High Desert Montessori

Board of Directors Meeting
November 30, 2022 @ 5:00PM via Zoom

1. Call to Order and Roll Call
Max Haynes (not present)
Bonnie Pillaro
Ashley Allen
Nicole Commons
Reid Riker
Jennifer Linn (joined at 5:30 PM)
Nancy Smith
Brigitte Frost

2, Public Comment
None

3. Adopt the Agenda

Member Riker motions to adopt the agenda as presented, Member Frost seconds the motion and it passes
unanimously.

4. Approval of Board Minutes from 10.26.22

Member Frost motions to approve the minutes as presented, Member Allen seconds the motion and it
passes unanimously. Member Riker abstains.

5. Approval of the YE22 Financial Audit
This item will be tabled until the next meeting,
6. Introduction of New Faculty Members
Administrator Perez introduced the new members of the faculty.

Teacher Bettingin introduced herself.



7. Board Faculty Advisor Duties
Chairman Commons introduced this item (see supporting documents.)

Administrator Stockton reviewed some specifics and history of this item.

Member Riker motions to approve the board faculty advisor position duties as presented, Member Allen
seconds the motion and it passes unanimously.

8. Board Faculty Advisor Position
Chairman Commons invited Administrator Stockton and Perez to comment on this item.
Administrator Sotckton and Perez made comments on suggested appointee Kelly Ryder.

Member Riker motions to appoint Kelly Ryder to the faculty advisor position, Member Frost
seconds the motion and it passes unanimously.

9. Principal Update
Administrator Perez reviewed his update (see attached supporting documents.)

10. ED Update: Phase ITI Construction, Grant Update, ED Position for 22.23

Administrator Stockton reviewed her update (see attached supporting
documents.)

11. School Performance Plan

Administrator Perez reviewed this item (see attached supporting documents.)

Member Allen motions to approve the school performance plan as presented,
Member Riker seconds the motion and it passes unanimously.

12. Montessori Advisor Update; Planes of Development and Pedagogy
This item will need to be tabled due to a family emergency.
13. HDMS Board Personnel Committee Update
Member Smith reviewed updates from the most recent meeting (see supporting documents.)

14. HDMS Board Governance Committee Update



15.

16.

17.

Member Allen reviewed updates from the most recent meeting (see supporting documents.)

Bylaws amendment; Roberts Rules
Chairman Commens introduced this item and provided followup as requested from last time.

Administrator Stockton has contacted legal counsel and has provided supporting documents
(see attached supporting documents.)

Counsel Eaton has been contacted and guidance has been given on suggested protocol going forward.
Chairman Commons has opened the discussion to overview benefits and liabilities.

Public Comment

None

Adjournment and Future Agenda Items

2 HR items added to 12/21 agenda

Robert’s Rules

Administrative Restructuring

February Meeting In Person (2/22/23)

Member Riker motions to adjourn the meeting and Member Frost seconds the motion. The meeting is
Adjourned it passes unanimously.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
High Desert Montessori School
Reno, Nevada

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and each major
fund of the High Desert Montessori School (the Schoo!), Reno, Nevada of and for the year ended June
30, 2022, and the related notes to the financial statements, which collectively comprise the 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 and each major fund of the High Desert
Montessori School as of June 30, 2022, and the respective changes in financial position, 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 and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. 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 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 the 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 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.



Auditors’ Responsibilities 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 opinion. 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 and Government 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 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 and Government
Auditing Standards, we:

» Exercise professional judgment and maintain professional skepticism throughout the audit.

s 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.

¢ 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 School’s intemal control. Accordingly, no such opinion is
expressed.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation in the
financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the School’s ability to continue as a going concermn 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, pension information, and the Governmental Funds’ budgetary comparison
information be presented to supplement the basic financial statements. Such information, 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
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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.

Prior Year Partial Comparative Information

We have previously audited in accordance with auditing standards generally accepted in the United
States of America, the basic financial statements of the School as of and for the year ended June 30, 2021,
and have issued our report thereon dated October 29, 2021 which expressed an unmodified opinion on
the respective financial statements of the governmental activities and each major fund. The summarized
comparative information presented in the basic financial statements as of and for the year ended June 30,
2021 is consistent with the audited financial statements from which it is derived.

The individual fund financial statements and schedules related to the 2021 financial statements are
presented for purposes of additional analysis and were derived from and relate directly to the underlying
accounting and other records used to prepare the 2021 financial statements. The information has been
subjected to the auditing procedures applied in the audit of the 2021 basic financial statements and
certain other additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare those financial statements or to those
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. The individual fund financial statements and
schedules are consistent in relation to the basic financial statements from which they have been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 20,
2022, on our consideration of the School’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the School’s internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
School’s internal control over financial reporting and compliance.

Reno, Nevada
December 20, 2022



HIGH DESERT MONTESSORI SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2022

As the administration of the High Desert Montessori School (the School), we offer readers of the
School’s financial statements this narrative overview and analysis of its financial activities for the
fiscal year ended June 30, 2022. We encourage readers to read the information presented here in
corjunction with additional information that we have furnished in the School’s financial
statements, which follow this narrative.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the School’s financial
statements. The School’s basic financial statements consist of three components: 1) Government-
wide financial statements, 2) Fund financial statements, and 3) Notes to the financial statements.
The basic financial statements present two different views of the School through the use of
government-wide statements and fund financial statements. In addition to the basic financial
statements, this report contains other required supplemental information that will enhance the
reader’s understanding of the financial condition of the School.

Financial Highlights

¢ The School’s net position as of June 30, 2022 was $298,893, which represents an increase of
$516,232 from the prior year net position (deficit) of $(219,339).

¢ The General Fund had a fund balance of $4,123,952, which includes amounts that are
either restricted or nonspendable totaling $3,729,370 as of June 30, 2022.

Basic Financial Statements
Government-Wide Financial Statements

The first two statements in the basic financial statements are the Government-wide Financial
Statements. The government-wide financial statements are designed to provide the reader with
a broad overview of the School’s finances, similar in format to the financial statements of a
private-sector business. They provide both short and long-term information about the School’s
financial status.

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



HIGH DESERT MONTESSORI SCHOOL
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2022

The Statement of Activities presents information showing how the School’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the related cash
flows. Thus, revenues and expenses are reported in the statement for some items that will only
result in cash flows in future fiscal periods.

The government-wide financial statements are on pages 12 and 13 of this report.

Fund Financial Statements

The next statements are Fund Financial Statements. These statements focus on the activities of
the individual parts of the School. These statements provide more detail than the government-
wide statements. The fund financial statements for the School report the General Fund, the
Special Education Fund, and the School Activity Agency Fund.

