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ICENTI ¢ LLOYD ¢ STUTZMAN ..»

SINESS CONSULTANTS AND CPASs

INDEPENDENT AUDITORS’ REPORT

Board of Directors
California Montessori Project
Elk Grove Campus

4718 Engle Road
Carmichael, CA 95608

We have audited the accompanying financial statements of the governmental activities, the major fund and fiduciary
funds of the California Montessori Project - Elk Grove Campus (a California public charter school operated by
California Montessori Project) (the School) as of and for the year ended June 30, 2008 as listed in the table of
contents. These financial stalements are the responsibility of the School's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

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. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis. evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall basic financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the major fund and the fiduciary fund of the School as of June 30, 2008, and
the changes in financial position for the fiscal year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 3, 2008 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 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 internal contro! over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.
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Board of Directors
California Montessori Project
Elk Grove Campus

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
School’s basic financial statements. The management’s discussion and analysis, and supplementary schedules are
presented for purposes of additional analysis and are not a required part of the basic financial statements. The
supplementary information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the financial statements taken as a
whole. The management’s discussion and analysis has not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we express no opinion on it.

it 2t 26 cop

VICENTI, LLOYD & STUTZMAN LLP

November 3, 2008



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

MANAGEMENT’S DISCUSSION AND ANALYSIS

June 30, 2008

INTRODUCTICN

QOur discussion and analysis of California Montessori Project - Elk Grove Campus (the School) financial
performance provides an overview of the School’s financial activities for the fiscal year ended June 30,
2008. It should be read in conjunction with the School’s financial statements, which follow this section.

The Management’s Discussion and Analysis (MD&A) is an element of the new reporting model adopted
by the Governmental Accounting Standards Board (GASB) in their Statement No. 34, Basic Financial
Statements — and Management's Discussion and Analysis — for Siate and Local Governments, issued June
1999; and GASB Statement No. 37, Basic Financial Statement — and Management Discussion and
Analysis — for State and Local Governments: Omnibus, an amendment to GASB Statement No. 21 and
No. 34, issued in June 2001

FINANCIAL HIGHLIGHTS
1. Total net assets were $1,284,155 at June 30, 2008.
2. Overall revenues were $2,095,085, which was greater than the expenditures of $1,982,437.
3. The overall enrollment for the California Montessori Project (the Organization) increased from

1305 students in 2006-07 to 1328 students in 2007-08. The October 2007 CBEDS enrollments at
CMP — Elk Grove Campus Charter School was reported at 261.



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2008

OVERVIEW OF FINANCIAL STATEMENTS

This annual report consists of three parts — management’s discussion and analysis (this section), the basic
financial statements, and required supplementary information.

The three sections together provide a comprehensive overview of the School. The basic financial
statements are comprised of two kinds of statements that present financial information from different
perspectives:

1. Government-wide financial statements, which comprise the first two statements, provide both
short-term and long-term information about the entity’s overall financial position.

2. Fund financial statements focus on reporting the individual parts of the School operations in
more detail. The fund financial statements comprise the remaining statements.

=  Governmental funds statements tell how general government services were financed in the
short term as well as what remains for future spending,.

=  Fiduciary fund statements provide information about the financial relationships in which the
School acts solely as a trustee or agent for the benefit of others, 1o whom the resources
belong.

The financial statements also include notes that explain some of the information in the statements and
provide more detailed data. The basic financial statements are followed by a section of required
supplementary information that further explains and supports the financial statements.

Government-Wide Statements

The government-wide statements report information about the School as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets includes all of the
government’s assets and liabilities. All of the current year’s revenues and expenses are accounted for in
the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the School’s net assets and how they have changed. Net
assets, the difference between the assets and liabilities, is one way to measure the School’s financial
health or position.

= QOver time, increases or decreases in the School’s net assets are an indicator of whether its
financial health is improving or deteriorating, respectively.

= To assess the overall health of the School, one needs to consider additional non-financial
factors such as changes in enrollment, changes in the property tax base, and changes in
program funding by the Federal and State governments, and condition of facilities.



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2008

OVERVIEW OF FINANCIAL STATEMENTS (continued)

The government-wide financial statements of the School include government activities. Most of the
Charter’s basic services are included here, such as regular education, food service, maintenance and
general administration. Revenue limits funding, and federal and state grants finance most of these
activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the School’s most significant funds,
not the School as a whole. Funds are accounting devises that the School uses to keep track of specific
sources of funding and spending for particular programs. Some funds are required to be established by
state law and by bond covenants. The Board of Directors establishes other funds to control and manage
money for particular purposes or to show that the School is meeting legal responsibilities for using certain
revenues. The School has two kinds of funds:

1. Governmental funds - Most of the School’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted to
cash flow in and out and (2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps
you determine whether there are more or fewer financial resources that can be spent in the near
future to finance the Charter’s programs. Because this information does not encompass the
additional long-term focus of the government-wide statements, we provide additional information
at the bottom of the government funds staternents that explains the relationship (or differences)
between them.

2. Fiduciary funds — the School is the trustee, or fiduciary, for assets that belong to others; for the
Charter, the student body activities fund is an agency fund. The School is responsible for ensuring
that assets reported in these funds are used only for their intended purposes and by those to whom
the assets belong. All of the School’s fiduciary activities are reported in a separate statement of
fiduciary net assets and a statement of changes in fiduciary net assets. We exclude these activities
from the School-wide financial statements because the School cannot use the assets to finance its
operations.



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2008

FINANCIAL ANALYSIS OF THE ENTITY AS A WHOLE
Net Assets

The School’s net assets were $1,284,155 at June 30, 2008. See table 1.

