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INDEPENDENT AUDITORS’ REPORT 
 
To the Board of Trustees of 
Integration Charter Schools 
 
 
Reported on the Audit of the Financial Statements 
 
Opinion 

We have audited the accompanying financial statements of Integration Charter Schools (“ICS”) which 
comprise the statement of financial position as of June 30, 2022, and the related statements of activities, 
functional expenses, and cash flows for the year then ended, and the related notes to the financial 
statements. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of ICS as of June 30, 2022, and the changes in net assets and its cash flows for the year 
then ended in accordance with accounting principles generally accepted in the United States of 
America. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America (“GAAS”) and the standards applicable to financial audits contained in Government Auditing 
Standard. issued by the Comptroller General of the United States. Our responsibilities under those 
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial 
Statements section of our report. We are required to be independent of ICS and to meet our other 
ethical responsibilities in accordance with the relevant ethical requirements relating to our audit. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for 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. 

In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about ICS’ ability to 
continue as a going concern within one year after the date that the financial statements are available to 
be issued. 



2 
 

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report 
that includes our opinion.  

Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a 
guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will 
always detect a material misstatement when it exists. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if, individually or in the aggregate, they could reasonably be expected to influence 
the economic decisions of users on the basis of these financial statements.  

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether due 
to fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

• Obtain an understanding of internal control relevant to the audit 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 ICS’ internal control. Accordingly, no such opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about ICS’ ability to continue as a going concern for a reasonable 
period of time. 

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control related 
matters that we identified during the audit. 

 
Report on Summarized Comparative Information 
 
We have previously audited ICS’ 2021 financial statements, and we expressed an unmodified audit 
opinion on those audited financial statements in our report dated October 20, 2021.  In our opinion, the 
summarized comparative information presented herein as of and for the year ended June 30, 2021 is 
consistent, in all material respects, with the audited financial statements from which it has been 
derived.  
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Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The combining schedule of activities on page 19 is presented for purposes of additional analysis and is 
not a required part of the 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 financial statements.  
 
The information has been subjected to the auditing procedures applied to in the audit of the financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the financial statements or to 
the financial statements themselves and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the information is fairly 
stated in all material respects in relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated October 20, 
2022, on our consideration of ICS’ 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 
effectiveness of ICS’ internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering 
the School’s internal control over financial reporting and compliance. 
 
 
 
 

Schall & Ashenfarb  
Certified Public Accountants, LLC 

 
October 20, 2022 

Report on  Supplementary Information



6/30/22 6/30/21

Cash and cash equivalents $9,762,876 $11,739,285
Grants and pledges receivable 1,725,640 1,404,568
Prepaid expenses 33,914 479,159
Due from related organization (Note 3) 444,619 763,896
Restricted cash (Note 4) 245,000 220,000
Fixed assets, net (Note 5) 12,925,297 5,731,656
Lease acquisition costs (Note 6) 200,868 221,471
Security deposits (Note 6) 752,491 321,011

Total assets $26,090,705 $20,881,046

Liabilities:
Accounts payable and accrued expenses $4,667,648 $3,182,741
Grant advance - New York City Department of Education (Note 7) 115,113 488,295
Grant advance - rent subsidy (Note 7) 0 236,210
Loans payable (Note 8) 4,036,490 3,159,257
Deferred rent 3,163,307 1,818,151
Landlord improvements - lease incentive (Note 6) 5,925,490 0

Total liabilities 17,908,048 8,884,654

Net Assets: 
Without donor restrictions 7,725,476 11,501,760
With donor restrictions (Note 9) 457,181 494,632

Total net assets 8,182,657 11,996,392

Total liabilities and net assets $26,090,705 $20,881,046

(With comparative totals at June 30, 2021)

INTEGRATION	CHARTER	SCHOOLS
STATEMENT	OF	FINANCIAL	POSITION

AT	JUNE	30,	2022

Assets

Liabilities	and	Net	Assets

The	attached	notes	and	auditors'	report	are	an	integral	part	of	these	financial	statements.			
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Without
Donor With Donor Total Total

Restrictions Restrictions 6/30/22 6/30/21*
Public Support and Revenue:

Public school district: (Note 7)
Revenue - resident student enrollment $21,104,308 $21,104,308 $17,100,433
Revenue - students with special education services 7,759,731 7,759,731 7,206,925

Total public school district revenue 28,864,039 0 28,864,039 24,307,358

New York City rental assistance (Note 7) 3,843,141 3,843,141 2,285,969
Other government grants 3,078,258 3,078,258 1,988,750
Forgiveness of Paycheck Protection

Program loan (Note 10) 0 3,519,696
Contributions 21,070 9,680 30,750 169,039
Special event income (net of expenses with a 
  direct benefit to donors) (Note 11) 14,760 14,760 0
Other income 66,887 66,887 16,506
Net assets released from restrictions 47,131 (47,131) 0 0

Total public support and revenue 35,935,286 (37,451) 35,897,835 32,287,318

Expenses:
Program services:

Regular education 20,202,141 20,202,141 13,337,477
Special education 10,468,237 10,468,237 7,930,243

Total program services 30,670,378 0 30,670,378 21,267,720
Supporting services:

Management and general 6,556,972 6,556,972 4,506,609
Fundraising/Community Relations 336,271 336,271 285,657