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 reflect compliance (or non-compliance) with finance-related legal requirements, such as the
Nevada Revised Statutes (NRS) and the School’s regulations.

Governmental Funds — Governmental funds are used to account for those functions reported as
governmental activities in the government-wide financial statements. These funds focus on how
assets can readily be converted into cash flow in and out, and the balances left at year-end
available for spending in future periods. Governmental funds are reported using an accounting
method called modified accrual accounting that provides a short-term spending focus. As a result,
the governmental fund financial statements give the reader a detailed short-term view that helps
you determine if there are more or less financial resources available to finance the School’s
programs. The relationships between governmental activities (reported in the Statement of Net
Position and the Statement of Activities) and governmental funds are described in reconciliations
that are a part of the fund financial statements. These can be found on pages 15 and 18.

The focus of the governmental fund statements is on major funds. The School has two individual
governmental funds, both of which are considered major funds:

¢ General Fund
s Special Education Fund

These funds are disclosed separately in the Governmental Funds Balance Sheet (page 14) and the
Governmental Funds Statement of Revenues, Expenditures and Changes in Fund Balances (page
16).



HIGH DESERT MONTESSORI SCHOOL
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2022

Notes to the Financial Statements

The next section of the basic financial statements is the notes. The notes to the financial
statements explain in detail some of the data contained in the government-wide and fund
financial statements and can be found on pages 20 through 33.

Required Supplementary Information

The School’s required supplementary information includes a comparison of its budgeted
revenues and expenditures to the actual results achieved for the current fiscal year. The Budgetary
Comparison Schedule can be found on pages 36-37. In addition to this schedule, the School
provides information that is required by the Governmental Accounting Standards Board, relative
to its participation in the Public Employees’ Retirement System in Nevada (PERS). This
information can be found on pages 34 and 35.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve as one useful indicator of the School’s financial condition
over time. The assets and deferred outflows of resources exceeded the liabilities and deferred
inflows of resources by $296,893 as of June 30, 2022, compared to a deficit net position of $219,339
as of June 30, 2021. Included in the School’s net position is $2,736,476, reflecting its investment in
capital assets (e.g. buildings, improvements, furniture and equipment) net of related bonded
debt. These capital assets are used to provide educational services to its students; consequently,
they are not available for future spending.



HIGH DESERT MONTESSORI SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2022

Below is a summary of the School’s net position for 2022 compared to 2021:

HIGH DESERT MONTESSORI SCHOOL
NET POSITION (DEFICIT)
2022 2021 Change
Assets
Current assets $ 682,403 638,181 44,222
Other assets 72,170 90,740 (18,570)
Restricted cash and equivalents 3,657,200 10,844,325 (7,187,125}
Net capital assets 12,051,804 6,623,164 5,428,640
Total Assets 16,463,577 18,196,410 (1,732,833)
Deferred Outflows of Resources 1,695,355 489,870 1,205,485
Total Assets and Deferred Outflows 18,158,932 18,686,280 (527,348)
Liabilities
Current liabilities 287,821 546,360 (258,539)
Long-term liabilities, due in one year 131,475 109,141 22,334
Long-term liabilities, due after one year 15,025,951 17,390,009 (2,364,058)
Total Liabilities 15,445,247 18,045,510 (2,600,263)
Deferred Inflows of Resources 2,416,792 860,109 1,556,683
Total Liabilities and Deferred Inflows 17,862,039 18,905,619 (1,043,580)
Net Position (Deficit)
Net investment in capital assets 2,736,476 2,797,268 (60,792)
Unrestricted (Deficit) (2,439,583) (3,016,607) 577,024
Total Net Position (Deficit) $ 296,893 $__(219,339) $ 516,232

A case can conceivably continue to be made that a significant impact on the School’s financial
statement had no impact on the School’s financial condition; GASB 68 (as amended by GASB 82)
requires the School to recognize a net pension liability of $2,184,898. As discussed below, users of
this financial statement will gain an alternative perspective of the School’s actual financial
condition by adding deferred inflows related to pension and the net pension liabilities to the



HIGH DESERT MONTESSORI SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2022

reported net position and subtracting deferred outflows related to pensions. The resulting net
position would be $2,923,288, which is $2,626,395 more than the net position reported.

GASB statements are national and apply to all governmental financial reports which are prepared
in accordance with generally accepted accounting principles. Under the standards required by
GASB 68, the pension liability equals the School’s proportionate share of the plan’s collective
present value of estimated future pension benefits attributable to active and inactive employees’
past service, less plan assets available to pay benefits.

GASB noted that the unfunded portion of the pension benefit promise is a present obligation of
the government — part of a bargained-for-benefit to the employee and should accordingly be
reported by the government as a liability since they received the benefit of the exchange.
However, the School is not responsible for certain key factors affecting the balance of this
liability. In Nevada, the employee shares the obligation of funding pension berefits with the
employer. Contribution rates are established by State statute and are determined biennially.
Nevada’s Public Employees’ Retirement Act requires an adjustment in the statutory contribution
rates on July 1 of each odd-numbered year, based on the actuarially determined rates indicated in
the actuarial valuation report for the immediately preceding year. There is no legal means to
enforce the unfunded liability of the pension system against the public employer.

Most long-term liabilities have set repayment schedules. There is no repayment schedule for the
pension liabilities. Changes in pension contribution rates, and return on investments affect the
balance of the pension liability, but are outside the control of the local government. In the event
that contributions, investment returns, and other changes are insufficient to keep up with the
required pension payments, State statute does not assign or identify the responsible party for the
unfunded portion. In accordance with GASB 68, the School’s statements are prepared on an
accrual basis of accounting including an annual pension expense for its proportionate share of the
plan’s change in net pension liability not accounted for as deferred inflows or outflows.