Table 1;: Net Assets

Total Percentage

Governmental Activities Change
2008 2007 2008-2007
Assets
Cash § 837,984 $ 784,095 7 %
Accounts Receivable 190,404 163,421 17
Prepaid Expenses 32,096 32,096 -
Capital Assets, Net of
Accumulated Depreciation 281,091 290,353 (3)
TOTAL ASSETS 1,341,575 1,269,965 6
Liabilities
Accounts Payable 5,089 8,906 (43)
Compensated Absences 42,040 26,109 61
Current portion of long-term liabilities
Capital leases 10,291 20,335 (49)
TOTAL LIABILITIES 57.420 33,350 __ 4
Net Assets
Invested in Capital Assets, Net
of Related Debt 270,800 270,018 -
Restricted 38,805 938,782 (96)
Unrestricted 974,550 5,815 16,659
TOTAL NET ASSETS $1,284,155 $1,214,615 6 %




CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2008

FINANCIAL ANALYSIS OF THE ENTITY AS A WHOLE (continued)

Changes in Net Assets

The School’s total revenues were $2,095,085. This is the sum of all program revenues and all general
revenues. A large portion of the 2007-08 revenue was based on ADA., The largest portion of the
unrestricted revenue comes from State aid and property taxes (66%).

The total cost of all programs and services was $1,982,437. The School’s expenses are predominately
related to educating and caring for students (80%). Administrative activities accounted for just 9% of total
costs. The remaining expenses were for plant services (maintenance and operations).

Table 2: Changes in Net Assets

Total Percentage

Governmental Activities Change
2008 2007 2008-2007
Revenues
Program Revenues:
Charges for Services § 64,004 § 76,634 (16) %
Operating Grants & Contributions 49,811 03,746 47
General Revenues
State Aid 1,021,783 1,019,177 -
Property Taxes 368,807 360,457 2
Other Federal Sources 390,995 - N/A
Other State Sources 25,990 829,779 (97)
Local Sources 150,746 02,617 63
Interest 22,349 18,558 20
TOTAL REVENUES 2,095,085 2,490,968 (16)
Program Expenses
Instruction 1,251,028 1,020,431 23
Instruction-Related Services 284,977 209,575 36
Pupil Services 59,562 53,019 12
General Administration 186,935 174,959 7
Plant Services 183,003 257,512 (29)
Debt Service - interest 570 1,766 (68)
Depreciation 16,362 16,125 1
TOTAL EXPENSES 1,982,437 1,733,387 14
INCREASE IN NET ASSETS  $ 112,648 § 757.581 (83) %




CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2008

FINANCIAL ANALYSIS OF THE ENTITY AS A WHOLE (continued)

Governmental Activities

The cost of all governmental activities this year was $1,982,437.

Table 3 presents the cost of each of the School’s functions as well as each function’s net cost (total cost
less fees generated by the activities and intergovernmental aid). The net cost reflects what was funded by

charges for services, operating grants and capital grants and contributions.

Table 3: Net Cost of Governmental Activities

Total Cost of Services Net Cost of Services

2008 2007 2008 2007
Instruction $1,251,028 $ 1,020,431 $(1,136,613) $ (850,081
Instruction-Related Services 284,977 209,575 (284,977) (209,575)
Pupil Services 59,562 53,019 (59,562) (53,019)
General Administration 186,935 174,959 (186,935) (174,959)
Plant Services 183,003 257,512 (183,003) (257,512)
Interest on long-term debt 570 1,766 (570) (1,766)
Depreciation 16,362 16,125 (16,362) (16,125)
TOTAL $1,982.437 $1,733,387 $(1,868,022) $ (1,563,037)




CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2008

FINANCIAL ANALYSIS OF THE CHARTER’S FUNDS

The solid financial performance of the School as a whole is reflected in its governmental funds as well.
The School’s Special General Fund is used to report the majority of the activities of the School. The
student body funds are maintained separately. As the School completed the year, its governmental funds
reported a fund balance of $1,055,395, which is based on the School’s conservative spending practices,
and, further, reflects the School’s commitment to fiscal solvency for future years. The CMP administrative
team and Governing Board recognize that a healthy fund balance is especially critical to the continued
operation of Charter Schools, due to the volatility of laws and regulations which impact Charter funding.

The net difference between original and final budget amounts was $(185,653). The difference was due io
changes when the State budget was adopted (vs. what was initially anticipated) and revisions that took
place over the course of the fiscal year. Also, the net difference between actual and budgeted amounts was
50.

General Fund Budgetary Highlights

Over the course of the year, the School revises its annual budget to reflect unexpected changes in revenues
and expenditures. The final amendment to the budget was approved September 2008. A schedule of the
School’s original and final budget amounts compared with actual revenues and expenses is provided in the
supplemental section of the audited financial report.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At June 30, 2008, the School had invested $281,091 in a broad range of capital assets, including the
portable buildings and building improvements. See Table 4. More detailed information about the School’s
capital assets is presented in the notes to the financial statements. The Charter’s fiscal year 2009 budget
projects spending of $0 for capital projects. Further budget revisions may occur to reflect the potential
purchase of a new campus and facility to serve the students of the Elk Grove Charter.



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

MANAGEMENT'’S DISCUSSION AND ANALYSIS
June 30, 2008

CAPITAL ASSETS AND DEBT ADMINISTRATION (continued)

Table 4: Capital Assets

Total Percentage

Governmental Activities Change

2008 2007 2008-2007
Buildings £ 201,108 § 201,108 - %
Building Improvements 148,428 141,328 5
Totals at Historical Cost 349,536 342,436 2
Total Accumulated Depreciation 68,445 52,083 31
TOTAL CAPITAL ASSETS § 281,091 $ 290,353 (3) %

Long-Term Debt

At year end, the School had $20,335 in debt, consisting of a capital lease. See Table 5. More detailed
information about the School’s debt is presented in the notes to the financial statements.

