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:VACHON CLUKAY CERTIFIED PUBLIC ACCOUNTANTS

608 Chestnut Street * Manchester, New Hampshire 03104
& COMPANY PC (603) 622-7070 * Fax: (603) 622-1452 ¢« www.vachonclukay.com

INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Making Community Connections Charter School

Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Making Community Connections Charter School, as
of and for the year ended June 30, 2022, and the related notes to the financial statements, which collectively
comprise the Making Community Connections Charter School’s basic financial statements as listed in the
table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Making Community Connections Charter School, as of June 30, 2022, and the
respective changes in financial position thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of the Making
Community Connections Charter School, 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 opinions.

Responsibilities of Management 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, 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 the Making Community Connections
Charter School’s ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.



Auditor’s Responsibility 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 auditor’s report that includes our
opinions. 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 generally accepted 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 there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e [Exercise professional judgment and maintain professional skepticism throughout the audit.

e 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.

e 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 the Making Community Connections Charter School’s internal control. Accordingly,
no such opinion is expressed.

e 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Making Community Connections Charter School 's 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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information be presented to supplement the basic financial
statements. Such information is the responsibility of management and, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Making Community Connections Charter School’s basic financial statements. The combining
nonmajor governmental fund financial statements are presented for purposes of additional analysis and are
not a required part of the basic financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare
the basic financial statements. The information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the combining nonmajor governmental fund financial statements are fairly stated, in all material respects,
in relation to the basic financial statements as a whole.

WM%*QMM"Q,

Manchester, New Hampshire
April 5, 2023



MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING JUNE 30, 2022

Presented herewith, please find the Management Discussion and Analysis Report for the Making
Community Connections Charter School (the School) for the fiscal year ending June 30, 2022.
Responsibility for both the accuracy of the data, and the completeness and fairness of this presentation
(including all disclosures) rests with management. To the best of our knowledge and belief, the data
contained herein is accurate in all material respects. This data is reported in a manner designed to fairly
present the School’s financial position, and the results of operations of the various funds of the School.
All disclosures necessary to enable the reader to gain an accurate understanding of the School’s financial
activities have been included.

School Management is responsible for establishing an accounting and internal control structure designed
to ensure that the physical, data, informational, intellectual, and human resource assets of the School are
protected from loss, theft, and misuse, and to ensure that adequate accounting information is maintained
and reported in conformity with generally accepted accounting principles (GAAP). Management also
strives to ensure that these assets are put to good and effective use. The internal control structure is
designed to provide reasonable assurances that these objectives are attained.

Overview of the Financial Statements

The financial statements presented herein include all of the activities of the Making Community
Connections Charter School using the integrated approach as prescribed by GASB Statement 34.

This discussion and analysis is intended to serve as an introduction to the Making Community
Connections Charter School’s financial statements. The basic financial statements are comprised of three
components:

1. Government-wide financial statements
2. Fund financial statements
3. Notes to the basic financial statements

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
School’s finances, in a manner similar to most private-sector companies.

The Statement of Net Position presents information on all of the School’s assets, deferred outflows of
resources, liabilities and deferred inflows of resources, with the remaining difference reported as net
position. Over time, increases and decreases in net position may serve as a useful indicator of whether the
financial position of the School is improving or deteriorating.

The Statement of Activities presents information showing how the School’s net position changed during
the most recent fiscal year. All of the current year’s revenue and expenses are taken into account
regardless of when cash is received or paid.



MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING JUNE 30, 2022

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The School uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The School solely employs the use of
governmental funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating the School’s near-term financial requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund Balance Sheet and the Statement of Revenues, Expenditures and
Changes in Fund Balances provide a reconciliation to facilitate this comparison between the
governmental activities Statement of Net Position and Statement of Activities.

The School maintains numerous individual governmental funds. Information is presented separately in
the Governmental Funds Balance Sheet and the Statement of Revenues, Expenditures and Changes in
Fund Balances for the General Fund, Federal Grants Fund, and Monadnock Start-up Grant Fund which
are the major funds of the School. Data for the other governmental funds is combined into a single,
aggregate presentation.

The School adopts an annual appropriation budget for its General Fund. A budgetary comparison has
been provided for the General Fund to demonstrate compliance with this budget.

Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements.

Other Information
In addition to the basic financial statements and accompanying notes, this report also presents certain

required supplementary information which is required to be disclosed by accounting principles generally
accepted in the United States of America.

il



MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL

MANAGEMENT’S DISCUSSION AND ANALYSIS

FISCAL YEAR ENDING JUNE 30, 2022

Government-Wide Financial Analysis

Statement of Net Position

Net Position of the Making Community Connections Charter School as of June 30, 2022 and 2021 is

follows:

Capital and Other Assets:
Capital assets, net
Other assets

Total Assets

Deferred Outflows of Resources:
Total Deferred Outflows of Resources

Long-term and Other Liabilities:
Long-term liabilities
Other liabilities
Total Liabilities

Deferred Inflows of Resources:
Total Deferred Inflows of Resources

Net Position:
Net investment in capital assets
Unrestricted

Total Net Position

2022 2021
499,966 $ 60,257
377,063 383,182
877,029 443,439
362,927 -
173,770 244,190
536,697 244,190

43,171 60,257
297,161 138,992
340,332 $ 199,249

The School’s net position increased by almost 72% in FY2022. Two factors are driving this change. First,
the School entered into a new five-year building lease. Pursuant to GASB 87, the School has recorded a
lease liability and a lease asset at the beginning of the lease term. The lease drives a significant increase in
capital assets, net investment in capital assets, and long-term liabilities. See Lease Agreements in Note — 5
Long-Term Obligations for more information about the lease. The second is that the School’s PPP loan

was forgiven, which increased its unrestricted net position.