Total expenses 37,563,621 0 37,563,621 26,059,986

Change in net assets from operations (1,628,335) (37,451) (1,665,786) 6,227,332

Non-operating activity:
Depreciation (777,191) (777,191) (210,198)
Amortization (25,603) (25,603) (25,603)
Non-cash lease adjustment (1,345,155) (1,345,155) 66,651

Total non-operating activity (2,147,949) 0 (2,147,949) (169,150)

Change in net assets (3,776,284) (37,451) (3,813,735) 6,058,182

Net assets - beginning of year 11,501,760 494,632 11,996,392 5,938,210

Net assets - end of year $7,725,476 $457,181 $8,182,657 $11,996,392

*Reclassified for comparative purposes

(With comparative totals for the year ended June 30, 2021)
FOR	THE	YEAR	ENDED	JUNE	30,	2022

STATEMENT	OF	ACTIVITIES
INTEGRATION	CHARTER	SCHOOLS

The	attached	notes	and	auditors'	report	are	an	integral	part	of	these	financial	statements.							
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Total Management Fundraising/ Total Total
Regular Special Program and Community Expenses Expenses

Education Education Services General Relations 6/30/22 6/30/21*

Personnel services:
Non-instructional staff personnel $1,960,611 $907,008 $2,867,619 $3,544,879 $193,821 $6,606,319 $4,720,507
Instructional staff personnel 9,963,068 5,264,068 15,227,136 15,227,136 11,253,175

Total personnel services 11,923,679 6,171,076 18,094,755 3,544,879 193,821 21,833,455 15,973,682

Fringe benefits and payroll taxes 2,838,548 1,469,086 4,307,634 843,892 46,142 5,197,668 4,777,904
Retirement 383,506 198,483 581,989 114,014 6,235 702,238 581,891
Supplies and materials 602,314 318,237 920,551 920,551 401,712
Legal services 0 134,092 134,092 127,064
Accounting and audit services 0 116,325 116,325 77,400
Other purchased professional

 and consulting services 31,000 16,181 47,181 67,606 297 115,084 47,984
Occupancy and facility costs 3,881,706 2,009,058 5,890,764 1,151,585 62,964 7,105,313 2,488,111
Repairs and maintenance 382,412 197,917 580,329 113,688 6,217 700,234 207,249
Insurance 102,886 53,249 156,135 30,587 1,672 188,394 167,980
Utilities 132,235 68,438 200,673 39,313 2,149 242,135 183,785
Equipment and furnishings 96,137 50,795 146,932 7,191 154,123 249,013
Staff development 185,503 98,012 283,515 1,034 284,549 102,323
Marketing and recruitment 0 337,854 337,854 106,225
Technology 79,085 40,930 120,015 23,513 1,285 144,813 220,975
Food services 243,909 128,872 372,781 372,781 34,995
Student services 22,115 11,684 33,799 33,799 25,643
Office expenses 31,722 16,418 48,140 9,433 515 58,088 47,292
Depreciation 424,439         219,668         644,107         126,185         6,899          777,191         210,198         
Amortization 13,983           7,236              21,219           4,157              227              25,603           25,603           
Other expenses 0 240,365 62,205 302,570 172,107

Total expenses $21,375,179 $11,075,340 $32,450,519 $6,905,713 $390,628 $39,746,860 $26,229,136

Less: depreciation (424,439)       (219,668)       (644,107)       (126,185)       (6,899)         (777,191)       (210,198)       
Less: amortization (13,983)          (7,236)            (21,219)          (4,157)            (227)            (25,603)          (25,603)          
Less: non-cash lease adjustment (734,616)       (380,199)       (1,114,815)    (218,399)       (11,941)      (1,345,155)    66,651           
Less: direct special event expenses
     netted with revenue (Note 11) 0 (35,290) (35,290) 0

Total expenses for statement of activities $20,202,141 $10,468,237 $30,670,378 $6,556,972 $336,271 $37,563,621 $26,059,986

*Reclassified for comparative purposes

Program Services Supporting Services

INTEGRATION	CHARTER	SCHOOLS
STATEMENT	OF	FUNCTIONAL	EXPENSES
FOR	THE	YEAR	ENDED	JUNE	30,	2022

(With comparative totals for the year ended June 30, 2021)

The	attached	notes	and	auditors'	report	are	an	integral	part	of	these	financial	statements.														
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6/30/22 6/30/21
Cash flows from operating activities:

Change in net assets ($3,813,735) $6,058,182
Adjustments to reconcile change in net assets
  to net cash (used for)/provided by operating activities:

Depreciation and amortization 802,794 235,801
Changes in assets and liabilities:

Grants and pledges receivable (321,072) (946,513)
Prepaid expenses 445,245 11,321
Due from related organization 319,277 (412,460)
Security deposits (431,480) 0
Accounts payable and accrued expenses 1,564,037 870,541
Grant advance - New York City Department of Education (373,182) 368,555
Grant advance - rent subsidy (236,210) 232,945
Paycheck Protection Program Loan 0 (3,480,236)
Deferred rent 1,345,156 (66,651)
Write down of landlord improvements - lease incentive (257,630) 0

Total adjustments 2,856,935 (3,186,697)
Net cash (used for)/provided by operating activities (956,800) 2,871,485

Cash flows from investing activities:
Leasehold improvements (899,832) (790,421)

Net cash used for investing activities (899,832) (790,421)

Cash flows from financing activities:
Loan proceeds, net of issuance costs 0 2,450,000
Repayment of loans (94,777) (41,035)

