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THOMASON CPA for the Not-For-Profit Sector
FINANCIAL RESOURCES 1009 Harding Trace Court Nashville, TN 37221

$ phone 615-673-7307 cell 615-479-4770 kim@thomascnfinancial.com

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
of Communities In Schools of Tennessee

We have audited the accompanying statement of financial position of Communities in Schools
of Tennessee as of June 30, 2018 and 2017, and the related statements of activities, cash flows
and functional expenses 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.

Auditor’s 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 audit to obtain
reasonable assurance about whether the financial statements are free of 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 auditor’s
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 auditor considers
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 consolidated financial
statements.

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

Opinion

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

- -

olAlA,
October 22, 2018



COMMUNITIES IN SCHOOLS OF TENNESSEE
STATEMENTS OF FINANCIAL POSITION

ASSETS

Current Assets
Cash and cash equivalents
Grants receivable
Accounts receivable
Prepaids
Total current assets

Noncurrent Assets
Furniture
Less: accumulated depreciation
Total equipment

Total assets

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts payable
Accrued liabilities
Deferred revenue

Total current liabilities

Net Assets
Unrestricted
Temporarily restricted

Total net assets

Total liabilities and net assets

The accompanying notes are an integral part of these financial statements

JUNE 30, 2018 AND 2017

2018 2017
$ 1,608,876 $ 1,042,283
88,470 210,567
11,084 49,500
- 23,409
$ 1,708,430 $ 1,325,759
$ 5,125 $ 5,125
(1,153) (641)
3,972 4,484
$ 1,712,402 $ 1,330,243
$ 22484 $ 23,987
59,626 58,017
82,110 82,004
333,073 281,896
1,297,219 966,343
1,630,292 1,248,239
$ 1,712,402 $ 1,330,243
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COMMUNITIES IN SCHOOLS OF TENNESSEE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2018

Temporarily
Unrestricted Restricted Total
Revenue
Public support:
Grant income $ 1385531 $ 1297219 $ 2,682,750
Contributions 163,723 - 163,723
In kind contributions 8,345 - 8,345
Total public support 1,557,599 1,297,219 2,854 818
Other revenue: -
Program service fees 447,084 B 447 084
Interest income 20,213 B 20,213
Total other revenue 467,297 B 467,297
Net assets released from restrictions 966,343 (966,343) -
Total public support and other revenue 2,991,239 330,876 3,322,115
Expenses
Program services 2,460,313 - 2,460,313
Supporting services:
Management and general 349,440 - 349,440
Fundraising 130,309 - 130,309
Total supporting services 479,749 - 479,749
Total expenses 2,940,062 - 2,940,062
Change in net assets 51,177 330,876 382,053
Net assets at beginning of year 281,896 966,343 1,248,239
Net assets at end of year $ 333073 § 1297219 $ 1,630,292

The accompanying notes are an integral part of these financial statements
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COMMUNITIES IN SCHOOLS OF TENNESSEE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2017

Temporarily

Unrestricted Restricted Total
Revenue
Public support:
Grant income $ 1361662 $ 966,343 $ 2,328,005
Contributions 176,930 - 176,930
In kind contributions 7.500 - 7,500
Special event revenue:
Revenue 20,400 - 20,400
Less direct costs (4,110) - (4,110)
Net revenue from special events 16,290 - 16,290
Total public support 1,562,382 966,343 2,528,725
Other revenue: -
Program service fees 488,000 - 488,000
Interest income 5,991 - 5,991
Total other revenue 493,991 - 493,991
Net assets released from restrictions 515,919 (515,919) -
Total public support and other revenue 2,572,292 450,424 3,022,716
Expenses
Program services 2,182,618 - 2,182,618
Supporting services:
Management and general 320,282 - 320,282
Fundraising 166,189 - 166,189
Total supporting services 486,471 - 486,471
Total expenses 2,669,089 - 2,669,089
Change in net assets (96,797) 450,424 353,627
Net assets at beginning of year 378,693 515,919 894 612
Net assets at end of year $ 281896 $ 966,343 § 1,248,239

