
 

Montessori for All, Inc. 
 

Consolidated Financial Statements 
and Independent Auditors’ Report 

for the years ended June 30, 2017 and 2016 
 



 

 

Montessori for All, Inc. 
 
Table of Contents  
 
 
 Page 
 
 
Independent Auditors’ Report 1 
 
 
Financial Statements: 
 
Consolidated Statements of Financial Position as of June 30, 2017 and 2016 3 
 
Consolidated Statement of Activities for the year ended June 30, 2017 4 
 
Statement of Activities for the year ended June 30, 2016 5 
 
Consolidated Statements of Cash Flows for the years ended June 30, 2017 and 2016 6 
 
Notes to Consolidated Financial Statements for the years ended June 30, 2017 and 2016 7 
 
 
Supplementary Information: 
 
Supplemental Statements of Financial Position as of June 30, 2017 and 2016 14 
 
Supplemental Statement of Activities for the year ended June 30, 2017 15 
 
Supplemental Statement of Activities for the year ended June 30, 2016 17 
 
Supplemental Statements of Cash Flows for the years ended June 30, 2017 and 2016 18 
 
Schedules of Expenses for the years ended June 30, 2017 and 2016 19 
 
Schedules of Capital Assets as of June 30, 2017 and 2016 20 
 
Budgetary Comparison Schedule for the year ended June 30, 2017 21 
 
Independent Auditors’ Report on Internal Control Over Financial Reporting and 
 on Compliance and Other Matters Based on an Audit of Financial Statements 
 Performed in Accordance with Government Auditing Standards 22 
 
Schedule of Findings and Responses for the year ended June 30, 2017 24 
 
 
  
 



Blazek & Vetterling 
 C E R T I F I E D  P U B L I C  A C C O U N T A N T S  

2900 Weslayan, Suite 200 Houston, Texas 77027-5132 (713) 439-5757 Fax (713) 439-5758 
– 1 – 

Independent Auditors’ Report 
 
 
 
To the Board of Directors of 
 Montessori for All, Inc.: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Montessori for All, Inc. (MFA), which 
comprise the consolidated statements of financial position as of June 30, 2017 and 2016 and the related 
consolidated statements of activities and of 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 our 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 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 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 
consolidated financial position of Montessori for All, Inc. as of June 30, 2017 and 2016 and the changes 
in its net assets and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 
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Supplementary Information 
 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole.  
The accompanying supplementary information on pages 14 through 21 is presented for purposes of 
additional analysis as required by the Texas Education Agency and is not a required part of the financial 
statements.  Such information is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the financial statements.  The 
information has been subjected to the auditing procedures applied in the audit of the financial statements 
and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America.  In our opinion, the information is fairly stated, in all material 
respects, in relation to the financial statements as a whole. 
 
Report Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated November 13, 
2017 on our consideration of MFA’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters.  The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of MFA’s internal control over financial reporting or on compliance.  That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering 
MFA’s internal control over financial reporting and compliance. 
 

 
November 13, 2017 
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Montessori for All, Inc. 
 
Consolidated Statements of Financial Position as of June 30, 2017 and 2016  
 
 
 2017 2016 
 
 ASSETS 
 
Current assets: 
 Cash (Note 2) $ 809,370 $ 532,781 
 Government grant and other receivables  444,265  423,747 
 Pledges receivable  150,000   
 Prepaid expenses  83,706   
 

 Total current assets  1,487,341  956,528 
 
Loan proceeds held in trust (Note 5)  9,675,283   
Notes receivable (Note 3)  9,949,200   
Property, net (Note 4)  7,960,110  2,391,588 
 
TOTAL ASSETS $ 29,071,934 $ 3,348,116 
 
 
 
 LIABILITIES AND NET ASSETS 
 
Current liabilities: 
 Accounts payable $ 17,040 $ 22,552 
 Accrued payroll expenses  130,437  119,626 
 Deferred revenue  30,289  39,034 
 Accrued interest  68,339  48,339 
 Construction payable  1,777,979  253,411 
 Current portion of notes payable (Note 5)    44,423 
 

  Total current liabilities  2,024,084  527,385 
 

Notes payable, net (Note 5)  22,595,299  777,189 
 

 Total liabilities  24,619,383  1,304,574 
 
Commitments (Notes 6) 
 
Net assets: 
 Unrestricted  3,398,798  1,791,542 
 Temporarily restricted (Note 7)  1,053,753  252,000 
 

  Total net assets  4,452,551  2,043,542 
 
TOTAL LIABILITIES AND NET ASSETS $ 29,071,934 $ 3,348,116 
 
 
 
See accompanying notes to consolidated financial statements.  
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Montessori for All, Inc. 
 