Net cash (used for)/provided by financing activities (94,777) 2,408,965

Net (decrease)/increase in cash, cash equivalents and restricted cash (1,951,409) 4,490,029

Cash, cash equivalents and restricted cash - beginning of year 11,959,285 7,469,256

Cash, cash equivalents and restricted cash - end of year $10,007,876 $11,959,285

Cash, cash equivalents and restricted cash consists of:
Cash and cash equivalents $9,762,876 $11,739,285
Restricted cash (Note 4) 245,000 220,000

Total cash, cash equivalents and restricted cash $10,007,876 $11,959,285

Supplemental disclosures:
Interest paid $60,481 $64,149

Taxes paid $0 $0

Supplemental disclosure of non-cash investing and financing activities:

Leasehold improvements funded by landlord via lease incentive $6,183,120 $0

Leashold improvements funded by loans payable $887,880 $0

Capitalized interest $79,130 $0

INTEGRATION	CHARTER	SCHOOLS
STATEMENT	OF	CASH	FLOWS

FOR	THE	YEAR	ENDED	JUNE	30,	2022
(With comparative totals for the year ended June 30, 2021)

The	attached	notes	and	auditors'	report	are	an	integral	part	of	these	financial	statements.			
7
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INTEGRATION	CHARTER	SCHOOLS	
NOTES	TO	FINANCIAL	STATEMENTS	

June	30,	2022	
	
	
Note	1	‐	 Organization	and	Nature	of	Activities	 

 
Integration Charter Schools (“ICS”) located in Staten Island, New York, is a not-for-profit 
corporation which administers several schools that are chartered by the Board of Regents of 
the State of New York. ICS is dedicated to providing innovative pathways to college that fully 
integrate students living with emotional challenges and others with special needs. In 
fostering both the academic and emotional growth of all students, ICS serves as an 
innovative, holistic educational model for other high-performing schools. 
 
John W. Lavelle Preparatory Charter School (“LPCS”) was established in 2009 and is a not-
for-profit educational corporation chartered by the Board of Regents of the State of New 
York. LPCS provides a college preparatory education curriculum that equips and empowers 
students for success. During the year ended June 30, 2018, the Board of Regents of the State 
of New York approved the charter renewal for LPCS for a term of five years, expiring on June 
30, 2023. 	
 
New Ventures Charter School (“NVCS”) was established in 2015 and is a not-for-profit 
educational corporation chartered by the Board of Regents of the State of New York. NVCS is 
a transfer high school which promotes college and career readiness for over age and under-
credited, at-risk youth, aged 16-21 living on Staten Island, enabling them to graduate from 
high school prepared to excel in their academic, professional, and personal lives. NVCS was 
granted a provisional charter by the Board of Regents of the University of the State of New 
York for a term of five years, expiring on June 30, 2025. 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 Lois and Richard Nicotra Early College Charter School (“NECCS”) was established in 
2017 and is a not-for-profit educational corporation chartered by the Board of Regents of 
the State of New York. NECCS is designed to provide an innovative pathway to college 
graduation for all students including those living with emotional challenges as well as those 
with other disabilities in all classes and activities. NECCS was granted a provisional charter 
by the Board of Regents of the University of the State of New York for a term of five years, 
expiring June 30, 2023. 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. 
 
Richmond Preparatory Charter School (“RPCS”) was established in 2017 and is a not-for-
profit educational corporation chartered by the Board of Regents of the State of New York. 
RPCS opened in September 2021.  RPCS is designed to fully integrate students from grades 6 
to 12, on the autism spectrum as well as those living with other disabilities in all classes and 
activities. RPCS was granted a provisional charter by the Board of Regents of the University 
of the State of New York for a term of five years, expiring on June 30, 2026. 
 
These financial statements include activity of each of the schools referred to in the 
proceeding paragraphs, and are all part of the corporate entity, Integration Charter Schools.  
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Note	2	‐	 Significant	Accounting	Policies 
 

a. Basis of Accounting  
The accompanying financial statements have been prepared using the accrual basis of 
accounting, which is the process of recognizing revenue and expenses when earned or 
incurred rather than received or paid. 

 
b. Basis of Presentation 

ICS reports information regarding its financial position and activities according to the 
following classes of net assets: 
 
 Net	Assets	Without	Donor	Restrictions – represents those resources for which 

there are no restrictions by donors as to their use. 
 
 Net	Assets	With	Donor	Restrictions – represents those resources, the uses of 

which have been restricted by donors to specific purposes or the passage of time 
and/or must remain intact, in perpetuity. The release from restrictions results 
from the satisfaction of the restricted purposes specified by the donor. 

 
c. Measure of Operations 

The statement of activities reports all changes in net assets, including changes in net 
assets from operating and non-operating activities. Operating activities consist of those 
items attributable to ongoing services. Non-operating activities relate to non-cash 
expenses such as depreciation, amortization, and non-cash lease adjustments. 
 

d. Revenue Recognition 
ICS follows the requirements of the Financial Accounting Standards Board’s (“FASB”) 
Accounting Standards Codification (“ASC”) 958-605 for recording contributions. 
Contributions are recognized at the earlier of when cash is received or at the time a 
pledge becomes unconditional in nature. Contributions are recorded in the net asset 
classes referred to above depending on the existence and/or nature of any donor-
imposed restriction. When a restriction expires, that is, when a stipulated time 
restriction ends, or purpose restriction is accomplished, net assets with donor 
restrictions are reclassified to net assets without donor restrictions. If donor restricted 
contributions are satisfied in the same period they were received, they are classified as 
without donor restrictions. 
 
