
incentives are offered to businesses to relocate to the East Orange area to increase employment
levels that would result in an increased tax base. This revitalization process is expected to be
ongoing- which suggests that that East Orangearea will continue to prosper.

3) Charter School Enrollment Demographics and Other Highlights

During the 2011-2012 School Year, East Orange Community Charter School (EOCCS) enrolled
students from the following school districts: City ofEast Orange School District {resident district),
Bloomfield, Orange Township, Irvington Township, City of Newark, South Orange/ Maplewood,
West Orange, Secaucus and Paterson.

East Orange Community Charter School was established in order to meet the academic, educational
andsocial development needs of the residents in theCity of East Orange and subsequently approved
to serve students in all Districts. To this end, EOCCS provides special needs services to students in
accordance with their approved IEP's.

Additionally, we provide Speech Therapy for students that have been identified as needing this
service. And, to further help students meet and/or reach their academic grade levels, we responded
by providing additional resources that include scientifically-researched Math Programs (i.e.,
AIMSweb, MCAP, GMADE Do-the-Math, etc.) and Reading/Writing programs (i.e., Read Naturally,
Word Build, Wilson Just Words, etc.), after-school tutoring, other activities that help to enrich the
students that attend EOCCS, i.e., Boys and Girl Scout troops and related activities.

Also, as a school-wide Title I program we serve our students that have demonstrated a need for
additional support. The Supplemental Educational Services (SES) are offered to students who
qualify for free and/or reduced-priced lunch first; then to the studentswho are the at-risk population
until all funds are utilized.

On the 2010-2011NJASK taken by our 3rd and 4th graders, Proficiency inLanguage Arts Literacy
was 48% and Proficiency in Math was 65% (absolute measures). Although we did not achieve
AYP (79 % in LAL and 83 % in Math) we did achieve our internal goal of decreasing the
percentage of below proficient students in both content areas by at least 10%, in order to achieve
Safe Harbor under the NCLB Accountability Requirements. This placed us in Year 2-Hold status
for the 2011-2012 school year. Our proficiency growth in Language Arts Literacy from 2009-
2010 to 2010-2011 was 18.2% and our proficiency growth in Mathematics from 2009-2010 to
2010-2011 was 18.9% (growth measures). This compares to the District of East Orange's
(District of Residence) growth for the same time period of 2.1% and 6.2% respectively.
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3) Charter School Enrollment Demographics and Other Highlights continued

Although the District of East Orange scores for 2010-2011 were 54% in LAL and 83% in Math,
we have seen a steady progression of growth exceeding theirs over the past three school years,
(since 2008-2011), and have expectations that this trend will continue (comparative measures).

Based on our past trajectory of improvement, we anticipate that our 2011-2012 test scores will
show a further reduction of 10% in students who scored Partially Proficient in Mathematics and
Language Arts Literacy on the NjASK and will additionally show an increase in students who
scored Advanced Proficient in Mathematics and Language Arts Literacy. Our Assessment goals
for future student learning and achievement are to continueto reduce the number of students who
score PartiallyProficient in Mathematics and Language Arts on the NJASK (or future alternative
State Assessment) in third and fourth grades by 10% over each prior school for the next two
school years; increase the number of students who score Advanced Proficient in Language Arts
on the NJASK (or alternative State Assessment) in third and fourth grades by 5% and in
Mathematics by 2% over each prior school year for the next two school years; and at least
maintain these percentages for the subsequent two school years.

To the end of further improving our test scores, so that all students ultimately achieve
Proficiency or above, we plan to continue and further refine the use of multiple measures to
assess student learning and achievement, including Universal screening through Full Range
Benchmarking AIMSweb research-based assessments in both LAL and Mathematics and
Progress and Strategic monitoring for at risk students through AIMSweb. This assessment tool
was instituted during the 2011-2012 school year and enabled us to begin creating a data wall,
with information on students achieving both below and above proficiency levels. We will
continue to track each student's performance over his/her years at EOCCS through student
portfolios with rating sheets of multiple measures, passed on each year to the next consecutive
grade level teachers.

It is of primary importance, in our RTI framework, that we continue to refine the identification of
at-risk students and use frequent progress monitoring of special needs and at-risk students and
interventions to accelerate their rate of progress. Furthermore, as we now have a Whole school
Title I program, we seek to utilize our resources to move all our students forward. Our Gifted and
Talented program is thus an enhancement to our existing programs. In order to optimize the
utilization of all data, we will continue our focus on enabling staff members to develop and increase
their proficiencies in analyzing student data to identify strengths and weaknesses. We will increase
our use of vertical and horizontal articulation meetings throughout the grade levels, in order to
create teams of professionals responsible for examiningthe assessments and planning for increasing
the performance outcomes of each child. Assessments will further be utilized to provide timely and
relevant feedback to students and the students' ability to self-assess will be augmented, through
increasing use of checklists and rubrics.
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3) Charter School Enrollment Demographics and Other Highlights continued

During our needs assessment, we found that our Special Education students required skills that
would allow them to work more independently and required more accommodations and
modifications adapted to their individual needs, including use of those accommodations and
modifications for NJ ASK testing. We are continuing to provide Professional Development and
support toourSpecial Education Teachers toaugment their skills toprovide for these needs.

We will continue the use of new programs for tiertwo and three students and for Special Education
Students, which were implemented during the 2011-2012 school year, including Do the Math, Kid
Biz by Achieve 3000 for comprehension, Wilson Just Words for fourth grade decoding and encoding,
and Read Naturally for fluency. Kid Biz will also beutilized by ourgifted students, as well asbeing
utilizedin a pilot program for a fourth gradeclass. Daily

Academic Support Periods, instituted during the 2011-2012 school year, will continue to be used to
allow Title 1, Classroom Teachers and Assistant Teachers to work with individuals and small
groups on targeted areas of need, utilizing the above programs and other remediation methods,
without students being pulled out from core classroom instruction. These methods were designed as
partof ouroriginal charter and the basis of EOCCS' educational philosophy.