Statement of Activities

The change in net position for the fiscal years ending June 30, 2022 and 2021 are as follows:

il



MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING JUNE 30, 2022

Program revenues: 2022 2021
Charges for services $ 137,109 $ 169,975
Operating grants and contributions 266,276 353,425

Total program revenues 403,385 523,400
General revenues:
State adequacy education grant 392,927 717,794
State differentiated aid 78,878 114,497
Miscellaneous 26,767 9,363
Loss on disposal of capital assets (1,330)
PPP loan forgiveness 197,417
Total general revenues, loss on disposal of
capital assets, and PPP loan forgiveness 694,659 841,654
Total revenues 1,098,044 1,365,054
Program expenses:
Instruction 384,355 559,518
Supporting services 126,890 133,084
General administration 239,769 426,378
Operation and maintenance of plant 196,923 292,930
Pupil transportation 1,560 265
Food service 500
Other miscellaneous 1,870 3,712
Interest and fiscal charges 5,594
Total program expenses 956,961 1,416,387
Change in net position 141,083 (51,333)
Net position - beginning of year 199,249 250,582
Net position - ending of year $ 340,332 $ 199,249

MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL ACTIVITIES

The School generated $1,098,044 in revenues from all activities in FY2022, a decrease of about 20% over
FY2021. The reduction in total revenue results from the loss of almost $325,000 in Adequacy Aid due to
the closing of the Manchester campus at the start of FY2022. The State of New Hampshire’s Adequate
Education Grant and Differentiated Aid provided approximately 43% of total revenue. State Aid
represents a smaller percentage of total revenues in FY2022 primarily because its Paycheck Protection
Program loan (PPP) was forgiven. If the PPP income is ignored, as it’s an unusual source of revenue not
related to operations, State revenues account for more than 52% of total revenue. The School relies
heavily on State funding for operations. However, its reliance decreased by 9% over 2021.

Charges for services totaled $137,109, representing 12% of total revenues, the same percentage as in

FY2021. The School also received $266,276 in Federal and State grant programs which paid
approximately 28% of the total cost of all governmental activities.

v



MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING JUNE 30, 2022

FY2022 program expenses dropped by 32% compared to FY2021 because the Manchester campus was
closed. The School absorbed some unanticipated costs related to the campus closure. However, all

financial obligations related to the Manchester campus were retired in FY2022.

GENERAL FUND BUDGETARY HIGHLIGHTS

The General Fund ended the fiscal year with a total fund balance of $188,405, an increase of $60,923
over the prior year. Revenue recognized by the School’s general fund amounted to $158,871 more than
budgeted. The School’s primary revenue source is the Adequate Education Grant, which is based
predominantly on student enrollment. For this reason, the School budgets its revenues conservatively as
enrollment can fluctuate during the fiscal year as it did this year. This year the standard deviation of
enrollment counts was almost four students which represents almost 8% of total average enrollment. In
FY2022, student enrollment, differentiated aid and lease aid were more than budgeted estimates, resulting
in about $187,00 more than anticipated. The intergovernmental revenue surplus offset fewer revenues
than expected in charges for services. Charges for services is comprised of receipts for special services
provided to its students. Under New Hampshire law, a student’s public school district is financially
responsible for any Special Education service. Therefore, when the School provides Special Education
services, it bills the public school district for the cost of the services rendered. The revenue shortfall in
charges for services has no overall budgetary implication as the School recovers all of its special
education services costs from the sending school districts.

Actual expenditures were more than budgeted amounts by $98,814. As discussed in the Government-
Wide Financial Analysis, the School moved their operations leasing a new building. The School financed
fit-costs for the new location with a 60-month loan. See Note payable, Note -5 Long-term Obligations for
additional information about the note. Leasehold improvements drove the $135,911 deficit in the
Operation and Maintenance of Plant line item and the combined $12,056 deficit in Principal retirement
and Interest and fiscal charges. The School had budgetary savings in other functions to offset some of the
fit-out and debt service costs.

See Schedule 1 for additional information regarding budgetary activity.

CAPITAL ASSETS

The School has financed capital purchases with debt, State and Federal grant programs, and also through
the General Fund. The School increased its investment in capital assets with leasehold improvements and
realized a small loss in the disposition of assets used by the Manchester campus, culminating in an
increase to net capital assets of $439,709.

