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Opinion  

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of Merrick Academy – Queens Public Charter School as of June 30, 2020 and 2019, 

and the changes in its net assets and its cash flows for the years then ended in accordance with 

accounting principles generally accepted in the United States of America. 

Supplemental Information 

Our audits were conducted for the purpose of forming an opinion on the financial statements as a 

whole.  The accompanying supplemental information within the statements of functional expenses 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 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 also have issued our report dated October 27, 

2020, on our consideration of Merrick Academy – Queens Public Charter School’s internal control 

over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 

contracts and grant agreements and other matters.  The purpose of that report is solely 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 Merrick Academy – Queens Public 

Charter School’s 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 Merrick 

Academy – Queens Public Charter School’s internal control over financial reporting and compliance. 

 

 

 

New York, New York 

October 27, 2020 
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Statements of Financial Position 

June 30, 2020 and 2019 

 

 
2020 2019

Assets

Current Assets

Cash 2,487,033$     953,473$        

Grants and contracts receivable 173,156           239,556           

Prepaid expenses 101,440           83,356             

Total current assets 2,761,629       1,276,385       

Security deposits 127,770           127,770           

Cash – reserve 75,829             75,591             

Fixed assets – net 715,954           800,922           

Total assets 3,681,182$     2,280,668$     

Liabilities and Net Assets

Current Liabilities

Accounts payable and accrued expenses 157,012$        202,559$        

Accrued salaries and related liabilities 752,002           777,261           

Deferred revenue 25,223             -                        

Loan payable 459,518           -                        

Total current liabilities 1,393,755       979,820           

Deferred rent 184,877           221,575           

Loan payable 737,015           -                        

Total long term liabilities 921,892           221,575           

Total liabilities 2,315,647       1,201,395       

Net Assets, Without Donor Restrictions 1,365,535       1,079,273       

Total liabilities and net assets 3,681,182$     2,280,668$     
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Merrick Academy ± Queens Public Charter School 
Statement of Functional Expenses 

Year Ended June 30, 2019  

 

 
Supporting

** Services

No. of Special Management

Positions Education Education Total and General Total

Personnel service costs

Administrative staff personnel 15 579,216$        362,010$        941,226$        506,814$        1,448,040$     

Instructional personnel 64 3,014,798       1,403,826       4,418,624       -                        4,418,624       

Noninstructional personnel 7 -                        -                        -                        419,751           419,751           

Salaries 3,594,014       1,765,836       5,359,850       926,565           6,286,415       

Payroll taxes and employee benefits 867,056           426,008           1,293,064       122,269           1,415,333       

Retirement 78,694             
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Merrick Academy ± Queens Public Charter School 
Statements of Cash Flows 
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At June 30, 2020 and 2019, all net assets are without donor restrictions and are available to be used 

for operations. 
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Conditional contributions having donor stipulations which are satisfied in the period the gift is 

received are recorded as revenue and net assets without donor restrictions. 

As of June 30, 2020, $25,223 of proceeds received from conditional contributions were recorded as 

a liability as the conditions had not been met. 

Leases 

Leases are classified as operating or capital leases in accordance with the terms of the underlying 

agreements.  Operating lease 
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Annual maturities as of June 30, 2020 are: 

2021 459,518$        

2022 737,015           

1,196,533$     
 

 

Note 5: Lease Commitments 

The School has a lease on the school building which will expire on December 31, 2022.  Rent 

expense for the years ended June 30, 2020 and 2019 was $830,277 and $832,092, respectively. 

The lease for the building is being straight-lined over the life of the lease.  The deferred rent 

liability as of June 30, 2020 and 2019 was $184,877 and $221,575, respectively. 

The School entered into noncancelable lease agreements for office equipment expiring at various 

dates through June 2024.  Rent expense for the years ended June 30, 2020 and 2019 was $105,926 

and $112,534, respectively. 
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Note 7: Retirement Plan 

The School sponsors a 401(k) retirement plan for its employees.  All employees are immediately 

eligible to participate in the plan.  Employees can make pretax contributions up to a maximum of 

100 percent of the annual compensation, subject to IRS restrictions.  The School matches the 

employee contribution up to 4 percent of the employee’s annual compensation.  Pension expense 

under this plan for the years ended June 30, 2020 and 2019 was $138,439 and $128,456, 

respectively. 

 

Note 8: Liquidity and Availability 

The School’s financial assets available within one year of the balance sheet date for general 

expenditures as of June 30, 2020 and 2019 are: 

2020 2019

Financial assets at year-end

Cash 2,487,033$     953,473$        

Grants and contracts receivable 173,156          239,556          

Financial assets available to meet cash needs for

general expenditures within one year 2,660,189$     1,193,029$     
 

The financial assets of the School without donor restrictions or restricted by state laws, are 

available for general expenditures.  As part of liquidity management, the School invests cash in 



 

Merrick Academy 



 

16 

 

 

 

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 

 

,QGHSHQGHQW�$XGLWRU¶V�5HSRUW 
 

 

 

Board of Trustees 

Merrick Academy – Queens Public Charter School 

Laurelton, New York 

 

 



 

17 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Merrick Academy – Queens Public Charter 

School’s financial statements are free from 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. 
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Merrick Academy ± Queens Public Charter School 
Schedule of Findings and Responses 

Year Ended June 30, 2020 

 

 

Findings Required to be Reported by Government Auditing Standards 

 
No matters are reportable.  