Beginning in the 2012-2013 school year, all our students will develop Mathematical knowledge
and skills and Language Arts Literacy knowledge and skills based on the National CCSS. The
Curriculum Team, comprised of Administrators, Title I Teachers and Classroom Teachers from
Kindergarten through Fourth grade, began in Januaryof 2012 to make revisions to all content areas to
incorporate the newly adopted "CommonCore State Standards" using the Understanding byDesign
framework. This work is intensified over the summer months of 2012 and a revised Curriculum will
be completedand presentedto the teachers duringAugust 2012 Pre-Service, once authorized by the
Board of Trustees. An emphasis on higher order thinking skills, and increased rigor as required by
the Common Core will be an integralpart of the Curriculum. Additionally, a new Math Program,Math
in Focus, a version of Singapore Math by Houghton Mifflin, will be adopted in the 2012-2013
school year.

Technology will continue to be integrated into all classrooms and the teachers' growing expertise
with Smart board use will be supported through continued Professional Development. Smart boards
were purchased in the summer of 2012 for kindergarten classrooms, so that in the 2012-2013
school year, 100% of our classrooms will be equipped with Smart boards. Students' use of
technology will continue to grow as well, as demonstrated through the technology curriculum.
EOCCS will also use more technologically-based assessments and programs to enrich student
learning and to motivate students. Thirty-five mobile laptops were purchased during the 2011-2012
school year, allowing for more interactive technology use in classrooms, as well as in the computer
lab.
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3) Charter School Enrollment Demographics and Other Highlights continued

A state approved method of monitoring classroom instruction, and improving the efficiency of
administration in observing classrooms and reflecting on instructional practices withinthe school will
be instituted during the 2012-2013 school year, with Professional Development provided for both
Administrative and Teaching staffmembers. Walkthroughs and informal observations will continue to
be implemented to monitor classroom instruction and use of best practices, including student-
centered learning.

We will continue to implement and refine our Professional Development Plan, in order to enable our
teachers to stay abreast of best practices and evolving expectations in content, instruction and
assessment. Areas of need will continue to be identified by Administration, based on review of the
school's assessment data and classroom observations, and by teacher self-identification. Over the next
five years, our partnership with Rutgers University will continue to be utilized to address these
identified needs. One identified area of need was found to be writing instruction, and we have utilized
Rutgers University to provide in school support and training to our teachers in this regard. In the
coming year, we will continue the work begun in this area with our third and fourth grade teachers
during the 2012-2013 school year.

Finally, we willcontinue our successful literacy andmathextended dayprograms, including Family Math
Nights and Go with the FLOW (Family Literacy Opportunity Workshops) to involve parents and
caregivers in our learning community. The Math and Read Naturally programs are run by our
classroom teachers after school, in small group settings, will also continue to allow for extended day
learning opportunities. We also recognize the importance of our students having books within their
homes, and our continued donations to students of booksthrough our Partnership with First Books and
the Go With the Flow program, as well as our twice yearly Scholastic BookFairs, contribute to making
this a reality.

The school environment duringthe 2010-2011,2012-2012 was highlypressured because of the school's
status as a SIM. The staff is more observant to the Data that has been provided with regard to student
assessments, etc., in order to ensure that the needs of those students identified as "at-risk" are met and
also to meet our goal to providethe tools necessary for our students to move out of the SINI status.

Recently, the Board of Trustees approved the administrative re-structuring process. As such, EOCCS
will be utilizing data analysis more effectively through an Educational Data Analyst. Thus, during the
end-of-the year interviews/surveys that wereconducted by the Principal/ Executive Director, the staff
iterated that theyare comfortable withthe newly approved reorganization of the administrative staffing
anddisplayed positive attitudes for the new school year and the direction that EOCCS is taking.
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3) Charter School Enrollment, Demographics and Other Highlights continued

Withthe new studentdata analysis, the teachers will be able to assessstudentperformance on a greater
scale which will allowthem to identify at-risk students earlier in the school year and, in turn, will be
ableto provide the tools needed to bringthe students' achievements at or abovegrade level.

4) Internal Accounting Controls

Management of the Charter School is responsible for establishing and maintaining internal
control designed to ensure the assets of the Charter School are protected from loss, theft or
misuse and to ensure that adequate accounting data are compiled to allow for the preparation of
financial statements in conformity with generally accepted accounting principles (GAAP). The
system of internal control is designed to provide reasonable, but not absolute, assurance that
these objectives are met. The concept of reasonable assurance recognizes that: (1) the cost of a
control should not exceed the benefits likely to be derived; and (2) the valuation of costs and
benefits requires estimates and judgments by management.

As a recipient of federal awards and state financial assistance, the Charter School also is
responsible for ensuring that adequate system of internal controls is in place to ensure
compliance with applicable laws and regulations related to those programs. This system of
internal control is also subject to periodic evaluation by the Charter School's management.

As part of the Charter School's single audit described earlier, tests are made to determine the
adequacy of the system of internal controls, including that portion related to federal awards and
state financial assistance programs, as well as to determine that the Charter School has complied
with applicable laws and regulations.

5) Budgetary Controls

In addition to internal accounting controls, the Charter School maintains budgetary controls. The
objective of these budgetary controls is to ensure compliance with the statutory requirements of
charter school budgets. Annual appropriated budgets are adopted for general and special revenue
funds. The final budget amount, as amended for the fiscal year is reflected in the financial
section.