The School maintains a capitalization threshold of $2,500. Assets are depreciated using the straight-line
.method over the course of their estimated useful life. Current year capital asset activity includes
depreciation of existing assets. See Note 3 in the notes to the basic financial statements for additional
information on the capital assets activity.



MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING JUNE 30, 2022

FEDERAL FUNDS

Federal grant programs supply about 21% of the School’s total governmental revenue. Federal COVID
relief programs under the Elementary and Secondary School Emergency Relief Fund (ESSER, ESSER 1I,
and ESSER III) account for 76% of total Federal revenue. The School received the following Federal
funding in FY2022:

CSI $33,385
ESSER 20,480
ESSER II 94,234
ESSER II1 63,878
Title I 15,739
Title ITA 6,686
Title IV 1,315

Federal funding has played an essential role in enhancing the School’s operations and programming. The
COVID relief program periods are ending, and these revenues will no longer be available. ESSER ends in
FY2023, ESSER II in FY2024, and ESSER III in FY2025.

FINANCIAL FACTORS DRIVING FUTURE BUDGETS

In FY2022, the School improved its financial outlook by substantially lowering its building costs with the
added benefit of gaining a more favorable location, increasing fundraising receipts, and receiving
forgiveness on its PPP loan. Last year, compensation and building expenses were about 88% of total
expenses, consistent with 2019 and 2020 (approximately 92%). In FY2022, the percentage drops to 63%,
leaving more funds to support other costs. The School financed leasehold improvements for its new
space. Still, it maintained a good debt ratio, a crucial factor in determining the School’s ability to borrow
for future working capital loans or capital expenditures if needed.

As noted earlier and discussed in Note 9 — Significant Concentration of Revenue Risk, the School relies
heavily on the State of New Hampshire revenue sources (Adequate Education Grant, Differentiated Aid,
and Lease Aid). The amount of Adequacy Aid may be at risk as the State Legislature has made changes to
the manner in which distributions are calculated. The School’s other significant unrestricted revenue
source is charges for services. However, these revenues are budget neutral as the revenue merely offsets
the cost of providing the services.

The most significant fiscal challenges for the School in the coming years include the following:
increasing its market share, expanding fundraising efforts, constraining spending, and maximizing its use
of available grant programs.

CONTACTING MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL

This financial report is intended to provide a general overview of the Making Community Connections
Charter School’s finances and to show accountability for the money it receives. If you have questions
about this report or need additional information, contact Making Community Connections Charter
School, P. O. Box 593, Amherst, New Hampshire 03031 or by telephone at (603) 589-9517.

vi



EXHIBIT A

MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
Statement of Net Position

June 30, 2022

Governmental
Activities
ASSETS
Current Assets:

Cash and cash equivalents $ 212,022

Due from other governments 126,509

Prepaid items 31,232

Deposit held by others 7,300
Total Current Assets 377,063

Noncurrent Assets:
Capital assets:

Depreciable capital assets, net 499,966
Total Noncurrent Assets 499,966
Total Assets 877,029

DEFERRED OUTFLOWS OF RESOURCES
Total Deferred Outflows of Resources -
LIABILITIES
Current Liabilities:

Accounts payable 25,822

Accrued liabilities 270

Advances from grantors 53,810

Current portion of note payable 19,327

Current portion of lease liability 74,541
Total Current Liabilities 173,770

Noncurrent liabilities:

Note payable 71,159

Lease liability 291,768
Total Noncurrent Liabilities 362,927
Total Liabilities 536,697

DEFERRED INFLOWS OF RESOURCES
Total Deferred Inflows of Resources -
NET POSITION
Net investment in capital assets 43,171
Unrestricted 297,161
Total Net Position $ 340,332

See accompanying notes to the basic financial statements
1



EXHIBIT B

MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL

Statement of Activities
For the Year Ended June 30, 2022

Functions/Programs
Governmental Activities:
Instruction
Supporting services
General administration
Operation and maintenance of plant
Pupil transportation
Other miscellaneous
Interest and fiscal charges
Total governmental activities

Program Revenues

Net (Expense) Revenue
and Changes
in Net Position

Operating
Charges for Grants and Governmental
Expenses Services Contributions Activities
$§ 384,355 $ 137,109 § 116,754 $  (130,492)
126,890 118,963 (7,927)
239,769 (239,769)
196,923 30,559 (166,364)
1,560 (1,560)
1,870 (1,870)
5,594 (5,594)
$§ 956,961 § 137,109 $§ 266,276 (553,576)
General revenues:
State adequacy education grant 392,927
State differentiated aid 78,878
Miscellaneous 26,767
Loss on disposal of capital assets (1,330)
PPP loan forgiveness 197,417
Total general revenues, loss on disposal of 694,659
capital assets, and PPP loan forgiveness
Change in net position 141,083
Net Position at Beginning of Year 199,249
Net Position at End of Year $ 340,332

