B51260

SOOI

STATE OF INDIANA

302 WEST WASHINGTON STREET
ROOM E418

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
ZV\/Q’\JJ
INDIANAPOLIS, INDIANA 46204-2769

Telephone: (317) 232-2513
Fax: (317) 232-4711
Web Site: www.in.gov/sboa

November 13, 2018

Charter School Board
Community Montessori, Inc.
4102 St. Joseph Rd.

New Albany, IN 47150

We have reviewed the report prepared by, Community Montessori, Inc. and opined upon by
Donovan CPAs, Independent Public Accountants, for the period July 1, 2017 to June 30, 2018. Per the
Independent Auditors’ Report the financial statements included in the report present fairly the financial
condition of Community Montessori, Inc. as of June 30, 2018 and the results of its operations for the
period then ended, on the basis of accounting described in the report.

In our opinion, Donovan CPAs prepared all required independent auditor’s reports in accordance
with generally accepted auditing standards and guidelines established by the State Board of Accounts.

In addition to the report presented herein, a Supplemental Audit Report for Community
Montessori, Inc., was prepared in accordance with the guidelines established by the State Board of
Accounts.

The Financial Statements and Independent Auditors’ Report and the Supplemental Audit Report
are filed in our office as a matter of public record.
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Dono CPAs

Independent Auditors’ Report

The Board of Directors
Community Montessori, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Community Montessori, Inc., which
comprise the statements of financial position as of June 30, 2018 and 2017, and the related statements
of activities and change in net assets, functional expenses, and cash flows for the years then ended,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

www.cpadonovan.com
Westside Office | 5151 E. US Hwy 36, Avon, IN 46123 | 317.745.6411
Northside Office | 9292 N. Meridian Street, Suite 150, Indianapolis, IN 46260 | 317.844.8300



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Community Montessori, Inc. as of June 30, 2018 and 2017, and the changes in its
net assets, functional expenses, and cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

DONOVAN

L‘on Al

Indianapolis, Indiana
October 25, 2018



COMMUNITY MONTESSORI, INC.
STATEMENTS OF FINANCIAL POSITION

June 30, 2018 and 2017
2018 2017
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 3,111,897 $ 2,639,763
Investments 503,780 503,965
Accounts receivable, net of allowance 13,585 19,608
Prepaid expenses 62,234 34,186
Total current assets 3,691,496 3,197,522
PROPERTY AND EQUIPMENT
Land 150,296 150,296
Buildings and improvements 11,390,788 11,390,788
Furniture and equipment 115,540 175,982
Less: accumulated depreciation (3,274,229) (3,045,370)
Property and equipment, net 8,382,395 8,671,696
TOTAL ASSETS $ 12,073,891 $ 11,869,218
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current portion of notes payable $ 252,799 $ 245,546
Accounts payable and accrued expenses 362,418 339,115
Refundable advance - 28,374
Deferred revenue 151,663 202,201
Total current liabilities 766,880 815,236
LONG-TERM LIABILITIES
Notes payable, net of current portion 5,557,543 5,810,314
Less: unamortized debt issuance costs (49,234) (51,836)
Total long-term liabilities, net of unamortized debt issuance costs 5,508,309 5,758,478
Total liabilities 6,275,189 6,573,714
NET ASSETS
Unrestricted
Undesignated 5,193,523 5,226,606
Board-designated net assets 500,000 -
Total unrestricted 5,693,523 5,226,606
Temporarily restricted 105,179 68,898
Total net assets 5,798,702 5,295,504
TOTAL LIABILITIES AND NET ASSETS $ 12,073,891 $ 11,869,218

See independent auditors' report and accompanying notes to the financial statements
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REVENUE AND SUPPORT
State education support
Program fees
Grant revenue
Student fees
Contributions
Fundraising
Investment gain (loss)
Other

Net assets released from restrictions
Total revenue and support
EXPENSES
Program services

