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November 19,2013

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 University Heights
Charter School (the "Charter School" or "UHCS") for the fiscal year ended June 30, 2013.

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. University Heights 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 ofManagement and Budget
Circular A-133, "Audits of States, Local Governments and Non-Profit Organizations", and the
NewJersey OMB's Circular 04-04, "Single Audit Policyfor Recipients ofFederal 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 University Heights Charter School (UHCS) 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 CharterSchool are included in this report.

The overarching mission of the UHCS 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 opennewdoors in their lives andthe lives of others.

UHCS is open to all Newark 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.

UHCS has completed its seventh year of service to the children and families of Newark. By the
end of 2012-2013 school year, the Charter Schoolhad a student enrollment of 335.

2) Economic Condition and Outlook

The City ofNewark is the largest city in the State ofNew Jersey. It serves as the county seat for
Essex County, with County, State and Federal Courts as well as governmental offices attracting a
large number of law firms to the central business district.

Mayor Cory Booker in his State of the City address stated that "Newark is in its greatest
development year since the 1960s. The City is engaged in 25 projects that have generated 2,500
construction jobs and has brought in $800 million to $900 million in investment", he said.

Business such as Standard Chartered Bank, Audible.Com and Pitney-Bowes are bringing more
than 180 jobs to our city. These businesses are expected to open in Newark's South Ward.

Newark is a transportation hub serviced by the Interstate Highway system, NJ Transit, Amtrak
Rail Links, and Newark International Airport, as well as container and cargo facilities at Port
Newark-Elizabeth.
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2) Economic Condition and Outlook - continued

It is also the insurance, finance and banking capital of the State. Headquartered in Newark are a
number of large financial institutions, including the prudential Insurance Company, Blue Cross
Blue Shield of New Jersey, as well as the State's largest public utility, Public Service Electric
and Gas Company. Newark is the site of the University of Medicine and Dentistry of New
Jersey, the New Jersey Institute ofTechnology, the Newark campus ofRutgers University, Seton
Hall LawSchool and Essex County College. Covering over320 acres, these five colleges serve a
population of approximately 45,000 students andfaculty.

The City of Newark is currently undergoing a revaluation of property holdings. Among the
concerns voiced in conjunction with this change is the potential effect of any redistribution of
property tax burden on economic activity and on the ability of local government to maintain and
improve services including its tax contributions forpublic school purposes.

The City of Newark has experienced a surge of large-scale economic development projects
initiated by the private sector over the last decade, including the construction of a new arena for
theprofessional hockey team, theNewJersey Devils, which opened in October 2007.

3) Charter School Enrollment, Demographics and Other Highlights

Continued Double-Digit Growth in Student Achievement: UHCS continued to post double-
digit gains in proficiency rates on the statewide NJ ASK assessment. Proficiency rates in all
subject areas are above district averages:

UHCS

Proficiency
Rate 2009

UHCS

Proficiency
Rate 2010

UHCS

Proficiency
Rate 2011

UHCS

Proficiency
Rate 2012

Growth from

2009 to 2012

Grade 3 Language Arts 38% 50% 58% 63% +25 points

Grade 3 Mathematics 45% 78% 95% 83% +38 points

Grade 4 Language Arts 11% 47% 45% 70% +59 points

Grade 4 Mathematics 11% 66% 90% 87% +76 points

Grade 4 Science* 57% 92% 88% 87% +30 points

The New Jersey School Performance report indicates that at UHCS academic performance is
very high when compared to its peers, outperforming 94% of schools, and student growth is very
high compared to its peers, outperforming 92% of schools.

Recognition for Serving High Need Students: Based on Newark Public School analysis of
district and charter school demographics, the make-up of the enrollment of University Heights
Charter School demonstrates more need than the average district school and more need than most
charter schools.
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3) Charter School Enrollment Demographics andOtherHighlights - continued

Enrollment Expansion to Grade 6: Because ofthese strong academic gains, University Heights
Charter School has transitioned from turnaround mode into an expansion phase that will serve
more Newark students with a high quality public education. In 2012-2013, UHCS expanded
from serving 288 students in grades K-5 to 336 students in grades K-6, and is preparing to serve
550 students in grades P-7 in 2013-2014.