The accompanying notes are an integral part of these financial statements
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COMMUNITIES IN SCHOOLS OF TENNESSEE
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

Cash Flows From Operating Activities: 2018 2017
Change in net assets $ 382,053 $ 353,627
Adjustments to reconcile change in net assets to

net cash provided by operating activities:
Depreciation 512 512
Changes in operating assets and liabilities:
Grants receivable 122,097 529,761
Accounts receivable 38,416 (49,500)
Prepaids 23,409 (23,409)
Deferred revenue - (18,000)
Accounts payable (1,503) 23,987
Accrued liabilities 1,609 29,765
Net cash provided by (used in) operating activities 566,593 846,743
Net change in cash and cash equivalents 566,593 846,743
Cash and cash equivalents at beginning of year 1,042 283 195,540
Cash and cash equivalents at end of year $ 1,608,876 $ 1,042,283

Supplemental schedule of noncash operating activities:

In-kind contributions of facilities $7,500 $7,500
In-kind contributions of supplies 845 -
Total in-kind contributions $8,345 $7,500

The accompanying notes are an integral part of these financial statements

5



Salaries
Employee benefits
Payroll taxes

Total compensation

School program materials
Other materials
Professional fees & consulting
Outside contract services
Training
Travel and meetings
Telephone and telecommunications
Equipment and maintenance
Office rent
Software and license fees
Printing and postage
Supplies
Payroll processing
Insurance
Depreciation
Miscellaneous

Total expenses by function

Current year's percentages

COMMUNITIES IN SCHOOLS OF TENNESSEE
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2018

Management
Program and Total
Services General Fundraising Expenses

$ 16840972 § 120,170 $ 86,859 $ 1,892,001
266,214 11,168 14,688 292,070
130,720 9,625 6,925 147,270
2,081,906 140,963 108,472 2,331,341
94,939 - - 94,939
3,423 - 10,482 13,905
20,602 114,455 4725 139,782
43,646 13,131 - 56,777
36,427 1,364 1,410 39,201
34,324 12,060 238 46,622
14,829 1,778 - 16,607
38,012 6,218 - 44 230
72,559 28,130 B 100,689
6,852 - - 6,852

- 657 941 1,598

12,795 4,936 - 17,731

s 4 688 - 4,688

- 18,314 - 18,314

- 512 - 512

- 2,234 4040 6,274

$ 2460314 $§ 349440 $ 130,308 $ 2,940,062
83.68% 11.89% 4.43% 100.00%

The accompanying notes are an integral part of these financial statements
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Salaries
Employee benefits
Payroll taxes

Total compensation

School program materials

Other materials

Professional fees & consulting

Outside contract services

Training

Travel and meetings

Telephone and telecommunications

Equipment and maintenance

Office rent

Software and license fees

Printing and postage

Supplies

Payroll processing

Insurance

Depreciation

Miscellaneous

Direct expenses of special events
Total expenses by function

Less: expenses netted with
revenue on statement of
activities;

Direct expenses of special events

Total expenses by function

Current year's percentages

COMMUNITIES IN SCHOOLS OF TENNESSEE
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2017

Management
Program Total
Services General  Fundraising  Expenses
$ 1,582,050 $ 95522 $ 118649 $ 1,796,221
208,926 14,443 17,592 240,961
129,087 7,740 9,524 146,351
1,920,063 117,705 145,765 2,183,533
92,109 - - 92,109
8,498 - 10,845 19,343
15,947 129,145 1,953 147,045
30,635 31 - 30,666
27,525 622 995 29,142
26,896 3,061 3,652 33,609
27,018 5,072 - 32,090
3,553 - - 3,553
16,326 48,674 - 65,000
6,675 - - 6,675
- 387 507 894
6,042 3,054 - 9,096
- 4,270 - 4,270
- 7,212 - 7,212
- 512 - 512
1,331 537 2,472 4,340
- - 4,110 4,110
2,182,618 320,282 170,299 2,673,199
- - (4,110) (4,110)
$ 2182618 $ 320,282 $ 166,189 $ 2,669,089
81.77% 12.00% 6.23% 100.00%