The changes in the School’s net position for the years ended June 30, 2022 and 2021 are presented

HIGH DESERT MONTESSORI SCHOOL

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED JUNE 30, 2022

below:
HIGH DESERT MONTESSORI SCHOOL
CHANGES IN NET POSITION
2022 2021 Change
Revenues:
Program revenue:
Operating grants $1,461,252 ¢ 307,690 $1,153,562
Charges for services 668,983 337,164 331,819
General revenue:
State funding 2,757,570 2,694,907 62,663
Contributions/donations 36,174 34,606 1,568
PPP loan forgiveness - 449,654 (449,654)
Gain on sale of property 343,779 - 343,779
Other income 16,202 3,010 13,192
Total Revenues 5,283,960 3,827,031 1,456,929
Expenses:
Instruction 1,795,904 1,561,050 234,854
Support services 2,111,959 2,054,698 57,261
Depreciation 209,393 416,320 (206,927)
Interest 650,472 209,550 440,922
Total Expenses 4,767,728 4,241,618 526,110
Change in Net Position $ 516,232 _$(414,587) $ 930,819
BUDGETARY HIGHLIGHTS

There were numerous challenges affecting the operation and overall financial position for the
2021-22 school year including continued responses to the COVID-19 pandemic, and continuing
work on the Silverada remodel projects, which were completed in time for the 2022-23 school
year. The School’s actual results compared to its June 30, 2022 budget are presented in the
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HIGH DESERT MONTESSORI SCHOOL
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2022

accompanying “Budgetary Comparison Schedules”, which can be found on pages 36-37.
Expenditures in excess of budgeted appropriations have been disclosed in Note 2 to the financial
statements. However, overall expenditures in FY22 did not exceed budgeted appropriations.
Additional operating expenses were incurred in response to the pandemic, unbudgeted capital
expenditures were incurred related to the Silverada remodel project, and an unplanned interest
payment was required on the new financing received through the bond sale/borrowing discussed
below. Additional resources were received this year in the form of additional Federal grants and
the sale of the Orovada property.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

As of June 30, 2022 High Desert Montessori School had total capital assets, net of accumulated
depreciation of $12,051,804, which includes land, buildings and related improvements,
equipment and furniture. Depreciation expense amounted to $209,393 for the year. Additional
detail can be found on page 26 of these statements.

Debt Administration

The School’s long-term debt is comprised of the estimate of the future obligation of employee
pensions (as discussed earlier in this document), and borrowings related to the June 2021 bond
sale of $11,965,000, issued by the Public Finance Authority of the State of Wisconsin, the proceeds
of which became the principal debt obligation of the School and were utilized primarily for its
Silverada construction project. Additional detail on long-term debt and pension obligations can
be found beginning on page 27 of these statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The School’s major source of revenue is per-pupil funding from the State of Nevada, based on
pupil enrollment, or the Average Daily Enrollment (ADE), a figure that is calculated and
submitted to the state on a quarterly basis.

For budgeted expenditures, the School typically assumes an increase of 5% to 10% over the prior
year for non-contract items. The majority of the School’s expense is teachers’ salaries. Itis a goal
that the School’s teachers earn salaries in accordance with the Washoe County School District
(WCSD) salary schedule.
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HIGH DESERT MONTESSORI SCHOOL
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2022

REQUESTS FOR INFORMATION
This report is designed to provide an overview of the High Desert Montessori School’s finances
for those with an interest in this area. Questions concerning any of the information found in this

report or requests for additional information should be directed to Tammie Stockton, Executive
Director, 2590 Orovada St., Reno, NV 89512, 775/624-2800.
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HIGH DESERT MONTESSORI SCHOOL

STATEMENT OF NET POSITION

JUNE 30, 2022
Governmental
Activities
ASSETS
Cash $ 245676
Receivables 436,727
Prepaid expenses 72,170
Restricted cash and cash equivalents 3,657,200
Capital assets, net 12,051,804
Total Assets 16,463,577
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions 1,695,355
Total Assets and Deferred Qutflows 18,158,932
LIABILITIES
Accounts payable 39,692
Salaries and benefits payable 248,129
Long-term liabilities:
Due within one year 131,475
Due in more than one year 15,025,951
Total Liabilities 15,445,247
DEFERRED INFLOWS OF RESOURCES
Cell tower rights 279,940
Deferred inflows related to pensions 2,136,852
Total Liabilities and Deferred Inflows 17,862,039
NET POSITION
Investment in capital assets, net of related debt 2,736,476
Unrestricted (2,439,583}
Total Net Position $ 296,893

See accompanying notes.
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HIGH DESERT MONTESSORI SCHOOL
STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2022

PROGRAM REVENUES NET (EXPENSE)

CHARGES REVENUE AND

GOVERNMENTAL ACTIVITIES FOR OPERATING CHANGES IN
FUNCTIONS / PROGRAMS EXPENSES SERVICES GRANTS NET POSITION
Regular programs instruction $ (1,441,403) $ - $ 1302687 $ (138,716)
Special programs instruction (354,501) - 158,565 (195,936)
Total Instruction (1,795,904) - 1,461,252 (334,652)
General administration {658,620) - - (658,620)
Facilities {428,687) - - (428,687)
Student Support (113,501) - - (113,501)
Nutrition service (382,183) - - (382,183)
Other support (528,968) 668,983 - 140,015
Depreciation (209,393) - - (209,393)
Interest and fiscal charges (650,472) - - (650,472)
Total Support (2,971,824) 668,983 - (2,302,841)
Total Governmental Activities $ (4,767,728) $ 668,983 §$§ 1,461,252 (2,637,493)

General Revenues

State funding 2,757,570

Donations 36,174

Gain on sale of property 343,779

Other revenue 16,202

Total General Revenues 3,153,725

Change in Net Position 516,232
NET POSITION (DEFICIT), July 1, 2021 {219,339)

NET POSITION, June 30, 2022 $ 296,893

See accompanying notes.
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HIGH DESERT MONTESSORI SCHOOL

ASSETS

Cash

Receivables

Prepaid expenses

Restricted cash and cash equivalents

Total Assets

LIABILITIES
Accounts payable
Accrued payroll and benefits

Total Liabilities

FUND BALANCES
Nonspendable
Restricted
Unassigned

Total Fund Balance

Total Liabilities, Deferred Inflows,
and Fund Balances

BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2022
(With Comparative Totals for June 30, 2021)

SPECIAL TOTALS
GENERAL EDUCATION GOVERNMENTAL FUNDS
FUND FUND 2022 2021
$ 245676  $ s $ 245676  $ 624,664
436,727 436,727 13,518
72,170 72,170 90,740
3,657,200 3,657,200 10,844,325
$ 4411773 § . $ 4411773 $ 11,573,247
5 39,692 $ = $ 39,692 $ 338,237
248,129 - 248,129 208,123
287,821 - 287,821 546,360
72,170 = 72,170 90,740
3,657,200 = 3,657,200 10,844,325
394,582 - 394,582 91,822
4,123,952 - 4,123,952 11,026,887
$ 4411773 % = $ 4411773  $ 11573247
See accompanying notes.
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HIGH DESERT MONTESSORI SCHOOL