Contributions may be subject to conditions which are defined as both a barrier to 
entitlement and a right of return of payments or release from obligations and are 
recognized as income once the conditions have been substantially met.  
 
ICS’ public-school district revenue and other government grants are primarily 
conditional, non-exchange transactions and fall under ASC 958-605. Revenue from these 
transactions is recognized based on rates established by the ICS’ funding sources and 
when performance related outcomes are achieved as well as other conditions under the 
agreements are met. The difference between cash received and revenue recognized is 
reflected as government grants receivable or refundable advances. Conditional grants 
that have not been recognized amounted to $1,967,749 at June 30, 2022. The grants are 
conditional upon achieving certain performance goals and incurring qualifying 
expenditures. 
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Grants and pledges that are expected to be received in less than one year are recorded at 
net realizable value. Those that are due in greater than one year are recorded at fair 
value, which is calculated using risk-adjusted present value techniques. All grants and 
pledges receivable at June 30, 2022 are due within one year. 
 
ICS reviews receivables for collectability using factors such as historical experience and 
a review of activity subsequent to the date of the statement of financial position. Based 
on this review, an allowance of $60,000 was established for doubtful accounts as of June 
30, 2022 and June 30, 2021.  
 

e. Cash and Cash Equivalents 
ICS considers all liquid investments with an initial maturity of three months or less to be 
cash and cash equivalents.  Cash maintained in escrow per requirements of New York 
City Department of Education (“NYCDOE”) are treated as restricted cash. 
 

f. Concentration of Credit Risk  
Financial instruments, which potentially subject ICS to concentration of credit risk, 
consist of cash accounts, which have been placed with financial institutions that 
management deems to be creditworthy. At year end and at various times throughout the 
year, balances were in excess of insured amounts. ICS has not suffered any losses due to 
bank failure.  

 
g. Capitalization Policy 

Leasehold improvements, as well as equipment and furniture that exceed pre-
determined amounts and that have a useful life of greater than one year are recorded at 
cost or at fair value at the date of gift. Depreciation is computed using the straight-line 
method over the estimated useful lives of the respective assets as follows: 
 
Furniture and fixtures – 7	years 
Computer hardware and software – 3	years	
Office equipment – 5	years	
Leasehold improvements – Life	of	lease	
 

h. Deferred Rent 
Rent expense is recognized evenly over the life of the lease using the straight-line 
method. In the earlier years of the lease, as rent expense exceeds amounts paid, a 
deferred rent liability is created. In later years, as payments exceed the amount of 
expense recognized, deferred rent will be reduced until it is zero at the end of the lease. 
 

i. Donated Services 
Donated services are 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.  
 
Board members and other individuals volunteer their time and perform a variety of 
services that assist ICS. These services do not meet the criteria outlined above and have 
not been recorded in the financial statements. 
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j. Functional Allocation of Expenses 

The costs of providing various programs and other activities have been summarized on a 
functional basis in the financial statements. Accordingly, certain costs have been 
allocated among the programs and supporting services benefited.  
 
The expenses that are allocated include the following: 
 

Expense Method of Allocation 
Personnel services Time and effort & full time equivalent 
Fringe benefits and payroll taxes Time and effort & full time equivalent 
Retirement Time and effort & full time equivalent 
Supplies and materials Full time equivalent 
Other purchased professional and     
   consulting services Time and effort & full time equivalent 
Occupancy and facility costs Time and effort & full time equivalent 
Repairs and maintenance Time and effort & full time equivalent 
Insurance Time and effort & full time equivalent 
Utilities Time and effort & full time equivalent 
Equipment and furnishings Full time equivalent 
Staff development Full time equivalent 
Technology Time and effort & full time equivalent 
Food services Full time equivalent 
Student services Full time equivalent 
Office expense Time and effort & full time equivalent 
Depreciation and amortization Time and effort & full time equivalent 
  
All other expenses were directly charged to the applicable program or supporting 
service.  
 

k. 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. 
 

l. Accounting for Uncertainty of Income Taxes 
ICS has been notified by the Internal Revenue Service that they are exempt from federal 
income tax under Section 501(c)(3) of the Internal Revenue Code and has not been 
determined to be a private foundation as defined in Section 509(a).  
 
ICS does not believe its financial statements include any material, uncertain tax 
positions. Tax returns for periods ending June 30, 2019 and later are subject to 
examination by applicable taxing authorities. 
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m. Prior Year Comparative Information 

The financial statements include certain prior year summarized comparative 
information in total but not by net asset class. Such information does not include 
sufficient detail to constitute a presentation in conformity with accounting principles 
generally accepted in the United States of America. Accordingly, such information should 
be read in conjunction with the ICS’ financial statements for the year ended June 30, 
2021, from which the summarized information was derived. 
 

n. New Accounting Pronouncements 
FASB issued Accounting Standards Update (“ASU”) No. 2016-02, Leases. The ASU which 
becomes effective for the June 30, 2023 year, requires the full obligation of long-term 
leases to be recorded as a liability with a corresponding “right to use asset” on the 
statement of financial position. 
 
Management is in the process of evaluating the impact this standard will have on future 
financial statements. 