An encumbrance accounting system is used to record outstanding purchase commitments on a
line item basis. Open encumbrances at year end are either canceled or are included as re-
appropriations of fund balance in the subsequent year.
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5) Budgetary Controls continued

During the 2011-2012 fiscal school, the Charter School continued its efforts to improve its audit
status and operational processes and procedures, correcting deficiencies identified in previous
audits and reviews and on maintaining general compliance with sound fiscal practices.

6) Accounting System and Report

The Charter School's accounting records reflect generally accepted accounting principles
(GAAP), as promulgated by the Governmental Accounting Standards Board (GASB). The
accounting records also reflect New Jersey State Statute (N.J.S.A 18:4-14) that requires a
uniform system of double-entry bookkeeping consistent with the GAAP established by GASB
for us in all school districts and charter school. The accounting system is organized on the basis
of funds in accordance with the Uniform Charter of Accounts (Handbook 2R2) for New Jersey
Public Schools. These funds are explained in "Notes to the Financial Statements", Note 1.

7) Financial Statement Information at Fiscal Year-End

As demonstrated by the various statements and schedules included in the financial sectionof this
report, the Charter School continues to meet its responsibility for sound financial management.
The following schedule presents a summary of the General Fund, and Special revenue funds for
the fiscal year ended June 30, 2012 fiscal year:

Summary of the General Fund
and Special Revenue Fund Revenues

Increase/

Revenue 2012 2011 (decrease)

$ 31,479

% Change

Local sources $ 848,498 $ 817,019 3.85%

State sources 6,189,656 5,755,224 434,432 7.55%

Federal sources 683,517 657,010 26,507 4.03%

$ 7,721,671 $ 7,229,253 $ 492,418 6.81%

The Charter School experienced a general increase in revenue of about 6.8% which is consistent
with the general increase in state funding during 2012.

The following schedule presents a summary of general fund and special revenue expenditures for
the fiscal year ended June 30, 2012:
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7) Financial Statement Information at Fiscal Year-End conitinued

res

Summary of the General Fund
and Special Revenue Fund Expenditu

Expenditures 2012 2011

Increase/

(decrease)

$ 110,977

(375,573)
612,158

6,492

$ 354,054

% Change

Instruction

Administrative

Support

Capital outlay

$ 3,152,450

2,103,069

2,338,301

48,588

$ 7,642,408

$ 3,041,473

2,478,642

1,726,143

42,096

$ 7,288,354

3.65%

-15.15%

35.46%

100.00%

4.86%

The Charter School's expenditures increased at a slightly lower rate than the increase in revenue.

8) Cash Management

The investment policy of the Charter School is guided in large part by state statute as detailed in
"Notes to the Financial Statements". The Charter School has adopted a cash management plan,
which requires it to deposit public funds in public depositories protected from loss under the
provision of the Governmental Unit Deposit Protection Act ("GUDPA"). GUDPA was enacted
in 1970 to protect Governmental Units from loss of funds on deposit with a failed banking
institution in New Jersey. The law requires governmental units to deposit public funds in public
depositories located in New Jersey, where the funds are secured in accordance with the Act.

9) Risk Management

The Board carries various forms of insurance, including but not limited to general liability and
comprehensive/collision, hazard and theft insurance on property and contents, fidelity bonds and
worker's compensation.

10) Other Information

Independent Audit

State statute requires an annual audit by independent Certified Public Accountants or registered
Municipal Accountants. The Charter School appointed the accounting firm of Olugbenga
Olabintan, CPA.
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10) Other Information continued

Independent Audit continued

In addition to meeting the requirements set forth in state statutes, the audit also was designed to
meet the requirements of the Single Audit Act Amendment of 1996 and the related OMB
Circular A-133 and New Jersey OMB Circular Letter 04-04 "Single Audit Policyfor Recipients
ofFederal Grants, State Grants, and State Aid.

The auditor's report on the basic financial statements is included in the financial section of this
report. The auditor's reports related specifically to the single audit are included in the single
audit section of this report.

The 2011-12 school-year was one of great strides in terms of academic achievement at the East
Orange Community Charter School. In addition, it continues to enjoy a strong financial position
through careful stewardship of its resources. The next school year promises to be one that builds
upon these successes with additional progress in all areas of the School's operations, and
particularly in the area of student achievement.

11) Acknowledgments
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ongoing support and commitment to fiscal integrity and to the East Orange Community Charter
School Board of Trustees for their selfless dedication to improving student achievement.
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Respectfully submitted,
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Olugbenga Olabintan
Certified Public Accountant/Consultant

Tel: (201) 230-7518
137 Camden Street, Suite #3 Fax: (973) 368-8268
Newark, NJ 07103 E-mail: oolabintan@aol.com

Independent Auditors' Report

The Honorable President and

Members of the Board of Trustees

East Orange Community Charter School
East Orange, New Jersey
County of Essex

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the Board of Trustees of the
East Orange Community Charter School, (the "Charter School") in the County of Essex, State of New
Jersey as of and for the fiscal year ended June 30, 2012, which collectively comprise the Charter School's
basic financial statements as listed in the table of contents. These financial statements

are the responsibility of the Charter School's management. 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; audit requirements as prescribed by the Division of Administration and Finance, Department of
Education, State of New Jersey; and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards and
requirements require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement. An audit includes consideration of internal

control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Charter
School's internal control over financial reporting. Accordingly, we express no such opinion. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund, and
the aggregate remaining fund information of the Charter School of June 30, 2012, and the respective
changes in financial position and where applicable, cash flows, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 10,
2012 on our consideration of the Charter School's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report 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. This report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.
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Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis and Budgetary Comparison Information as listed in the table of contents be
presented to supplement the basic financial statements. Such information, although nota part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of the financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and otherknowledge we obtained during our audit of the basic financial statements.
We do notexpress anopinion or provide anyassurance on the information because the limited procedures
do not provideus with sufficient evidence to expressan opinion or provideany assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Charter School's basic financial statements. The accompanying supplementary information,
which consists of the introductory section, combining and individual fund financial statements and
statistical tables are presented for purposes of additional analysis and are not are required part of the basic
financial statements and in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. 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 basic
financial statements. The 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 themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America.