Consolidated Statement of Activities for the year ended June 30, 2017  
 
 
    TEMPORARILY 
   UNRESTRICTED RESTRICTED TOTAL 
 
REVENUE: 
 

Government grants (Note 8)   $ 2,674,497   $ 2,674,497 
Contributions    66,051 $ 2,608,777  2,674,828 
Tuition and other fees    442,904    442,904 
 

 Total revenue    3,183,452  2,608,777  5,792,229 
 

Net assets released from restrictions: 
 Capital expenditures    1,333,777  (1,333,777)   
 Program expenditures    473,247  (473,247)   
 

 Total    4,990,476  801,753  5,792,229 
 
EXPENSES: 
 

Program expenses: 
 Instructional program    2,553,980    2,553,980 
 Auxiliary services    182,063    182,063 
 

  Total program expenses    2,736,043    2,736,043 
 

General and administrative    593,135    593,135 
Fundraising    54,042    54,042 
 

 Total expenses    3,383,220    3,383,220 
 
CHANGES IN NET ASSETS    1,607,256  801,753  2,409,009 
 
Net assets, beginning of year    1,791,542  252,000  2,043,542 
 
Net assets, end of year   $ 3,398,798 $ 1,053,753 $ 4,452,551 
 
 
 
See accompanying notes to consolidated financial statements.  
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Montessori for All, Inc. 
 
Statement of Activities for the year ended June 30, 2016  
 
 
    TEMPORARILY 
   UNRESTRICTED RESTRICTED TOTAL 
 
REVENUE: 
 

Government grants (Note 8)   $ 2,477,375   $ 2,477,375 
Contributions    41,515 $ 361,000  402,515 
Tuition and other fees    429,347    429,347 
 

 Total revenue    2,948,237  361,000  3,309,237 
 

Net assets released from restrictions: 
 Expiration of time restriction    109,000  (109,000)   
 

 Total    3,057,237  252,000  3,309,237 
 
EXPENSES: 
 

Program expenses: 
 Instructional program    2,076,612    2,076,612 
 Auxiliary services    154,745    154,745 
 

  Total program expenses    2,231,357    2,231,357 
 

General and administrative    293,116    293,116 
Fundraising    71,379    71,379 
 

 Total expenses    2,595,852    2,595,852 
 
CHANGES IN NET ASSETS    461,385  252,000  713,385 
 
Net assets, beginning of year    1,330,157    1,330,157 
 
Net assets, end of year   $ 1,791,542 $ 252,000 $ 2,043,542 
 
 
 
See accompanying notes to consolidated financial statements.  
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Montessori for All, Inc. 
 
Consolidated Statements of Cash Flows for the years ended June 30, 2017 and 2016  
 
 
 2017 2016 
 
CASH FLOWS FROM OPERATING ACTIVITIES: 
Changes in net assets $ 2,409,009 $ 713,385 
Adjustments to reconcile changes in net assets to net cash 
provided by operating activities: 
 Depreciation  44,838  44,685 
 Capital campaign contributions  (1,333,777)   
 Changes in operating assets and liabilities: 
  Government grant and other receivables  (20,518)  (76,949) 
  Pledges receivable  (150,000)   
  Prepaid expenses  (83,706)   
  Accounts payable and accrued payroll expenses  5,299  19,250 
  Deferred revenue  (8,745)  35,534 
  Accrued interest  20,000  20,000 
 

 Net cash provided by operating activities  882,400  755,905 
 
CASH FLOWS FROM INVESTING ACTIVITIES: 
Net change in loan proceeds held in trust  (9,675,283)   
Advances on notes receivable  (9,949,200)   
Purchases of property  (4,088,792)  (524,231) 
 

 Net cash used by investing activities  (23,713,275)  (524,231) 
 
CASH FLOWS FROM FINANCING ACTIVITIES: 
Proceeds from notes payable  22,634,476   
Proceeds from capital campaign contributions  1,333,777   
Debt issuance costs  (439,177)   
Repayment of notes payable  (421,612)  (42,469) 
 

 Net cash provided (used) by financing activities  23,107,464  (42,469) 
 
NET CHANGE IN CASH  276,589  189,205 
 
Cash, beginning of year  532,781  343,576 
 
Cash, end of year $ 809,370 $ 532,781 
 
 
 
Supplemental disclosure of cash flow information: 
Interest payments  $15,804  $18,966 
 
 
 
See accompanying notes to consolidated financial statements.  
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Montessori for All, Inc. 
 
Notes to Consolidated Financial Statements for the years ended June 30, 2017 and 2016  
 
 
NOTE 1 – ORGANIZATION AND SUMMARY OF ACCOUNTING POLICIES 
 
Organization – Montessori for All, Inc. (MFA) operates Magnolia Montessori For All (Magnolia), a 
Texas Open-Enrollment Charter School pursuant to Chapter 12 of the Texas Education Code.  Pursuant to 
the program described in the charter application approved by the State Board of Education and the terms 
of the applicable contract for charter, Magnolia was opened on August 4, 2014 in Austin, Texas.  MFA 
partners with families to help children in diverse communities reach their extraordinary potential 
intellectually, emotionally, socially, creatively, and physically, so that they can pursue lives full of 
meaning and joy.  During 2017, MFA served approximately 350 students from pre-K3 to 5th grade.  
MFA also provides daycare services not operated under the charter. 
 
In June 2017, MFA formed Magnolia MFA Title Holding Company (the Holding Company), a Texas 
non-profit corporation not included in charter activities.  The Holding Company’s business purpose is to 
hold title to the land and building for the Magnolia campus currently under construction.  Once 
completed, the Holding Company will lease the building to MFA.  The building is being constructed 
using New Markets Tax Credit debt, as described in Notes 3 and 5. 
 