New Facilities Construction: UHCS contracted with Canyon-Agassi Charter School Facilities
Fund to develop a second facility for its upper school expansion. The site is located right across
thestreet from the school'scurrent location, and is expected to open in October 2013. The school
also secured Quality School Construction Bond Financing that will significantly reduce
borrowing costs.

New Instrumental Music Program: In the spring, UHCS partnered with the New Jersey
Symphony Orchestra (NJSO) to implement a site-based, intensive afterschool instrumental music
program providing 6 hours of free violin instruction per week. The program is set to expand in
2013-2014 to serve 50 students in grades 4-7.

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.
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5) Budgetary Controls

Inaddition 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. The Charter School's Board approved a
resolution to reserve $1 million of the balance as of June 30,2013.

During the 2012-2013 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 areexplained 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 section of 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, 2013 fiscal year:

Summary of the General Fund
and Special Revenue Fund Revenues

Increase/

Revenue 2013 2012 (decrease)

$ (19,186)

% Change

Local sources $ 739,800 $ 758,986 -2.53%

State sources 4,570,158 3,754,906 815,252 21.71%

Federal sources 168,616 299,571 (130,955) -43.71%

$ 5,478,574 $ 4,813,463 $ 665,111 13.82%
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7) Financial Statement Information at Fiscal Year-End - continued

The Charter School experienced a general increase in revenue of about 13.82% which is consistent
with the general increase in state funding during 2013 as a result of an increase in enrollment.

The following schedule presents a summary of general fund and special revenue expenditures for the
fiscal year ended June 30, 2013:

Summary of the General Fund
and Special Revenue Fund Expenditures

Increase/

Expenditures 2013 2012 (decrease)

$ 676,621

% Change

Instruction $ 2,608,578 $ 1,931,957 35.02%

Administrative 1,591,916 1,056,420 535,496 50.69%

Support 1,097,245 1,012,937 84,308 8.32%

Capital outlay - - -

$ 5,297,739 $ 4,001,314 $ 1,296,425 32.40%

The Charter School's expenditures increased at a higher rate than the increase in revenue which was
partly responsible for the lower current operating surplus generated during the year ended June 30,
2013 compared to 2012.

8) Cash Management

The investment policy of the Charter School is guided in largepart 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.
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Independent Auditors' Report

The Honorable President and

Members of the Board of Trustees

University Heights Charter School
Newark, New Jersey
County of Essex

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund and the aggregate
remaining fund information of the Board of Trustees University Heights Charter School, (the "Charter
School") in the County of Essex, State of New Jersey as of and for the fiscal year ended June 30, 2013,
and the related notes to the financial statements, which collectively comprise the Charter 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 and audit requirements as prescribed by the
Office ofSchool Finance, Department of Education, State ofNew Jersey. Those standards require thatwe
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the Charter School as of June 30, 2013, and the respective changes in financial position and, where
applicable, cash flows, thereoffor theyear thenended in conformity withaccounting principles generally
accepted in the United States ofAmerica.

Other Matters

Required Supplementary Information

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 not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of 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 other knowledge we obtained during our audit of the basic financial statements.
We do not expressan opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise 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. 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 of Federal Grants, State Grants
andState Aid respectively, and are not a required part of the basic financial statements.

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. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly presented, in
all material respects, in relation to the basis financial statementsas a whole.
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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.

-16-



UNIVERSITY HEIGHTS CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2013

(Unaudited)

Introduction

This section of the University Heights 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, 2013. 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) StatementNo.
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 2013 are as follows:

• Net assets of governmental activities ended the fiscal year with $1,408,170. Net
assets of business-type activities, which represent food service operations/after care
and summer instructional programs, endedthe fiscal year with $27,869.