The accompanying schedules of expenditures of federal awards and state financial assistance
are 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 New Jersey
OMB's Circular 04-04, Single Audit Policy for Recipients ofFederal Grants, State Grants and State Aid
respectively, and are not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relations to the basic financial statements taken as a
whole.

October 10, 2012
Newark, New Jersey OLUGBENGA OLABINTAN

Certified Public Accountant/Consultant
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Required Supplementary Information

Parti

Management's Discussion and Analysis

The Management's Discussion and Analysis (MD&A) provides an analysis of the Charter
School's overall financial position and results of operations.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2012

(Unaudited)

Introduction

This section of the East Orange Community Charter School's annual financial report presents
our discussion and analysis of the Charter School's financial performance and provides an
overview of the Charter School's financial activities for the fiscal year ended June 30, 2012. It
should be read in conjunction with the transmittal letter at the front of this report and the Charter
School's financial statements, which follow this section.

Management's Discussion and Analysis (MD&A) is an element of Required Supplementary
Information specified in the Governmental Accounting Standard Board's (GASB) Statement No.
34, Basic Financial Statement - and Management's Discussion and Analysis- for State and
Local Governments. Certain comparative information between the current fiscal year and the
prior fiscal year is required to be presented in the MD&A.

Financial Highlights

Key financial highlights for fiscal year 2012 are as follows:

• Net assets of governmental activities ended the fiscal year with $1,026,980. Net
assets of business-type activities, which represent food service operations ended the
fiscal year with $-0-.

• General revenues accounted for $6,946,055 in revenue or 91 percent of total revenues
of $7,629,572. Program specific revenues, in the form of charges for services, grants,
and contributions accounted for $683,517 or 9 percent of total revenues.

The Charter School had $7,391,039 in expenses related to governmental activities;
$683,517 of these expenses is offset by operating grants and contributions. General
revenues (primarily State aid) of $6,946,055 helped to provide for the balance of
these programs.

The General Fund reported fund surplus at June 30, 2012, of $777,648.

•19-



EAST ORANGE COMMUNITY CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2012

(Unaudited)

Using the Basic Financial Statements

This annual report consists of a series of basic financial statements, required supplementary
information, other supplementary informationand notes to those statements and information.

The report is organized so the reader can understand the East Orange Community Charter School
as a financial whole, or as an entire operating entity. The first two basic financial Statements, the
Statement of Net Assets and the Statement of Activities, are governmental-wide financial
statements and provide overall information about the activities of the entire Charter School,
presenting both an aggregate view of the Charter School's finances and a long-term view of
those finances. The remaining basic financial statements are fund financial statements that focus
on the individual parts of the government, reporting the Charter School's operation in more
detail than the government-wide statements. The fund financial statements also look at the
Charter School's most significant funds with all other non-major funds presented in total in a
single column. For the East Orange Community Charter School, the General Fund is the most
significant fund.

The governmental funds statements tell how general government services were financed in the
short-term as well as what remains for future spending.

Proprietary fund statements offer short and long-term financial information about the activities,
the government operates like a business, such as food service.

Fiduciary fund statements provide information about financial relationship in which the Charter
School acts solely as a trustee or agent for the benefits of others, to whom the resources in
question belong.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of Required
Supplementary Information that further explains and supports the information in the financial
statements.

Reporting the Charter School as a Whole

Statement of Net Assets and Statements of Activities

While this report contains the fund used by the Charter School to provide programs and
activities, the view of the Charter School as a whole looks at all financial transactions and asks
the question, "how did we do financially during fiscal year 2012?" The statementsof Net Assets
and the Statement of Activities answer this question. These Statements include all the Charter
School's assets and liabilities using the accrual basis of accounting similar to the accounting
systemused by most private sector companies. This basis of accounting takes into account all of
the current year's revenues and expenses regardless of when cash was received or paid.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30, 2012

(Unaudited)

Statement of Net Assets and Statement of Activities-continued

These two statements report the Charter School's net assets and changes in those assets. This
change in net assets is important because it identifies whether the financial position of the
Charter School has improved or diminished for the Charter School as a whole. The cause of this
change may be the result of many factors some financial, some not. Non financial factors
include the property tax base of the School District where the Charter School is located, current
educational funding laws in New Jersey, facilities conditions, required educational programs, and
other factors. In the Statements of Net Assets and the Statements of Activities, the Charter
School is divided into two distinct kinds of activities:

Governmental Activities - Most of the Charter School's programs and services are reported
here including instructions, extracurricular activities, curriculum, staff development, special
education and other support services, operation and maintenance of plant, pupil transportation,
health services and general administration.

Business-Type Activity - Services are provided on a charge for goods or services or
reimbursement basis to recover the expenses of the goods or services provided. The food service
operations/after care programs enterprise fund is reported as a business activity.

Reporting the Charter School's Most Significant Funds

Fund Financial Statements

Fund financial reports provide detailed information about the Charter School's major funds-not
the Charter School as a whole. Funds are accounting devices that the Charter School uses to
keep track of a multitude of financial transactions. The Charter School's only major
governmental fund is the General Fund.