Basis of consolidation – These financial statements include the assets, liabilities, net assets and activities 
of MFA and the Holding Company.  All balances and transactions between the consolidated entities have 
been eliminated. 
 
Federal income tax status – MFA is exempt from federal income tax under §501(c)(3) of the Internal 
Revenue Code (the Code) and is classified as a public charity under §509(a)(1) and §170(b)(1)(A)(ii).  
The Holding Company is exempt from federal income tax under §501(c)(2) of the Code. 
 
Pledges receivable that are expected to be collected within one year are reported at net realizable value.  
Amounts expected to be collected in future years are discounted to estimate the present value of future 
cash flows.  An allowance for uncollectible pledges receivable is provided when it is believed pledges 
may not be collected in full.  The adequacy of the allowance at the end of each period is determined using 
a combination of historical loss experience and donor-by-donor analysis of pledges receivable balances 
each period.  At June 30, 2017, there is one pledge receivable outstanding due within one year. 
 
Property is recorded at cost if purchased or at fair value at the date of gift if donated.  MFA recognizes 
depreciation using the straight-line method over the estimated useful lives of the assets, which range from 
2 to 30 years.  MFA capitalizes additions and improvements that have a cost of more than $5,000. 
 
Capitalized debt issuance costs represent costs incurred related to the issuance of bonds and notes payable 
that are amortized as interest expense over the term of the bonds or notes and reported as a direct 
reduction of the related bonds and notes payable. 
 
Net asset classification – Contributions and the related net assets are classified based on the existence or 
absence of donor-imposed restrictions, as follows: 
 

x Unrestricted net assets include those net assets whose use is not restricted by donor-imposed 
stipulations even though their use may be limited in other respects such as by contract or board 
designation. 
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x Temporarily restricted net assets include contributions restricted by the donor for specific purposes or 
time periods.  When a purpose restriction is accomplished or a time restriction ends, temporarily 
restricted net assets are released to unrestricted net assets. 

 
Government grants are recognized as revenue in the period in which the services are provided.  Amounts 
collected in advance are recorded as refundable advances. 
 
Contributions are recognized at fair value when an unconditional commitment is received from the donor.  
Contributions received with donor stipulations that limit their use are classified as restricted support.  
Conditional contributions are included in contribution revenue when the conditions are substantially met.  
Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used and gifts of 
cash or other assets that must be used to acquire long-lived assets are reported as restricted revenue.  
Absent explicit donor stipulations about how long those long-lived assets must be maintained, MFA 
reports expirations of donor restrictions when the donated or acquired long-lived assets are placed in 
service. 
 
Contributed services and facilities are recognized at fair value when an unconditional commitment is 
received from the donor.  Contributions of services are recognized when services received (a) create or 
enhance nonfinancial assets or (b) require specialized skills, are provided by individuals possessing those 
skills, and would typically need to be purchased if not provided by donation. 
 
Tuition and other fees are recognized in the period in which services are provided.  Amounts collected in 
advance are reported as deferred revenue. 
 
Estimates – Management must make estimates and assumptions to prepare financial statements in 
accordance with generally accepted accounting principles.  These estimates and assumptions affect the 
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, the amounts 
reported as revenue and expenses, and the allocation of expenses among various functions.  Actual results 
could vary from the estimates that were used. 
 
Recent financial accounting pronouncement – In August 2016, the Financial Accounting Standards Board 
issued Accounting Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958): Presentation of 
Financial Statements of Not-for-Profit Entities.  The amendments in this ASU are the first phase of 
changes aimed at providing more useful information to users of not-for-profit financial statements.  Under 
this ASU, net assets will be presented in two classes: net assets with donor restrictions and net assets 
without donor restrictions and underwater endowments will be grouped with net assets with donor 
restrictions.  New or enhanced disclosures will be required about the nature and composition of net assets, 
and the liquidity and availability of resources for general operating expenditures within one year of the 
balance sheet date.  Expenses will be required to be presented by both nature and function and investment 
return will be presented net of external and direct internal investment expenses.  Absent explicit donor 
stipulations, restrictions on long-lived assets will expire when assets are placed in service.  The ASU is 
effective for fiscal periods beginning after December 15, 2017, but early adoption is permitted.  Adoption 
of this ASU will significantly impact the presentation and disclosures of the financial statements.  MFA 
will adopt this ASU effective for the fiscal year ended June 30, 2019. 
 
 
NOTE 2 – CASH 
 
MFA has an operating account with a local bank and has entered into a collateral agreement with this 
bank to collateralize deposits held in excess of the federally insured limit.  At June 30, 2017, the collateral 
is a Federal Home Loan Bank security with a fair value of $600,383. 
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NOTE 3 – NOTES RECEIVABLE 
 
On June 21, 2017, MFA loaned $9,949,200 to COCRF Investor 91, LLC (COCRF Investor).  Note A in 
the amount of $8,359,476 matures on June 21, 2024 and Note B in the amount of $1,589,724 matures on 
June 21, 2034.  The loans bear interest at 1%.  For Note A, interest is paid quarterly and principal is due 
at maturity.  For Note B, interest payments are due quarterly until June 21, 2024, at which time principal 
and interest payments will be due quarterly until maturity. 
 