See accompanying notes to the basic financial statements

2



EXHIBIT C

MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
Balance Sheet

Governmental Funds

June 30, 2022

Federal Monadnock Nonmajor Total
General Grants Start-up Grant Governmental —Governmental
Fund Fund Fund Funds Funds
ASSETS
Cash and cash equivalents $ 115,779 $ 96,243 $ 212,022
Due from other governments 86,496 $ 40,013 126,509
Due from other funds 154,171 154,171
Prepaid items 15,361 18,271 5,000 38,632
Deposit held by others 7,300 7,300
Total Assets 379,107 58,284 101,243 $ - 538,634
DEFERRED OUTFLOWS OF RESOURCES
Total Deferred Outflows of Resources - - - - -
Total Assets and Deferred Outflows of Resources $ 379,107 $ 58,284 $ 101,243 $ - $ 538,634
LIABILITIES
Accounts payable $ 25494 $ 328 $ 25,822
Accrued liabilities 270 270
Due to other funds 57,928 $ 96,243 154,171
Advances from grantors 53,782 28 53,810
Total Liabilities 79,546 58,284 96,243 $ - 234,073
DEFERRED INFLOWS OF RESOURCES
Total Deferred Inflows of Resources - - - - -
FUND BALANCES
Nonspendable 22,661 5,000 27,661
Assigned 11,156 11,156
Unassigned 265,744 265,744
Total Fund Balances 299,561 - 5,000 - 304,561
Total Liabilities, Deferred Inflows of Resources
and Fund Balances $ 379,107 $ 58,284 $ 101,243 $ -

Amounts reported for governmental activities in the
statement of net position are different because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds. 499,966

Prepaid items for debt service requirements reduce long-term liabilities
on the accrual basis in the statement of net position, not the modified
accrual basis in the funds. (7,400)

Long-term liabilities are not due and payable in the current period
and, therefore, are not reported in the funds. Long-term liabilities
at year end consist of:

Note payable (90,486)
Lease liability (366,309)
Net Position of Governmental Activities $ 340,332

See accompanying notes to the basic financial statements
3
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MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2022

NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Making Community Connections Charter School conform to accounting
principles generally accepted in the United States of America for local educational units of government,
except as indicated hereinafter. The Making Community Connections Charter School is organized as a
nonprofit organization to provide public charter school educational services as authorized by the State of
New Hampshire Department of Education. The provisions of the State of New Hampshire RSA 194-B:10
requires public charter schools to comply with the same financial reporting requirements imposed upon a
traditional public school district, on a governmental basis of presentation. Accordingly, the Making
Community Connections Charter School’s basis of presentation follows the governmental reporting
model. The following is a summary of significant accounting policies.

Financial Reporting Entity

The Making Community Connections Charter School (the “School”) is a public charter school as defined
by the provisions of the State of New Hampshire RSA 194-B Chartered Public School. The School is
organized as a 501(c)(3) nonprofit public charity granted status under section 170(b)(1)(A)(ii) of the
Internal Revenue Code. The mission of the School is to establish a sustainable network of multiple
preschool through graduate school pathways for high quality learning that are student centered, mastery
based, and community oriented. The School is governed by a Board of Trustees, with between five and
twelve voting members, organized under a charter adopted on May 9, 2011.

Basis of Presentation

The School’s basic financial statements consist of government-wide statements, including a statement of
net position and a statement of activities, and fund financial statements, which provide a more detailed
level of financial information.

1. Government-Wide Financial Statements:

The statement of net position and the statement of activities display information about the School as a
whole. These statements include the financial activities of the primary government.

The statement of net position presents the financial condition of the governmental activities of the School
at year end. The statement of activities presents a comparison between direct expenses and program
revenues for each program or function of the School’s governmental activities. Direct expenses are those
that are specifically associated with a service, program or department and therefore clearly identifiable to
a particular function. Program revenues include charges paid by the recipient of the goods or services
offered by the program, grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program and interest earned on grants that are required to be used to support a
particular program. Revenues which are not classified as program revenues are presented as general
revenues of the School. The comparison of direct expenses with program revenues identifies the extent to
which each governmental function is self-financing or draws from the general revenues of the School.



MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended June 30, 2022

2. Fund Financial Statements:

During the year, the School segregates transactions related to certain School functions or activities in
separate funds in order to aid financial management and to demonstrate legal compliance. Fund financial
statements are designed to present financial information of the School at this more detailed level. The
focus of governmental fund financial statements is on major funds. Each major fund is presented in a
separate column.

Fund Accounting

The School uses funds to maintain its financial records during the fiscal year. A fund is defined as a fiscal
and accounting entity with a self-balancing set of accounts. The School solely employs the use of
governmental funds.

1. Governmental Funds:

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and deferred outflows of resources, and liabilities and
deferred inflows of resources, is reported as fund balance. The following are the School’s major
governmental funds:

The General Fund is the main operating fund of the School and is used to account for all financial
resources except those required to be accounted for in another fund.

The Federal Grants Fund is used to account for the financial resources related to various state and federal
education grants and the related expenditures.

The Monadnock Start-up Grant Fund is used to account for the financial resources related to the federal
charter school start-up grant which was awarded for the purpose of creating a campus in the Monadnock
region of the State of New Hampshire.

