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INDEPENDENT	AUDITORS’	REPORT	
	
	
To	the	Board	of	Trustees	of	
New	York	French	American	Charter	School	
	
We	were	engaged	to	audit	the	accompanying	statement	of	financial	position	of	the	New	York	French	
American	 Charter	 School	 (“the	 School’)	 from	 inception	 through	 June	 30,	 2011,	 and	 the	 related	
statements	of	activities,	functional	expenses,	and	cash	flows	for	the	period	then	ended.	These	financial	
statements	are	 the	responsibility	of	 the	School’s	management.	Our	responsibility	 is	 to	express	an	
opinion	on	these	financial	statements	based	on	our	audit.	
	
The	School	did	not	have	adequate	attendance	records.	We	therefore	couldn’t	perform	procedures	that	
we	considered	necessary	under	auditing	standards	generally	accepted	in	the	United	States	of	America	
to	verify	the	validity	of	revenue.	Because	of	this	circumstance,	the	scope	of	our	work	was	not	sufficient	
to	enable	us	to	express,	and	we	do	not	express,	an	opinion	on	these	financial	statements.	
	
The	accompanying	financial	statements	have	been	prepared	assuming	the	School	will	continue	as	a	
going	concern.	As	discussed	in	Note	9,	the	School	was	notified	that	it	had	material	violations	of	law	and	
terms	of	its	Charter	Agreement.	As	a	result,	the	School	was	placed	on	probation.	If	the	School	does	not	
produce	and	comply	with	a	Remedial	Action	Plan,	the	School’s	charter	can	be	revoked.	This	condition	
raises	 substantial	 doubt	 about	 the	 School’s	 ability	 to	 continue	 as	 a	 going	 concern.	 The	 financial	
statements	do	not	include	any	adjustments	that	might	result	from	the	outcome	of	this	uncertainty.		
	

	
	
Schall	&	Ashenfarb	
Certified	Public	Accountants,	LLC	

	
December	21,	2011	
	



Cash	and	cash	equivalents	(Notes	2c	and	2d) $28,249
Restricted	cash	(Note	3) 4,728
Grant	receivable	‐	New	York	City	(Notes	2b	and	4) 59,198
Government	grants	receivable 110,068
Security	deposit	and	other	assets 59,664
Fixed	assets,	net	(Notes	2f	and	5) 76,550

										Total	assets $338,457

Liabilities:
Accounts	payable	and	accrued	expenses $32,886
Deferred	rent	(Note	2g) 148,812

Total	liabilities 181,698

Net	Assets:	(Note	2a)
Unrestricted 156,759

Total	net	assets 156,759

					Total	liabilities	and	net	assets $338,457

NEW	YORK	FRENCH	AMERICAN	CHARTER	SCHOOL

AT	JUNE	30,	2011
STATEMENT	OF	FINANCIAL	POSITION

are	an	integral	part	of	these	financial	statements.

Assets

Liabilities	and	Net	Assets

The	attached	notes	and	auditors'	report
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Unrestricted:
Public	Support	and	Revenue:

Public	school	district:	(Notes	2b	and	4)
		Revenue	‐	resident	student	enrollment $2,021,001

Government		grants 139,972
Contributions 65,928
Other	income 31,671

Total	public	support	and	revenue 2,258,572

Expenses:
Program	services	‐	instructional	support 1,783,008
Supporting	services:
Management	and	general 285,177
Fundraising 33,628
Total	supporting	services 318,805

			Total	expenses 2,101,813

Change	in	net	assets 156,759

Net	assets	‐	beginning 0

Net	assets	‐	ending $156,759

NEW	YORK	FRENCH	AMERICAN	CHARTER	SCHOOL

are	an	integral	part	of	these	financial	statements.

STATEMENT	OF	ACTIVITIES
FROM	INCEPTION	THROUGH	JUNE	30,	2011

The	attached	notes	and	auditors'	report
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Program
Services

Management
Instructional and Total
Support General Fundraising Total Expenses

Salaries $994,937 $125,285 $19,673 $144,958 $1,139,895
Fringe	benefits	and
		payroll	taxes 128,102 16,131 2,533 18,664 146,766

				Total	personnel	costs 1,123,039 141,416 22,206 163,622 1,286,661

Professional	costs 39,622 73,347 783 74,130 113,752
Repairs	and
		maintenance 40,119 5,052 793 5,845 45,964
Insurance 10,959 1,380 217 1,597 12,556
Rent	and	utilities 459,996 57,922 9,096 67,018 527,014
Contractual	services 8,543 0 8,543
Pupil	supplies 72,127 0 72,127
Office	expense 20,478 2,543 399 2,942 23,420
Depreciation 8,125 853 134 987 9,112
Miscellaneous 2,664 2,664 2,664

				Total	other	than
						personnel	costs 659,969 143,761 11,422 155,183 815,152

									Total	expenses $1,783,008 $285,177 $33,628 $318,805 $2,101,813

are	an	integral	part	of	these	financial	statements.