The accompanying notes are an integral part of these financial statements
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COMMUNITIES IN SCHOOLS OF TENNESSEE
NOTES TO FINANCIAL STATEMENTS
June 30, 2018 and 2017

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Communities in Schools of Tennessee (the “Organization™). is a nonprofit organization
headquartered in Nashville, Tennessee. The Organization’s purpose is to surround
students with a community of support, empowering them to stay in school and achieve in
life. The Organization fulfills its mission by collaborating with school districts and
schools to place site coordinators in schools to assess students’ needs and provide
resources tailored to each student. The Organization partners with local businesses, social
service agencies, health-care providers and volunteers to provide food. supplies.
counseling, academic assistance or a positive role model. The Organization earns income
from schools for its services and is supported primarily through grants and individual
contributions.

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with generally accepted accounting principles. Net assets and
revenues, expenses, gains, and losses are classified based on the existence or absence of
donor-imposed restrictions. Accordingly, net assets and changes therein are classified
and reported as follows:

Unrestricted net assets — net assets that are not subject to donor-imposed
stipulations.

Temporarily restricted net assets — net assets subject to donor-imposed restrictions
that may or will be met, either by actions of the Organization and/or the passage
of time. Restrictions that are fulfilled in the same accounting period in which the
contributions are received are reported in the statement of activities as
unrestricted. When a restriction expires in a period after the contributions are
received, temporarily restricted net assets are reclassified to unrestricted net assets
and reported in the statement of activities as net assets released from restrictions.

Permanently restricted net assets — net assets subject to donor-imposed
stipulations that they be maintained permanently by the Organization. Generally,
the donors of these assets permit the Organization to use all or part of the income
earned and any related investments for general or specific purposes.

The amount for each of these classes of net assets is displayed in the statement of
financial position and the amount of change in each class of net assets is displayed in the
statement of activities. There were no permanently restricted net assets as of

June 30, 2018 or 2017.



COMMUNITIES IN SCHOOLS OF TENNESSEE
NOTES TO FINANCIAL STATEMENTS
June 30, 2018 and 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Organization considers all cash funds,
cash bank accounts and highly liquid debt instruments, with an original maturity when
purchased of three months or less, to be cash and cash equivalents. At June 30, 2018 and
at June 30, 2017, the Organization had no cash equivalents.

Expense Allocation

The costs of providing program services and supporting services have been summarized
on a functional basis in the statement of activities and in the statement of functional
expenses. Accordingly, certain costs have been allocated among programs and
supporting services based on actual or estimated time employees spend on each function.

Use of Estimates

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

Contributions

Contributions are considered to be available for unrestricted use unless specifically
restricted by the donor. Contributions that are restricted by the donor are reported as
increases in temporarily or permanently restricted net assets depending on the nature of
the restrictions. When a restriction expires. temporarily restricted net assets are
reclassified to unrestricted net assets.

Grants Receivable

The Organization considers grants receivable to be fully collectible at year-end.
Accordingly. no allowance for doubtful accounts has been recorded.

Accounts Receivable

Accounts receivable are primarily non-interest-bearing amounts due from schools as
annual fees for partnering with the Organization. The Organization considers accounts
receivable are collectible in full. Accordingly, no allowance for doubtful accounts has
been recorded.



COMMUNITIES IN SCHOOLS OF TENNESSEE
NOTES TO FINANCIAL STATEMENTS
June 30, 2018 and 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Income Taxes

The Organization is a nonprofit organization exempt from income taxes under Section
501 (c) (3) of the Internal Revenue Code, and the Organization is classified as an
organization that is not a private foundation as defined in Section 509(a) of the Internal
Revenue Code. Therefore, no provision for federal income taxes is included in the
accompanying financial statements.