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

JUNE 30, 2022
Fund Balance - Governmental Funds $ 4123952
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 governmental funds:
Governmental capital assets 13,106,276
Less accumulated depreciation (1,054,472) 12,051,804
Deferred outflows related to pension, including payments made subsequent
to the measurement date are not reported in governmental funds. 1,695,355
Long-term liabilities are not due and payable in the current period and therefore
are not reported in the governmental funds:
Long-term debt (12,972,528)
Net pension liability (2,184,898) (15,157,426)
Deferred inflows related to pension investment returns and changes in advance
payments:
Advance payments for cellular tower rights (279,940)
Pension requirement (2,136,852) (2,416,792)
Net Position - Governmental Activities $ 296,893
See accompanying notes.
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HIGH DESERT MONTESSORI SCHOOL

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2022

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2021)

SPECIAL TOTALS
GENERAL EDUCATION GOVERNMENTAL FUNDS
FUND FUND 2022 2021
REVENUES
Local sources $ 718349 $ - $ 718,349 $ 37,770
State sources 2,757,570 158,565 2,916,135 2,905,590
Federal sources 1,252,835 49,852 1,302,687 97,007
Total Revenues 4,728,754 208 417 4,937,171 3,374,367
EXPENDITURES
Current
Instruction
Regular programs 1,603,641 - 1,603,641 1,399,345
Special programs 166,372 208,417 374,789 194,440
Total Instruction 1,770,013 208,417 1,978,430 1,593,785
Support Services
Administration 712,953 - 712,953 1,305,970
Operations and maintenance 293,286 - 293,286 217,235
Student support 122,166 - 122,166 127,138
Other support 571,241 - 571,241 356,455
Nutrition services 382,183 - 382,183 -
Total Support Services 2,081,829 - 2,081,829 2,006,798
Capital Outlay 8,131,682 - 8,131,682 2,033,057
Debt Service
Principal 57,665 - 57,665 2,006,620
Interest 659,484 - 659,484 209,550
Other 17,046 - 17,046 -
Total Debt Service 734,195 - 734,195 2,216,170
Total Expenditures 12,717,719 208,417 12,926,136 7,849,810
Excess (Deficiency) of Revenue
Over {(Under) Expenditures (7,988,965) - (7,988,965) (4,475,443)
Continued on next page.
See accompanying nofes.
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HIGH DESERT MONTESSORI SCHOOL

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2022

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2021}

SPECIAL TOTALS
GENERAL EDUCATION GOVERNMENTAL FUNDS
FUND FUND 2022 2021
OTHER FINANCING SOURCES (USES)
Proceeds from sales of capital assets $ 1086030 $ - $ 1,086,030 $ -
Proceeds from loans - - - 1,150,000
Proceeds from bond issues - - - 11,965,000
Bond premium - . - 1,042,336
PPP loan forgiveness - - - 449,654
1,086,030 - 1,086,030 14,606,990
Net Change in Fund Balance (6,902,935) - {6,902,935) 10,131,547
FUND BALANCE, July 1, 2021 11,026,887 - 11,026,887 895,340
FUND BALANCE, June 30, 2022 $ 4123952 § - $ 4,123952 $ 11,026,887
See accompanying notes.
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HIGH DESERT MONTESSORI SCHOOL

RECONCILIATION OF GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2022

Net Change in Fund Balances - Governmental Funds

Amounts reported for governmental activities in the Statement of
Activities are different because:

Governmental funds report capital outlays as expenditures. However,
in the Statement of Activities, the cost of capital assets is depreciated
over their estimated useful lives.

Capital outlay

Net basis of disposed assets

Less current year depreciation expense

Revenue reported in the governmental funds in a prior year is reported
as revenue in the Statement of Activities in the current year.

Deferred bond premiums are recognized in income over the term of
the bond.

Repayment of long-term debt is reported in the governmental funds as
expenditures but is reported as a reduction in long-term liabilities in the
Statemnent of Activities.

Pension expense - difference between actuarial determined liability and
actual contributions made.

Change in Net Position - Governmental Activities

See accompanying notes.
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$ (6,902,935)

7,994,255
(2,356,486)

(209,393) 5,428,376

3,010

26,058

1,671,900

289,823
$ 516,232



HIGH DESERT MONTESSORI SCHOOL

STATEMENT OF CHANGES IN STUDENT ACTIVITY AGENCY FUND
YEAR ENDED JUNE 30, 2022

BALANCE BALANCE
JULY1,2021 ADDITIONS DEDUCTIONS JUNE 30,2022

ASSETS
Cash $ 25,250 $ 3,644 $ - $ 28,894
LIABILITIES
Accounts payable 127 = 127 -
Due to student groups 25,123 3,771 - 28,894
Total Liabilities $ 25,250 $ 3,771 $ 127 $ 28,894
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HIGH DESERT MONTESSORI SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

NOTE 1~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of High Desert Montessori School, Reno, Nevada (the School) have
been prepared in accordance with United States generally accepted accounting principles (GAAP) as applied
to governmental units. The Governmental Accounting Standards Board (GASB) is the authoritative
standard-setting body for establishing governmental accounting and financial reporting. A summary of the
School’s significant accounting policies consistently applied in the preparation of the accompanying financial
statements is as follows:

Reporting Entity

The School is a Nevada nonprofit organization, originally incorporated in January 2014. It is organized to
operate as a public charter school sponsored by Washoe County, under Nevada Revised Statutes (NRS)
386.500 to 386.610 and currently operates an elementary and middie school in Reno, Nevada. The governing
Board of Directors {Board), consisting of three to seven members, is considered to be an independent body,
as authorized by the Board of Trustees of the Washoe County School District. The Board of Directors has
decision making authority, the authority to designate management, the ability to significantly influence
operations and is primarily accountable for fiscal matters. Therefore, the School is not included in any other
govemnmental reporting entity as defined in GASB pronouncements.

Basic Financial Statements - Government-Wide Statements

The basic financial statements include both government-wide (based on the School as a whole) and fund
financial statements. The government-wide financial statements (the Statement of Net Position and the
Statement of Activities) report information on all of the non-fiduciary activities of the School.

In the government-wide Statement of Net Position, the governmental activities column is presented on a
consolidated basis and is reflected on a full accrual, economic resource basis that recognizes all long-term
assets and receivables, as well as long-term debt and obligations. The School’s net position is reported in
two parts: invested in capital assets and unrestricted net position. At the present time, no part of the School's
net position is restricted.