 
Note	3	‐	 Due	from	Related	Organization	

 
During the year ended June 30, 2019, a board member and a former board member formed 
an entity, The ICS Foundation, Inc. (the “Foundation”). The Foundation supports the 
operation of ICS by providing assistance with real estate and facilities related needs, and by 
raising funds and resources that will provide the support needed to enhance the experience 
of ICS students. The balance owed to ICS by the Foundation totaled $444,619 and $763,896 
as of June 30, 2022 and June 30, 2021, respectively. There is no formal loan agreement or 
terms of repayment. See Note 6 for a description of the lease between ICS and Foundation. 
 

Note	4	‐	 Restricted	Cash	
	  

An escrow account has been established to meet the requirement of the NYCDOE. The 
purpose of this account is to ensure sufficient funds are available for an orderly dissolution 
or transition process in the event of termination of the charter or school closure. 

	
Note	5	‐	 Fixed	Assets	

 
Fixed assets consist of the following: 
 6/30/22 6/30/21 
Furniture and fixtures $630,248 $380,686 
Computer hardware and software 261,022 109,397 
Office equipment 773,443 380,430 
Leasehold improvements   13,191,253   6,014,621 
 14,855,966 6,885,134 
Less: accumulated depreciation    (1,930,669)  (1,153,478) 
Total fixed assets, net $12,925,297 $5,731,656 
 

Note	6	‐		 Lease	Commitments	and	Construction	Projects 
 
ICS rents several different spaces in Staten Island, New York for their schools and 
administrative offices.  LPCS is located at 1 Teleport Drive along with administrative offices. 
This lease had two phases as described below and expires on August 31, 2031. 
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Space was taken at 2 Teleport Drive that was used for additional administrative offices. ICS 
exercised its option to terminate this lease effective December 31, 2021 and has requested 
that the landlord return a security deposit for $10,585. 
 
ICS has a month-to-month lease for land where ICS has placed trailers for temporary 
classrooms while additional space is being built. A security deposit of $10,426 was paid to 
the landlord for this space. 
 
A new lease referred to as ”Corporate Commons 3” on 1441 South Avenue commenced 
during the fiscal year on September 8, 2021, when the certificate of occupancy was issued. 
LPCS, NVCS, NECCS and RPCS currently all reside in this space as all floors became 
operational in October 2021. This lease expires August 31, 2041. 
 
A new lease was signed with the Foundation, a related party described in Note 3 for a 
property on Richmond Avenue. The intention is that once construction is complete at this 
site that it will serve as the location for RPCS. The lease is expected to begin September 
2023, pending completion of construction and expire June 30, 2064.  
 
A summary of the various construction projects is as follows: 
 
Phase One 
Phase one is for the third floor of the space, which commenced on May 1, 2011 and 
terminates on August 31, 2031. 
 
Phase Two 
Phase two was an option that ICS exercised for additional space in the same facility. A non-
refundable reservation fee of $412,060 is reflected as an asset (lease acquisition costs) and 
is amortized over the life of the phase two portion of the lease on a straight-line basis. The 
remaining balance is $200,868 and $221,471 as of June 30, 2022 and June 30, 2021, 
respectively. Total security deposits paid totaled $500,000 and $300,000, as of June 30, 
2022 and June 30, 2021,respectively.  
 
At Corporate Commons 3, ICS was required to make payments for the initial improvements 
of $3,000,000, which was made during the year ended June 30, 2021. ICS is also required to 
make annual security deposit installments of $231,480 that will total $1,157,402. During the 
year ended June 30, 2022, the first installment of the security deposits of $231,480 was paid 
to the landlord. 
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As part of the lease agreement, the landlord provided a lease incentive allowance in the 
amount of $6,183,120. This amount has been capitalized as a leasehold improvement and a 
liability has been recognized on the statement of financial position. The leasehold 
improvement will be amortized each year and the liability will reduce the amount of rent  
income recognized evenly over the life of the lease, using the straight- line method as 
prescribed by ASC 840-20-25-6. As such, this liability will be relieved over time without 
requiring a cash outlay.   
 
The cost of the construction at Richmond Avenue will be paid for by the Foundation, at its 
own cost and expense. It will consist of renovating the existing building and constructing a 
new building for ICS to use.  Funding for the capital construction is provided through the 
issuance of bonds (Series 2021) funded by Build NYC Resource Corporation. The Series 
2021A and 2021B Bonds have par values of $36,155,000 and $695,000, respectively. ICS will 
not be obligated to make payments under this bond agreement with respect to debt services 
on the Series 2021 Bonds. However, under the terms of the lease, amounts payable by ICS to 
the Foundation are expected to be sufficient to pay all scheduled debt service on the Series 
2021 Bonds.   
 
Future minimum rental payments are due as follows: 
 
 Phase One Richmond  Corporate 
Year Ending:  and Two Avenue Commons 3 Total 
 June 30, 2023  $1,466,397 $0 $4,629,611 $6,096,008 
 June 30, 2024 1,511,656 1,051,444  5,144,871 7,707,971 
 June 30, 2025  1,565,967 1,728,615 5,247,923 8,542,505 
 June 30, 2026  1,575,019  2,740,300 5,247,923 9,563,242 
 June 30, 2027 1,575,019 2,785,400 5,763,183 10,123,602 
 Thereafter     6,888,451   157,242,619      89,288,118   253,419,188 
Total $14,582,509 $165,548,378 $115,321,629 $295,452,516 
 

The obligations reflected above are expected to be supported by per pupil funding in future 
years and is subject to rent subsidies as outlined in Note 7.  
 