Management and general

Fundraising

Total expenses

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

COMMUNITY MONTESSORI, INC.
STATEMENTS OF ACTIVITIES AND CHANGE IN NET ASSETS
For the Years Ended June 30, 2018 and 2017

2018 2017
Temporarily Temporarily

Unrestricted Restricted Total Unrestricted Restricted Total
$ 3,490,146 $ - 3,490,146 $ 3,489,510 $ - 3,489,510
643,093 - 643,093 542,483 - 542,483
415,467 - 415,467 140,101 - 140,101
148,062 - 148,062 139,910 - 139,910
25,200 37,155 62,355 16,054 62,066 78,120
53,072 - 53,072 56,608 - 56,608
(185) - (185) 7,801 - 7,801
29,643 - 29,643 26,005 - 26,005
874 (874) - 869 (869) -
4,805,372 36,281 4,841,653 4,419,341 61,197 4,480,538
3,717,048 - 3,717,048 3,506,228 - 3,506,228
584,499 - 584,499 606,195 - 606,195
36,908 - 36,908 51,618 - 51,618
4,338,455 - 4,338,455 4,164,041 - 4,164,041
466,917 36,281 503,198 255,300 61,197 316,497
5,226,606 68,898 5,295,504 4,971,306 7,701 4,979,007
$ 5,693,523 $ 105,179 5,798,702 $ 5,226,606 $ 68,898 5,295,504

See independent auditors' report and accompanying notes to the financial statements
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COMMUNITY MONTESSORI, INC.
STATEMENTS OF FUNCTIONAL EXPENSES
For the Years Ended June 30, 2018 and 2017

2018 2017
Program Management Program Management
Services and General Fundraising Total Services and General Fundraising Total
FUNCTIONAL EXPENSES

Salaries and wages $ 2,182,178 $ 338,853 $ - $ 2,521,031 $ 1,970,238 $ 356,760 $ - $ 2,326,998
Employee benefits 476,131 58,350 - 534,481 430,791 62,950 - 493,741
Staff development and recruitment 28,550 - - 28,550 37,941 - - 37,941
Professional services 100,436 14,969 - 115,405 84,265 3,492 - 87,757
Program expenses 94,574 - - 94,574 61,415 - - 61,415
Authorizer oversight fees - 85,739 - 85,739 - 82,731 - 82,731
Dues, licenses, and subscriptions - 18,338 - 18,338 - 30,377 - 30,377
Advertising - 831 - 831 - 1,310 - 1,310
Travel - 2,955 - 2,955 - 2,926 - 2,926
Information technology 91,388 - - 91,388 114,502 - - 114,502
Minor equipment 22,827 - - 22,827 25,699 - - 25,699
Supplies 56,302 7,180 - 63,482 90,226 16,034 - 106,260
Occupancy 191,003 - - 191,003 201,304 - - 201,304
Depreciation 289,301 - - 289,301 289,638 - - 289,638
Amortization 2,602 - - 2,602 205 - - 205
Interest 181,756 - - 181,756 200,004 - - 200,004
Insurance - 29,057 - 29,057 - 18,512 - 18,512
Fundraising - - 36,908 36,908 - - 51,618 51,618
Other - 28,227 - 28,227 - 31,103 - 31,103

Total functional expenses $ 3,717,048 $ 584,499 $ 36,908 $ 4,338,455 $ 3,506,228 $ 606,195 $ 51,618 $ 4,164,041

See independent auditors' report and accompanying notes to the financial statements

5



COMMUNITY MONTESSORI, INC.
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2018 and 2017

OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation
Amortization
(Gain)/loss on investments
Change in certain assets and liabilities:
Accounts receivable
Grants receivable
Prepaid expenses
Accounts payable and accrued expenses
Refundable advances