Table 5: Long-Term Debt

Total Percentage

Governmental Activities Change
2008 2007 2008-2007
Capital Leases § 10,291 $ 20,335 (49) %

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

At the time these financial statements were prepared and audited, the Charter was aware of several
circumstances that could affect its future financial health:

1. CMP Charter Authorization: With the ongoing demand of reporting to four separate District
authorizers, and other responsibilities related to CMP’s re-organization, efficiency and operation
within the Central Office will continue to be addressed in 2008-2009.

-10-



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2008

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES (continued)

2. The uncertainty of federal and state funding can have a profound impact on the financial health of
the Charter. State budget cuts have impacted the Organization’s revenue by approximately 7%.
The CMP leadership team is confident that the Organization will be able to maintain the integrity
of program, while accommodating this decrease in revenue, as well as anticipated midyear budget
cuts.

3. The 2008 CBEDS report for CMP-Elk Grove identifies 290 students enrolled, which reflects an
increase of 29 students from the prior year.

4. The Organization will be accessing approximately $6 million in Proposition 55 state facilities
funds to be applied toward the property acquisition and school construction for the Shingle
Springs Campus. 50% of those monies will be released in the form of a low-interest loan, with the
repayment schedule commencing one year following the completion of construction. It is
anticipated that school facilities construction would be completed in time for the 2010-11 school
year.

CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, parents, participants, investors and
creditors with a general overview of the School’s finances and to demonstrate the School’s accountability

for the money it receives. If you have questions about this report, or need additional financial information,
contact the Executive Director at 4718 Engle Road, Carmichael, CA 95608 (916) 971-2432.

-11 -



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

GOVERNMENT-WIDE STATEMENT OF NET ASSETS
June 30, 2008

Governmental
Activities
Assets
Cash in County Treasury 3 836,742
Cash on hand and in banks 1,242
Accounts receivable;
State governments 172,925
Miscellaneous 17,479
Deposits and prepaid assets 32,096
Capital assets, net 281.091
Total assets 1,341,575
Liabilities
Accounts payable 5,089
Compensated absences 42,040
Current portion of long-term liabilities:
Capital leases 10,291
Total liabilities 57,420
Net Assets
Invested in capital assets, net of related debt 270,800
Restricted 38,805
Unrestricted 974,550
Total net assets $ 1,284,155

The accompanying notes are an integral part of these financial statements.

-12-



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

GOVERNMENT-WIDE STATEMENT OF ACTIVITES
For the Fiscal Year Ended June 30, 2008

Net (Expense)
Revenue and
Changes in Net

Program Revenues Assets
Operating Capital Grants
Charges for Grants and and Governmental

Functions Expenses Services Contributions Contributions Activities
Governmental activities:

Instruction $ 1,251,028 § 64,604 3 49811 § - 8 (1,136,613)
Instruction-related services 284,977 (284,977)
Pupil services 59,562 (59,562)
General administration 186,935 (186,935)
Plant services 183,003 (183,003)
Debt service - interest 570 (570)
Depreciation - unallocated 16,362 (16,362)
Total governmental activities $ 1982437 § 64,604 3§ 49811 § - (1,868,022}

General revenues:

State aid 1,021,783
Property tax revenue 368,807
Other state sources 390,995
Federal sources 25,990
Local sources 150,746
Interest income 22,349
Total general revenues 1,980,670
Changes in net assets 112,648

Net assets - beginning 1,214,615
Adjustment for restatement (note 8) (43,108)

Net assets - beginning, restated 1,171,507
Net assets - ending § 1,284,155

The accompanying notes are an integral part of these financial statements.
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CALIFORNIA MONTESSORI PROJECT

ELK GROVE CAMPUS
BALANCE SHEET - ALL GOVERNMENTAL FUNDS
June 30, 2008
Governmental
Fund Type
General
Fund
ASSETS
CURRENT ASSETS:
Cash in County Treasury 3 836,742
Cash on hand and in banks 1,242
Accounts receivable:
State governments 172,925
Miscellaneous 17,479
Deposits and prepaid assets 32,096
Total Current Assets § 1,060,484
LIABILITIES AND NET ASSETS
Accounts Payable 5,089
TOTAL LIABILITIES 5,089
FUND BALANCE
Reserved 32,096
Restricted 38,805
Undesignated 984,494
TOTAL FUND BALANCE 1,055,395
TOTAL LIABILITIES
AND FUND BALANCE $ 1,060,484

The accompanying notes are an integral part of these financial statements.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
June 30,2008

Total fund balances-governmental funds $ 1,053,395

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

Capital assets used for governmental activities are not financial
resources and therefore are not reported as assets in governmental
funds. These assets consist of:

Buildings, net 132,663
Building improvements, net 148,428
Total capital assets 281,091

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

Long-term debt (10,291)
Total long-term debt (10,291)

Some items reported in the statement of activities do not require
the use of current financial resources and therefore are not
reported as expenditures in governmental funds. These activities

consist of?
Compensated absences (42,040)
(42,040
Total net assets - governmental activities F 1,284,155

The accompanying notes are an integral part of these financial statements.