NEW	YORK	FRENCH	AMERICAN	CHARTER	SCHOOL
STATEMENT	OF	FUNCTIONAL	EXPENSES

FROM	INCEPTION	THROUGH	JUNE	30,	2011

The	attached	notes	and	auditors'	report

Supporting	Services
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Cash	Flows	from	Operating	Activities:
Change	in	net	assets $156,759
Adjustments	to	reconcile	change	in	net	assets
to	net	cash	provided	by/(used	for)	operating	activities:
Depreciation	expense 9,112
(Increase)/decrease	in	assets:
Restricted	cash (4,728)
Grant	receivable	‐	New	York	Ctiy (59,198)
Government	grants	receivable (110,068)
Security	deposit	and	other	assets (59,664)
Increase/(decrease)	in	liabilities:
Accounts	payable	and	accrued	expenses 32,886
Deferred	rent 148,812

Total	adjustments (42,848)

				Net	cash	provided	by	operating	activities 113,911

Cash	Flows	from	Investing	Activities:
Purchase	of	furniture	and	equipment (85,662)

Net	cash	used	for	investing	activities (85,662)

Net	increase	in	cash	and	cash	equivalents 28,249

Cash	and	cash	equivalents	‐	beginning	 0

Cash	and	cash	equivalents	‐	ending $28,249

Supplemental	disclosures:
Interest	paid	‐	$0
Taxes	paid	‐	$0

NEW	YORK	FRENCH	AMERICAN	CHARTER	SCHOOL
STATEMENT	OF	CASH	FLOWS

FROM	INCEPTION	THROUGH	JUNE	30,	2011

are	an	integral	part	of	these	financial	statements.
The	attached	notes	and	auditors'	report
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NEW	YORK	FRENCH	AMERICAN	CHARTER	SCHOOL	
NOTES	TO	FINANCIAL	STATEMENTS	
FROM	INCEPTION	TO	JUNE	30,	2011	

	
	
Note	1	‐	 Organization	and	Nature	of	Activities		

	
New	York	French	American	Charter	School	(“the	School”),	located	in	Manhattan,	New	York,	
is	a	not‐for‐profit	education	corporation	chartered	by	the	Regents	of	the	University	of	the	
State	of	New	York.	The	School	provides	a	full	range	of	educational	services	appropriate	for	
kindergarten	and	first	grade	levels.	The	School	completed	the	2010‐2011	fiscal	year,	its	
initial	year	of	operations,	with	an	average	enrollment	of	approximately	149	students.	The	
School	is	a	publicly	funded,	privately	managed	school,	which	is	independent	of	the	New	
York	City	Department	of	Education	(“NYCDOE”).	
	
On	September	15,	2009,	the	School	was	granted	a	provisional	charter	by	the	University	of	
the	State	of	New	York,	Education	Department	(“NYSED)	for	a	term	up	through	and	including	
September	14,	2014.	Such	provisional	charter	may	be	extended	upon	application	for	a	term	
of	up	to	five	years	in	accordance	with	the	provisions	of	Article	56	of	the	Education	Law.	
	
The	School	is	exempt	from	Federal	income	taxes	under	Section	501(c)(3)	of	the	Internal	
Revenue	 Code.	 Accordingly,	 no	 provision	 for	 income	 taxes	 has	 been	 reflected	 in	 the	
accompanying	 financial	 statements.	 The	 School	 has	 not	 been	 designated	 a	 private	
foundation.	
	

Note	2	‐	 Significant	Accounting	Policies	
	

a. Basis	of	Presentation	
The	accompanying	financial	statements	have	been	prepared	using	the	accrual	basis	of	
accounting.	
	
