





















































GRANITE STATE ARTS ACADEMY
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended June 30, 2019

Due from State of New Hampshire

Receivables due from the State of New Hampshire (Department of Education) at June 30, 2019 consists
of the final fiscal year 2019 Adequacy Aid Funding distribution.

Deposits held by Others

Deposits held by others at June 30, 2019 consists of a security deposit paid to the Academy’s landlord in
accordance with the existing lease agreement.

Capital Assets

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

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated capital assets are recorded at their acquisition value as of the date
received. The Academy does not maintain a capitalization threshold regarding the dollar value or
estimated useful lives of the assets. Improvements are capitalized; the costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend an asset’s life are not.

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

Description Years
Equipment 5-20
Furniture and Fixtures 5-10
Leasehold improvements 12

Accrued Liabilities and Long-Term Obligations

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

Net Position

Net position represents the difference between assets and deferred outflows of resources, and liabilities
and deferred inflows of resources. Net investment in capital assets consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances on any borrowings used for the
acquisition, construction or improvement of those assets. Net position is reported as restricted when there
are limitations imposed on their use either through the enabling legislation adopted by the Academy or
through external restrictions imposed by creditors, grantors or laws or regulations of other governments.
Unrestricted net position is the residual amount of the assets, deferred outflows of resources, liabilities
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GRANITE STATE ARTS ACADEMY
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended June 30, 2019

and deferred inflows of resources that are not included in the determination of net investment in capital
assets or the restricted components of net position.

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

Fund Balance Policy

As of June 30, 2019, the Academy has not adopted a formal fund balance policy. Under GASB
Statement 54, Fund Balance Reporting and Governmental Fund Type Definitions, the Academy has
segregated fund balance into five classifications: Nonspendable, Restricted, Committed, Assigned, and
Unassigned. These components of fund balance are defined as follows:

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

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

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

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

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

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

Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America require management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results may differ from those estimates.
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GRANITE STATE ARTS ACADEMY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended June 30, 2019

NOTE 2—DEPOSITS

Deposits as of June 30, 2019, are classified in the accompanying financial statements as follows:

Statement of Net Position:
Cash and cash equivalents $ 72,236

Deposits at June 30, 2019 consist of the following:

Cash on hand $ 425
Deposits with financial institutions 71,811
§ 72,236

As of June 30, 2019, the Academy has not formally adopted an investment policy that limits allowable
deposits of the Academy. The Academy’s deposits with financial institutions consist solely of demand
deposits at year end.

Custodial Credit Risk

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

NOTE 3—CAPITAL ASSETS
The following is a summary of changes in capital assets of the governmental activities:

Balance Balance
July 1,2018 Additions Reductions June 30,2019

Capital assets:

Equipment $ 63,147 $ 63,147
Furniture and fixtures 51,228 51,228
Leasehold improvements 51,393 51,393
Total capital assets at historical cost 165,768 $ - $ - 165,768
Less accumulated depreciation for:
Equipment (44,343) (12,232) (56,575)
Furniture and fixtures (14,986) (6,188) (21,174)
Leasehold improvements (4,283) (4,283) (8,566)
Total accumulated depreciation (63,612) (22,703) - (86,315)
Total capital assets, net $ 102,156 $ (22,703) $ - $ 79,453
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GRANITE STATE ARTS ACADEMY
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended June 30, 2019

Depreciation expense was charged to governmental functions as follows:

Instruction $ 14,323
General administration 3,714
Operation and maintenance of plant 4,283
Food Service 383

s 22,703

NOTE 4—SHORT-TERM OBLIGATIONS

In June 2017, the Academy entered into an agreement with its primary financial institution for a working
line of credit. The terms of the agreement state a $50,000 available credit limit. The interest rate on the
line of credit is 6.50% at June 30, 2019. The line of credit is secured by all of the Academy’s business
assets. At June 30, 2019, the Academy has withdrawn $32,500 of its available credit line.