-15-



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - ALL. GOVERNMENTAL FUNDS

For the Fiscal Year Ended June 30, 2008

REVENUES

Revenue from State Aid and Property Taxes
Revenue from Other State Sources

Revenue from Federal Sources

Revenue from Local Sources

TOTAL REVENUES

EXPENDITURES

Instruction
Instruction-related services
Pupil services

General administration
Plant services

Debt service - principal
Debt service - interest

TOTAL EXPENDITURES

Excess of revenues over expenditures

Fund Balances at Beginning of Year
Adjustment [or Restatement (Note 8)
Fund Balances at Beginning of Year, Restated

Fund Balances at End of Year

Governmental
Fund Type

General
Fund

$ 1,390,590
390,995
25,990
287,510

2,095,085

1,235,097
284,977
59,562
186,935
190,103
10,044
370

1,967,288
127,797

970,706

(43,108)
927,598

$ 1,055,395

The accompanying notes are an integral part of these financial statements.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

RECONCILIATION OF THE GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES

For the Fiscal Year Ended June 30, 2008

Net change in fund balances - Total governmental funds

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

Governmental funds report capital outlay as expenditures. However,
in the statement of activities, the cost of those assets is allocated
over their useful lives as depreciation expense.

Capital outlay 7,100
Depreciation expense (16,362)

Excess of depreciation expense over capital outlay

Repayment of long-term debt is reported as an expenditure in
governmental funds, but the repayment reduces long-term
liabilities in the statement of net assets.

Long-term debt principal payments

Some itemns reported in the statement of activities do not require
the use of current financial resources and therefore are not
reported as expenditures in governmental funds. These activities
consist of;

Net increase in compensated absences

Change in Net Assets

The accompanying notes are an integral part of these financial statements.

-17-

g 127,797
(9,262)

10,044
(15,931)

g 112,648



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES - ALL AGENCY FUNDS
For the Fiscal Year Ended June 30, 2008

Balance Balance
June 30, 2007 Additions  Deductions June 30,2008
ELK GROVE CAMPUS:

ASSETS
Cash on Hand and in Banks 3 12640 8§ 77267 § 90917 % {1,010)
TOTAL ASSETS b 12,640 & 77267 § 90917 % (1,010)
LIABILITIES
Due to Student Groups 3 12,640 § 77267 § 90917 3§ (1,010)
TOTAL LIABILITIES g 12,640 § 77267 § 90917 § {1,010}

The accompanying notes are an integral part of these financial statements.

-18-



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The California Montessori Project, A California Charter School, Inc. (the Organization) was
formed to provide a Montessori based educational program to every child in the state of California.
The California Montessori Project — Elk Grove Campus (the School) was approved in 2006 by
Elk Grove Unified School District (the District) to operate as a separate Charter. The School site
is currently located in Elk Grove. The School is an operating segment of California Montessori
Project, Inc., a non-profit corporation. The School is funded principally through the California
Department of Education and the District. The School is governed by a Governance Board
consisting of one teacher, one parent, the District Superintendent or designee, one Montessori
community member, one business community member, one charter community member, and one
public member from the community at large. In addition, the currently employed Director(s) will
sit on the Governing Board as non-voting members.

The District has granted the charter through June 30, 2011, subject to amendment and renewal.
The charter may be revoked by the District only for material violations of the charter, failure to
meet student outcomes identified in the charter, failure to meet generally accepted standards of
fiscal management, or violation of any provisions of the law,

The School has a memorandum of understanding with the District whereby the School pays the
District 1% of the School’s per pupil revenues to provide administrative oversight.

The accounting policies of the School conform to generally accepted accounting principles as
prescribed by the Governmental Accounting Standards Board and the American Institute of
Certified Public Accountants. The School records financial transactions in accordance with the
policies and procedures of the Department of Education's California School Accounting Manual,
updated to conform to the financial and reporting requirements promulgated by the State
Department of Education.

A.  BASIS OF PRESENTATION:

The accompanying financial statements have been prepared in conformity with generally
accepted accounting principles as prescribed by the Governmental Accounting Standards
Board (GASB), including Statement No. 34, Basic Financial Statements and Management’s
Discussion and Analysis — for State and Local Governments and Audits of State and Local
Governmental Units issued by the American Institute of Certified Public Accountants. The
financial staternent presentation required by GASB No. 34 provides a comprehensive,
entity-wide perspective of the School’s financial activities.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

A.

BASIS OF PRESENTATION: (continued)

The entity-wide perspective enhances the fund-group perspective previously required.
Fiduciary activities are excluded from the basic financial statements. The Fiduciary
activities of the School’s component unit are reported separately in the Fiduciary Fund
statement. The School’s basic financial statements consist of government-wide statements,
including a statement of net assets and a statement of activities, and fund financial
statements,

I. Government-wide Financial Statements:

The statement of net assets and the statement of activities display information about
the School as a wheole. These statements include the financial activities of the
primary government. Fiduciary funds are excluded.

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

2. Fund Financial Statements:

During the year, the School segregates transactions related to certain School functions
or activities in separate funds in order to aid financial management and to
demonstrate legal compliance. Fund financial statements are designed to present
financial information of the School at this more detailed level. The focus of
governmental fund financial statements is on major funds. The fiduciary funds are
reported by type. The fund financial statement expenditures are presented in a
function-oriented format. The following is a brief description of the functions:
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

A,

BASIS OF PRESENTATION (continued)
2. Fund Financial Statements: (continued)

Instruction — includes the activities directly dealing with the interaction between
teachers and students.

Instruction-related services — includes supervision of instruction, instructional
library, media and technology, and school site administration.

Pupil services ~ includes home to school transportation, food services and other
pupil services.

General administration — includes data processing services and all other general
administration services.

Plant services — includes activities of maintaining the physical plant. This also
includes facilities acquisition and construction expenditures.

FUND ACCOUNTING:

To ensure compliance with the California Education Code, the financial resources of the
School are divided into separate funds for which separate accounts are maintained for
recording cash, other resources and all related liabilities, obligations and equities.