Governmental Funds

Most of the Charter School's activities are reported in governmental funds, which focus on how
monies flow into and out of those funds and the balances left at fiscal year end for spending in
future periods. These funds are reported using an accounting method called modified accrual
accounting. Which measures cash and all other financial assets that can readily be converted to
cash. The governmental fund statement provides a detailed short-term view of the Charter
School's general government operations and the basic services it provides. Governmental fund
information helps determine whether there are more or less financial resources that can be spent
in the near future to finance educational programs. The relationship, or differences, between
governmental activities reported in the Statement of Net Assets and the Statement of Activities
and the governmental funds are reconciled in the financial statements.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30, 2012

(Unaudited)

Enterprise Fund

The enterprise fund uses the same basis of accounting as business-type activities; therefore, these
statements are essentially the same.

The Charter School as a Whole

The perspective of the Statement of Net Assets is of the Charter School as a whole. Net assets
may serve over time as useful indicator of a government's financial position. In the case of the
Charter School, assets exceeded liabilities by $1,026,980 at the close of 2012. The following
table provides a summary of net assets relating to the Charter School's governmental and
business type activities:

Governmental

Activities

Business

Type

Acvtivities Total

2012 2011 2012 2011 2012 2011

Assets

Current Assets

Capital Assets, net

$ 1,269,270

759,482

2,028,752

$ 1,097,737

807,968

1,905,705

$ 54,829 $ 30,901 $ 1,324,099

759,482

2,083,581

$ 1,128,638

807,968

Total Assets 54,829 30,901 1,936,606

Liabilities

Current Liabilities

LongTermLiabilites

491,622

510,150

1,001,772

399,352

717,906

1,117,258

54,829 30,901 546,451

510,150

1,056,601

430,253

717,906

Total Liabilities 54,829 30,901 1,148,159

Net Assets

Invested in

Capital Assets

(netofrelated debt)

Unrestricted

Total Net Assets

759,482

267,498

$ 1,026,980 $

249,230

539,217

788,447 $ - $ -

759,482

267,498

$ 1,026,980 $

24930

539,217

788,447
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2012

(Unaudited)

The largest portion of the Charter School's net assets is its current assets. The Charter School
uses these current assets to provide services.

The total net assets of the Charter School increased by $277,569 during the current fiscal year
ended June 30, 2012. The majority of the increase is attributable to a surplus of $238,533 in the
General Fund. Operating grants and contributions increased by 6.0 percent.

The table that follows reflects the change in net assets for fiscal year 2012.

Revenues

Program Revenues:

Charge for Services

Operating grants

and Contributions

Total Program Revenues

General Revenues:

Local Aid

Federal and State Aid

Miscellaneous

Transfers

Total general Revenues

Total Revenues

Expenses:

Instructions

Administrative &

Support Services

Unallocated Depreciation
Food Service

After Care/Summer Prog

Total Expenses
Change in Net Assets

Business

Governmental Type

Activities Activities Total

2012 2011 2012 2011 2012 2011

$201,455 $221,052 $201,455 $221,052

$683,517 $663,580 289,585 256,090 973,102 919,670

683,517 663,580 491,040 477,142 1,174,557 1,140,722

812,342 751,886 812,342 751,886

6,189,656 5,755,224 6,189,656 5,755,224

36,156 58,563 36,156 58,563

(92,099) (103,308)

6,462,365

92,099

92,099

103,308

103,308

- -

6,946,055 7,038,154 6,565,673

7,629,572 7,125,945 583,139 580,450 8,212,711 7,706,395

3,152,450 3,041,473 3,152,450 3,041,473

4,190,102 4,101,477 4,190,102 4,101,477

48,487 48,487

392,454 418,910

- - 190685

583,139

161,540

580,450

190,685

7,533,237

161,540

7,391,039 7,191,437 7,304,490

$ 238,533 $ (65,492) $ - $ -
$ 679,474 $ 401,905

Governmental Activities

The Statement of Activities reflects the cost of program services and the charges for services and
operating grants and contributions offsetting those services. The table below, for government
activities, indicates the total cost of services and the net cost of services. It identifies the cost of
these services supported by unrestricted state entitlements for the fiscal year ended June 30,
2012.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2012

(Unaudited)

Governmental Activities - continued

Total Cost of Net Cost of

Services Services

Instruction $3,152,450 $2,631,873

Administrative & Support Services 4,190,102 4,027,162
Unallocated Depreciation 48,487 48,487
Total Expenses $ 7,391,039 $ 6,707,522

Business-Type Activity

The business-type activity of the Charter School consists of the food service operation and the
after-school program. These programs had revenues of $175,217and operating expenses of
$175,217 for fiscal year 2012. The Charter School intended to have food services be self
operating without assistance from the General Fund. However, the General Fund helped fund an
operating deficit of $82,189 in the food service program.

The Charter School's Funds

The Charter School's governmental funds are accounted for using the modified accrual basis of
accounting. All governmental funds had revenues of $7,721,671 and expenditures of
$7,642,408. The positive change in fund balance for the year enabled the Charter School to meet
its current costs.

The Charter School's budget is prepared according to New Jersey law and is based on
accounting for certain transactions on a basis of cash receipts, disbursements, and encumbrances.
The most significant budgeted fund is the general fund.

During the course of fiscal 2012, the Charter School amended its General Fund budget as
needed. The Charter School uses state-aid and other revenue-based budget. The budgeting
systems are designed to tightly control total budget, but provide flexibility for Charter School's
management teams.