 



 

 

 

 

 

 

 

Board of Trustees and Management 

Merrick Academy – Queens Public Charter School 

Laurelton, New York 

 

 

As part of our audit of the financial statements of Merrick Academy – Queens Public Charter School (the 

School) as of and for the year ended June 30, 2020, we wish to communicate the following to you. 

AUDIT SCOPE AND RESULTS 

Auditor’s Responsibility Under 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 

An audit performed 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 is designed to obtain reasonable, rather than 

absolute, assurance about the financial statements.  In performing auditing procedures, we establish 

scopes of audit tests in relation to the financial statements taken as a whole.  Our engagement does not 

include a detailed audit of every transaction.  Our engagement letter more specifically describes our 

responsibilities. 
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Historically, there was diversity in practice for accounting for grants.  Some grantees considered grants 

to be an exchange transaction, whereas others reported grants as donor-restricted contributions.  

ASU 2018-08 provides guidance that unless the grantor is directly receiving value in the same amount as 

the services provided (an exchange transaction), the grant should be considered a contribution.  In 

addition, if the grantor incorporates barriers into the contract and has a right of return, the transaction is 

considered to be a conditional contribution.  Under the accounting guidance, conditional contributions are 

not recorded as revenue until the condition has been met.  

In implementing ASU 2018-08, the School was required to evaluate all grant agreements.  Adoption of 

the ASU may cause a change in the timing and classification of grant revenues. 

Alternative Accounting Treatments 

We had discussions with management regarding alternative accounting treatments within accounting 

principles generally accepted in the United States of America for policies and practices for material items, 

including recognition, measurement and disclosure considerations related to the accounting for specific 

transactions as well as general accounting policies, as follows: 

¶ In connection with the adoption of ASU 2018-08, management has elected an accounting policy 

that conditional contributions having donor stipulations, which are satisfied in the period the gift 

is received, are recorded as revenue and net assets without donor restrictions. 

¶ The School has elected to account for the PPP funding as a loan in accordance with Accounting 

Codification Standards (ACS) Topic 470, Debt. 

Management Judgments and Accounting Estimates 

Accounting estimates are an integral part of financial statement preparation by management, based on its 

judgments.  The following areas involve significant estimates for which we are prepared to discuss 

management’s estimation process and our procedures for testing the reasonableness of those estimates: 

¶ Receivables and potential for allowance for doubtful accounts 

Financial Statement Disclosures 

No matters are reportable.   

Audit Adjustments 

During the course of any audit, an auditor may propose adjustments to financial statement amounts.  

Management evaluates our proposals and records those adjustments which, in its judgment, are required 

to prevent the financial statements from being materially misstated.  A misstatement is a difference 

between the amount, classification, presentation or disclosure of a reported financial statement item and 

that which is required for the item to be presented fairly in accordance with the applicable financial 

reporting framework.   

There was one proposed audit adjustment recorded related to classification of a prepaid expense in 

accounts payable.  There were no proposed audit adjustments not recorded.   
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Other Material Communications 

Listed below are other material communications between management and us related to the audit: 

¶ Management representation letter (attached) 

¶ We orally communicated to management other deficiencies in internal control identified during 

our audit that are not considered material weaknesses or significant deficiencies 

OTHER MATTERS 

We observed the following matter and offer these comments and suggestions with respect to matters 

which came to our attention during the course of the audit of the financial statements.  Our audit 

procedures are designed primarily to enable us to form an opinion on the financial statements and, 

therefore, may not bring to light all weaknesses in policies and procedures that may exist.  However, this 

matter is offered as constructive suggestions for the consideration of management as part of the ongoing 

process of modifying and improving financial and administrative practices and procedures.  We can 

discuss this matter further at your convenience and may provide implementation assistance for changes or 

improvements. 

New Lease Accounting Standard 

The Financial Accounting Standards Board (FASB) issued ASU 2016-02, Leases (Topic 842), the long-

awaited standard on lease accounting.  FASB has issued various ASUs since that date related to Topic 

842 as well seeking to clarify guidance and provide more transition relief in certain areas. 

Under the ASU, lessees will recognize lease assets and liabilities on their balance sheet for all leases with 

terms of more than 12 months.  The new lessee accounting model retains two types of leases and is 

consistent with the lessee accounting model under existing generally accepted accounting principles 

(GAAP).  One type of lease (finance leases) will be accounted for in substantially the same manner as 

http://www.bkd.com/
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2. Early decision points: 

a. Transition method 

b. Practical expedients and accounting policy elections 

3. Accumulate the population of potential leases. 

4. Communicate with lenders – expected impact of ASC 842 on existing debt covenants. 

5. Systems analysis – 
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