The	School’s	net	assets	are	classified	based	upon	the	existence	or	absence	of	donor‐
imposed	restrictions	as	follows:	
	

 Unrestricted	–	represent	those	resources	for	which	there	are	no	restrictions	by	
donors	as	to	their	use.	

	
 Temporarily	restricted	–	represent	those	resources,	the	uses	of	which	have	been	

restricted	by	donors	to	specific	purposes	or	the	passage	of	time.	The	release	
from	 restrictions	 results	 from	 the	 satisfaction	 of	 the	 restricted	 purposes	
specified	by	the	donor.	Temporarily	restricted	contributions,	the	requirements	
of	which	are	met	 in	the	year	of	donation,	are	reported	as	unrestricted.	The	
School	did	not	have	any	temporary	restricted	net	assets	at	June	30,	2011.	

	
 Permanently	restricted	–	accounts	for	activity	restricted	by	donors	that	must	

remain	intact	in	perpetuity.	The	School	did	not	have	any	permanently	restricted	
net	assets	at	June	30,	2011.	
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b. Revenue	Recognition	

Program	revenues	are	recognized	based	on	rates	established	by	the	School’s	funding	
sources	and	the	amount	realizable	on	the	accrual	basis	 in	the	period	during	which	
services	are	provided.	Contributions	are	recorded	as	revenue	upon	receipt	of	cash	or	
unconditional	 pledges,	 and	 are	 considered	 available	 for	 unrestricted	 use,	 unless	
specifically	restricted	by	the	donor,	in	which	case	they	are	recorded	as	temporarily	
restricted.	Government	grants	that	have	traits	more	similar	to	contracts	for	service	are	
treated	as	exchange	transactions	and	are	recorded	as	income	when	earned.		

	
c. Cash	and	Cash	Equivalents	

Checking	 and	 money	 market	 accounts	 with	 local	 banks	 and	 highly	 liquid	 debt	
instruments	purchased	with	a	maturity	of	three	months	or	less	are	considered	to	be	
cash	equivalents	for	purposes	of	the	accompanying	statement	of	cash	flows.	
	

d. Significant	Concentrations	
Financial	instruments	which	potentially	subject	the	School	to	concentration	of	credit	
risk	consist	of	cash	and	money	market	accounts.	The	School	places	its	temporary	cash	
and	money	market	accounts	with	a	financial	institution	they	deem	to	be	creditworthy.	
At	various	points	throughout	the	year,	material	cash	balances	were	in	excess	of	FDIC	
insurance	 levels;	 however,	 the	 School	 has	 not	 experienced	 any	 losses	 from	 these	
accounts.	
	
The	School	is	dependent	upon	grants	from	NYCDOE	to	carry	out	its	operations.	For	the	
year	ended	June	30,	2011,	approximately	94%	of	the	School’s	total	support	and	revenue	
was	realized	from	the	NYCDOE.	
	

e. Allowance	for	Uncollectible	Receivables	
Management	has	not	established	a	reserve	for	uncollectible	receivables	because	they	
deem	all	receivables	to	be	fully	collected	based	on	specific	identification	and	analysis.	
Write‐offs	will	be	recorded	as	expense	in	the	year	they	are	deemed	to	be	uncollectible.	
	

f. Fixed	Assets	and	Capitalization	Policy	
Furniture	and	equipment	assets	are	stated	at	cost	or	at	the	fair	market	value	at	the	date	
of	gift,	if	donated.	The	School	capitalizes	fixed	assets	in	excess	of	pre‐defined	amounts	
that	have	a	useful	life	of	more	than	one	year.	Depreciation	was	computed	using	the	
straight‐line	method	over	the	estimated	useful	lives	of	the	respective	assets,	as	follows:	
	
Office	equipment	–	5	years	
Computer	equipment	–	3	years	
Furniture	and	fixtures	–	7	years	
Leasehold	improvements	–	Life	of	lease	not	to	exceed	10	years	
	

g. Deferred	Rent	
Rent	 expense	 is	 recorded	on	 the	 straight‐line	basis	over	 the	 life	of	 the	 lease.	Rent	
expense	recognized	in	excess	of	cash	payments,	primarily	due	to	free	rent	received	at	
the	beginning	of	the	lease,	is	reflected	as	deferred	rent.	As	future	payments	exceed	the	
annual	expense	recognized,	deferred	rent	will	be	reduced	to	zero	by	the	end	of	the	lease	
term.	
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h. Donated	Services	