The statements of revenue, expenditures and changes in fund balance are statements of
financial activities of the particular fund related to the current reporting period,
Expenditures of the various funds frequently include amounts for land, buildings,
equipment, retirement of indebtedness, transfers to other funds, etc. Consequently, these
statements do not purport to present the result of operations or the net income or loss for the
period as would a statement of income for a profit-type organization. The modified accrual
basis of accounting is used for all governmental funds.

GOVERNMENTAL FUNDS - MAJOR

General Fund - the general operating fund of the School is used to account for all financial
resources except those are required to be accounted for in another fund.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

B.

FUND ACCOUNTING: (continued)
FIDUCIARY FUNDS

Student Fund - used to account for raising and expending money to promote the general
welfare, morale and educational experiences of the student body.

BASIS OF ACCOUNTING:

Basis of accounting refers to when revenues and expenditures or expenses are recognized in
the accounts and reported in the financial statements, Basis of accounting relates to the
timing of measurement made, regardless of the measurement focus applied.

Government-wide financial statements are prepared using the accrual basis of accounting.
Governmental funds use the modified accrual basis of accounting. Fiduciary funds use the
accrual basis of accounting. Differences in the accrual and the modified accrual basis of
accounting arise in the recognition of revenue, the recording of deferred revenue, and in the
presentation of expenses versus expenditures.

1. Cash and Cash Equivalents

The School’s cash and cash equivalents are considered to be cash on hand, demand
deposits and short-term investments with original maturities of three months or less
from the date of acquisition. Cash in the County treasury is recorded at cost, which
approximates fair value, in accordance with the requirements of GASB Statement
No. 31.

2. Receivables
Receivables are generally recorded when the amount is earned and can be estimated

3. Deposits and Prepaid Assets

Payments made to vendors for goods or services that will benefit periods beyond June
30, 2008, are recorded as prepaid items using the consumption method. A current
asset for the prepaid amount is recorded at the time of the purchase and an
expenditure/expense is reported in the year in which goods or services are consumed.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

C.

BASIS OF ACCOUNTING: (continued)

4,

Inventories

Values of instructional and operational supplies on hand at year end have not been
reflected in the General Fund financial statements; they are not considered material
and are expensed when incurred.

Capital Assets

Generally, 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 assets, but are not reported in the fund financial statements.

Capital assets are capitalized at cost (or estimated historical cost) and updated for
additions and retirements during the year. Donated fixed assets are recorded at their
fair market values as of the date received.

The School does not own any infrastructure as defined in GASB No, 34,
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
capitalized.

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 Estimated Lives
Buildings and Improvermnents 30 years
Tenant Improvements 7 years
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

C.

BASIS OF ACCOUNTING: (continued)

6.

Compensated Absences

In accordance with GASB Statement No. 16, accumulated unpaid employee vacation
benefits are recognized as a liability of the School. The current portion of the
liability, if material, is recognized in general fund at year-end. The entire
compensated absences liability is reported on the government-wide financial
statements.

Employees of the School are paid for days or hours worked based upon Board
approved schedules which include vacation. There was not a material amount of
unused vacation time at June 30, 2008. Sick leave is accumulated without limit for
each employee at the equivalent rate of one day for each full month of service. Sick
leave with pay is provided when employees are absent for health reasons.

Long Term Obligations

The School reports long-term debt of governmental funds at face value in the
governmeni-wide financial statements.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested
in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowings used for the
acquisition, construction or improvements of those assets. Net assets are reported as
restricted when there are limitations imposed on their use through external
restrictions imposed by donors, grantors or laws or regulations of other governments.

State Apportionments

Certain current year apportionments from the State are based upon various financial
and statistical information of the previous year. Second period to annual corrections
for revenue limits and other state apportionments (either positive or negative) are
accrued at the end of the fiscal year.
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CALIFORNIA MONTESSORI PROJECT
ELK GROYE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

C.

BASIS OF ACCOUNTING: (continued)

10.

11.

12.

Property Taxes

Secured property taxes attach as an enforceable lien on property as of March 1.
Taxes are levied on September 1 and are payable in two installments on or before
December 10 and April 10. Unsecured property taxes are not a lien against real
property and are payable in one installment on or before August 31. The County bills
and collects property taxes for all taxing agencies within the County and distributes
these collections to the various agencies. The sponsor agency of the School is
required by law to provide in lieu property tax payments on a monthly basis, from
August through July. The amount paid per month is based upon an allocation per
student, with a specific percentage to be paid each month.

On-Behalf Payments

GASB Statement No. 24 requires that direct on-behalf payments for fringe benefits
and salaries made by one entity to a third party recipient for the employees of another,
legally separate entity be recognized as revenue and expenditures by the employer
government,

The State of California makes direct on-behalf payments for retirement benefits to
the State Teachers Retirement System on behalf of all charter schools in California.
However, a fiscal advisory was issued by the California Department of Education
instructing Schocls not to record revenue and expenditures for these on-behalf
payments. The amount of on-behalf payments made for the School is estimated at
$17,000.

Budgets and Budgetary Accounting

State law requires that budgets be legally adopted by the Governing Board for all
governmental type funds. A summary of revenue and expenditures compared with
budget estimates is shown in the supplementary section for the general fund. The
School utilizes the County appropriation ledger and School prepared computer
reports for budgetary control.
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CALJFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

C. BASIS OF ACCOUNTING: (continued)
13.  Estimates

The preparation of the financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. Actual results may differ from those estimates

14,  Contributed Services

Generally accepted accounting principles require that contributions of donated
services that create or enhance non-financial assets or that require specialized skills,
are provided by individuals possessing those skills, and would typically need to be
purchased if not provided by donation, are to be recorded at fair value in the period
received. Although the School receives numerous hours of volunteer time, it is not
deemed necessary to record these hours on the books of the School based on the
above guidelines. In addition, the School receives donations of immaterial
equipment and supplies which are not recorded upon receipt.