Deferred revenue

Net cash provided by operating activities

INVESTING ACTIVITIES

Acquisition of investments
FINANCING ACTIVITIES

Principal repayment of notes payable

Payment of debt issuance costs

Net cash used in financing activities

NET CHANGE IN CASH

CASH, BEGINNING OF YEAR

CASH, END OF YEAR

SUPPLEMENTAL INFORMATION

Cash paid for interest

2018 2017
$ 503,198 316,497
289,301 289,638
2,602 205
185 (7,801)
6,023 (7,883)
- 3,342
(28,048) (11,895)
23,303 69,824
(28,374) 28,374
(50,538) 37,088
717,652 717,389
- (269,282)
(245,518) (288,201)
- (52,041)
(245,518) (340,242)
472,134 107,864
2,639,763 2,531,899
$ 3,111,897 2,639,763
$ 181,756 200,924

See independent auditors' report and accompanying notes to the financial statements
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COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2018 and 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General — Community Montessori, Inc. (the "School") is a public benefit not-for-profit
organization incorporated under the laws of the State of Indiana. The School operates a public
charter school established under Indiana Code 20-24 and is sponsored by Ball State University.
The School also provides an early childhood education program for children ages three and four
on a fee basis. For 2017-2018 school year, the School served approximately 600 students in
preschool through high school.

Accounting 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 certain reported amounts and disclosures. Actual results
could differ from those estimates.

Financial Statement Presentation — The School reports its financial position and activities
according to two classes of net assets as follows:

e Unrestricted net assets, which represent net assets that the Board of Directors has
discretionary control to use in carrying on the activities of the School in accordance with its
articles of incorporation and by-laws.

e Temporarily restricted net assets, which represent net assets restricted by the donor, grantor,
or other outside party for a specific purpose or until the passage of time.

Board-Designated Net Assets — The Board designated $500,000 of net assets at June 30, 2018 for
purposes related to the expansion of the School. No net assets were designated by the Board as of
June 30, 2017.

Revenue Recognition — Revenues primarily come from resources provided under the Indiana
Charter Schools Act. Under the Act, the School receives an amount per student in relation to the
funding received by other publicly funded schools in the same geographic area. Funding from the
State of Indiana is based on enrollment, and paid in monthly installments in July through June
coinciding with the academic school year. Revenue is recognized in the year in which the
educational services are rendered.

A portion of the School’s revenue is the product of cost reimbursement grants. Accordingly, the
School recognizes revenue under these grants in the amount of costs and expenses at the time they
are incurred.

Program fees and materials and supplies fees are paid by families based on the number of children
enrolled, and are recognized in the academic school year to which the payments pertain.



COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2018 and 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Contributions — Contributions received and unconditional promises to give are measured at their
fair values and are reported as an increase in net assets. The School reports gifts of cash and other
assets as restricted support if they are received with donor stipulations that limit the use of the
donated assets, or if they are designated as support for future periods. When a donor restriction
expires, that is, when a stipulated time restriction ends or purpose restriction is accomplished,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities and change in net assets as net assets released from restrictions.

Cash and Cash Equivalents — Cash and cash equivalents consist of cash held in bank accounts and
short-term, highly liquid investments with original maturities of three months or less.

Grants and Accounts Receivable — Grants receivable relate primarily to activities funded under
grants and legislation enacted by the State of Indiana. The School believes that it is operating in
compliance with regulatory requirements and as such no allowance for doubtful account is
deemed necessary with regard to grant receivables. Accounts receivable relate primarily to
program fees collected annually from the School’s students. These accounts receivable are
reviewed for collectability annually. The accompanying financial statements reflect an allowance
for doubtful accounts of $17,242 and $12,729 as of June 30, 2018 and 2017, respectively, relating
to program fees.

Investments — Investments in equity securities with readily determinable fair values and all
investments in debt securities are reported at their fair values on the statements of financial
position. Unrealized gains and losses are included in the change in net assets. Investment income
and gains and losses on investments are reported as increases or decreases in unrestricted net
assets unless their use is temporarily or permanently restricted by explicit donor stipulations or by
law.