Generally	accepted	accounting	principles	require	donated	services	to	be	recognized	in	
circumstances	where	those	services	create	or	enhance	non‐financial	assets	or	require	
specialized	 skills,	 are	 provided	 by	 individuals	 possessing	 those	 skills	 and	 would	
typically	need	to	be	purchased	if	not	provided	in‐kind.	
	

i. Functional	Allocation	of	Expenses	
The	costs	of	providing	various	programs	and	other	activities	have	been	summarized	on	
a	functional	basis	in	the	accompanying	statements	of	activities	and	functional	expenses.	
Accordingly,	certain	costs	have	been	allocated	among	the	programs	and	supporting	
services	benefited.	
	

j. Use	of	Estimates	
The	 preparation	 of	 financial	 statements	 in	 conformity	 with	 accounting	 principles	
generally	 accepted	 in	 the	United	 States	 of	America	 requires	management	 to	make	
estimates	and	assumptions	that	affect	the	reported	amounts	of	assets	and	liabilities,	
and	disclosure	of	contingent	assets	and	liabilities	at	the	date	of	the	financial	statements,	
and	the	reported	amounts	of	revenues	and	expenses	during	the	reporting	period.	Actual	
results	could	differ	from	those	estimates.	
	

k. Accounting	for	Uncertainty	in	Income	Taxes	
The	School	has	adopted	the	provisions	of	FASB	ASC	740,	Income	Taxes,	which	applies	to	
positions	taken	or	expected	to	be	taken	in	a	tax	return.	Organizations	are	required	to	
recognize	the	effects	of	tax	positions	if	they	are	more	likely	than	not	of	being	sustained.	
The	School	does	not	believe	its	financial	statements	include	any	uncertain	tax	positions.	
	

l. Subsequent	Events	
Management	has	evaluated	for	potential	recognition	and	disclosure	events	subsequent	
to	the	date	of	the	statement	of	financial	position	through	December	21,	2011,	the	date	
the	 financial	 statements	 were	 available	 to	 be	 issued.	 No	 events	 have	 occurred	
subsequent	to	the	statement	of	financial	position	date	through	our	evaluation	date	that	
would	require	adjustment	to	or	disclosure	in	the	financial	statements.	
	

Note	3	‐	 Restricted	Cash	
	

The	New	York	City	Department	of	Education	(“NYCDOE”)	requires	the	School	to	establish	
an	escrow	of	$10,000	by	the	end	of	its	first	year	of	operations.	In	the	event	of	termination	of	
the	 charter,	 whether	 prematurely	 or	 otherwise,	 the	 School	 will	 follow	 proscribed	
procedures	consistent	with	New	York	State	Education	law	in	its	use	of	this	cash.	

	
Note	4	‐	 Grant	Receivable	–	New	York	City			

	
Grant	 receivable	 consist	 of	 revenue	 earned	 based	 on	 contracted	 amounts	 that	 exceed	
advances	received.	The	following	summarizes	that	activity:	

	
		Funding	based	on	allowable	FTE’s	 $2,021,001	
		Advances	received	–	fiscal	year	2010‐2011	 (1,961,803)	
		Amount	due	from	New	York	City	–	2010/2011	 					$59,198	
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Note	5	‐	 Fixed	Assets	

	
At	June	30,	2011,	fixed	assets	consisted	of	the	following:	
	
Furniture	and	equipment	 $13,455	
Leasehold	improvements	 		72,207	
Total	 85,662	
Less:	accumulated	depreciation	 		(9,112)	
Furniture	and	equipment,	net	 																																										$76,550	
	
	

Note	6	‐		 Related	Party	Transactions	
	
The	School	received	$23,000	from	the	Friends	of	New	York	French‐American	Bilingual	and	
Multicultural	Education,	Inc.	which	is	an	affiliate	by	nature	of	common	board	members.	

	
Note	7	‐		 Retirement	Plan	
	

Effective	January	1,	2011,	the	School	sponsors	a	401(k)	profit	sharing	plan.	Employees	that	
were	employed	on	January	1,	2011	or	who	have	completed	at	least	1,000	hours	and	are	
employed	on	the	last	day	of	the	plan	year	are	eligible	to	participate.	Eligible	employees	may	
designate	a	percentage	of	their	salaries,	subject	to	regulatory	limits,	to	be	contributed	to	the	
plan	 on	 a	 pre‐tax	 basis.	 The	 plan	 provides	 for	 discretionary	 employer	 matching	
contributions	on	an	annual	basis	for	eligible	employees.	For	the	year	ended	June	30,	2011,	
there	were	no	employer	contributions.	
	