Note	7	‐	 Grant	Advance	–	New	York	City	Department	of	Education			
 

Grants advances on the contracts with the NYCDOE can be summarized as follows: 
   

  June 30, 2022  
 LPCS  NVCS NECS RPCS Total 
Beginning grant 
    advance payable ($140,374) ($294,568) ($53,353) $0 ($488,295) 
Funding based on 
    allowable FTE’s  18,085,107 3,240,304 4,963,422 2,575,206 28,864,039 
Advances received  (18,018,631) (2,965,832) (4,936,524) (2,569,870) (28,490,857) 
Ending grant receivable/ 
 (advance payable)      ($73,898)     ($20,096)     ($26,455)         $5,336     ($115,113) 
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  June 30, 2021  
 LPCS NVCS NECS RPCS Total 
Beginning grant 
    advance payable ($32,357) ($70,835) ($16,548) $0 ($119,740) 
Funding based on 
    allowable FTE’s  18,031,555 2,777,857 3,497,946 0 24,307,358 
Advances received   (18,139,572) (3,001,590)  (3,534,751)                0  (24,675,913) 
Ending grant 
 advance payable     ($140,374) ($294,568)     ($53,353)               $0   ($488,295) 

 
In addition to per pupil funding, ICS was entitled to receive a rent subsidy, that is calculated 
at the lower of 30 percent of the per pupil amount or actual lease costs as approved by the 
DOE. ICS recognized rent subsidies of $3,843,141 and $2,285,969, during the years ended 
June 30, 2022 and 2021, respectively. During the year ended June 30, 2021, $50,239 of the 
rent subsidy was for payments made to the Foundation, a related party, under the lease 
agreement referred to in Note 3. 	

	
Note	8	‐	 Loans	Payable 

 
ICS has entered into several loans with its landlord for the renovation of ICS’ space. These 
loans are secured by ICS’ property and are cross collateralized with phases one and two of 
the lease.  
 
In December 2020, ICS entered into a new loan in the amount of $2,500,000 through the 
Main Street Lending Program to help maintain or bridge operations and payroll. The 
program is administered through the Federal Reserve to support small- and medium-sized 
nonprofit organizations as a result of the COVID-19 pandemic. The loan accrues interest 
based on the 3-month LIBOR rate plus 3% and matures in 5 years.  Principal is deferred for 
two years while interest is deferred for one year. Deferred interest of $79,130 was 
capitalized in December 2021. Principal and interest payments are payable monthly. ICS’ 
share of the Main Street loan issuance costs has been deferred and reflected on the 
statement of financial position and netted against the mortgage payable in accordance with 
ASU No. 2015-03, Simplifying	the	Presentation	of	Debt	Issuance	Costs. The issuance costs will 
be amortized over the life of the loan on the straight-line basis.  Amortization expense 
amounted to $5,000 for the years ended June 30, 2022 and June 30, 2021. 
 
A summary of the loans is as follows: 
 6/30/22 6/30/21 
First loan from landlord – due 8/31/31 at 8.75% $333,509 $356,218 
Second loan from landlord – due 8/31/31 at 8.9% 178,212 190,268 
Third loan from landlord – due 8/31/31 at 8.9%    147,773 157,771 
Main Street Loan – due 12/18/25 at LIBOR +3% 2,579,130 2,500,000 
Fourth loan from landlord -due 8/15/32 at 8%      837,866                    0 
Total principal amount 4,076,490 3,204,257 
Less unamortized debt issuance cost        (40,000)       (45,000) 
Total $4,036,490 $3,159,257 
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As of June 30, 2022, future minimum principal payments on all loans are as follows: 
 
Year ending: June 30, 2023  $323,051 
 June 30, 2024 510,221 
 June 30, 2025 1,289,301 
 June 30, 2026 973,183 
 June 30, 2027 158,374 
 Thereafter      822,360 
Total  $4,076,490 
 

Note	9	‐				Net	Assets	With	Donor	Restrictions	
 
A summary of net assets with donor restrictions is as follows: 
  June 30, 2022  
   Released 
 Balance   from Balance 
Programs: 7/1/21 Additions Restrictions 6/30/22 

Mala - School Expansion $151,266 $9,480 ($37,774) $122,972 
Culinary Program 249,693 0 0 249,693 
Scholarships 1,500 0 0 1,500 
Community Performing Arts Space 7,600 0 (7,600) 0 
Bernie Glassman Charter School 32,273 200 (1,757) 30,716 
Lavelle Prep Music Program 44,800 0 0 44,800 
Other programs        7,500            0               0        7,500 
Total $494,632 $9,680 ($47,131) $457,181 

 
  June 30, 2021  
   Released 
 Balance   from Balance 
Programs: 7/1/20 Additions Restrictions 6/30/21 

Mala - School Expansion $141,680 $36,313 ($26,727) $151,266 
Culinary Program 249,693 0 0 249,693 
Scholarships 1,500 0 0 1,500 
Community Performing Arts Space 7,600 0 0 7,600 
Bernie Glassman Charter School 0 32,371 (98) 32,273 
Lavelle Prep Music Program 44,800 0 0 44,800 
Other programs        8,295              0         (795)        7,500 
Total program restricted 453,568 68,684 (27,620) 494,632 
Time restricted     14,806              0   (14,806)                0 
Total $468,374 $68,684 ($42,426) $494,632 
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Note	10	‐	 Paycheck	Protection	Program	Loan 
	 	

During the year ended June 30, 2020, ICS obtained a loan from the Small Business 
Administration (“SBA”) in the amount of $3,480,236 through the Paycheck Protection 
Program (“PPP”).  
 