Measurement Focus

1. Government-Wide Financial Statements:

The government-wide financial statements are prepared using the economic resources measurement
focus. All assets, deferred outflows of resources, liabilities, and deferred inflows of resources associated
with the operation of the School are included on the Statement of Net Position.

2. Fund Financial Statements:

All governmental funds are accounted for using a flow of current financial resources measurement focus.
With this measurement focus, only current assets, deferred outflows of resources, current liabilities and

deferred inflows of resources generally are included on the balance sheet. The statement of revenues,
expenditures and changes in fund balances reports on the sources (i.e., revenues and other financing
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
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sources) and uses (i.e., expenditures and other financing uses) of current financial resources. This
approach differs from the manner in which the governmental activities of the government-wide financial
statements are prepared. Governmental fund financial statements therefore include reconciliations with
brief explanations to better identify the relationship between the government-wide statements and the
statements for governmental funds.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on
the financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting. Differences in the accrual
and the modified accrual basis of accounting arise in the recognition of revenue and in the presentation of
expenses versus expenditures.

1. Revenues — Exchange and Non-exchange Transactions:

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On a modified accrual basis,
revenue is recorded in the fiscal year in which the resources are measurable and become available.
Available means that the resources will be collected within the current fiscal year or are expected to be
collected soon enough thereafter to be used to pay liabilities of the current fiscal year. For the School,
available means expected to be received within sixty days of fiscal year end.

Non-exchange transactions, in which the School receives value without directly giving equal value in
return, include grants, entitlements and donations. Revenue from grants, entitlements and donations is
recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility
requirements include timing requirements, which specify the year when the resources are required to be
used or the fiscal year when use is first permitted; matching requirements, in which the School must
provide local resources to be used for a specified purpose; and expenditure requirements, in which the
resources are provided to the School on a reimbursement basis. On a modified accrual basis, revenue from
non-exchange transactions must also be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable and
available at fiscal year-end: State adequacy funding, grants and student fees.

Grants and entitlements received before the eligibility requirements are met are recorded as advances
from grantors. Unearned revenue arises when assets are recognized before revenue recognition criteria
have been satisfied.

2. Expenses/Expenditures:

On the accrual basis of accounting, expenses are recognized at the time they are incurred. The
measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation and
amortization are not recognized in governmental funds.
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Budgetary Data

The School's budget represents functional appropriations as authorized by the Board of Trustees. The
Board of Trustees may transfer funds between operating categories as they deem necessary.

Due from Other Governments

Due from other governments at June 30, 2022 consist of receivables due from the State of New
Hampshire for the final fiscal year 2022 Equitable Aid distribution, federal grant programs, and
reimbursements due from various local public school districts. All intergovernmental receivables are due
within less than one year and considered fully collectible.

Deposit held by Others

Deposit held by others at June 30, 2022 represent security deposits paid to the landlord of the School’s
Monadnock campus in accordance with the lease agreement.

Capital Assets

General capital assets result from expenditures in the governmental funds. These assets are reported in the
governmental activities column of the government-wide statement of net position, but are not reported in
the fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated capital assets are recorded at their acquisition value as of the date
received. The School’s policy is to capitalize those assets with a value of $2,500 or more and an expected
useful life of at least 3 years. Improvements are capitalized; the costs of normal maintenance and repairs
that do not add to the value of the asset or materially extend an asset’s life are not.

All reported capital assets are depreciated. Improvements are depreciated over the remaining useful lives
of the related capital assets. Depreciation is computed using the straight-line method over the following
useful lives:

Description Years
Equipment 3-15
Furniture and Fixtures 3-5
Leasehold improvements 4

Lease Liabilities and Leased Assets

Lease liabilities are measured at the present value of payments expected to be made during the lease term.
Leased assets are measured at the initial measurement of the lease liability, plus any payments made to
the lessor at or before the commencement of the lease term and certain direct costs and are amortized on a
straight line basis over the life of the related lease.
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Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities, and long-term obligations are reported in the government-wide financial
statements. In general, governmental fund payables and accrued liabilities that, once incurred, are paid in
a timely manner and in full from current resources are reported as obligations of the funds. Long-term
obligations that will be paid from governmental funds are recognized as a liability in the fund financial
statements when due.

Net Position

Net position represents the difference between assets and deferred outflows of resources, and liabilities
and deferred inflows of resources. Net investment in capital assets consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances on any borrowings used for the
acquisition, construction or improvement of those assets. Net position is reported as restricted when there
are limitations imposed on their use either through the enabling legislation adopted by the School or
through external restrictions imposed by creditors, grantors or laws or regulations of other governments.
Unrestricted net position is the residual amount of the assets, deferred outflows of resources, liabilities
and deferred inflows of resources that are not included in the determination of net investment in capital
assets or the restricted components of net position.

The School’s policy is to first apply restricted resources when an expense is incurred for purposes for
which both restricted and unrestricted net position is available.