For the General Fund, final budgeted revenues were $7,027,972, which included a local tax levy
of $812,342. Expenditures and other financing uses were budgeted at $7,109,960. The Charter
School anticipated budgeted fund balance of $518,766 in its 2011-2012 budget year.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2012

(Unaudited)

The State of New Jersey reimbursed the Charter School $174,350 during the year ended June 30,
2012 for the employer's share of social security contributions for TPAF members. This
unbudgeted amount was included in both revenues and expenditures.

Capital Assets

At the end of fiscal year 2012, the Charter School had $759,482 invested in capital assets in its
governmental activities.

The Charter School's 2012-2013 budget does not anticipate any spending on capital projects.

Long-term debt

At June 30, 2012, the Charter School had $510,150 in long-term debt - mortgages on one of the
school buildings. More detailed information about the Charter School's long term obligations is
presented in the notes to the financial statements

Economic Factors and Next Year's Budget

The State of New Jersey and indeed the entire United States continue to face serious budgetary
constraints and a result of the sharp downturn in the economy. These impact the amount of state
and federal aids allocated to charter schools. This reality was taken into account when adopting
the general fund budget for 2012-2013. Nothing was done to compromise the quality of the
programs in place in our Charter School during the regular instructional day. The budget was
prepared to ensure that all students have the textbooks, materials, supplies, equipment and
programs they need to meet New Jersey's Core Curriculum Content Standards. The budget was
adopted with a redirection of funds to maintain the quality of the regular school day.

Contacting the Charter School's Financial Management

This financial report is designed to provide our citizens, taxpayers, investors, and creditors with a
general overview of the Charter School's finances and to reflect the Charter School's
accountability for the monies it receives. Questions about this report or additional financial
information needs should be directed to:

EAST ORANGE COMMUNITY CHARTER SCHOOL

Business Office

99 Washington Street
East Orange, New Jersey 07017
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Basic Financial Statements
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Government-wide Financial Statements

The government-wide financial statements provide a financial overview of the Charter
School's operations. These financial statements present the financial position and operating
results of all governmental activities and business-type activities as of and for the Year
Ended June 30,2012.
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EAST ORANGE COMMUNITY CHARTER SCHOOL A-l

Statement of Net Assets

June 30, 2012

Assets

Cash and cash equivalents
Accounts receivable

Other current assets

Interfund receivables

Capital assets (net of accumdeprecof $840,990)
Total assets $

Liabilities

Accounts payable
Intergovernmental payables - state
Interfunds payables
Current portion of long term obligations
Noncurrent portion of long term obligations

Total liabilities

Net assets

Invested in capital assets
Unrestricted, undesignated

Total net assets

Total liabilities & net assets

Governmental

Activities

$ 818,076

292,919

83,877

74,398

759,482

Business-type
Activities

$ 12,151

42,678

2,028,752 _$_ 54,829

Total

$ 830,227

335,597

83,877

74,398

759,482

$2,083,581

$ 177,752

313,870

50,710

459,440

1,001,772

759,482

267,498

1,026,980

2,028,752

$ 24,711

30,118

$ 202,463

313,870

30,118

50,710

459,440

54,829 1,056,601

759,482

267,498

- 1,026,980

$ $ 54,829 $2,083,581

See independent auditor's report andaccompanying notes to basicfinancialstatements.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Statement of Activities

Year ended June 30,2012

Net (Expense) Revenue and
Changes in Net Assets

A-2

Program Revenues

Functions/Programs Expenses

$ 3,152,450

1,943,900

2,246,202

48,487

7,391,039

Charges for
Services

Operating
Grants and

Contributions

$ 520,577

162,940

Governmental

Activities

Business-type
Activities Totals

Governmental activities:

Instruction:

Regular
Administrative & Support services:

General administration

Support services
Capital outlay
Unallocated depreciation

$ (2,631,873)

(1,943,900)
(2,083,262)

(48,487)

(6,707,522)

$(2,631,873)

(1,943,900)
(2,083,262)

(48,487)

Total governmental activities 683,517 (6,707,522)

Business-type activities:
Food service

After care/summer programs
392,454

190,685

583,139
$ 7,974,178

$ 3,659

197,796

201,455
$201,455

289,585 $ (99,210)
7,111

(92,099)
(92,099)

(99,210)
7,111

Total business-type activities 289,585
$ 973,102

- (92,099)

Total primary government (6,707,522) (6,799,621)

General revenues, transfers and special items:

Local sources

State sources

Miscellaneous

Transfers

Total general revenues, transfers and special
Change in net assets

812,342

6,189,656

36,156

(92,099)
items 6,946,055

238,533

92,099

92,099

812,342

6,189,656

36,156

7,038,154

238,533

Net assets - beginning
Net assets - ending

788,447
$ 1,026,980

788,447

$ $ 1,026,980

See independent auditor's reportand accompanyingnotes to basicfinancial statements.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Governmental Funds

Balance Sheet

June 30,2012

B-l

Assets

Cash and cash equivalents
Accounts receivable:

State

Federal

Other

Other Current Assets

Interfund receivable

Total assets

Liabilities and Fund Balances

Interfund Accounts Payables
Accounts Payable
Intergovernmental payables - Federal
Intergovernmental payables - State

Total liabilities

Fund balances:

Unreserved:

Undesignated
Total fund balances

Total liabilities and fund balances

Amounts reported for governmental activities in the
statement of net assets (A-l) are different because:

Capital assets used in governmental activities are not

financial resources and therefore are not reported in

the funds.

Long-term liabilities, includingcapital leasesand

compensated absencesare not due and payable

in the current period and therefore are not

reported as liabilities in the funds.