Terms of the loan indicated that if certain conditions were met, which included maintaining 
average work forces during periods subsequent to receipt of the loan funds that were 
greater than pre-determined historical periods, that the loan, or a portion thereof, would be 
forgiven.  
 
ICS accounts for the PPP loan in accordance with ASC 958-605 as a conditional contribution. 
During the year ended June 30, 2021, ICS met all conditions for forgiveness, and recognized 
as revenue $3,519,696, which included accrued interest of $39,460. In addition, ICS was 
notified that full forgiveness was approved by the SBA. 
 

Note	11	‐	 Special	Event	Income	
	
Special event activities of the School were comprised of the following for the year ended 
June 30, 2022: 
 
 Gala 
Gross revenue $50,050 
Less: expenses with a direct benefit to donor  (35,290) 
 14,760 
Less: other event expenses    (6,292) 
Total    $8,468 

 
Note	12	‐	 Significant	Concentrations		 

 
ICS is dependent upon grants from the NYCDOE to carry out its operations. Approximately 
93% and 83% of the total public support and revenue was received from the NYCDOE for 
the years ended June 30, 2022 and June 30, 2021, respectively. If the NYCDOE were to 
discontinue funding, it would have a severe economic impact on the ability to operate. 
 

Note	13	‐	 Retirement	Plan 
 
ICS adopted a 401(k) profit sharing plan (the “Plan”). The Plan is a defined contribution plan. 
Employees are eligible to enroll in the Plan on the first day of employment. Those employees 
who have completed at least one full day of service are also eligible for employer 
contribution. The Plan provides for a discretionary contribution from ICS of up to 5% of the 
participating employee’s salary.  
 
The contribution from ICS becomes fully vested after the employee completes two years of 
service. Amounts accrued for the employer portion of the matching contribution were 
$701,987 and $593,666 for the years ended June 30, 2022 and June 30, 2021, respectively.  
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Note	14	‐	 Contingencies	
 

In the normal course of business, ICS may be involved in proceedings, lawsuits, and other 
claims. These matters are subject to many uncertainties, and outcomes are not predictable 
with a high degree of assurance. As a result, the ultimate aggregate amount of monetary 
liability or financial impact with respect to these matters as of June 30, 2022, cannot be 
ascertained. 
 

Note	15	‐	 Availability	and	Liquidity	
 
The following reflects ICS’ financial assets at June 30, 2022 that are available to meet cash 
needs for general expenditures within one year: 
 
Financial assets at year-end: 
  Cash and cash equivalents $9,762,876  
  Grants and pledges receivable 
     collectible within one year   1,725,640 
Total financial assets  $11,488,516 

Less amounts not available for general expenditures: 

  Donor contributions restricted to specific purposes         (457,181) 

 
Financial assets available to meet cash needs  
    for general expenditures within one year   $11,031,335 
 

ICS maintains cash on hand to be available for its general expenditures, liabilities, and other 
obligations for on-going operations. As part of its liquidity management, ICS operates its 
programs within a board approved budget and relies on grants and earned income to fund its 
operations and program activities.  
 

Note	16	‐	 Subsequent	Events	
 

Subsequent events have been evaluated through October 20, 2022, the date the financial 
statements were available to be issued. Adjustments and disclosures have been made for all 
subsequent events that have occurred through this date. 
 

Note	17	‐	 Other	Matters	
 

On January 30, 2020, the World Health Organization declared the coronavirus outbreak a 
"Public Health Emergency of International Concern" and on March 10, 2020, declared it to be 
a pandemic. Actions taken around the world to help mitigate the spread of the coronavirus 
include restrictions on travel, quarantines in certain areas, and forced closures for certain 
types of public places and businesses. The coronavirus and actions taken to mitigate it have 
had and are expected to continue to have an impact on the economies and financial markets 
of many countries, including the geographical area in which ICS operates. As of the date of 
the financial statements, many of the travel restrictions and stay at home orders have been 
lifted, however, supply chains remain impacted. Management continues to monitor the 
outbreak, however, as of the date of these financial statements, the potential impact cannot 
be quantified. 
 
 



Integration John W Lavelle New Nicotra Richmond
Charter School Preparatory Ventures Early College Preparatory Total

Public Support and Revenue:
Public school district: (Note 8)

Revenue - resident student enrollment $13,153,986 $2,203,975 $3,928,071 $1,818,276 $21,104,308
Revenue - students with special education services 4,931,121 1,036,329 1,035,351 756,930 7,759,731

Total public school district revenue 0 18,085,107 3,240,304 4,963,422 2,575,206 28,864,039

New York City rental assistance (Note 8) 1,972,906 629,063 710,285 530,887 3,843,141
Other government grants 2,178,194 228,728 316,861 354,475 3,078,258
Contributions 15,968 8,341 4,503 1,938 30,750
Special event income (net of expenses with a 
  direct benefit to donors) (Note 13) 9,446 1,476 2,663 1,175 14,760
Other income 53,263 3,323            8,622 1,679 66,887

Total public support and revenue 0 22,314,884 4,111,235 6,006,356 3,465,360 35,897,835