Fund Balance Policy

As of June 30, 2022, the School has not adopted a formal fund balance policy. The School has segregated
fund balance into five classifications: Nonspendable, Restricted, Committed, Assigned, and Unassigned.
These components of fund balance are defined as follows:

o Nonspendable Fund Balance: Amounts that are not in a spendable form or are required to be
maintained intact.

e Restricted Fund Balance: Amounts constrained to specific purposes stipulated by external
resource providers or through enabling legislation. Restrictions may be changed or lifted only
with the consent of the resource providers or by the enabling legislation.

o Committed Fund Balance: Amounts constrained to specific purposes by the entity itself using its
highest level of decision-making authority. To be reported as committed, amounts cannot be used
for any other purpose unless the entity takes the same highest-level action to remove or change
the constraint.

o Assigned Fund Balance: Amounts an entity intends to use for a specific purpose; intent can be
expressed by the governing body or by an official or body to which the governing body delegates
the authority.

o Unassigned Fund Balance: Amounts that are available for any purpose; these amounts are
reported only in the General Fund, except for any deficit fund balance of another governmental
fund.

In circumstances where expenditures are incurred for purposes for which both restricted and unrestricted
fund balance is available, restricted fund balance is considered to have been spent first. When
expenditures are incurred for purposes for which amounts in any of the unrestricted fund balance
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classifications can be used, committed amounts should be reduced first, followed by assigned amounts
then unassigned amounts.

Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures/
expenses in the purchaser funds. Flows of cash or goods from one fund to another without a requirement
for repayment are reported as interfund transfers. Interfund transfers are reported as other financing
sources/uses in governmental funds. Repayments from funds responsible for particular expenditures/
expenses to the funds that initially paid for them are not presented on the financial statements.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America require management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results may differ from those estimates.

NOTE 2—DEPOSITS

Deposits as of June 30, 2022, are classified in the accompanying financial statements as follows:

Statement of Net Position:
Cash and cash equivalents § 212,022

Deposits at June 30, 2022 consist of the following:

Deposits with financial institutions $ 212,022

As of June 30, 2022, the School has not formally adopted an investment policy that limits allowable
deposits of the School. The School’s Bylaws state that the School has the right to retain all or any part of
any securities or property acquired by it in whatever manner, and to invest and reinvest any funds held by
it, according to the judgement of the Board. The School’s deposits with financial institutions consist
solely of demand deposits at year end.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that in the event of a bank failure, the School’s deposits may
not be returned. Currently, the School has no investment policy for assurance against custodial credit
risk; however, the School’s entire balance of deposits with financial institutions at year end was covered
by federal depository insurance.

10
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NOTE 3—CAPITAL ASSETS

The following is a summary of changes in capital assets of the governmental activities:

Balance Balance
July 1, 2021 Additions Reductions June 30, 2022
Capital assets:
Equipment $ 200,089 $ (114,774) $ 85,315
Furniture and fixtures 6,035 (6,035)
Leasehold improvements 7,451 $ 92819 (7,451) 92,819
Leased building 395,416 395,416
Total capital assets at historical cost 213,575 488,235 (128,260) 573,550
Less accumulated depreciation for:
Equipment (141,163) (8,619) 114,774 (35,008)
Furniture and fixtures (6,035) 6,035
Leasehold improvements (6,120) (10,829) 6,121 (10,828)
Less accumulated amortization for:
Leased building (27,748) (27,748)
Total accumulated depreciation and amortization (153,318) (47,196) 126,930 (73,584)
Total capital assets, net $ 60,257 $ 441,039 $  (1,330) $ 499,966

Depreciation and amortization expense of $19,448 and $27,748, respectively, were charged to

governmental functions as follows:
Instruction

General administration
Operation and maintenance of plant

NOTE 4—SHORT-TERM OBLIGATIONS

$ 2,037
6,582
38,577

§ 47,196

During the year ended June 30, 2022, the School extended its working capital loan agreement with the
New Hampshire Health and Education Facilities Authority. Under the terms of the extension, the School
is approved to borrow up to $80,000 on a semi-annual basis to be used for working capital purposes. Loan
advances bear an annual interest rate of 1%, payable on the 5" day of each month. The outstanding
principal balance is payable twice a year by November 1* or March 1% following the date of any advance.
As of June 30, 2022, the School has no outstanding balance as the loan was paid off during the year.

Changes in the School’s short-term obligations for the year ended June 30, 2022 are as follows:

Balance
July 1, 2021 Additions

Balance
Reductions  June 30, 2022

Working Capital Loan $ - $ 80,000 $ (80,000) $

11
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NOTE 5—LONG-TERM OBLIGATIONS

Changes in the long-term obligations of the governmental activities for the year ended June 30, 2022 are
as follows:

Balance Balance Due Within

July 1, 2021 Additions Reductions  June 30, 2022 One Year
Note payable $ - $ 100,000 $ 9,514) $ 90,486 $ 19,327
Lease liability - 395,416 (29,107) 366,309 74,541
$ - $ 495416 $ (38,621) § 456,795 § 93,868