NOTE 2 - DEPOSITS:

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the School’s deposits may not be
returned to it. The School does not have a deposit policy for custodial risk. As of June 30, 2008,
none of the School’s bank balance of $6,571 was exposed to credit risk.

Cash in County

In accordance with Education Code Section 41001, the School maintains substantially all of its
cash in the County Treasury as part of the common investment pool. These pooled funds are
carried at cost which approximates fair value. The fair market value of the School’s deposits in
this pool as of June 30, 2008, as provided by the pool sponsor, was approximately $836,742.

The County is authorized to deposit cash and invest excess funds by California Government Code
Section 53648 et. seq. The County is restricted by Government Code Section 53635 pursuant to
Section 53601 to invest in time deposits, U.S. government securities, state registered warrants,
notes or bonds, State Treasurer’s investment pool, bankers’ acceptances, commercial paper,
negotiable certificates of deposit, and repurchase or reverse repurchase agreements. The funds
maintained by the County are cither secured by federal depository insurance or are collateralized.
Interest earned is deposited quarterly into participating funds. Any investment losses are
proportionately shared by all funds in the pool.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 3 - FUND BALANCE (RESERVED/RESTRICTED/DESIGNATED):

Reservations and designations of the ending fund balance indicate the portions of fund balance not
appropriable for expenditure or amounts legally segregated for future uses, as indicated in the
financial statements. Designations of the ending fund balance indicate tentative plans for financial
resource utilization in a future period.

The reserved fund balance consists of the following:

General
Fund
Deposits and prepaid assets §__32,096
The restricted fund balance consists of the following:
General
Fund
Restricted programs $__ 38,805

NOTE 4 - LONG-TERM DEBT:

A.  Capital Leases

The School leases portables and equipment valued at $168,652 under agreements that
provide for title to pass upon expiration of the lease period. Future minimum lease payments
are as follows:

Year Ended
June 30 Lease Payments
2009 $10,614
Less amount representing interest (323)
Present value of net minimum lease payments $.10,291
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 4 - LONG-TERM DEBT: (continued)

B.  Changes in General Long-Term Debt
A schedule of changes in long-term debt for the year ended June 30, 2008, is shown below.,

Balance Balance
July 1, 2007 Additions Deductions June 30, 2008

Capital leases $£.20,335 b - $_10,044 $_10,291

NOTE 5 - EMPLOYEE RETIREMENT PLANS:
Qualified employees are covered under multiple-employer defined benefit pension plans
maintained by agencies of the State of California. Certificated employees are members of the State
Teachers® Retirement Systemn (STRS).

State Teachers’ Retirement System (STRS)

Plan Description

The School contributes to the State Teachers® Retirement System (STRS), a cost-sharing multiple-
employer public employee retirement system defined benefit pension plan administered by STRS.
The plan provides retirement, disability and survivor benefits to beneficiaries. Benefit provisions
are established by State statutes, as legislatively amended, within the State Teachers’ Retirement
Law. STRS issues a separate comprehensive annual financial report that includes financial
statements and required supplementary information. Copies of the STRS annual financial report
may be obtained from STRS, 7667 Folsom Boulevard, Sacramento, CA 95826.

Funding Policy

Active plan members are required to contribute 8.0% of their salary and the School is required to
contribute an actuarially determined rate. The actuarial methods and assumptions used for
determining the rate are those adopted by the STRS Teachers’ Retirement Board. The required
employer contribution rate for fiscal year 2007-08 was 8.25% of annual payroll. The contribution
requirements of the plan members are established and may be amended by State statute.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 5 - EMPLOYEE RETIREMENT PLANS: (continued)

Contributions to STRS

The School’s contribution to STRS for the current fiscal year is as follows:

Year Ended Required Percent
June 30 Contribution Contributed
2007 $47,806 100%
2008 $70,067 100%

NOTE 6 - CONTINGENCIES:

State Allowances, Award, and Grants

The School has received state funds for specific purposes that are subject to review and audit by
the grantor agencies, Although such audits could generate expenditure disallowances under terms
of the grants, it is believed that any required reimbursement will not be material.

NOTE 7 — CAPITAL ASSETS:

Capital asset activity for the year ended June 30, 2008 is shown below:

Balance Balance
July 1, 2007 Additions Retirements June 30, 2008
Building $201,108 5 - 3 - $201,108
Building improvements 141,328 7.100 148,428
Totals at historical cost 342,436 7.100 - 349,336
Less accumulated depreciation for:
Building 32,456 6,704 39,160
Building improvements 19,627 9.658 29,285
Total accumulated depreciation 32.083 16,362 - 68,445
Governmental activities capital
assets, net £290,353 $.(9.262) % - $281,091
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008

NOTE 8 — ADJUSTMENT FOR RESTATEMENT:

During the year ended June 30, 2008, the School discovered that it was not entitled to $43,108 of
special education revenue recorded in a previous fiscal period. An adjustment to beginning net
assets and fund balance has been made accordingly.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

ORGANIZATION
June 30, 2008

ORGANIZATION

The California Montessori Project - Elk Grove Campus (the School) is a California Charter School located
in the Sacramento County and is sponsored by the Elk Grove Unified School District.