Expenses:
Personnel services:

Non-instructional staff personnel 3,855,506 810,147 1,233,034 707,632 6,606,319
Instructional staff personnel 10,097,921 1,357,875 2,428,125 1,343,215 15,227,136

Total personnel services 0 13,953,427 2,168,022 3,661,159 2,050,847 21,833,455

Fringe benefits and payroll taxes 3,321,750 516,119 871,573 488,226 5,197,668
Retirement 407,757 52,313 138,295 103,873 702,238
Supplies and materials 201 573,311 54,566 210,697 81,776 920,551
Legal services 77,243 10,620 33,860 12,369 134,092
Accounting and audit services 52,648 20,633 24,338 18,706 116,325
Other purchased professional

 and consulting services 60,302 11,769 17,000 26,013 115,084
Occupancy and facility costs 3,364,290 762,992 1,042,561 590,315 5,760,158
Repairs and maintenance 427,118 86,710 112,616 73,790 700,234
Insurance 120,355 19,127 34,089 14,823 188,394
Utilities 192,216 17,007 23,036 9,876 242,135
Equipment and furnishings 95,091 17,740 33,600 7,692 154,123
Staff development 204,767 15,784 52,444 11,554 284,549
Marketing and recruitment 160,077 33,550 82,900 61,327 337,854
Technology 340 91,095 18,299 23,722 11,357 144,813
Food services 280,403 42,324 8,653 41,401 372,781
Student services 9,862 125 23,800 12 33,799
Office expenses 32,513 6,102 9,093 10,380 58,088
Other expenses 87,187 164,967 36,486 13,930 302,570

Subtotal 87,728 23,589,192 3,853,802 6,439,922 3,628,267 37,598,911

Less: direct special event expenses netted with revenue (26,115) (6,352) (2,823) (35,290)

Total operating expenses 87,728 23,563,077 3,853,802 6,433,570 3,625,444 37,563,621

Change in net assets from operations ($87,728) ($1,248,193) $257,433 ($427,214) ($160,084) ($1,665,786)

Non-operating activity:
Less: depreciation (497,402) (77,719) (139,895) (62,175) (777,191)
Less: amortization (5,000) (20,603) (25,603)
Less: non-cash lease adjustment (622,572)             (277,532) (367,542) (77,509) (1,345,155)

Total non-operating activity (5,000) (1,140,577) (355,251) (507,437) (139,684) (2,147,949)

Change in net assets ($92,728) ($2,388,770) ($97,818) ($934,651) ($299,768) ($3,813,735)

INTEGRATION	CHARTER	SCHOOLS
COMBINING	SCHEDULE	OF	ACTIVITIES
FOR	THE	YEAR	ENDED	JUNE	30,	2022

The	attached	notes	and	auditor's	report	are	an	integral	part	of	these	financial	statements.												
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN 

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
INDEPENDENT AUDITORS’ REPORT 

 
To the Board of Trustees of 
Integration Charter Schools  

 

 
 

 
 

 
 

 

                
 

 

 
 

  weaknesses or significant deficiencies may exist that have not been identified.
any deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify 
this section and was not designed to identify all deficiencies in internal control that might be material 
Our consideration of internal control was for the limited purpose described in the first paragraph of 

by those charged with governance.
internal control that is less severe than a material weakness, yet important enough to merit attention 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in 
material  misstatement  of  the  entity’s  financial  statements  will  not  be  prevented, or  detected  and 
combination  of  deficiencies,  in  internal  control,  such  that  there  is  a  reasonable  possibility  that  a 
or  detect  and  correct,  misstatements  on  a  timely  basis.  A material  weakness is  a  deficiency,  or a 
management or employees, in the normal course of performing their assigned functions, to prevent, 
A deficiency  in  internal  control exists  when  the  design  or  operation  of  a  control  does  not  allow 

control. Accordingly, we do not express an opinion on the effectiveness of the ICS’ internal control.
statements, but not for the purpose of expressing an opinion on the effectiveness of the ICS’ internal 
appropriate  in  the  circumstances  for  the  purpose  of  expressing  our  opinion  on  the  financial 
over  financial  reporting  (internal  control) as  a  basis  for  designing audit  procedures  that  are 
In planning and performing our audit of the financial statements, we considered ICS’ internal control 

Internal Control over Financial Reporting

October 20, 2022.
ended and the related notes to the financial statements, and have issued our report thereon dated 
2022 and the related statements of activities, functional expenses, and cash flows for the year then 
Integration Charter Schools (“ICS”), which comprise the statement of financial position as of June 30, 
Standards issued  by  the  Comptroller  General  of  the  United  States,  the  financial  statements  of 
of  America  and  the  standards  applicable  to  financial  audits  contained  in Government  Auditing 
We have audited, in accordance with the auditing standards generally accepted in the United States 
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Compliance and Other Matters 
 

As part of obtaining reasonable assurance about whether the ICS’ 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 financial statements. However, providing an opinion on compliance with  those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 

 
Purpose of this Report 

 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

 
 
 

Schall & Ashenfarb 
Certified Public Accountants, LLC 

 
 

October 20, 2022 
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INTEGRATION CHARTER SCHOOLS 
SCHEDULE OF FINDINGS AND RESPONSES 

JUNE 30, 2022 
 
 
Current Year:  
 

None 
 
Prior-Year Follow-Up: 
 
None 
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