Changes in the Academy’s short-term obligations for the year ended June 30, 2019 are as follows:

Balance Balance
July 1,2018  Additions Reductions June 30, 2019

Governmental activities:
Line of credit $ 32,500 $ - $ - $ 32,500

NOTE 5—LONG-TERM OBLIGATIONS
Changes in Long-Term Obligations
The changes in the Academy’s long-term obligations for the year ended June 30, 2019 are as follows:

Balance Balance Due Within
July 1.2018  Additions Reductions  June 30,2019  One Year

Governmental activities:
Notes payable $§ 19,346 $ - $  (3,902) $ 15444 § 4,081

Note Payable
The outstanding note payable at June 30, 2019 is comprised of the following:

Note payable for back rent payoff due in monthly installments
of $391, including interest at 4.50%; through January 2023, § 15,444

Debt service requirements to retire the outstanding note payable at June 30, 2019 are as follows:
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GRANITE STATE ARTS ACADEMY
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended June 30, 2019

Year Ended
June 30 Principal Interest Totals
2020 $ 4,081 $ 613 $ 4,694
2021 4,269 425 4,694
2022 4,465 229 4,694
2023 2,629 40 2,669

$ 15,444 $ 1,307 $§ 16,751

NOTE 6—LEASE COMMITMENTS
Rental Agreement

On May 24, 2016, the Academy entered into a new long-term lease agreement for its new operating
facility which commenced on September 1, 2016 and continues for a period of twelve years and ten
months, expiring on June 30, 2029. Payments under the terms of the agreement will be at an initial base
rent of $6.58 per square foot and increase by $0.16 to $0.75 per square foot annually as of each
September 1%, Total rental payments under the terms of the agreement for the year ended
June 30, 2019 were $141,337.

Future minimum annual commitments for rental payments at June 30, 2019 are as follows:

Year Ended
June 30 Amount

2020 $ 146,497
2021 151,248
2022 159,959
2023 169,461
2024 182,923

2025-2029 1,124,463

$ 1,934,551

NOTE 7—RISK MANAGEMENT

The Academy is exposed to various risks of losses related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. For the fiscal year ended
June 30, 2019, the Academy purchased commercial insurance to manage risks related to property and
liability and worker’s compensation claims.

NOTE 8—SIGNIFICANT CONCENTRATION OF REVENUE RISK

As a public charter school, the Academy annually receives adequacy and differentiated aid funding from
the State of New Hampshire Department of Education on a per pupil basis of average daily membership
attendance at a rate determined by the State. Total adequacy and differentiated aid funding received for
the year ended June 30, 2019 was $836,884 which is approximately 82% of total Governmental Activities
and General Fund revenues.
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GRANITE STATE ARTS ACADEMY

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

For the Year Ended June 30, 2019

NOTE 9—CONTINGENCIES

Litigation

In the opinion of Academy management, any potential claims against the Academy, which are not

covered by insurance or included as a liability in these financial statements are immaterial and would not
affect the financial position of the Academy.
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SCHEDULE 1

GRANITE STATE ARTS ACADEMY

Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual (Budgetary Basis) - General Fund

For the Year Ended June 30, 2019

Variance with

Budgeted Amounts Final Budget -
Actual Favorable
Original Final Amounts (Unfavorable)
Revenues:
Intergovernmental $ 865,700 $ 865,700 $ 836,884 $ (28,816)
Charges for services 61,170 61,170 75,403 14,233
Interest income 791 791
Miscellaneous 48,397 48,397 111,674 63,277
Total Revenues 975,267 975,267 1,024,752 49,485
Expenditures:
Current operations:
Instruction 575,011 575,011 561,787 13,224
General administration 184,893 184,893 277,556 (92,663)
Operation and maintenance of plant 224,458 224,458 235,434 (10,976)
Food service 817 817)
Debt service:
Principal retirement 4,694 4,694 3,902 792
Interest and fiscal charges 1,896 1,896 2,791 (895)
Total Expenditures 990,952 990,952 1,082,287 (91,335)
Net change in fund balance (15,685) (15,685) (57,535) (41,850)
Fund balance at beginning of year
- Budgetary Basis 167,678 167,678 167,678 -
Fund balance at end of year
- Budgetary Basis $ 151993 § 151,993 $ 110,143 $ (41,850)

See accompanying notes to the required supplementary information
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GRANITE STATE ARTS ACADEMY
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
For the Year Ended June 30, 2019

NOTE 1—BUDGET TO ACTUAL RECONCILIATION

Amounts recorded as budgetary amounts in the Schedule of Revenues, Expenditures and Changes in Fund
Balance — Budget and Actual (Budgetary Basis) — General Fund (Schedule 1) are reported on the basis
budgeted by the Academy. Those amounts may differ from those reported in conformity with accounting
principles generally accepted in the United States of America in the Statement of Revenues, Expenditures
and Changes in Fund Balances — Governmental Funds (Exhibit D). There were no such budgetary
differences to be reported for the year ended June 30, 2019.
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