Payments on the note payable and lease liability are paid out of the General Fund.
Note Payable — Direct Borrowing

The note payable from a direct borrowing at June 30, 2022 is comprised of the following individual issue:

Final
Original Interest Maturity Balance at
Description Issue Rate Date June 30, 2022
NH HEFA Direct Loan § 100,000 2.25% December 2026 $ 90,486

Debt service requirements to retire the outstanding note payable at June 30, 2022 are as follows:

Year Ended
June 30 Principal Interest Totals
2023 $ 19,327 $ 1,837 $ 21,164
2024 19,767 1,398 21,165
2025 20,216 949 21,165
2026 20,676 489 21,165
2027 10,500 69 10,569

$ 90,486 $ 4,742 $ 95228

Lease Liability

Lease agreements represent contracts that convey control of the right to use another entities nonfinancial
assets for a specified period of time. Following is the sole individual lease liability outstanding at
June 30, 2022:

Total
Payment  Payment Interest Lease Balance at
Description of Asset Date Terms Amount Rate Liability June 30, 2022
Building lease November 2021 ~ Monthly $ 7,400 2.25% $395,416 $ 366,309

In November 2021, the School entered into a long-term lease agreement for its Monadnock school
campus, the lease does not contain an option to extend. The Monadnock school previously operated on a
month-to-month arrangement for leasing of the campus location.

12
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Annual requirements to amortize the lease liability and related interest at June 30, 2022 are as follows:

Year Ending
June 30 Principal Interest Totals
2023 $ 74,541 $ 6,859 $ 81,400
2024 83,089 5,711 88,800
2025 84,977 3,823 88,800
2026 86,909 1,891 88,800
2027 36,793 207 37,000

$ 366,309 § 18,491 $ 384,800

NOTE 6—INTERFUND BALANCES AND TRANSFERS

The School maintains separate cash accounts for several of its governmental funds; however, most cash
transactions flow through the General Fund. For accounting and reporting purposes, the portions of the
pooled cash balance attributable to other governmental funds are reported in the specific funds as an
interfund balance. At June 30, 2022 interfund balances consist of the following:

Due from
Federal Monadnock
Grants Start-up Grant
= Fund Fund Totals
0]
j=]
2 General Fund $ 57,928 $ 96,243 $ 154,171

During the year, the Food Service Fund, a Nonmajor Governmental Fund, transferred $248 to the General
Fund in order to close out the fund.

NOTE 7—COMPONENTS OF FUND BALANCE

The components of the School’s fund balance for its governmental funds at June 30, 2022 are as follows:

Monadnock Total
General Start-up Grant Governmental
Fund Balances Fund Fund Funds
Nonspendable:
Prepaid items $ 15,361 $ 5,000 $ 20,361
Deposit held by others 7,300 7,300
Assigned for:
Student funds 11,156 11,156
Unassigned:
Unassigned - General operations 265,744 265,744

$ 299,561 $ 5,000 § 304,561

13
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NOTE 8—RISK MANAGEMENT

The School is exposed to various risks of losses related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. During the year ended
June 30, 2022, the School participated in a public entity risk pool (Trust) for property and liability
insurance and worker’s compensation coverage. Coverage has not been significantly reduced from the
prior year and settled claims have not exceeded coverage in any of the past three years.

The Trust agreements permit the Trust to make additional assessments to members should there be a
deficiency in Trust assets to meet its liabilities. Accounting principles generally accepted in the United
States of America require members of pools with a sharing of risk to determine whether or not such
assessment is probable and, if so, a reasonable estimate of such assessment. At this time, the Trust
foresees no likelihood of an additional assessment for any of the past years. Claims expenditures and
liabilities are reported when it is probable that a loss has occurred and the amount of that loss can be
reasonably estimated. These losses include an estimate of claims that have been incurred but not reported.
Based on the best available information there is no liability at June 30, 2022.

Property and Liability Insurance

The Trust provides certain property and liability insurance coverage to member school districts, school
administrative units, and other qualified political subdivisions of New Hampshire. As a member of the
Trust, the School shares in contributing to the cost of and receiving benefit from a self-insured pooled risk
management program. The program includes a Self-Insured Retention Fund from which is paid up to
$200,000 for each and every covered property, crime and/or liability loss that exceeds $1,000, up to an
aggregate of $1,200,000. Each property loss is subject to a $1,000 deductible. All losses over the
aggregate are covered by insurance policies.

Worker’s Compensation

The Trust provides statutory worker’s compensation coverage to member school districts, school
administrative units, and other qualified political subdivisions of New Hampshire. The Trust is self-
sustaining through annual member premiums and provides coverage for the statutorily required workers’
compensation benefits and employer’s liability coverage up to $2,000,000. The program includes a Loss
Fund from which is paid up to $500,000 for each and every covered claim.

NOTE 9—SIGNIFICANT CONCENTRATION OF REVENUE RISK

As a public charter school, the School annually receives adequacy and differentiated aid funding from the
State of New Hampshire Department of Education on a per pupil basis of average daily membership
attendance at a rate determined by the State. Total adequacy and differentiated aid funding received for
the year ended June 30, 2022 was $471,805 which is approximately 43% and 55% of total Governmental
Activities and General Fund revenues, respectively.