• General revenues accounted for $4,316,942 in revenue or 86 percent of total revenues
of $4,998,360. Program specific revenues, in the form of charges for services, grants,
and contributions accounted for $681,418 or 14 percent of total revenues.

• The Charter School had $5,297,739 in expenses related to governmental activities;
$244,316 of these expenses is offset by operating grants and contributions. General
revenues (primarily State aid) of $5,234,258 helped to provide for the balance of
these programs.

• The General Fund reported fund surplus at June 30, 2013, of $1,408,170 of which $1
million was designated by a resolution of the Charter School's Board for future
capital expenditures.

-17-



UNIVERSITY HEIGHTS CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2013

(Unaudited)

Using the Basic Financial Statements

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

The report is organized so the reader can understand the University Heights 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 University Heights 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 governmentoperates 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 moredetailed 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, "howdid we do financially during fiscal year 2013?" The statements of 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
system used by most private sector companies. This basis of accounting takes into account allof
the current year's revenues andexpenses regardless of when cash was received or paid.

-18-



UNIVERSITY HEIGHTS CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2013

(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
reimbursementbasis to recover the expenses of the goods or services provided. The food service
operations/aftercare programs enterprise fund is reportedas 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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UNIVERSITY HEIGHTS CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2013

(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 $1,408,170 at the close of 2013. 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

2013 2012 2013 2012 2013 2012

Assets

Current assets

Capitalassets, net

$ 1,708,970 $ 1,536,475 $ 147,628 $ 117,171 $ 1,856,598 $ 1,653,646

Total assets 1,708,970 1,536,475 147,628 117,171 1,856,598 1,653,646

Liabilities

Current liabilities

Long termliabilites

300,800 309,140 119,759 88,412 420,559 397,552

Total liabilities 300,800 309,140 119,759 88,412 420,559 397,552

Net Position

Invested in

capital assets

(netof related debt)

Designated

Unrestricted

Total netposition

1,000,000

408,170

$ 1,408,170 $

1,000,000

227,335

1,227,335

27,869

$ 27,869 $

28,759

28,759

1,000,000

436,039

$ 1,436,039 $

1,000,000

256,094

1,256,094
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UNIVERSITY HEIGHTS CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2013

(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 $179,945 during the current fiscal year
endedJune 30,2013. The majority of the increase is attributable to a surplus of $180,835 in the
General Fund. Operating grants and contributions increased by 33 percent.

The table that follows reflects the change in net assets for fiscal year 2013.

Business

Governmental Type

Activities Activities Total

2013 2012 2013 2012 2013 2012

Revenues

Program Revenues:

Charge for Services $36,622 $27,895 $36,622 $27,895

Operating grants

and Contributions $244,316 $499,521 173,883 154,002 418,199 653,523

Total Program Revenues 244,316 499,521 210,505 181,897 454,821 681,418

General Revenues:

Local Aid 679,360 552,395 679,360 552,395

Federal and State Aid 4,549,947 3,757,906 4,549,947 3,757,906

Miscellaneous 4,951 6,641 4,951 6,641

Transfers - - - - - -

Total general Revenues 5,234,258

5,478,574

4,316,942

4,816,463

- - 5,234,258

5,689,079

4,316,942

Total Revenues 210,505 181,897 4,998,360

Expenses:

Instructions 2,608,578 1,931,957 2,608,578 1,931,957

Administrative & - -

Support Services 2,689,161 2,069,357 2,689,161 2,069,357

Food Service - - 192167 163830 192,167 163,830

After Care Program - - 19,228

211,395

9,127

172,957

19,228

5,509,134

9,127

Total Expenses 5,297,739 4,001,314 4,174,271

Change in Net Assets $ 180,835 $ 815,149 $ (890) $ 8,940 $ 179,945 $ 824,089

Governmental Activities

The Statement of Activities reflects the cost ofprogram services and the charges for servicesand
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,
2013.
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UNIVERSITY HEIGHTS CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2013