Property and Equipment — Purchases of assets and expenditures that materially increase value or
extend useful lives are capitalized and are included in the accounts at cost. Routine maintenance
and repairs, minor replacement costs, and equipment purchases with a unit cost of less than
$5,000 are charged to expense as incurred.

Depreciation is provided over the estimated useful lives of the respective assets using the straight-
line method. The estimated useful lives generally are as follows:

Buildings and improvements 40 years
Furniture and equipment 3 to 7 years

Deferred Revenue — Deferred revenue consists of early education program fee deposits and
materials and supplies fee deposits received as part of the enrollment process for the subsequent
academic school year.




COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2018 and 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Debt Issuance Costs — Debt issuance costs include expenses incurred as part of the July 2016
refinancing of long-term debt. Amortization of the $52,041 in debt issuance costs is provided on
a straight-line basis over the 20-year term of the related notes payable. Accumulated amortization
was $2,807 and $205 as of June 30, 2018 and 2017, respectively. As provided by ASU 2015-03,
Simplifying the Presentation of Debt Issuance Costs, debt issuance costs are presented as a direct
deduction from the carrying amount of the related debt liability.

Taxes on Income — Community Montessori, Inc. has received a determination from the U.S.
Internal Revenue Service stating that it qualifies under the provisions of Section 501(c)(3) of the
Internal Revenue Code as a tax-exempt organization; however, the School would be subject to tax
on income unrelated to its exempt purpose. For the years ended June 30, 2018 and 2017, no
accounting for federal and state income taxes was required to be included in the accompanying
financial statements.

Professional accounting standards require the School to recognize a tax liability only if it is more
likely than not the tax position would be sustained in a tax examination, with a tax examination
being presumed to occur. The amount recognized is the largest amount of tax liability that is
greater than 50% likely of being realized on examination. For tax positions not meeting the more-
likely-than-not test, no tax liability is recorded. The School has examined this issue and has
determined that there are no material contingent tax liabilities or questionable tax positions. The
tax years ending after 2014 are open to audit for both federal and state purposes.

Subsequent Events — The School evaluated subsequent events through October 25, 2018, the date
these financial statements were available to be issued. Events occurring through that date have
been evaluated to determine whether a change in the financial statements or related disclosures
would be required.

NOTE 2 - LEGISLATIVE FUNDING CHANGES

In 2013, the Indiana legislature passed amendments to the Indiana Charter Schools Act that
altered the manner in which charter schools are funded. Prior to enactment, charter schools
received funding in the calendar year following the start of the academic school year. As such,
the School followed the practice of recognizing at June 30 of each year a receivable for payments
to be made to the School in the subsequent July through December time period, which represented
amounts due for services rendered. Effective July 1, 2013, charter school funding is paid
following the State of Indiana fiscal year of July to June, which is similar to the School’s
academic year. As part of this legislative amendment, the funding owed to the School under prior
legislation for the period July 2013 to December 2013 was suspended. This elimination of
funding resulted in a non-operating loss of $1,477,941.



COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2018 and 2017

NOTE 2 - LEGISLATIVE FUNDING CHANGES, Continued

In the same session, the Indiana legislature appropriated funding from the Indiana general fund to
repay Indiana Common School Fund loans and accrued interest outstanding as of June 30, 2013
on behalf of charter schools. The School applied for and received repayment of its indebtedness
under these obligations as of June 30, 2013. The repayment of debt resulted in non-operating
income of $861,897 comprised of the following:

Repayment of Common School Fund loans $ 733,133
Repayment of accrued interest on Common School Fund loans 128,764
S__ 861897

The School believes that it has been adversely affected by the legislative changes relating to the
elimination of funding and is pursuing relief through its elected representatives and the Indiana
Department of Education. The prospect for success is unknown as of June 30, 2018. The School
continues to carry a receivable of $1,477,941 relating to the funding reduction, offset by a
collectability allowance in the same amount.