Note	8‐		 Commitments	and	Contingencies	
	
Government	grants	
Government	contracts	are	subject	to	audit	by	the	grantor.	Management	does	not	anticipate	
any	 material	 disallowances	 to	 result	 from	 those	 audits	 and	 has	 not	 established	 any	
reserves.	Any	disallowances	will	be	expensed	in	the	year	the	School	is	notified.	

	
	 Occupancy	

The	School	has	an	operating	 lease	 for	 classroom	space	and	administrative	offices	 that	
expires	in	June	2015,	with	an	option	to	extend	the	lease	for	five	more	years.	
	
Future	minimum	lease	payments	are	as	follows:	
	 	 	 	 	 	
June	30,	2012	 $415,509	 	 	
June	30,	2013	 483,150	 	 	
June	30,	2014	 502,476	 	 	
June	30,	2015	 				502,476	 	
	 	 	 	 	 	
	 $1,903,611	
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Note	9‐		 Subsequent	Events	
	

In	December	2011,	the	School	received	a	Notice	of	Probation	from	the	NYCDOE.	The	School	
was	cited	for	various	material	and	substantial	charter	violations	and	for	various	serious	
violations	of	laws	and	regulations.	NYCDOE	provided	the	School	with	various	terms	and	
conditions	that	must	be	met	by	December	31,	2011,	January	31,	2012,	February	29,	2012	
and	on	an	ongoing	monthly	basis.	If	at	the	end	of	the	probation	period	which	expires	August	
31,	2012,	the	School	has	demonstrated	full	compliance	with	applicable	law	and	charter	
terms,	the	School	will	be	removed	from	probation.	Alternately,	if	the	School’s	Remedial	
Action	Plan	is	inadequate	or	its	implementation	ineffective,	in	violation	of	the	Charter	Law	
and	Charter,	the	probation	period	may	be	extended	or	the	School’s	charter	may	be	revoked	
at	any	time	during	the	probationary	period.	NYCDOE	will	lift	the	probationary	status	only	
when	 NYCDOE	 can	 report	 to	 the	 NYSED	 that	 the	 corrective	 actions	 have	 be	 fully	
implemented	 and	 satisfactorily	met,	 and	 that	 the	 School	 is	 no	 longer	 in	material	 and	
substantial	violation	of	its	charter	or	in	serious	violation	of	any	other	applicable	law	or	
regulation.		
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REPORT	ON	INTERNAL	CONTROL	OVER	FINANCIAL	REPORTING	AND	ON	
COMPLIANCE	AND	OTHER	MATTERS	BASED	ON	AN	AUDIT	OF	FINANCIAL	

STATEMENTS	PERFORMED	IN	ACCORDANCE	WITH	GOVERNMENT	AUDITING	
STANDARDS	

	
	
To	the	Board	of	Trustees	of	
New	York	French	American	Charter	School	
	
We	have	audited	the	financial	statements	of	New	York	French	American	Charter	School	(“the	School”)	
as	of	and	for	the	period	from	inception	to	June	30,	2011,	and	have	issued	our	report	thereon	dated	
December	21,	2011.	We	conducted	our	audit	in	accordance	with	auditing	standards	generally	accepted	
in	 the	 United	 States	 of	 America	 and	 the	 standards	 applicable	 to	 financial	 audits	 contained	 in	
Government	Auditing	Standards,	issued	by	the	Comptroller	General	of	the	United	States.	
	
Internal	Control	over	Financial	Reporting	
Management	of	the	School	is	responsible	for	establishing	and	maintaining	effective	internal	control	
over	financial	reporting.	In	planning	and	performing	our	audit,	we	considered	the	School’s	internal	
control	over	financial	reporting	as	a	basis	for	designing	our	auditing	procedures	for	the	purpose	of	
expressing	our	opinion	on	the	financial	statements,	but	not	for	the	purpose	of	expressing	an	opinion	on	
the	 effectiveness	 of	 the	 School’s	 internal	 control	 over	 financial	 reporting.	Accordingly,	we	do	not	
express	an	opinion	on	the	effectiveness	of	the	School’s	internal	control	over	financial	reporting.	
	