The government-wide Statement of Activities reports both the gross and net cost of each of the School’s
functions. The functions are also supported by general revenues (distributive school funds and interest
income not legally restricted for specific programs, etc.). The Statement of Activities reduces gross expenses
(including depreciation) by related program revenues and operating grants. Program revenues include
operating grants, contributions and investment earnings legally restricted to support a specific program.
Program revenue must be directly associated with the function. Operating grants include operating-specific
and discretionary grants. The net costs (by function) are normally covered by general revenue.



HIGH DESERT MONTESSORI SCHOOL

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

Basic Financial Statements —~ Fund Financial Statements

The financial transactions of the School are reported in individual funds in the fund financial statements.
Each fund is accounted for by providing a separate set of self-balancing accounts that comprise its assets,
liabilities, fund equity, revenues and expenditures. The School’s resources are allocated to and accounted
for in the individual funds based upon the purposes for which they are intended and the means by which
spending activities are controlled.

The emphasis of the fund financial statements is on the major funds in the governmental type activity
category. GASB Statement No. 34 sets forth minimum criteria (percentage of assets, liabilities, revenues or
expenditures/expenses of either fund category) for the determination of major funds. The School's
management may electively add funds as major funds, when it is determined the funds have specific
community or management focus. Major individual govermmental funds are reported as separate columns
in the fund financial statements.

The School reports the following major Governmental Funds:

General Fund

The General Fund is the School's primary operating fund and accounts for all revenues and

expenditures of the School not required by law or contractual agreement to be reported in another
fund.

Special Education Fund

The Special Education Fund is a special revenue fund. The revenues are legally restricted to
expenditures for special education purposes.

Measurement Focus
Government-Wide Financial Statements

The government-wide statements are prepared using the economic resources measurement focus. All assets
and liabilities associated with the operation of the School are included on the Statement of Net Position. The
Statement of Activities presents increases (revenues) and decreases (expenses) in total net position.

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 and current liabilities are generally included on the Balance
Sheet. The Statement of Revenues, Expenditures, and Changes in Fund Balances reports on the sources
(revenues and other financing sources) and uses (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
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022

reconciliations with brief explanations to better identify the relationship between the government-wide
financial statements and the governmental funds financial statements.

Basis of Accounting

The basis of accounting determines when transactions are recorded in the financial records and reported in
the financial statements. The government-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting. Differences between the
accrual and the modified accrual basis of accounting arise in the recognition of revenue, the recording of
deferred inflows/outflows, and in the presentation of expenses versus expenditures.

Revenues

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 available. Available means that the
resources will be collected within the current fiscal year or are expected to be collected scon 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 the fiscal year-end.

Non-exchange transactions, in which the School receives value without directly giving equal value in return,
include grants, entitlements and donations for which the revenue 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 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 deemed both measurable
and available at fiscal year-end: investment earnings, grants and entitlements.

Deferred Inflows/Outflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element represents a consumption of net position that
applies to a future period(s) and so will not be recognized as an outflow of resources (expenditure) until
then. The School’s deferred outflows are related to its pension contributions, as discussed in Note 10. In
addition to liabilities, the Statement of Net Position reports a separate section for deferred inflows of
resources. This separate financial statement element represents an acquisition of net position that applies to
a future period(s) and so will not be recognized as an inflow of resources (revenue) until then. The Statement
of Net Position reports deferred inflows related to its pension expense, as also discussed in Note 9.
Additionally, advance payments received relating to the right to collect revenue on cell tower leases are
reflected as deferred inflow of resources.

22



HIGH DESERT MONTESSORI SCHOO
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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
the governmental funds.

Budgets and Budgetary Accounting

The School adheres to policies set forth by the Nevada Department of Education (Department) to adopt a
tentative budget by April 15and a final budget not later than June 8 for the subsequent school year. The
School is not required nor prohibited by the Department to amend its budget during the year. The budget
was amended for the current fiscal year. The original and final budgets are compared to the actual revenues
and expenditures and are presented in the accompanying supplementary information.

Cash

Cash includes demand deposits held in a commercial bank and cash and cash equivalents maintained at
Wilmington Trust, which is restricted for the purpose of debt service.

Capital Assets

Capital assets, which are comprised of land, buildings and improvements, furniture, equipment, and
vehicles, are reported in the government-wide financial statements. The School defines capital assets as
having an initial, individual cost of more than $5,000 and an estimated useful life in excess of one year. If
purchased or constructed, capital assets are recorded at historical cost or estimated historical cost. Donated
capital assets are valued at their estimated acquisition value as of the date of donation. The costs of normal
maintenance and repairs that do not add to the value of an asset or materially extend an asset’s life are not
capitalized.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Computer and equipment 3-10 years
Furniture and fixtures 10-20 years
Buildings and improvements 10-39 years

Accrued Liabilities

Accrued liabilities consist principally of teacher, administrator, and other School employee salaries and
benefits for the school program year ended June 30, 2022, but which were not yet paid as of that date.
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JUNE 30, 2022

Income Taxes

The School is exempt from federal income taxes under Internal Revenue Code Section 501(c)(3) as a non-
profit organization. Management annually reviews its tax positions, which are summarized as follows:

» The School has not engaged in activities that would jeopardize its tax-exempt status; has not engaged
in any activities that would result in unrelated business income tax, and has determined that there
are no material uncertain tax positions that require recognition in the financial statements.

No provision for income taxes has been made in the accompanying financial statements and the School does
not expect any material change in uncertain tax positions within the next twelve months.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses/expenditures
and disclosure of contingent assets and liabilities. Accordingly, actual results could differ from these
estimates.

Comparative Data

Comparative total data for the prior year has been provided on the budgetary comparison schedules to
facilitate financial analysis. It is not considered full disclosure of transactions for fiscal year 2021. Such
information can only be obtained by referring to the audited financial statements for that year.

NOTE 2 - COMPLIANCE WITH NEVADA REVISED STATUTES

The School conformed to all significant statutory constraints on its financial administration during the year,
with the exception of NRS 354.626 as expenditures exceeded appropriations in the following line items:

Program / Function Amount
General Fund:
Capital outlay $ 58279

NOTE 3 - CASH

The School’s cash balances for general operating purposes as of June 30, 2022 consists primarily of a checking
and savings account. The government-wide balance of unrestricted cash is $245,676 as of June 30, 2022. The
accounts are insured by the Federal Deposit Insurance Corporation (FDIC) up to an aggregate of $250,000
per institution. Amounts in excess of $250,000 per institution are fully collateralized through the State of
Nevada Pooled Collateral Program. Cash and cash equivalents of $3,657,200 are held in Wilmington Trust
and are restricted for debt service.
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NOTE 4 - ACCOUNTS RECEIVABLE

Accounts receivable consist of amounts due for services provided by the School for the Kindergarten
Enhancement Program, Before and After Care, and Pre-K Programs. In addition, accounts receivable
includes amounts due from the Department of Education for education funding for this fiscal year.