Simultaneous to MFA making the loans, Capital One, N.A. (the Bank) invested $4,863,300 in COCRF 
Investor, which in turn placed these combined funds as equity in the form of a Qualified Equity 
Investment under Section 45D of the Internal Revenue Code of 1986, as amended, into COCRF SubCDE 
62 LLC, Impact CDE 60, LLC, and PeopleFund NMTC 6, LLC (collectively CDE Lenders).  The loans 
from MFA to COCRF Investor are secured by COCRF Investor’s interests in CDE Lenders.  CDE 
Lenders made loans to the Holding Company in the form of a New Markets Tax Credit Qualified Low-
Income Community Investment under Section 45D of the Internal Revenue Code of 1986, as amended, 
for the construction of the Magnolia campus.  See Note 5 for terms of the source loans to MFA and CDE 
Lenders loans to the Holding Company. 
 
Put and Call Options 
 
The Bank holds a put option on its investment in COCRF Investor, whereby it may sell its ownership to 
MFA for $1,000 plus taxes and fees associated with the transfer during the six-month period commencing 
June 22, 2024 (the Put Option Period). 
 
If the Put Option Period expires and the Bank does not exercise its put option, MFA has the option to 
purchase (call option) the Bank’s investment, whereby it can acquire the Bank’s interest in COCRF 
Investor at market value during the six months immediately following the expiration of the Put Option 
Period. 
 
 
NOTE 4 – PROPERTY 
 
Property is comprised of the following: 
 
 2017 2016 
 
Land   $ 500,856 $ 394,354 
Buildings and improvements  1,387,661  1,387,661 
Construction in progress  6,206,200  699,342 
 

Total property, at cost  8,094,717  2,481,357 
Accumulated depreciation  (134,607)  (89,769) 
 

Property, net $ 7,960,110 $ 2,391,588 
 
Property acquired with public funds received by MFA for the operation of Magnolia constitute public 
property pursuant to Chapter 12 of the Texas Education Code.  These assets are specifically identified on 
the supplemental schedules of capital assets. 
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NOTE 5 – NOTES PAYABLE 
 

Notes payable consist of the following: 
 2017 2016 
 

$4,859,476 MFA note payable to Capital Impact Partners, dated June 21, 
2017; source loan to finance the notes receivable summarized in Note 3; 
interest at 6%, payable quarterly; principal due at maturity on June 21, 
2024.   $ 4,859,476   
 

$3,780,000 Holding Company Note A payable to PeopleFund NMTC 6, 
LLC for capital expansion, dated June 21, 2017; interest at 1.05715%, 
payable quarterly; principal due at maturity on June 21, 2024; secured 
by first lien on the 5100 Pecan Brook property.  3,780,950   
 

$3,500,000 MFA note payable to Capital Impact Partners, dated June 21, 
2017; source loan to finance the notes receivable summarized in Note 3; 
interest at 6%, payable quarterly; principal due at maturity on June 21, 
2024.    3,500,000   
 

$2,774,976 Holding Company Note A payable to Impact CDE 60, LLC  
for capital expansion, dated June 21, 2017; interest at 1.05715%, payable 
quarterly; principal due at maturity on June 21, 2024; secured by first lien 
on the 5100 Pecan Brook property.  2,774,976   
 

$1,658,750 Holding Company Note B and $685,300 Holding Company 
Note C both payable to PeopleFund NMTC 6, LLC for capital expansion, 
dated June 21, 2017; interest at 1.05715%, payable quarterly; principal 
due at maturity on June 21, 2047; secured by first lien on the 5100 Pecan 
Brook property.  2,344,050   
 

$1,577,000 Holding Company Note B and $548,024 MFA Note C both 
payable to Impact CDE 60, LLC for capital expansion, dated June 21, 2017; 
interest at 1.05715%, payable quarterly until September 5, 2024, at which 
time principal and interest payments of are due monthly until maturity on 
June 21, 2047; secured by first lien on the 5100 Pecan Brook property.  2,125,024   
 

$1,803,550 Holding Company Note A payable to COCRF SubCDE 62 
LLC for capital expansion, dated June 21, 2017; interest at 1.05715%, 
payable quarterly; principal due at maturity on June 21, 2024; secured by 
first lien on the 5100 Pecan Brook property.  1,803,550   
 

$1,090,050 Holding Company Note B and $356,400 Holding Company 
Note C both payable to COCRF SubCDE 62, LLC for capital expansion, 
dated June 21, 2017; interest at 1.05715%, payable quarterly until 
September 5, 2024, at which time principal and interest payments are 
due monthly until maturity on June 21, 2047; secured by first lien on the 
5100 Pecan Brook property.  1,446,450   
 

$400,000 MFA note payable to KLM Foundation; interest at 5% payable 
monthly beginning February 18, 2017; principal due at maturity on 
February 18, 2019; secured by second lien on the 5100 Pecan Brook property.  400,000 $ 400,000 
 

Note payable to a financial institution; interest at 4.18%; principal and 
interest payments due monthly in the amount of $5,120; secured by 
first lien on the 5100 Pecan Brook property.    421,612 
 

Total notes payable  23,034,476  821,612 
 

Capitalized debt issuance costs  (439,177)   
 

Notes payable, net $22,595,299 $ 821,612 
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Beginning with the fiscal year ending June 30, 2018, the Holding Company is required to maintain a debt 
service coverage ratio of not less than 1:1.  The Holding Company loan agreements define the debt 
service coverage ratio as annual operating earnings (earnings before interest expense, taxes, depreciation, 
and amortization) divided by annual payments under the loans. 
 