Charter School number is: 777

BOARD OF DIRECTORS

MEMBERS OFFICE TERM
Val Toppenberg Chairman/Business Representative 2009
Erin Auemig Vice Chairman/Montessori Representative 2009
Stephanie Garrettson Secretary 2009
Paula Tarpenning District Representative - San Juan USD/Nen-voting N/A
Christy Moustris District Representative — Elk Grove USD N/A
Patty Hagemeyer District Representative - Sacramento City USD N/A
Teresa Wenig District Representative — Buckeye USD N/A
Kim Yeager Teacher Representative — Shingle Springs 2009
Julie Miller Teacher Representative — American River 2009
Maria Ostendorf Teacher Representative — Capitol 2009
Jenny Savakus Community Representative 2009
Jayna Gaskell Charter School Representative 2009
Allison Claire Parent Representative — Carmichael 2009
Vicky Brady Parent Representative — Elk Grove 2009
ADMINISTRATION
Gary Bowman Executive Director
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CALIFORNIA MONTESSORI PROQJECT
ELK GROVE CAMPUS

SCHEDULE OF BUDGETARY COMPARISON FOR THE GENERAL FUND
For the Fiscal Year Ended June 30, 2008

Variance

Original Favorable
Budget Final Budget Actual (Unfavorable)

REVENUES
Revenue from State Aid and Property Taxes

State Aid $ 1036946 $ 1,021,783 % 1,021,783 § -
Property Taxes 332.628 368,807 368,807 -
Total Revenue from State Aid and Property Taxes 1,469,574 1,390,590 1,390,590 -

Revenue from Other State Sources

Class Size Reduction K-3 155,295 157,437 157,437 -
Charter Schools Categorical Block Grant 130,150 120,428 120,428 S
State Lottery 71,322 69.678 69,678 -
Other State Revenues 3.431 43,452 43,452 -
Total Revenue from Other State Sources 360,198 390,995 390,995 -

Revenue from Federal Sources
Other Federal Revenue - 25,950 25,990 -

Total Revenue from Federal Sources - 25,990 25,990 -

Revenue from Local Sources

Fecs and Contracts 90,000 64,604 64,604 =
Interest Revenuve 10,000 22,349 22,349 -
Other Local Revenue 171,897 200,557 200,557 -
Total Revenue from Local Sources 271,897 287,510 287,510 -
TOTAL REVENUES 2,101,669 2,095,085 2,095.085 -
EXPENDITURES
Certificated Salaries 729,661 856,006 856,006 -
Classified Salaries 280,888 279,834 279,834 -
Employee Benefits 174,230 190,695 190,695 -
Books and Supplies 102,111 137,337 137,337 -
Services and Other Operating Expenses 496,329 477,018 477,018 -
Capital outlay 5,000 15,784 15,784 -
Debt service
Principal - 10,044 10,044 -
Interest - 370 570 -
TOTAL EXPENDITURES 1,788,219 1,967,288 1,967,288
Excess (deficiency) of revenues over expenditures b 313,450 § 127,797 127,797 § -
Fund Balance at Beginning of Year 970,706
Adjustment for Restatement (Note 8} {43,108)
Fund Balance at Beginning of Year, Restated 927,598
Fund Balance at End of Year $ 1.055,395

See the accompanying notes to the supplementary information,

-32-



IMMI

‘uoneuuou Aejuswarddns ayp 01 sajou Sutiuedwoaoe oy 995

POLI3,] PU0IAS B ST 2ouepudie £|iep s8wisay

“Sampuadxs [e101 Jo are sadeanad ||y

‘SHALON INVILHOJINT
ViN SEE'0T 6Zo1 § e 192] wua [, 3uo] jeio].
VIN 082 e rLZ 2auepua Yy Aj1e(] IFmIsAY
ViN 08161 S 195 90L0L6  § 9 s $6£°650'1 § 1'E9 BTABE] asue|eg pung Juipug
VIN ViN 5 5 (LEE) (301°¢H) S S (g 210N) Juaktate1say 105 Wwaunsnipy
VN VIN T4 PO6'SLL g9 L6LLTI 001 060°661 soue[eg] pun;| U1 aduey)
VIN ViIN 0001 FOOTILT 0001 88T°L96°I 0001 TSI°L86L samypuadxy j@o,
VIN VN T0 99.°1 T0 0LS S S 1saseIu]
ViN ViIN ] 8s $0 PEO'0I @ o Jediouny
WDIARG 193]
VN WIN Lo £90°T1 80 P8LSI - o LepngQ jende)
VIN ViN o4 £61°505 e S0°LLY 96T LET'60S sasuadxq FuneradQ JOYIQ puE §301A195
ViN VIN ['6 807951 0L LEELEL T LLYE9 sanddng pue syoog
ViIN ¥IN T8 L¥8OpL L6 £69°061 L0l 6PITIT siyauag sakordwy
¥iN VN 691 LLL'GYT Tl PES'GLE (9| TT6°LOE SalIB[eS paijIsse|)
VN ViN 05t T9E°L6S SEr 900953 oSy 291'68 SILIB[RS PATEMIINAD

sanj[pusdyy

¥iN VIN S Sl $96°06+°C $901 SR0'SH0'T 1011 CPT981°T INUIASY [BI0 ],
ViN i ¥91 §6C° 18T 9 I 015187 LFl 65262 $30IN0S J2YIQ PUE [E307] “AIMO)
viN W¥IN 14 6LL'6TS 661 $66°065 £L £06'THE aelg
¥/N ViN = = £l 066°5T Lo 13+'€1 |esapay
V/N VIN 908 FPESGLE'L § LOL 065°068°1 § ¥iL OIE'LES'T § $22ITOG JIUIT ANUIADY
u::ubvﬂ—
ANNI TYHANTD
Of JUNOWY A junowy o, junowy a5 Junouwy
9007 002 8007 6007 (32dpng)

800Z ‘0€ dunf papuy JB3A [EISL] AY) 10,
SISATVNY ONV SANTHL TYIONVNIA 20 IT10A31DS

SNdIWYD JAOHUD MTA
LOArodd IMOSSHLNOW VINHOAN VD



CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

SCHEDULE OF AVERAGE DAILY ATTENDANCE (ADA)
For the Fiscal Year Ended June 30, 2008

AVERAGE DAILY ATTENDANCE

A comparison of the average daily attendance for the current school year is shown in the following
summary.