NOTE 5 - NET POSITION AND FUND BALANCE CLASSIFICATIONS
Government-Wide Financial Statements

The government-wide Statement of Net Position represents the difference between assets and deferred
outflows of resources, and liabilities and deferred inflows of resources. Net position is typically categorized
as invested in capital assets, restricted and unrestricted.

Net position is reported as restricted when there are statutory limitation on their use either through enabling
legislation adopted by the School or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments. As of June 30, 2022, no part of the School’s net position is reported as
restricted.

Unrestricted net position represents the School’s available financial resources.

Fund Financial Statements

Generally accepted accounting principles for governments require fund balance classifications that comprise
a hierarchy based primarily on the extent to which a government is bound to observe constraints imposed
upon the use of the resources reported in governmental funds.

The School may report the following classifications:

Non-spendable — amounts that cannot be spent because they are either (a) not in spendable form or (b) legally
or contractually required to be maintained intact.

Restricted — amounts that can be spent only for specific purposes because of constitutional provisions, charter
reguirements or enabling legislation or because of constraints that are externally imposed by creditors,
grantors, contributors, or the laws or regulations of other governments.

Committed - amounts that can be used only for specific purposes determined by a formal action of the Board.
The Board is the highest level of decision making authority for the School. Commitments may be established,
modified, or rescinded only through ordinances or resolutions approved by the Board.

Assigned — amounts that do not meet the criteria to be classified as restricted or committed but that are
intended to be used for specific purposes.
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Unassigned — the residual classification for the General Fund.

When both restricted and unrestricted resources are available for use, it is the Board's policy to use externally
restricted resources first, then unrestricted resources — committed, assigned, and unassigned, in that order —
as needed, unless the Board has provided for otherwise in its commitment or assignment actions.

NOTE 6 - CAPITAL ASSETS

A summary of changes in capital assets for the year ended June 30, 2022 is shown below:

Balance Increases Balance
July 1, 2021 {Decreases) June 30, 2022
Nondepreciable capital assets
Land $ 1,297,439 $ (925,685) % 371,754
Depreciable capital assets
Buildings and improvements 6,420,587 6,109,620 12,530,207
Computers and equipment 158,282 (26,760) 131,522
Furniture and fixtures 91,793 (19,000) 72,793
Total cost 6,670,662 6,063,860 12,734,522
Less: accumulated depreciation 1,601,345 {546,873) 1,054,472
Depreciable assets, net 5,069,317 6,610,733 11,680,050
Construction in progress 256,408 {256,408) :
Governmental Activities
Capital assets, net $ 6,623,164 $ 5,428,640 $ 12,051,804

Depreciation expense of $209,393 for the year ended June 30, 2022 have not been allocated to the School’s
functions/programs.
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NOTE 7 - LONG-TERM DEBT

On June 10, 2021, the School entered into a Loan Agreement as the borrower of proceeds of $11,965,000
Charter School Revenue Bonds, Series 2021AB, issued by the Public Finance Authority of the State of
Wisconsin. The proceeds were used to finance and/or refinance certain costs of the acquisition, construction,
installation, renovation, rehabilitation, improvement, furnishings and equipment of the School’s facilities in
Reno, NV; fund a debt service reserve fund for the bonds; and pay certain issuance costs related to the bond
issue. The bonds have a coupon interest rate of 5% and mature in June 2061.

The obligation is a general obligation of the School, and is secured by a pledge of the School’s (the Borrower)
gross revenues, along with a deed of trust on the School’s principal facilities. The School is required to make
payments sufficient to provide for the payment of the principal of and the redemption premium, and interest
on the bonded debt. In addition, payments are required to maintain a debt service reserve fund, as well as
certain administrative fees.

Total interest expense related to the School’s long-term debt for the year ended June 30, 2022 was $633,426.

The following shows the changes in the School’s long-term liabilities for the year ended June 30, 2022:

Retirements,
Balance Additions of Repayments Balance Due Within
July 1, 2020 New Debt and Reductions June 30, 2021 One Year

Mortgages and loans payable $ 2,069,851 $§ 1,150,000 $ (1,556966) $ 1,662,885 $ 74,333

Bonds payable - 11,965,000 - 11,965,000 8,750
Bond premium - 1,042,336 - 1,042,336 26,058
PPP loan 449,654 - (449,654) - -
2,519,505 14,157,336 {2,006,620) 14,670,221 109,141
Net pension liability 3,181,118 - {(352,189) 2,828,929 -
Total long-term liabilities $ 5,700,623 $ 14,157,336 $ (2,358,809) $ 17,499,150 $ 109,141
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The annual debt service requirements for the outstanding bonds as of June 30, 2022, net of bond premiums,
are as follows:

Total
Fiscal Year Principal Interest Requirements
2023 $ 105,417 $ 597,813 $ 703,230
2024 110,416 592,541 702,957
2025 115,417 587,021 702,438
2026 120,833 581,250 702,083
2027 130,417 575,209 705,626
2028-2032 742,917 2,772,916 3,515,833
2033-2037 954,166 2,567,292 3,521,458
2038-2042 1,210,000 2,303,729 3,513,729
2043-2047 1,541,250 1,970,104 3,511,354
2048-2052 1,968,334 1,543,834 3,512,168
2053-2057 2,515,416 999,812 3,515,228
2058-2062 2,441,667 308,375 2,750,042

$ 11,956,250 $ 15,399,896 $ 27,356,146

NOTE 8 - DEFERRED INFLOWS OF RESOURCES OTHER THAN PENSIONS

As of June 30, 2021, deferred inflows of resources other than pensions consisted of $279,940 from the sale of
cell tower lease rights.

NOTE 9 - NEVADA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Plan Description

The School contributes to the State of Nevada Public Employees Retirement System (PERS) a statewide, cost-
sharing, multiple-employer defined benefit plan administered by the State of Nevada that covers
substantially all employees of the School. PERS provides retirement, disability, and death benefits, including
annual cost of living adjustments, to plan members and their beneficiaries. Chapter 286 of the Nevada
Revised Statutes establishes the benefit provisions provided to the participants of PERS. These benefit
provisions may only be amended through legislation. PERS issues a publicly available financial report that
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includes financial statements and required supplementary information. That report is available on the web
at http://www.nvpers.org or by writing to the State of Nevada Public Employees Retirement System, 693
West Nye Lane, Carson City, NV 89703-1599 or by calling (775) 687-4200.