Maturities of notes payable at June 30, 2017 are as follows: 
 
2019     $ 400,000 
2024      16,718,952 
Thereafter     5,915,524 
 

Total     $ 23,034,476 
 
Interest expense totaled $35,804 and $38,966 in 2017 and 2016, respectively. 
 
Loan proceeds held in trust at June 30, 2017 are held in demand deposit accounts and include the 
following: 
 
Escrowed for debt service   $ 452,318 
Loan proceeds available for projects    9,222,965 
 

Total loan proceeds held in trust   $ 9,675,283 
 
 
NOTE 6 – COMMITMENTS 
 
Construction commitments – In 2017, MFA entered into a construction contract totaling approximately 
$11 million for construction of the Magnolia campus.  As of June 30, 2017, the outstanding commitment 
for this contract totaled approximately $6 million. 
 
Lease commitments – MFA leases modular buildings under non-cancellable operating leases.  Rental 
expense under these leases was $103,138 in 2017 and $106,783 in 2016.  Future minimum lease 
payments total $16,704 in 2018. 
 
 
NOTE 7 – TEMPORARILY RESTRICTED NET ASSETS 
 
Temporarily restricted net assets consist of the following: 
 
 2017 2016 
 
Curriculum codification $ 451,406   
Consultancy practice and stake holder forum  300,000   
Future campus expansion  150,347 $ 250,000 
Middle school pipeline  150,000   
Strategic business plan  2,000  2,000 
 

Total temporarily restricted net assets $ 1,053,753 $ 252,000 
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NOTE 8 – GOVERNMENT GRANTS 
 
MFA is the recipient of government grants from various federal and state agencies.  Government grants 
include the following: 
 2017 2016 
 
State grants: 
 Texas Education Agency Foundation School Program Act $ 2,429,028 $ 2,143,821 
 Other state grants  56,144  47,428 
 

 Total state grants  2,485,172  2,191,249 
 

Federal grants – U. S. Department of Education  189,325  286,126 
 

Total government grants $ 2,674,497 $ 2,477,375 
 
Government funding sources require fulfillment of certain conditions as set forth in the grant contracts 
and are subject to review and audit by the awarding agencies.  Such reviews and audits could result in the 
discovery of unallowable activities and unallowable costs.  Consequently, any of the funding sources 
may, at their discretion, request reimbursement for expenses or return of funds as a result of non-
compliance by MFA with the terms of the contracts.  Management believes such disallowances, if any, 
would not be material to MFA’s financial position or changes in net assets. 
 
 
NOTE 9 – CONDITIONAL GRANT 
 
During 2017, MFA received a foundation grant for $1,200,000.  Under the terms of the grant agreement, 
$800,000 was a non-challenge grant and was received and recognized as contribution revenue in the year 
ended June 30, 2017.  The additional $400,000 is a challenge grant conditional upon MFA raising an 
additional $400,000 from other sources.  This conditional grant was met in July 2017 and will be 
recognized in the year ended June 30, 2018. 
 
 
NOTE 10 – MULTIEMPLOYER PENSION PLAN 
 
MFA’s full-time employees participate in the Teacher Retirement System of Texas (TRS), a cost-sharing, 
multiemployer defined benefit pension plan, except that risks and costs are not shared by MFA, but are 
the liability of the State of Texas.  TRS administers retirement and disability annuities, and death and 
survivor benefits to employees and beneficiaries of employees of the public school systems of Texas. 
 
Contribution requirements are not actuarially determined, but are established and amended by the Texas 
State Legislature.  The state funding policy is as follows: (1) the state constitution requires the legislature 
to establish a member contribution rate of not less than 6% and not more than 10% of the aggregate 
annual compensation of all members of the system; and (2) a state statute prohibits benefit improvements 
or contribution reductions if, as a result of a particular action, the time required to amortize TRS’ 
unfunded actuarial liabilities would be increased to a period that exceeds 31 years, or, if the amortization 
period already exceeds 31 years, the period would be increased by such action.  State law provides for an 
employer contribution rate of 6.8% for 2017 and 2016.  Additionally, MFA made a 1.5% non-OASDI 
contribution on all TRS eligible employees for 2017 and 2016.  MFA’s contributions to the plan totaled 
$53,793 for 2017 and $53,225 for 2016.  MFA’s contributions do not represent more than 5% of the 
pension plan’s total contributions. 
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The risks of participating in a multiemployer defined benefit plan are different from single-employer 
plans because (a) amounts contributed to a multiemployer plan by one employer may be used to provide 
benefits to employees of other participating employers and (b) if an employer stops contributing to TRS, 
unfunded obligations of TRS may be required to be borne by the remaining employers.  There is no 
withdrawal penalty for leaving TRS. 
 