Special Totals

General Revenue Governmental

Fund Fund Funds

$ 571,263 $ 246,813 $ 818,076

104,516 . 104,516

- 99,138 99,138

89,265 89,265

83,877 - 83,877

411,460
$

411,460

$ 1,260,381 $ 345,951 1,606,332

$ 337,062 $ 337,062

$ 168,863 8,889 177,752

313,870 -
313,870

482,733 345,951 828,684

777,648

777,648

$ 1,260,381 $ 345,951

Cost of capital assets
Accumulated depreciation

777,648

777,648

1,600,472

(840,990)
759,482

Long-term obligations

Net assets of governmental activities - A-l

See independent auditor's report and accompanying notes to basicfinancial statements.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances
Year ended June 30, 2012

Revenues:

Local sources:

Local tax levy
Miscellaneous

Total revenues - local sources

Federal sources

State sources

TPAF/FICA reimbursements

Total revenues

Current expense:
Instruction

Administrative

Support services
Capital outlay

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Fund balances, beginning of year

Fund balances, end of year

See independent auditor's report and accompanying notes tobasicfinancial statements.

Special

General Revenue

Fund Fund Total

$ 812,342 $ 812,342

36,156 36,156

848,498 848,498

. $ 683,517 683,517

6,015,306 6,015,306

174,350 -
174,350

7,038,154 683,517 7,721,671

2,631,873 520,577 3,152,450

2,103,069 2,103,069

2,175,361 162,940 2,338,301

48,588 - 48,588

6,958,891 683,517 7,642,408

79,263 -
79,263

698,385 - 698,385

$ 777,648 $ $ 777,648

-34-

B-2



EAST ORANGE COMMUNITY CHARTER SCHOOL B-3

Reconciliation of the Statement of Revenues, Expenditures

And Changes in Fund Balances of Governmental Funds
to the Statement of Activities

Year ended June 30,2012

Total net change in fund balances - governmental funds (B-2) $ 79,263

Amounts reported for governmental activities in the Statement
of Activities (A-2) are different because:

Capital outlays are reported in governmental funds as expenditures. However, in the

Statement of Activities, the cost of those assets is allocated over their estimated

useful lives as depreciation expense. This is the amount by which capital outlays

exceeded depreciation expenses in the period. Additionally, in the Statement of

Activities gains or (losses) are recognizedupondisposition.

Depreciation expense $ (48,487)
Capital outlays ~

Repaymentof longterm loan principal is an expenditurein the governmental funds, butthe

repayment reduces long-term liabilities inthe Statementof NetAssets and itis not reported inthe

Statement of Activities.

(48,487)

Repayment of long term loan principal 48,588
48,588

Inthe Statement of Activities, certain operating expenses, e.g. compensated absences (vacation)

are measured by the amounts earned during the year. Inthe governmental funds, however,

expenditures forthese itemsare reportedinthe amountoffinancial resources used (paid). When

the earned amounts exceeds the paid amount, the difference is a reduction in the reconciliation,

whenthe paidamountexceeds the earned amountthe difference is an addition to the reconciliation.

Amount of Compensated absences outstanding balance written back 159,169
159,169

Change in net assets of governmental activities (A-2) $ 238,533

See independent auditor's report and accompanying notes tobasicfinancial statements.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Proprietary Funds

Statement of Net Assets

Assets

Current Assets:

Cash and cash equivalents
Accounts Receivable:

Federal

State

Other

Total Current Assets

Liabilities

Current Liabilities:

Interfund Payable - General Fund
Accounts Payable

Total Current Liabilities

Net assets

Unresricted

Total Net Assets

June 30, 2012

$ 12,151

42,374

304

$ 54,829

30,118

24,711

$ 54,829

See independent auditor's report and accompanying notes to basicfinancial statements.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Proprietary Funds

Statement of Revenues, Expenditures and Changes in Net Assets

Year ended June 30,2012

B-5

Operating revenues:
Charges for services:

Daily sales - nonreimbursable programs
Miscellaneous revenue

Total Operating revenues

Operating expenses:
Cost of sales

Salaries

Employee benefits
Professional /Technical service

Supplies and materials
Depreciation
Miscellaneous

Total operating expenses

Operating income (loss)

Nonoperating revenues:
State sources:

State School Lunch Program
Federal sources:

National School Lunch Program
National School Breakfast Program
Summer Lunch Program

Total nonoperating revenues

Net income/(loss) before contributions & transfers

Other financing sources:
Transfer in/(out) - Board contribution

$ 201,455

Change in net assets

Total net assets-beginning of year

Total net assets-end of year

See independent auditor's report andaccompanying notes to basicfinancialstatements.
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201,455

379,746
120,299

94

12,614

70,386

583,139

(381,684)

3,931

182,365

93,854

9,435

289,585

(92,099)

92,099

92,099



EAST ORANGE COMMUNITY CHARTER SCHOOL B-6

Proprietary Fund

Statement of Cash Flows

Year ended June 30,2012

Cash flows from operating activities
Operating loss $ (381,684)
Adjustment to reconcile operating loss to net cash
used in operating activities:
Changes in assets and liabilities:

Increase in accounts receivable (17,359)
Increase indue to general fund 3,533
Increase in accounts payable 20,395

Net cash provided in operating activities (375,115)

Cash received from state reimbursements 3,931
Cash received from federal reimbursements 285,654
Operating subsidies and transfers from other funds 92,099
Net cash provided by noncapital financing activities 381,684

Cash flows from investing activities

Netdecrease in cash and cash equivalents 6,569
Cash and cash equivalents, beginning 5*582
Cash and cash equivalents, ending $ 12,151

See independent auditor's report andaccompanying notes to basicfinancial statements.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Fiduciary Funds