The Organization accounts for the effect of any uncertain tax positions based on a more
likely than not threshold to the recognition of the tax positions being sustained based on
the technical merits of the position under examination by the applicable taxing authority.
If a tax position or positions are deemed to result in uncertainties of those positions, the
unrecognized tax benefit is estimated based on a cumulative probability assessment that
aggregates the estimated tax liability for all uncertain tax positions. Tax positions for the
Organization include, but are not limited to, the tax exempt status and determination of
whether income is subject to unrelated business income tax; however, the Organization
has determined that such tax positions do not result in an uncertainty requiring
recognition. Tax years that remain open to examination include years ended

June 30, 2015 through June 30, 2018.

NOTE 2 - DONATED SERVICES AND FACILITIES

Office space for state office operations was donated to the Organization in the amount of
$7.500 for each fiscal year ended June 30, 2018 and June 30, 2017. An Organization’s
vendor donated supplies to the Organization in the amount of $845 during fiscal year
ended June 30, 2018.

NOTE 3 - CONCENTRATION OF RISK

Amounts held in a financial institution are in excess of the Federal Deposit Insurance
Corporation limit. The organization deposits its cash with a high quality financial
institution, and management believes the organization is not exposed to significant credit
risk on those amounts.
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COMMUNITIES IN SCHOOLS OF TENNESSEE
NOTES TO FINANCIAL STATEMENTS
June 30, 2018 and 2017

NOTE 4 - RESTRICTIONS ON NET ASSETS

Temporarily restricted net assets consist of the following at June 30, 2018 and 2017 for
the following purposes:

2018 2017

Technology upgrade $ - $ 3.000
School sites in Memphis, TN 1.144.619 902,568
School sites in Nashville, TN 152.600 60.775
$1.297.219 $966.343

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes or by occurrence of other events specified by donors as follows:

2018 2017
Technology upgrade $ 3.000 $ -
School sites in Memphis, TN 902.568 419,134
School sites in Nashville. TN 60.775 96.785

Total restrictions released $966.343 $ 515,919

NOTE 5 - LEASE COMMITMENT

The Organization leases office facilities under an operating lease. Lease expires
August 31, 2020. Rent expense for years ended June 30, 2018 and 2017 totaled
$100,689 and $65,000, respectively.

Future minimum rental payments under noncancellable operating leases are as follows:

Rents
2019 35.450
2020 42.540
2021 7.090

5.080
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COMMUNITIES IN SCHOOLS OF TENNESSEE
NOTES TO FINANCIAL STATEMENTS
June 30, 2018 and 2017

NOTE 6 - RETIREMENT PLAN

During fiscal year ended June 30, 2016. the Organization adopted a 401(k) plan whereby
practically all employees may elect to contribute a portion of their salaries up to the
Internal Revenue Code maximum annual limit. To be an eligible employee to participate
in the plan, the employee must reach age 21. In addition, an employee is not required to
complete a service requirement to participate in the plan. The plan provides for the
Organization to make discretionary contributions to the plan. The Organization made a
matching contribution to employees’ salary reduction contribution up to a limit of 2% of
annual compensation for each of the years ended June 30, 2018 and 2017. Contributions
amounted to $11,639 and $12.196 for years ended June 30, 2018 and 2017, respectively.

NOTE 7 - SUBSEQUENT EVENTS

On July 1, 2018, the Organization’s operations located in Memphis, Tennessee were
transitioned to a newly formed affiliate 501 ¢ 3 Organization named Communities in
Schools of Memphis. As such, approximately $1.1 million in net assets, representing the
value of Memphis operations within the Organization as of July 1, 2018, were transferred
from the Organization to Communities in Schools of Memphis during July through
August 2018. This transfer was made from the Organization’s operating bank account
and reflected in the fiscal year end June 30, 2019 financial statements as a reduction in
cash and a simultaneous reduction in net assets.

The Organization evaluated subsequent events through October 22, 2018, the issuance of
the Organization’s financial statements, and has determined there are no other items
requiring disclosure.