Total TRS plan assets as of August 31, 2016 and 2015 were $152.9 billion and $149.8 billion, 
respectively.  Accumulated benefit obligations as of August 31, 2016 and 2015 were approximately $172 
billion and $164 billion, respectively.  The plan was 79.70% funded at August 31, 2016 and 78.43% 
funded at August 31, 2015. 
 
 
NOTE 11 – SUBSEQUENT EVENTS 
 
Management has evaluated subsequent events through November 13, 2017, which is the date that the 
financial statements were available for issuance.  As a result of this evaluation, no events were identified 
that are required to be disclosed or would have a material impact on reported net assets or changes in net 
assets. 
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Montessori for All, Inc. 
 
Charter #227826 
Supplemental Statements of Financial Position as of June 30, 2017 and 2016  
 
 
 2017 2016 
 
 ASSETS 
 
Current assets: 
 Cash $ 760,879 $ 511,908 
 Government grant and other receivables  484,815  423,747 
 Pledges receivable  150,000   
 Prepaid expenses  43,156   
 

 Total current assets  1,438,850  935,655 
 
Loan proceeds held in trust  279,955   
Notes receivable  9,949,200   
Property, net  1,259,154  2,391,588 
 
TOTAL ASSETS $ 12,927,159 $ 3,327,243 
 
 
 
 LIABILITIES AND NET ASSETS 
 
Current liabilities: 
 Accounts payable $ 17,040 $ 22,552 
 Accrued payroll expenses  130,437  115,792 
 Deferred revenue  30,289  35,534 
 Accrued interest  68,339  48,339 
 Construction payable    253,411 
 Current portion of notes payable    44,423 
 

  Total current liabilities  246,105  520,051 
 

Notes payable, net  8,654,983  777,189 
 

 Total liabilities  8,901,088  1,297,240 
 
Net assets: 
 Unrestricted  2,972,318  1,067,238 
 Temporarily restricted  1,053,753  962,765 
 

  Total net assets  4,026,071  2,030,003 
 
TOTAL LIABILITIES AND NET ASSETS $ 12,927,159 $ 3,327,243 
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Montessori for All, Inc. 
 
Charter #227826 
Supplemental Statement of Activities for the year ended June 30, 2017  
 
 
    TEMPORARILY 
   UNRESTRICTED RESTRICTED TOTAL 
REVENUE: 
Local program revenue: 
5740 Other revenue from local sources   $ 418,369 $ 2,608,777 $ 3,027,146 
5750 Co-curriculum/enterprising    11,136    11,136 
 

  Total local program revenue    429,505  2,608,777  3,038,282 
 

State program revenue: 
5810 Foundation School Program Act Revenue     2,429,028  2,429,028 
5820 State program revenue distributed by Texas 
 Education Agency      56,144  56,144 
 

  Total state program revenues      2,485,172  2,485,172 
 

Federal program revenue: 
5920 Federal revenue distributed by State of Texas        
   Education Agency      189,325  189,325 
 

 Total revenue    429,505  5,283,274  5,712,779 
 

Net assets released from restrictions: 
 Capital expenditures    1,333,777  (1,333,777)   
 Program expenditures    3,858,509  (3,858,509)   
 

 Total    5,621,791  90,988  5,712,779 
 
EXPENSES: 
11  Instruction    1,525,621    1,525,621 
13  Curriculum development and instructional 
   staff development    53,909    53,909 
23  School leadership    541,739    541,739 
31  Guidance counseling and evaluation services   69,354    69,354 
33  Health services    331    331 
35  Food services    127,126    127,126 
36  Co-curricular and extracurricular activities   36,397    36,397 
41  General administration    467,163    467,163 
51  Plant maintenance and operations    352,022    352,022 
52  Security and monitoring services    1,056    1,056 
53  Data processing services    11,103    11,103 
61  Community services    2,023    2,023 
71  Debt service    35,804    35,804 
81  Fundraising    1,301    1,301 
 

 Total expenses    3,224,949    3,224,949 
 
 
          (continued) 
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Montessori for All, Inc. 
 
Charter #227826 
Supplemental Statement of Activities for the year ended June 30, 2017 (continued) 
 
 
    TEMPORARILY 
   UNRESTRICTED RESTRICTED TOTAL 
 
Transfer of assets to Magnolia MFA Title Holding 
 Company, net    (491,762)    (491,762) 
 
CHANGES IN NET ASSETS    1,905,080  90,988  1,996,068 
 
Net assets, beginning of year    1,067,238  962,765  2,030,003 
 
Net assets, end of year   $ 2,972,318 $ 1,053,753 $ 4,026,071 
 
 
NOTE – The supplemental statements of activities is presented in accordance with the requirements of the 
Texas Education Agency Special Supplement to the Financial Accountability System Resource Guide for 
Charter Schools and the Special Supplement to Financial Accounting and Reporting Nonprofit Charter 
School Chart of Accounts that requires federal and state program revenue to be classified as temporarily 
restricted net assets until expended pursuant to applicable statutes, regulations, and grant requirements. 
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Montessori for All, Inc. 
 