NOTE 3 - INVESTMENTS

The School held the following investments as of June 30:

2018 2017
Corporate bonds $ 433,251 $ 428,370
Equity securities and equity mutual funds:
Industrials 2,510 1,663
Consumer discretionary 1,430 1,109
Consumer staples 4,040 4,989
Energy 2,599 1,663
Financial 3,984 3,881
Materials 782 2,217
Information technology 2,200 3,326
Utilities 2,062 2,217
Health care 3,746 3,881
Real estate 30,617 27,718
Telecommunication services 1,446 2,772
Money market funds 15,113 20,159

$ 503,780 $ 503,965

10



COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2018 and 2017

NOTE 4 - REFUNDABLE ADVANCE

During the year ended June 30, 2017, the School was awarded a grant from the Lilly Foundation,
Inc. for the purpose of establishing comprehensive counseling services for students. The terms of
the grant required the funds to be utilized for their intended purpose prior to December 31, 2017,
or be returned to the Lilly Foundation, Inc. The entire refundable advance balance of $28,374
was fully utilized prior to December 31, 2017 in accordance with the terms of the grant.

NOTE 5 - NOTES PAYABLE

Notes payable consisted of the following as of June 30:

2018 2017

Note payable to German American Bancorp,
payable $33,498 monthly, including interest at
2.99% per annum, maturing in July 2036 $ 5,590,367 $ 5,819,081
Note payable to German American Bancorp,
payable $2,108 monthly, including interest at
3.88% per annum, maturing in July 2036 219,975 236,779

5,810,342 6,055,860
Less: current portion (252,799) (245,546)
Long-term portion $ 5,557,543  §$ 5,810,314

Principal maturities of German American Bancorp notes payable are scheduled as follows for the

years ending June 30:

2019
2020
2021
2022
2023
Thereafter

$ 252,799
260,268
268,882
277,313
286,010

4,465,070

S 5810342
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COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2018 and 2017

NOTE 6 - RESTRICTED NET ASSETS

Temporarily restricted net assets represent contributions that have been received but not expended
for the identified purposes or have been donated for use in future periods. Temporarily restricted
net assets were available for the following purposes as of June 30:

2018 2017
Casa dei Curiosities capital project $ 97,582 ' $ 60,562
Community activities 1,484 1,484
Scholarships 5,075 5,575
Teen support group 1,038 1,277
$ 105,179 $ 68,898

During 2018 and 2017, net assets of $874 and $869, respectively, were released from restriction
by incurring expenses satisfying the restricted purposes or due to the passage of time.

NOTE 7 - COMMITMENTS AND CONTINGENCIES

The School operates under a charter granted by Ball State University. As the sponsoring
organization, Ball State University exercises certain oversight responsibilities. Under this charter,
the School has agreed to pay to Ball State University an annual administrative fee equal to 3% of
state tuition support received. The charter remains in effect until June 30, 2022, and is renewable
thereafter by mutual consent. Expense under this agreement was $85,739 and $82,731 for the
years ended June 30, 2018 and 2017, respectively.

NOTE 8 - RELATED PARTY TRANSACTIONS

The School purchased various supplies from a company whose owner is related to a management
employee of the School. Total purchases for the years ended June 30, 2018 and 2017 were
$18,064 and $15,676, respectively. At June 30, 2018, there was $84 owed to this vendor. At June
30, 2017 there was no balance owed to this vendor.

NOTE 9 - RETIREMENT PLANS

The School provides retirement benefits covering substantially all full-time employees.
Retirement benefits for teaching personnel are provided by the Indiana State Teachers’
Retirement Fund (“TRF”), which is a cost-sharing multiple-employer defined benefit retirement
plan governed by the State of Indiana and administered by the Indiana Public Retirement System
(“INPRS”) Board. Contribution requirements of plan members are determined annually by the
INPRS Board. For the years ended June 30, 2018 and 2017, the School contributed 7.5% of
compensation for eligible teaching personnel to TRF. Should the School elect to withdraw from
TREF, it could be subject to a withdrawal fee. The School’s contributions represent an insignificant
percentage of the total contributions received by TRF. As of June 30, 2017 (the latest year
reported), TRF was more than 80% funded.