Benefits Provided

Benefits provisions of the defined benefit pension plan are established by Nevada Revised Statutes (NRS or
statute), which may be amended. Benefits are determined by the number of years of accredited service at
time of retirement and the member's highest average compensation in any 36 consecutive months with
special provisions for members entering the System on or after January 1, 2010, and on or after July 1, 2015.
Benefit payments to which participants or their beneficiaries may be entitled under the plan include pension
benefits, disability benefits, and survivor benefits.

Monthly benefit allowances for members are computed at 2.5% of average compensation for each accredited
year of service prior to July 1, 2001. For service eamed on and after July 1, 2001, this multiplier is 2.67% of
average compensation. For members entering the System on or after January 1, 2010, there is a 2.5%
multiplier, and for regular members entering PERS on or after July 1, 2015, there is a 2.25% multiplier. The
System offers several alternatives to the unmodified service retirement allowance which, in general, allow
the retired employee to accept a reduced service retirement allowance payable monthly during his or her
lifetime and various optional monthly payments to a named beneficiary after his or her death.

Post-retirement increases are provided by authority of NRS 286.575-.579.

Vesting

Regular members are eligible for retirement at age 65 with five years of service, at age 60 with ten years of
service, or at any age with thirty years of service. Regular members entering, the System on or after January
1, 2010, are eligible for retirement at age 65 with five years of service, or age 62 with ten years of service, or
any age with thirty years of service. Regular members who entered the System on or after July 2015, are
eligible for retirement at age 65 with five years of service, or at age 62 with ten years of service or at age 55
with 30 years of service or any age with 33 1/3 years of service.

The normal ceiling limitation on monthly benefit allowances is 75% of average compensation. However, a
member who has an effective date of membership before July 1, 1985, is entitled to a benefit of up to 90% of
average compensation. Members become fully vested as to benefits upon completion of five years of service.

Contributions

Contribution provisions are specified by state statute and may be amended only by action of the State
legislature. Contribution rates are based on annual actuarial valuations and are expected to finance the costs
of benefits eamed by employees during the year, with an additional amount to finance a portion of the
unfunded accrued liability. New hires, in agencies which did not elect the Employer-Pay Contribution (EPC)
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plan prior to July 1, 1983, have the option of selecting one of two contribution plans. One plan provides for
matching employee and employer contributions, while the other plan provides for employer-pay
contributions only. Under the matching Employee/Employer Contribution (EE/ER) plan a member may,
upon termination of service for which contribution is required, withdraw employee contributions which
have been credited to their account. All membership rights and active service credit in the System are
canceled upon withdrawal of contributions from the member’s account. If EPC was elected, the member
cannot convert to the Employee/Employer Contribution plan.

The required contribution rates for the fiscal year ended June 30, 2022 was 15.50% for the EE/ER contribution
and 29.75% for the EPC contribution. The School’s contributions were $283,669 for the year ended June 30,
2022,

PERS Investment Policy

PERS’ policies which determine the investment portfolio target asset allocation are established by the PERS
Board. The asset allocation is reviewed annually and is designed to meet the future risk and return needs
of the System.

The following was the PERS Board’s adopted policy target asset allocation as of June 30, 2021:

Long-Term

Target Geometric Expected

Asset Class Allocation Real Rate of Return
U.S. Stocks 42% 5.50%
International Stocks 18% 5.50%
U.S. Bonds 28% 0.75%
Private Markets 12% 6.65%

100%

Net Pension Liability

At June 30, 2022, the School reported a liability of $2,184,898 for its proportionate share of the net pension
liability. The net pension liability was measured as of June 30, 2021 and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date. The School's
proportion of the net pension liability was based on the School’s share of contributions in the PERS pension
plan relative to the total contributions of all participating reporting units and members. At June 30, 2021,
the School’s proportion of the regular plan was .02395%, compared to its .02031% proportion measured as
of June 30, 2019, a decrease of .00085.
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the School calculated using the discount rate of 7.25%. The
following also reflects what the School’s net pension liability would be if it were calculated using a discount
rate that is 1.00 percentage point lower (6.25%) or 1.00 percentage point higher (8.25%) than the current
discount rate of 7.25%.

1% Decrease in 1% Increase in
Discount Rate Discount Rate Discount Rate
{6.25%) (7.25%) (8.25%)
Net Pension Liability $ 4350062 $ 2,184,898 % 398,815

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the Comprehensive
Annual Financial Report, available on the NVPERS website.

Actuarial Assumptions

The System’s net pension liability was measured as of june 30, 2021, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date.

The total pension liability was determined using the following actuarial assumptions, applied to all periods
included in the measurement:

Investment rate of return 7.25% per year.

Salary increases 4.20% t0 9.10% depending on service.

Inflation rate 2.50% per year.

Productivity pay increase 0.50%

Other assumptions Same as those used in the june 30, 2021
funding actuarial valuation.

Actuarial assumptions used in the June 30, 2021 valuation were based on the results of the experience study
for the period July 1, 2016 through June 30, 2020.

The discount rate used to measure the total pension liability was 7.25% as of June 30, 2021. The projection of

cash flows used to determine the discount rate assumed that employee and employer contributions will be

made at the rate specified in statute. Based on that assumption, the pension plan’s fiduciary net position was

projected to be available to make all projected future benefit payments for current active and inactive
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employees. Therefore, the long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.

Pension Expense, Deferred Outflows and Inflows of Resources Related to Pensions

For the year ended June 30, 2022, the School recognized pension expense of $3,204. As of June 30, 2022, the
School reported deferred outflows of resources and deferred inflows of resources related to pensions from
the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference between expected and actual experience $ 242020 $ 15,377
Changes in assumptions 725,424 -
Net difference between projected and actual earnings
on pension plan assets - 1,782,807
Changes in proportion and differences between the
District's contributions and proportionate share
of contributions 444,242 338,668
The District's contributions subsequent to the
measurement date 283,669 -

$ 1695355 $ 2,136,852

The School’s contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ending June 30, 2023. Other amounts reported as deferred outflows of resources
and (deferred inflows) of resources related to pensions will be recognized in pension expense as follows:

Years Ending
June 30 Amount
2023 $ (243,664)
2024 (243,725)
2025 (249,963)
2026 (258,746)
2027 236,614
2028 34,318

$ (725,166
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NOTE 10 - RISK MANAGEMENT

The School is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions and natural disasters for which the School carries commercial insurance. There have
been no significant reductions in coverage from the prior year and settlements have not exceeded coverage
in the past three years.