Charter #227826 
Supplemental Statement of Activities for the year ended June 30, 2016  
 
 
    TEMPORARILY 
   UNRESTRICTED RESTRICTED TOTAL 
 

REVENUE: 
Local program revenue: 
5740 Other revenue from local sources   $ 362,753 $ 361,000 $ 723,753 
5750 Co-curriculum/enterprising    7,856    7,856 
 

  Total local program revenue    370,609  361,000  731,609 
 

State program revenue: 
5810 Foundation School Program Act Revenue     2,143,821  2,143,821 
5820 State program revenue distributed by Texas  
  Education Agency      47,428  47,428 
 

  Total state program revenues      2,191,249  2,191,249 
 

Federal program revenue: 
5920 Federal revenue distributed by State of Texas        
   Education Agency      286,126  286,126 
 

 Total revenue    370,609  2,838,375  3,208,984 
 

Net assets released from restrictions: 
 Program expenditures    2,189,106  (2,189,106)   
 

 Total    2,559,715  649,269  3,208,984 
 

EXPENSES: 
11  Instruction    1,450,018    1,450,018 
12  Instructional resources and media services   116    116 
13  Curriculum development and instructional 
   staff development    38,174    38,174 
23  School leadership    274,310    274,310 
31  Guidance counseling and evaluation services   62,869    62,869 
33  Health services    1,076    1,076 
35  Food services    108,277    108,277 
36  Co-curricular and extracurricular activities   35,604    35,604 
41  General administration    238,489    238,489 
51  Plant maintenance and operations    173,140    173,140 
52  Security and monitoring services    1,540    1,540 
53  Data processing services    21,084    21,084 
61  Community services    8,305    8,305 
71  Debt service    38,966    38,966 
81  Fundraising    71,379    71,379 
 

 Total expenses    2,523,347    2,523,347 
 

CHANGES IN NET ASSETS    36,368  649,269  685,637 
 

Net assets, beginning of year    1,030,870  313,496  1,344,366 
 

Net assets, end of year   $ 1,067,238 $ 962,765 $ 2,030,003 
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Montessori for All, Inc. 
 
Charter #227826 
Supplemental Statements of Cash Flows for the years ended June 30, 2017 and 2016  
 
 
 2017 2016 
 
CASH FLOWS FROM OPERATING ACTIVITIES: 
Changes in net assets $ 1,996,068 $ 685,637 
Adjustments to reconcile changes in net assets to net cash 
provided by operating activities: 
 Depreciation  44,838  44,685 
 Transfer of property to Magnolia MFA Title Holding Company  5,036,673   
 Transfer of loan proceeds from Magnolia MFA Title 
  Holding Company  (4,544,909)   
 Reimbursement from Magnolia MFA Title Holding Company     
 Capital campaign contributions  (1,333,777)   
 Changes in operating assets and liabilities: 
  Government grant and other receivables  (61,068)  (76,925) 
  Pledges receivable  (150,000)   
  Prepaid expenses  (43,156)   
  Accounts payable and accrued payroll expenses  9,133  18,733 
  Deferred revenue  (5,245)  35,534 
  Accrued interest  20,000  20,000 
 

 Net cash provided by operating activities  968,557  727,664 
 
CASH FLOWS FROM INVESTING ACTIVITIES: 
Advances on note receivable  (9,949,200)   
Purchases of property  (4,202,488)  (524,231) 
 

 Net cash used by investing activities  (14,151,688)  (524,231) 
 
CASH FLOWS FROM FINANCING ACTIVITIES: 
Net change in loan proceeds held in trust  (279,955)   
Proceeds from notes payable  10,955,169   
Proceeds from Magnolia MFA Title Holding Company  4,544,909   
Proceeds from capital campaign contributions  1,333,777   
Bond issuance costs  (104,493)  (42,469) 
Repayment of notes payable  (3,017,305)   
 

 Net cash provided (used) by financing activities  13,432,102  (42,469) 
 
NET CHANGE IN CASH  248,971  160,964 
 
Cash, beginning of year  511,908  350,944 
 
Cash, end of year $ 760,879 $ 511,908 
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Montessori for All, Inc. 
 
Charter #227826 
Schedules of Expenses for the years ended June 30, 2017 and 2016  
 
 
 2017 2016 
 
6100 Payroll costs $ 1,996,723 $ 1,604,393 
6200 Professional and contracted services  739,942  481,917 
6300 Supplies and materials  256,304  289,670 
6400 Other operating costs  196,176  108,401 
6500 Interest expense  35,804  38,966 
 

Total  $ 3,224,949 $ 2,523,347 
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Montessori for All, Inc. 
 
Charter #227826 
Schedules of Capital Assets as of June 30, 2017 and 2016  
 
 
   2017 OWNERSHIP INTEREST  
   LOCAL STATE FEDERAL 
 
1110 Cash $ 279,955 $ 760,879   
1510 Land and improvements  1,500     
1520 Buildings and improvements  1,392,261     
 

Total capital assets $ 1,673,716 $ 760,879 $ 0 
 
 
  2016 OWNERSHIP INTEREST  
   LOCAL STATE FEDERAL 
 
1110 Cash   $ 511,908   
1510 Land and improvements $ 394,354     
1520 Buildings and improvements  2,087,003     
 

Total capital assets $ 2,481,357 $ 511,908 $ 0 
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Montessori for All, Inc. 
 