(Unaudited)

Governmental Activities - continued

Total Cost of Net Cost of

Services Services

Instruction $ 2,608,578 $ 2,432,645
Administrative & Support Services 2,689,161 2,620,778
Unallocated Depreciation - -
Total Expenses $ 5,297,739 $ 5,053,423

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 $210,505 and operating expenses of
$211,395 for fiscal year 2013. The Charter School intended to have food services be self
operating without assistance from the General Fund.

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 $5,478,574 and expenditures of
$5,297,739. 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 certaintransactions on a basis of cash receipts, disbursements, and encumbrances.
The most significant budgeted fund is the general fund.

During the course of fiscal 2013, 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.
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UNIVERSITY HEIGHTS CHARTER SCHOOL

Management's Discussion and Analysis
Year Ended June 30,2013

(Unaudited)

The State ofNew Jersey reimbursed the Charter School $168,616 during the year ended June 30,
2013 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 2013, the Charter School did not have any funds invested in capital
assets in its governmental activities.

The Charter School's 2013-2014 budget projects spending approximately $1,000,000 for capital
projects.

Long-term debt

At June 30, 2013, the Charter School did not have any long term debt.

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 2013-2014. 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

Thisfinancial 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:

UNIVERSITY HEIGHTS CHARTER SCHOOL

Business Office

74 Hartford Street

Newark, New Jersey 07103
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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 30,2013.
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UNIVERSITY HEIGHTS CHARTER SCHOOL A-l

Statement of Net Position

June 30,2013

Governmental

Activities

Business-type
Activities Total

Assets

Cash and cash equivalents
Accounts receivable

Other current assets

Interfund receivables

$

$

$

1,314,299

233,118

49,292

112,261
1,708,970

255,284
15,431

30,085

$ 119,127

28,501

$1,433,426
261,619

49,292

112,261

Total assets

Liabilities

Accounts payable and accrued expenses
Intergovermental payables - other
Deferred revenue

Interfunds payables

$

$

$

147,628

7,856

111,903

119,759

27,869

27,869

147,628

$1,856,598

$ 263,140
15,431

30,085

111,903

Total liabilities

Net position
Unrestricted, designated
Unrestricted, undesignated

Total net position
Total liabilities & net position $

300,800

1,000,000

408,170

1,408,170

1,708,970

420,559

1,000,000

436,039

1,436,039

$1,856,598

See independent auditor's report and accompanying notes to basicfinancial statements.
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Functions/Programs

Governmental activities:

Instruction:

Regular
Administrative & Support services:

General administration

Support services
Total governmental activities

Business-type activities:
Food service

After care

Total business-type activities
Total primary government

UNIVERSITY HEIGHTS CHARTER SCHOOL

Statement of Activities

Expenses

Year ended June 30,2013

Program Revenues

Charges for
Services

Operating
Grants and

Contributions

Net (Expense) Revenue and
Changes in Net Position

Governmental

Activities

Business-type
Activities

A-2

Totals

$ 2,608,578 $ 175,933 $ (2,432,645) $(2,432,645)

1,591,916

1,097,245
5,297,739

68,383
244,316

(1,591,916)
(1,028,862)
(5,053,423)

(1,591,916)
(1,028,862)
(5,053,423)

192,167 $ 10,512
19,228 26,110

173,883 $ (7,772)
6,882

(890)
(890)

(7,772)
6,882

211,395 36,622
$

173,883
418,199

- (890)
$ 5,509,134 $ 36,622 (5,053,423) (5,054,313)

General revenues, transfers and

Local sources

Federal and state sources

Miscellaneous

ispecial items:

isfers and special items

679,360

4,549,947

4,951

- 679,360

4,549,947

4,951
Total general revenues, tran 5,234,258 - 5,234,258

Change in net position 180,835 (890) 179,945

Net position - beginning
Net position - ending

1,227,335
$ 1,408,170 $

28,759
I 27,869

1,256,094
$ 1,436,039

See independent auditor's report and accompanying notes to basic financial statements.