12



COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2018 and 2017

NOTE 9 - RETIREMENT PLANS, Continued

All non-teaching personnel are eligible to enroll in a defined contribution Section 403(b) plan.
Teaching personnel can also opt to participate in the 403(b) plan in lieu of TRF. Under the 403(b)
plan, the School will match an employee’s contributions up to 3% of compensation, which can be
higher based on years of service. Retirement plan expense under all plans was $118,956 and
$112,605 for the years ended June 30, 2018 and 2017, respectively.

NOTE 10 - RISKS AND UNCERTAINTIES

The School provides educational instruction services to families residing in Floyd and
surrounding counties in Indiana, and is subject to the risks of economic and competitive forces at
work within this geographic area.

Like other publicly funded schools, the majority of revenues relate to legislation enacted by the
State of Indiana or grants awarded under federal programs. Changes in state or federal legislation
could significantly affect the School. Additionally, the School is subject to monitoring and audit
by state and federal agencies. Those examinations may result in additional liability to be imposed
on the School.

Financial instruments that potentially subject the School to concentrations of credit risk consist
principally of receivables from the State of Indiana. In addition, deposits maintained at German
American Bancorp generally exceed the FDIC insurance limit.

NOTE 11 - FAIR VALUE MEASUREMENTS

Fair value accounting standards define fair value, establish a framework for measuring fair value,
outline a fair value hierarchy based on inputs used to measure fair value and enhance disclosure
requirements for fair value measurements. The fair value hierarchy distinguishes between market
participants assumptions based on market data obtained from sources independent of the entity
(observable inputs that are classified within Level 1 or 2 of the hierarchy) and the reporting
entity’s own assumptions about market participant assumptions (unobservable inputs classified
within Level 3 of the hierarchy).

e Level 1. Quoted prices for identical assets or liabilities in active markets to which the
Corporation has access at the measurement date.

e Level 2. Inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly.

o Level 3. Unobservable inputs for the asset or liability.

13



COMMUNITY MONTESSORI, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Years Ended June 30, 2018 and 2017

NOTE 11 - FAIR VALUE MEASUREMENTS, Continued

The School’s statements of financial position include the following financial instruments that are
required to be measured at fair value on a recurring basis:

e Investments in corporate bonds — considered Level 1 assets, and are reported at fair value
based on quoted market prices in active markets for identical assets at the measurement
date.

o Investments in equity securities and equity mutual funds — considered Level 1 assets, and
are reported at fair value based on quoted prices in active markets for identical assets at the
measurement date.

e Investments in money market funds — considered Level 2 assets, and are reported at fair
value, which is determined by discounting the related cash flows based on current yields of
similar instruments with comparable durations considering the creditworthiness of the
issuers.

NOTE 12 - FUNCTIONAL EXPENSE REPORTING
The costs of providing the educational activities have been summarized on a functional basis in

the statements of activities and change in net assets. Accordingly, certain expenses have been
allocated between program services, management and general, and fundraising expenses.
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COMMUNITY MONTESSORI, INC.
OTHER REPORT
For the Year Ended June 30, 2018

The reports presented herein were prepared in addition to another official report prepared for the
School is listed below:

Supplemental Audit Report of Community Montessori, Inc.
The Supplemental Audit Report contains the results of compliance testing required by the Indiana
State Board of Accounts under its Guidelines for the Audits of Charter Schools Performed by Private

Examiners pertaining to matters addressed in its Accounting and Uniform Compliance Guidelines
Manual for Indiana Charter Schools.
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