Charter #227826 
Budgetary Comparison Schedule for the year ended June 30, 2017  
 
 
  BUDGETED AMOUNTS  ACTUAL VARIANCE FROM 
  ORIGINAL FINAL AMOUNTS FINAL BUDGET 
REVENUE: 
Local program revenue: 
5740 Other revenue from local sources     $ 3,027,146   
5750 Co-curriculum/enterprising      11,136   
 

  Total local program revenue $ 8,431,491 $ 3,055,653  3,038,282 $ (17,371) 
 

State program revenue: 
5810 Foundation School Program Act 
   Revenue      2,429,028   
5820 State program revenue distributed 
  by Texas Education Agency      56,144   
 

  Total state program revenue  2,457,250  2,447,938  2,485,172  37,234 
 

Federal program revenue: 
5920 Federal revenue distributed by  
  State of Texas Education Agency  165,594  155,244  189,325  34,081 
 

 Total revenue  11,054,335  5,658,835  5,712,779  53,944 
 

EXPENSES: 
11  Instruction  1,640,833  1,509,438  1,525,621  16,183 
13  Curriculum development and  
  instructional staff development  36,000  58,910  53,909  (5,001) 
23  School leadership  888,696  571,741  541,739  (30,002) 
31  Guidance counseling and  
   evaluation services  56,000  79,675  69,354  (10,321) 
33  Health services  600  331  331   
35  Food services  108,731  126,663  127,126  463 
36  Co-curricular and extracurricular  
   activities  33,191  37,691  36,397  (1,294) 
41  General administration  749,922  459,587  467,163  7,576 
51  Plant maintenance and operations  340,331  381,420  352,022  (29,398) 
52  Security and monitoring services  1,000  1,056  1,056   
53  Data processing services  14,300  11,103  11,103   
61  Community services  8,500  2,184  2,023  (161) 
71  Debt service  26,000  33,704  35,804  2,100 
81  Fundraising  6,050  1,301  1,301   
 

 Total expenses  3,910,154  3,274,804  3,224,949  (49,855) 
 

Transfer of assets to Magnolia MFA 
 Title Holding Company      (491,762)  (491,762) 
 

CHANGES IN NET ASSETS  7,144,181  2,384,031  1,996,068  (387,963) 
 

Net assets, beginning of year  688,168  1,156,372  2,030,003  873,631 
 

Net assets, end of year $ 7,832,349 $ 3,540,403 $ 4,026,071 $ 485,668 
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Independent Auditors’ Report on Internal Control Over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards 
 
 
 
To the Board of Directors of 
 Montessori for All, Inc.: 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of Montessori for All, 
Inc. (MFA), which comprise the statement of financial position as of June 30, 2017 and the related 
statements of activities and of cash flows for the year then ended, and the related notes to the financial 
statements and have issued our report thereon dated November 13, 2017. 
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered MFA’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of MFA’s internal control.  Accordingly, we do not 
express an opinion on the effectiveness of MFA’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that have 
not been identified.  However, as described in the accompanying schedule of findings and responses, we 
identified certain deficiencies in internal control that we consider to be material weaknesses and 
significant deficiencies. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis.  A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a 
timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may 
exist that were not identified.  We did identify a deficiency in internal control, described in the 
accompanying schedule of findings and questioned costs as finding #2017-001, that we consider to be a 
material weakness. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether MFA’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.  The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
MFA’s Response to Finding 
 
MFA’s response to the finding identified in our audit is described in the accompanying schedule of 
findings and responses.  MFA’s response was not subjected to the auditing procedures applied in the audit 
of the financial statements and, accordingly, we express no opinion on it. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the result of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance.  
Accordingly, this communication is not suitable for any other purpose. 
 

 
November 13, 2017 
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Montessori for All, Inc. 
 
Charter #227826 
Schedule of Findings and Responses for the year ended June 30, 2017  
 
 
Financial Statement Findings 
 
Finding #2017-001 – Material Weakness 
 
Criteria:  Effective internal control requires that there be policies and procedures to ensure financial 
statements are prepared in accordance with generally accepted accounting principles. 
 
Condition:  Adjustments were required to properly report property and construction payables in 
accordance with generally accepted accounting principles. 
 
Cause:  The construction pay application for June 2017 and the related retainage paid after year end were 
not properly accrued. 
 
Effect:  A lack of effective internal control over the financial statement preparation process could result in 
errors that are not detected and corrected on a timely basis. 
 
Recommendation:  Implement policies and procedures to ensure that accounts are properly analyzed and 
reconciled and year-end closing entries are reviewed and recorded in a timely manner. 
 
Management response and corrective action plan:  Management agrees with the finding.  We will 
implement procedures to ensure that accounts are properly analyzed and reconciled and year-end closing 
entries are reviewed and recorded in a timely manner. 
 
Responsible official:  Dr. April Willis, Director of Business Operations 
 
Estimated completion date:  December 31, 2017 