Our	consideration	of	the	internal	control	over	financial	reporting	was	for	the	limited	purpose	described	
in	the	first	paragraph	of	this	section	and	would	not	necessarily	identify	all	deficiencies	in	internal	
control	that	might	be	significant	deficiencies	or	material	weaknesses	and	therefore,	there	can	be	no	
assurance	that	all	deficiencies,	significant	deficiencies,	or	material	weaknesses	have	been	identified.	
However,	as	described	in	the	schedule	of	findings	and	responses,	we	did	identify	certain	deficiencies	in	
internal	 control	 over	 financial	 reporting	 that	 we	 consider	 to	 be	 material	 weaknesses	 and	 other	
deficiencies	that	we	considered	to	be	significant	deficiencies.	
	
A	 deficiency	 in	 internal	 control	 exists	 when	 the	 design	 or	 operation	 of	 a	 control	 does	 not	 allow	
management	or	employees,	in	the	normal	course	of	performing	their	assigned	functions,	to	prevent,	or	
detect	and	correct	misstatements	on	a	timely	basis.	A	material	weakness	is	a	deficiency,	or	combination	
of	 deficiencies,	 in	 internal	 control,	 such	 that	 there	 is	 a	 reasonable	 possibility	 that	 a	 material	
misstatement	of	the	School’s	financial	statements	will	not	be	prevented,	or	detected	and	corrected	on	a	
timely	basis.	We	consider	the	deficiencies	described	in	the	Schedule	of	findings	and	responses	as	11‐1	
and	11‐2	to	be	material	weaknesses.	
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A	significant	deficiency	is	a	deficiency	or	a	combination	of	deficiencies	in	internal	control	that	are	less	
severe	 than	a	material	weakness,	yet	 important	enough	 to	merit	attention	by	 those	charged	with	
governance.	We	 consider	 the	 deficiency	 described	 in	 the	 accompanying	 schedule	 of	 findings	 and	
responses	as	11‐3	to	be	a	significant	deficiency.	
	
Compliance	and	Other	Matters	
As	part	of	obtaining	reasonable	assurance	about	whether	the	School’s	financial	statements	are	free	of	
material	 misstatement,	 we	 performed	 tests	 of	 its	 compliance	 with	 certain	 provisions	 of	 laws,	
regulations,	 contracts,	 and	 grant	 agreements,	 noncompliance	with	which	 could	have	 a	direct	 and	
material	effect	on	the	determination	of	financial	statement	amounts.	However,	providing	an	opinion	on	
compliance	with	those	provisions	was	not	an	objective	of	our	audit	and,	accordingly,	we	do	not	express	
such	an	opinion.	The	results	of	our	tests	disclosed	no	instances	of	noncompliance	or	other	matters	that	
are	required	to	be	reported	under	Government	Auditing	Standards.	
	
We	noted	certain	matters	that	we	reported	to	management	of	the	School	in	a	separate	letter	dated	
December	21,	2011.	
	
The	 School’s	 responses	 to	 the	 findings	 identified	 in	our	 audit	 are	described	 in	 the	accompanying	
schedule	of	findings	and	responses.	
	
This	report	is	intended	solely	for	the	information	and	use	of	management,	others	within	the	School,	and	
is	not	intended	to	be	and	should	not	be	used	by	anyone	other	than	these	specified	parties.	
	
	
	

Schall	&	Ashenfarb	
Certified	Public	Accountants,	LLC	

	
December	21,	2011	
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NEW	YORK	FRENCH	AMERICAN	CHARTER	SCHOOL	
SCHEDULE	OF	FINDINGS	AND	RESPONSES	

JUNE	30,	2011	
	
	
Current	Year:	
	
	 Material	Weaknesses	
	
11‐1	 Attendance	Records	

	
Condition:		No	trail	exists	for	the	reports	submitted	to	NYC	Department	of	Education	(“DOE”)	on	
student	enrollment.	Reports	submitted	to	DOE	were	not	checked	for	accuracy.		
	
Cause:		Attendance	records	were	not	maintained	to	support	the	start	and	end	date	of	students	
enrolled.		
	
Effect:	 	Calculation	of	earned	revenue,	which	 is	based	on	student	enrollment,	could	not	be	
verified.	
	
Recommendation:	 Daily	 attendance	 records	 should	 be	 maintained	 for	 each	 student	 that	
attended	each	class.	The	report	submitted	to	DOE	should	be	prepared	based	on	the	attendance	
records.	The	accuracy	of	the	report	submitted	should	be	checked	by	an	employee	other	than	the	
person	preparing	the	report.	
	