14
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NOTE 10—CONTINGENCIES

Litigation

There may be various claims and suits pending against the School, which arise in the normal course of the
School's activities. In the opinion of School management, any potential claims against the School, which
are not covered by insurance are immaterial and would not affect the financial position of the School.
Federal Grants

The School participates in a number of federally assisted grant programs. These programs are subject to
financial and compliance audits by the grantors or their representatives. The amounts, if any, of

expenditures which may be disallowed by the granting agency cannot be determined at this time, although
the School expects such amounts, if any, to be immaterial.

15



SCHEDULE 1

MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual (Budgetary Basis) - General Fund

For the Year Ended June 30, 2022

Variance with

Budgeted Amounts Final Budget -
Actual Favorable
Original Final Amounts (Unfavorable)
Revenues:
Intergovernmental $ 513,078 $ 513,078 $ 699,781 $ 186,703
Charges for services 166,813 166,813 137,109 (29,704)
Miscellaneous 17,513 17,513 19,385 1,872
Total Revenues 697,404 697,404 856,275 158,871
Expenditures:
Current operations:
Instruction 325,290 325,290 265,564 59,726
Supporting services 9,180 9,180 7,927 1,253
General administration 221,186 221,186 233,187 (12,001)
Operation and maintenance of plant 140,013 140,013 275,924 (135,911)
Pupil transportation 1,735 1,735 1,560 175
Debt service:
Principal retirement - - 9,514 (9,514)
Interest and fiscal charges - - 2,542 (2,542)
Total Expenditures 697,404 697,404 796,218 (98,814)
Excess revenues over (under) expenditures - - 60,057 60,057
Other financing sources (uses):
Transfers in - - 866 866
Total Other financing sources (uses) - - 866 866
Net change in fund balance - - 60,923 60,923
Fund Balance at Beginning of Year
- Budgetary Basis 127,482 127,482 127,482 -
Fund Balance at End of Year
- Budgetary Basis § 127482 § 127482 $§ 188,405 $ 60,923

See accompanying notes to the required supplementary information
16
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NOTE 1—BUDGET TO ACTUAL RECONCILIATION
General Fund

Amounts recorded as budgetary amounts in the Schedule of Revenues, Expenditures and Changes in Fund
Balance — Budget and Actual (Budgetary Basis) — General Fund (Schedule 1) are reported on the basis
budgeted by the School. Those amounts may differ from those reported in conformity with accounting
principles generally accepted in the United States of America in the Statement of Revenues, Expenditures
and Changes in Fund Balances — Governmental Funds (Exhibit D). General Fund budgetary revenues and
other financing sources and expenditures and other financing uses were adjusted for non-budgetary
revenues and expenditures, budgetary transfers, loan issuance, and lease transactions as follows:

Revenues Expenditures
and Other and Other
Financing Financing
Sources Uses
Per Exhibit D $ 1,359,321 $ 1,193,504
Non-budgetary revenues and expenditures (7,382) (1,870)
Budgetary transfers 618
Loan issuance (100,000)
Lease transactions (395,416) (395,416)
Per Schedule 1 $ 857,141 $ 796,218

Major Special Revenue Funds

Budgetary information in these financial statements has been presented only for the General Fund, as
there is no adopted budget for the Federal Grants Fund or Monadnock Start-up Grant Fund.

NOTE 2—BUDGETARY FUND BALANCE

The components of the budgetary fund balance for the General Fund at June 30, 2022 are as follows:

Nonspendable:
Prepaid items $ 15,361
Deposits held by others 7,300
Unassigned:
Unassigned - General operations 165,744

§ 188,405
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SCHEDULE A

MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL
Combining Balance Sheet

Governmental Funds - All Nonmajor Funds

June 30, 2022

Total
Food Nonmajor
Service Governmental
Fund Funds
ASSETS
Total Assets $ - $ -

DEFERRED OUTFLOWS OF RESOURCES
Total Deferred Outflows of Resources - -
Total Assets and Deferred Outflows of Resources $ - $ -

LIABILITIES
Total Liabilities $ - $ -

DEFERRED INFLOWS OF RESOURCES
Total Deferred Inflows of Resources - -

FUND BALANCES
Total Fund Balances - -
Total Liabilities, Deferred Inflows of Resources
and Fund Balances $ - $ -
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SCHEDULE B

MAKING COMMUNITY CONNECTIONS CHARTER SCHOOL

Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds - All Nonmajor Funds

For the Year Ended June 30, 2022

Total
Food Nonmajor
Service Governmental
Fund Funds
Revenues:

Total Revenues $ - $ -
Expenditures:

Total Expenditures - -
Excess revenues over (under) expenditures - -
Other financing sources (uses):

Transfers out (248) (248)

Total Other financing sources (uses) (248) (248)
Net change in fund balances (248) (248)
Fund Balances at Beginning of Year 248 248

Fund Balances at End of Year $ - $ -
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