-27-



Funds Financial Statements

-28-



Governmental Funds

-29-



UNIVERSITY HEIGHTS CHARTER SCHOOL

Governmental Funds

Balance Sheet

June 30,2013

B-l

Assets

Cash and cash equivalents
State

Federal

Other

Other current assets

Interfund receivable

Total assets

Liabilities and Fund Balances

Special Totals

General Revenue Governmental

Fund Fund Funds

$ 1,451,917 $ (137,618) $ 1,314,299

2,113 - 2,113

- 169,317 169,317

61,688 61,688

49,292 - 49,292

113,222 - 113,222

$ 1,678,232 31.699 $ 1.709,931

Accounts payable and accrued expenses
Interfund accounts payables
Intergovernmental payables - other
Deferred revenue

$ 254,631

15,431

$ 653

961

30,085

31,699

$ 255,284

961

15,431

30,085

Total liabilities

Fund balances:

Designated
Undesignated

$

270,062

1,000,000
408,170

1,408,170
1.678.232

301,761

1,000,000
408,170

Total fund balances - 1,408,170

Total liabilities and fund balances $ 31,699

Amounts reported for governmental activities in the

statement ofnet position (A-l) are different because:

Capital assets used in governmental activities are not

financial resources and therefore are not reported in

the funds.

Cost of capital assets
Accumulated depreciation

Net position ofgovernmental activities - A-l

See independent auditor's report andaccompanying notes to basicfinancialstatements.
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UNIVERSITY HEIGHTS CHARTER SCHOOL

Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances
Year ended June 30,2013

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 ofyear

See independent auditor's reportandaccompanying notes to basicfinancial statements.

General

Fund

Special
Revenue

Fund Total

$ 679,360
4,951

$ 55,489 $ 734,849
4,951

684,311

4,381,331

168,616

55,489

188,827

739,800

188,827

4,381,331

168,616

5,234,258 244,316 5,478,574

2,432,645

1,591,916

1,028,862

175,933

68,383

2,608,578

1,591,916
1,097,245

5,053,423 244,316 5,297,739

180,835 - 180,835

1,227,335 - 1,227,335

$ 1,408,170 $ $ 1,408,170
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UNIVERSITY HEIGHTS 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 30,2013

Total net change in fund balances - governmental funds (B-2) $ 180,835

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

Change in net position of governmental activities (A-2) $ 180,835

See independent auditor's report andaccompanying notes to basicfinancial statements.
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UNIVERSITY HEIGHTS CHARTER SCHOOL

Proprietary Funds

Statement of Net Position

Assets

Current assets:

Accounts receivable:

Federal

State

Total current assets

Liabilities

Current liabilities:

Interfund payable - general fund
Accounts payable

Total current liabilities

Net position
Unresricted

Total net position

June 30,2013

$ 119,127

28,048

453

$ 147,628

111,903

7,856

$ 119,759

27,869

$ 27,869

See independentauditor's report and accompanyingnotes to basicfinancial statements.
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UNIVERSITY HEIGHTS CHARTER SCHOOL B-5

Proprietary Funds

Statement of Revenues, Expenditures and Changes in Net Position

Year ended June 30,2013

Operating revenues:
Charges for services:

Daily sales - nonreimbursable programs $ 36,469
Miscellaneous revenue 153

36,622

Operating expenses:
Cost of sales 163,066
Salaries 47,295
Employee benefits
Professional /Technical service

Supplies and materials
Depreciation
Miscellaneous 1,034

Total operating expenses 211,395

Operating income (loss) (174,773)

Nonoperating revenues:
State sources:

State School Lunch Program 2,746
Federal sources:

National School Lunch Program 134,690
National School Breakfast Program 27,750
After School Snacks 8,697

Total nonoperating revenues 173,883

Net income/(loss) before contributions & transfers (890)

Other financing sources:
Transfer in/(out) - After Care to Food Program -

Change in net position (890)

Total netposition-beginning of year 28,759

Total netposition-end ofyear $ 27,869

See independent auditor's report and accompanying notes tobasicfinancial statements.
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UNIVERSITY HEIGHTS CHARTER SCHOOL B-6

Proprietary Fund

Statement of Cash Flows

Year ended June 30,2013

Cash flows from operating activities
Operating loss $ (174,773)
Adjustment to reconcile operating loss to net cash
used in operating activities:

Changes in assets and liabilities:
Decrease in accounts receivable 7,831

Increase in due to general fund 28,984
Increase in accounts payable 2,363

Net cash provided in operating activities (135,595)

Cash received from state reimbursements 2,746

Cash received from federal reimbursements 171,137

Operating subsidiesand transfers from other funds -
Net cash provided by noncapital financing activities 173,883

Cash flows from investing activities

Net increase in cash and cash equivalents 38,288
Cash and cash equivalents, beginning 80,839
Cash and cash equivalents, ending $ 119,127

See independent auditor's report andaccompanying notes tobasicfinancial statements.
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UNIVERSITY HEIGHTS CHARTER SCHOOL

Fiduciary Funds

Statement of Fiduciary Net Assets

June 30,2013

B-7

Unemployment
Insurance

Fund

Agency
Fund

Payroll

Student

Activity
Fund

Development
Fund Total

Assets

Cash and cash equivalents
Total assets

$

$

20,840
20,840

$

$

83,397
83,397

$ 720

$ 720

$

S

358

358

$

$

105,315
105,315

Liabilities and fund balances

Liabilities:

Payroll deductions and withholdings
Interfund payables

$ - $ 83,397

$ 358

$ 83,397
358

Account payable - due to students group $ 720

$ 720 $

$

720

Total liabilities - $ 83,397 $ 358 84,475

Net Assets

Total liabilities and net assets $

20,840
20,840

20,840
105,315

See independent auditor'sreportand accompanyingnotes to basicfinancial statements.
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UNIVERSITY HEIGHTS CHARTER SCHOOL

Fiduciary Funds

Statement of Changes in Fiduciary Net Assets

Year ended June 30,2013

Revenues:

General fund appropriation
Total revenues

Expenditures:
Payments to NJ Unemployment Compensation Fund

Total expenditures

Excess(deficiency) of revenue over(under) expenditures

Net assets, beginning

Net assets, ending

See independent auditor's report andaccompanying notesto basicfinancialstatements.
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Unemployment

Benefits

24,245
24,245

24,245

24,245

20,840

$ 20,840
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UNIVERSITY HEIGHTS CHARTER SCHOOL

(County of Essex)
Notes to the Basic Financial Statements

Year Ended June 30,2013

Description of the Charter School District and Reporting Entity

University Heights Charter School (the "Charter School" was incorporated in the State of
New Jersey in September 2006 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. An
Executive Director/School Lead Person 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 dispositionof 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 including activities 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 reportingentity. Further, the Charter School is not includable in any other
reporting entity on the basis of such criteria.

The University Heights 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 University Heights 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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UNIVERSITY HEIGHTS CHARTER SCHOOL

(County of Essex)
Notes to the Basic Financial Statements

Year Ended June 30,2013

Summary of Significant Accounting Policies

This summary of significant accounting policies of University Heights 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 preparationof these financial statements.

The financial statements of the University Heights Charter School (the "CharterSchool")
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 accountingpolicies
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 ofdirect expenses with program revenues identifies the extent to which each
governmental function isself-financing or draws from the general revenues ofthe Charter
School.
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UNIVERSITY HEIGHTS CHARTER SCHOOL

(County of Essex)
Notes to the Basic Financial Statements

Year Ended June 30,2013

Summary of Significant Accounting Policies - continued

The governmental activities generally are financed through federal and state awards,
taxes and other non-exchange revenues. Business-type activities are financed in whole or
in part by fees charged to external parties for goods or services.