Management	response:	See	attached.	
	

11‐2	‐	 Material	Violations	of	Contracts	
	

Condition:	 	The	School	was	notified	by	DOE	that	they	had	several	material	and	substantial	
violations	of	the	Charter	Agreement	and	the	School	Monitoring	Plan.	
	
Cause:		Internal	policies	were	not	established	regarding	the	performance	of	background	checks	
for	hiring	personnel.	In	addition,	the	School	has	not	followed	specific	policies	established	in	the	
Discipline	Code	of	the	Charter	Agreement,	Monitoring	Plan	and	Personnel	Policy.	Lastly,	DOE	
has	informed	the	School	that	they	are	in	serious	violation	of	laws	and	regulations	related	to	the	
recruitment	of	fully	certified	teachers.	
	
Effect:	 	 The	 School	 has	been	placed	on	probation.	 If	 the	 School	 does	not	demonstrate	 full	
compliance	with	applicable	law	and	charter	terms,	the	probation	period	could	be	extended,	or	
the	School’s	charter	could	be	revoked.	
	
Recommendation:	The	School	should	formulate	a	Remedial	Action	Plan	to	address	the	violation	
of	their	contract	as	outlined	above	and	contained	in	the	notification	dated	December	7,	2011	
from	DOE.	In	addition,	the	board	of	directors	should	form	a	committee	to	monitor	that	the	
performance	outlined	in	the	Remedial	Action	Plan	is	being	followed.	
	
	Management	response:	See	attached.	
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11‐3	‐	 Significant	Adjustments	
	

Condition:		Several	significant	audit	adjustments	were	needed	to	the	books	to	make	them	in	
accordance	with	GAAP.	Management	did	not	prepare	the	financial	statements.	
	
Cause:		The	School	does	not	have	a	person	on	staff	with	sufficient	accounting	experience	to	
properly	review	the	books,	record	all	known	adjustments	and	prepare	financial	statements	in	
accordance	with	GAAP.		
	
Effect:	 	Significant	adjustments	were	needed	to	the	books	and	records	to	prepare	financial	
statements	in	accordance	with	GAAP.	
	
Recommendation:	 	 A	 financial	 consultant	 has	 been	 brought	 in	 to	 oversee	 the	 accounting	
function.	The	financial	consultant	should	review	the	books	and	make	adjustments	on	a	monthly	
basis.	
	
Management	response:		See	attached.	
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December 23, 2011 

	
David Ashenfarb 
Schall & Ashenfarb, CPA’s, LLC 
350 Fifth Avenue, Suite 5610 
New York, NY 10118 

	

This letter responds to the opinion submitted by the Auditors of Schall and Ashenfarb CPA’s LLC for the fiscal 
year 2010‐2011 audited financial statements. 

Attendance Records 

During 2010‐2011 the School had attendance records from the beginning of the year through February 2011, 
however for periods beginning in March, the previous Director of Operations did not handle the process 
properly and the attendance records could not be found. Due to the insubordination of the previous Director of 
Operations, this person was terminated at the end of August 2011. The School does have other documentation 
to substantiate the attendance of the students in question in the form of report cards, meal forms, test 
assessments, etc.  

New procedures were established for the current 2011‐2012 school year. Attendance records are approved by 
the Office Manager, who signs off on the records daily to document the approval process. The attendance 
records are scanned into the ATS system daily. A copy of those records is maintained with a duplicate 
maintained in the Operations Office.  

Non‐Compliance with Laws and Compliance 

The Board agrees with the recommendation and has in effect taken a more active approach in remedying the 
issues outlined in the NYC Department of Education report.  

NYFACS took measures and established for the 2011‐12 school year, volunteer policy, key policy, discipline 
policy, parent handbook, employee handbook, established the new PTO, set up security, performed background 
checks and clearances that has been outlined per NYC Department of Education Recommendations. 

NYFACS is in the process of reviewing and updating the Fiscal and Operational policies that include financial 
controls and procedures.  

Significant Adjustments 

The Board agrees that significant financial adjustments to the financial statements should have been done prior 
to the commencement of the fiscal year‐end audit. The Board is currently reviewing our financial services 
agreement with the firm Fiscal Management Associates who currently handles this process. 

 