NOTE 11 - PUPIL-CENTERED FUNDING PLAN FOR FINANCING EDUCATION

During the 2019 State legislative session, Senate Bill 543 created the new Pupil-Centered Funding Plan
(PCFP), effective July 1, 2021. The PCFP replaces the Nevada Plan formula, which had been in existence since
the late 1960’s. Under the PCFP all state and local funding for education flow through the newly created
State Education Fund (SEF), a special revenue fund of the State of Nevada. Accordingly, taxes generated
locally in support of education are now remitted to the State and then distributed to the districts and charter
schools through the PCFP funding formula.

In addition to the SEF, an Education Stabilization Account (ESA) was established. The purpose of this fund
is to receive school district surplus funds. Transfers by school districts to this fund are required if a district's
fund balances exceeds 16.6% of total budgeted expenditures compared with the same calculation for FY20.

The PCFP is comprised of a statewide base per pupil funding amount, determined for the biennium during
its respective legislative session. Certain cost adjustment factors are then applied to equitably adjust the per
pupil funding for each school district and charter schools, resulting in an adjusted base per pupil funding.
This per pupil amount may then be increased for certain auxiliary services provided to pupils, such as
transportation and food services. This component of the PCFP funding is unrestricted General Fund revenue.

Additional weighted funding included in the PCFP are restricted amounts for certain student groups,
including English learners, at-risk, and gifted and talented students. Special education funding is not
currently part of the PCFP. The funding is based on the number of special education students in each district
or charter school, subject to certain limitations and/or provisions.

Finally, pursuant to NRS 387.1246, the Commission on School Funding was created. The Commission’s
duties include providing guidance to the school districts and the Nevada Department of Education as the
PCFP is being implemented. The Commission will also monitor the impact of the implementation and
provide recommendations for improvement.
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HIGH DESERT MONTESSORI SCHOOL

BUDGETARY COMPARISON SCHEDULE - GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2022
(WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED JUNE 30, 2021)

REVENUES

Local sources:
Charges for services
Rental income, net
Donations and fundraising
Investment income

State sources:
Pupil-Centered Funding Plan
Pupil-Centered Funding Plan, restricted
Special Education State allocation
Distributive School Account

Federal sources:
Federal grants

Total Revenues

EXPENDITURES
Current
Instruction
Regular programs
Special programs
Total Instruction

Support Services
Administration
Operations and maintenance
Student support
Other support
Nutrition services

Total Support Services

Capital Outlay

Continued on next page.

VARIANCE 2021
ORIGINAL  FINAL TOFINAL  ACTUAL
BUDGET BUDGET ACTUAL BUDGET (Memo Only)
$ 701,000 $ 678650 $ 668983 $  (9,667) $ 327,008
30,000 11,250 8,440 (2,810) -
23,000 31,260 36,174 4,914 34,606
. 1,910 4,752 2,842 10,156
754,000 723,070 718,349 (4,721) 371,770
3,081,235 2,582,748 2,541,252 (41,496) -
- 430,665 216,318 (214,347) -
152,565 158,565 158,565 - 152,565
- - . - 2,753,025
3,233,800 3,171,978 2,916,135 (255,843) 2,905,590
88,203 1,001,092 1,302,687 301,595 97,007
4,076,003 4,896,140 4,937,171 41,031 3,374,367
1,558,457 1,667,479 1,603,641 63,838 1,399,345
242,833 568,017 374,789 193,228 194,440
1,801,290 2,235,496 1,978,430 257,066 1,593,785
608,943 715,942 712,953 2,989 1,305,970
213,269 294,375 293,286 1,089 217,235
200,987 124,126 122,166 1,960 127,138
468,755 574,656 571,241 3,415 356,455
1,612 385,899 382,183 3,716 -
1493566 2,094,998 2,081,829 13,169 2,006,798
. 8,073,403 8,131,682 (58,279) 2,033,057




HIGH DESERT MONTESSORI SCHOOL

BUDGETARY COMPARISON SCHEDULE - GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2022
(WITH COMPARATIVE ACTUAL AMOUNTS FOR THE YEAR ENDED JUNE 30, 2021)

VARIANCE 2021
ORIGINAL FINAL TOFINAL  ACTUAL
BUDGET BUDGET ACTUAL BUDGET (Memo Only)

Debt Service
Principal $ 791,290 § 57665 $ 57665 §$ - $ 2,006,620
Interest - 659,484 659,484 - 209,550
Other 17,046 17,046 - -
Total Debt Service 791,290 734,195 734,195 - 2,216,170
Total Expenditures 4,086,146 13,138,092 12,926,136 211,956 7,849,810
Excess (Deficiency) of Revenue
Over (Under) Expenditures (10,143)  (8,241,952)  (7,988,965) 252,987 {4,475,443)
OTHER FINANCING SOURCES (USES)
Sale of capital assets - 1,086,030 1,086,030 - -
Proceeds from loans - - - - 1,150,000
Proceeds from bond issues - - - - 11,965,000
Bond premium - 25,818 - (25,818) 1,042,336
PPP loan forgiveness - - - - 449,654
- 1,111,848 1,086,030 (25,818) 14,606,990
Net Change in Fund Balance (10,143) (7,130,104}  (6,902,935) 227,169 10,131,547
FUND BALANCE, July 1, 11,026,890 11,026,890 11,026,887 (3) 895,340
FUND BALANCE, June 30, $11,016,747 $ 3,896,786 $ 4,123952 $ 227,166 $11,026,887




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
High Desert Montessori School
Reno, Nevada

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 the governmental
activities, each major fund, and the aggregate remaining fund information of the High Desert
Montessori School (the School) as of and for the year ended June 30, 2022, and the related notes to the
financial statements, which collectively comprise the School’s basic financial statements and have
issued our report thereon dated December 20, 2022.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School’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 opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the School’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the School’s internal
control.

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. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School’s financial statements are free of
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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the School’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 School’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Reno, Nevada
December 20, 2022
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STATUTE COMPLIANCE

Current Year

Our comments related to the School’s compliance with significant statutory constraints are reported in
Note 2 to the financial statements.

Progress on Prior Year

Potential violations due to expenditures exceeding appropriations were reported in the financial
statements for the year ended June 30, 2021, and have also been reported for the year ended June 30,

2022.

AUDIT RECOMMENDATIONS

Current Year

There are no recommendations of the magnitude which we consider necessary for inclusion in this
report as of or for the year ended June 30, 2022.

Prior Year

There were no recommendations of the magnitude considered necessary for inclusion in the report as of
or for the year ended June 30, 2021.
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