Fund Financial Statements

Fund financial statements of the Charter School are organized into funds, each of which
is considered to be separate accounting entities. Each fund is accounted for by providing
a separate set of self-balancing accounts that constitute its assets, liabilities, fund equity,
revenues, and expenditure/expenses. Funds are organized into three major categories:
governmental, proprietary, and fiduciary. An emphasis is placed on major funds within
the governmental and proprietary categories. A fund is considered major if it is the
primary operating fund of the Charter School. The New Jersey Department of Education
(NJDOE) requires that all funds be reported as major, as it is considered important for
public interest and to promote consistency among Charter Schools financial reporting in
the State ofNew Jersey.

B Fund Accounting

The Charter School segregates transactions related to certain Charter School functions or
activities in separate funds in order to aid financial management and to demonstrate legal
compliance. Fund financial statements are designed to present financial information of
the Charter School at a more detailed level.

Governmental Funds

Governmental funds are those funds through which most governmental functions
typically are financed. Governmental fund reporting focuses on the sources, uses and
balances of current financial resources. Expendable assets are assigned to the various
governmental funds according to the purposes for which they will be paid. The difference
between governmental fund assets and liabilities is reported as fund balance. The
following are the Charter Schools' major governmental funds:

General Fund - The General Fund is the primary operating fund of the Charter School. It
is used to account for all financial resources except those that are legally or
administratively required to be accounted for in another fund. Included are certain
expenditures for vehicles and movable instructional or non-instructional equipment
which are classified in the Capital Outlay sub-fund.
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UNIVERSITY HEIGHTS CHARTER SCHOOL

(County of Essex)
Notes to the Basic Financial Statements

Year Ended June 30,2013

Summary of Significant Accounting Policies - continued

As required by the New Jersey Department of Education, the Charter School included
budgeted capital outlay in this fund. Generally accepted accounting principles as they
pertain to governmental entities state that General Fund resources may be used to directly
finance capital outlays for long-lived improvements as long as the resources in such cases
are derived exclusively from unrestricted revenues.

Resources for budgeted capital outlay purposes are normally derived from State of New
Jersey aid and appropriated fund balance. Expenditures are those that result in the
acquisition of or additions to fixed assets for land, existing buildings, improvements of
ground, construction of buildings, additions to or remodeling of buildings and the
purchase of built-in equipment. These resources can be transferred from and to current
expense by board resolution.

Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds
of specific revenue from State and Federal Government, (other than major Capital
Projects, Debt Service or the Enterprise Funds) and local appropriations that legally
restricted to expenditures for specified purposes.

Capital Projects Fund - The Capital Projects Fund is used to account for all financial
resources to be used for the acquisition or construction of major capital facilities (other
than those financed by proprietary funds). The financial resources are derived from
temporary notes or serial bonds that are specifically authorized by the voters as a separate
question on the ballot either during the annual election or at a special election. As of June
30,2013 there was no Capital Projects Fund.

Proprietary Funds

The focus of Proprietary Funds' measurement is upon determination of net income,
changes in net assets, financial position and cash flows. The generally accepted
accounting principles applicable are those to similar to business in the private sector. The
following is a description of the Proprietary Funds of the Charter School:

Enterprise Funds - The Enterprise Fund is utilized to account for operations that are
financed and operated in a manner similar to private business enterprises where the intent
of the Charter School is that the cost (i.e. expenses including depreciation and indirect
costs) of providing goods and services to the students on a continuing basis be financed
or recovered primarily through user charges; or where the Charter School has decided
that periodic determination of revenues earned, expenses incurred, and/or net income is
appropriated for capital maintenance, public policy, management control, accountability
or other purposes.
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