B-7

Assets

Cash and cash equivalents
Total assets

Liabilities and fund balances

Liabilities:

Payroll deductions and withholdings
Interfund payables
Account payable - due to students group

Total liabilities

Net Assets

Total liabilities and net assets

Statement of Fiduciary Net Assets

June 30, 2012

Student Unemployment
Activity Insurance

Fund Fund

Agency
Fund

Payroll

$ 69,008
$ 69,008

Total

$

$

$

$

-
$ 69,008
$ 69,008

$

up

$ -
24,728

44,280

24,728

44,280

- 69,008 69,008

$ $ - $ 69,008 $ 69,008

See independent auditor's report and accompanying notes tobasicfinancial statements.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

Fiduciary Funds

Statement of Changes in Fiduciary Net Assets

Year ended June 30,2012

B-8

Revenues:

General fund appropriation
Total revenues

Expenditures:
Payments to NJ Unemployment Compensation Fund

Total expenditures

Excess(deficiency) of revenue over(under) expenditures

Fund balance, beginning

Fund balance, ending

-42-

New Jersey

Unemployment
Benefits

$ 78,937

78,937

78,937

78,937

-

$ -
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EAST ORANGE COMMUNITY CHARTER SCHOOL

(County of Essex)
Notes to the Basic Financial Statements

Year Ended June 30, 2012

Description of the Charter School District and Reporting Entity

East Orange Community Charter School (the "Charter School" was incorporated in the
State of New Jersey in January 1998 as a non-for-profit corporation for the purpose of
operating and maintaining a public school under a charter granted by the State of New
Jersey, which promotes comprehensive educational reform by infusing innovation into
the public education system. It is an instrumentality of the State of New Jersey,
established to function as an education institution. The Charter School's Board of

Trustees (the Board) is responsible for the fiscal control of the Charter School. A
Principal/Chief School Administrator is appointed by Board and is responsible for the
administrative control of the Charter School. Under the existing the statutes, the Charter
School's duties and powers include, but not limited to the development and adoption of a
school program; the establishment, organization and operation of schools; and the
acquisition, maintenance and disposition of school property.

A reporting entity is comprised of the primary government, component units and other
organizations that are included to ensure that the financial statements of the Charter
School are not misleading. The primary government consists of all funds, departments,
boards and agencies that are not legally separate from the Charter School. For the Charter
School, this includes general operations, food service and student related activities of the
Charter School.

The primary criterion for includingactivities within the Charter School's reporting entity,
as set forth in Section 2100 of the GASB Codification of Governmental Accounting and
Financial Reporting Standards, is the degree of oversight responsibility maintained by the
Charter School. Oversight responsibility includes financial interdependency, selection of
governing authority, designation of management, and ability to significantly influence
operations and accountability for fiscal matters. The combined financial statements
include all funds of the Charter School over which the Board exercises operating control.
Based on the aforementioned criteria, the Charter School has no component units to be
included in the reporting entity. Further, the Charter School is not includable in any other
reporting entity on the basis of such criteria.

The East Orange Community Charter School Board of Trustees also has broad financial
responsibilities, including the approval of the annual budget and the establishment of a
system of accounting and budgetary controls.

Its mission is to establish a character school to serve as a neighborhood resource and as a
model for other similar schools. The East Orange Community Charter School is
committed to achieving the New Jersey Core Curriculum Content Standards and
producing high academic achievement by all students. The Charter School will integrate
a holistic curriculum, utilize learner center techniques, family and care giver centered
approaches, comprehensive community involvement, cutting edge technology and an
intimate nurturing environment that will enhance positive self-images.
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EAST ORANGE COMMUNITY CHARTER SCHOOL

(County of Essex)
Notes to the Basic Financial Statements

Year Ended June 30, 2012

Summary of Significant Accounting Policies

This summary of significant accounting policies of East Orange Community Charter
School is presented to assist in understanding the Charter School's financial statements
and notes are a representation of the Charter School's management, who is responsible
for their integrity and objectivity. These accounting policies conform to generally
accepted accounting principles in the United States as applied to governmental units and
have been consistently applied in the preparation of these financial statements.

The financial statements of the East Orange Community Charter School (the "Charter
School") have been prepared in conformity with generally accepted accounting principles
(GAAP) as applied to governmental units. GASB is the accepted standard-setting body
for establishing governmental accounting and financial reporting principles.

The Charter School also applies Financial Accounting Standards Board (FASB)
pronouncements issued on or before November 30, 1989, to its governmental and
business-type activities and to its enterprise fund unless they conflict with or contradict
GASB pronouncements. The most significant of the Charter School's accounting policies
are described below:

A Basis of Presentation

The Charter School's basic financial statements consist of government-wide statements,
including a statement of net assets and a statement of activities, and fund financial
statements that provide a more detailed level of financial information.

Charter School Government-wide Financial Statements

The statement of net assets and the statement of activities display information about the
Charter School as a whole. These statements include the financial activities of the Charter

School, except for fiduciary funds.

The statement of net assets presents the financial condition of the governmental and
business-type activities of the Charter School at year-end. The statement of activities
presents a comparison between direct expenses and program revenues for each program
or function of the Charter School's governmental and business-type activities. Direct
expenses are those that are specifically associated with a service, program or department
and are therefore clearly identifiable to a particular function. Program revenues include
charges paid by the recipient of the goods or services offered by the program and grants
and contributions that are restricted to meeting the operational or capital requirements of
a particular program. Revenues that are not classified as program revenues are presented
as general revenues of the Charter School, with certain limited exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each
governmental function is self-financingor draws from the general revenues of the Charter
School.
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