2007-08
Second 2007-08 Increase
Grades Period Report Annual Report (Decrease)
Kindergarten 28 29 |
First through third 110 108 (2)
Fourth through sixth 85 84 (N
Seventh through eighth 21 21 -
Totals 244 242 (2}
Supplementary Hours:
Grades K-12 Core Instruction 283
Grades 7-12 Remedial Instruction 84
Grades 2-9  Pupils at risk of Retention 751
Grades 2-6  Low Star Score 760
Total 1,878

See the accompanying notes to the supplementary information.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

RECONCILIATION OF ANNUAL FINANCIAL REPORT
TO AUDITED FINANCIAL STATEMENT FUND BALANCES
For the Fiscal Year Ended June 30, 2008

General
Fund
June 30, 2008, annual financial and budget report fund balance $ 1,053,982
Adjustments and reclassifications:
Increasing (decreasing) the fund balance:
Understatement of cash 1,413
June 30, 2008, audited financial statement fund balance $ 1,055,395

See the accompanying notes to the supplementary information.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

NOTES TO SUPPLEMENTARY INFORMATION
For the Fiscal Year Ended June 30, 2008

NOTE 1 - PURPOSE OF SCHEDULES:

A,

Schedule of Budgetary Comparison For The General Fund

GASB Statement No. 34 requires a budgetary comparison be presented for the general fund.
This schedule presents the budget as originally adopted, the revised budget as of the fiscal
year end, actual amounts at fiscal year end and the variance between the final budget and
actual amounts.

Schedule of Financial Trends and Analysis

The State Controller's Office requires that this schedule be prepared showing financial
trends of the general fund over the past three fiscal years as well as the current year budget.
This schedule is intended to identify if the Center has potential fiscal problems and if they
have met the recommended available reserve percentages.

Schedule of Average Daily Attendance (ADA)

Average daily attendance is a measurement of the number of pupils attending classes of the
School. The purpose of attendance accounting from a fiscal standpoint is to provide the
basis on which apportionments of state funds are made to charter schools. This schedule
provides information regarding the attendance of students at various grade levels and in
different programs,

Schedule of Instructional Time Offered

This schedule presents information on the amount of instructional time offered by the
School and whether the Schoot complied with the provisions of Education Code Sections
46200 through 46206.

Reconciliation of Annual Financial Report with Audited Financial Statements Fund
Balances

This schedule provides the information necessary to reconcile the fund balance as reported
on the SACS Form to the audited financial statements.
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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

Board of Directors

California Montessori Project
Elk Grove Campus

4718 Engle Road
Carmichael, CA 95608

We have audited the financial statements of the California Montessori Project — Elk Grove Campus (a California
public charter school operated by California Montessori Project) (the School) as of and for the year ended June 30,
2008 which collectively comprise the School’s basic financial statements, and have issued our report thereon dated
November 3, 2008. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the School’s internal control over financial reporting as a basis
for designing our auditing procedures 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 over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the School’s internal control over financial
reporting.

A control deficiency 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 misstatements on a timely basis. A
significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affects the
School’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the School’s
financial statements that is more than inconsequential will not be prevented or detected by the School’s internal
control.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
School’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over financial reporting
that we consider to be material weaknesses, as defined above.

-38-
2210 E. Route 66, Suite 100, Glendora, CA 91740
Tel 626.857.7300 | Fax 626.857.7302 | e-Mal INFO@VLSLLP.COM | Web WWW.VLSLLP.COM



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

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 non-
compliance or other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Board of Directors, management, of the School, the
Elk Grove Unified School District, the Sacramento County Office of Education, the California Department of

Education, the State Controller’s Office, the federal awarding agencies and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties.

Mwé, 2t SE (P

VICENTIL LLOYD & STUTZMAN LLP

November 3, 2008
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V_BU INESS CONSULTANTS AND CPAs

REPORT ON STATE COMPLIANCE

Board of Directors

California Montessori Project
Elk Grove Campus

4718 Engle Road
Carmichael, CA 95608

We have audited the financial statements of Califomia Montessori Project Elk Grove Campus (a California public
charter school operated by California Montessori Project) (the School) as of and for the year ended June 30, 2008, and
have issued our report thereon dated November 3, 2008. Our audit was made in accordance with auditing standards
generally accepted in the United States of America, the standards for financial and compliance audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States, and the 2007-2008
Standards and Procedures for Audits of California K-12 Local Educational Agencies [published by the Education
Audit Appeals Panel]. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimaies made by management, as well as evaluating the overal] financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

The School’s management is responsible for the School’s compliance with laws and regulations. In connection with
the audit referred 1o above, we selected and tested transactions and records to determine the School’s compliance with
the laws and regulations applicable to the following items:

Procedures in Procedures
Description Audit Guide Performed
Attendance accounting:
Attendance reporting 8 Not applicable
Kindergarten continuation 3 Not applicable
Independent study 23 Not applicable
Continuation education 10 Not applicable
Adult education 9 Not applicable
Regional occupational center/programs 6 Not applicable
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REFORT ON STATE COMPLIANCE

Description

Instructional time:
School Districts
County Offices of Education
Community day schools
Class size reduction program:
General requirements
Option 1
Option 2
One school serving K-3
Morgan-Hart class size reduction program
Instructional materials:
General requirements
Grades K-8 only
Grades 9-12 only
Ratios of administrative employees to teachers
Classroom teacher salaries
Early retirement incentive program
GANN limit calculation
School Construction Funds:
School District Bonds
State School Facilities Funds
Alternative Pension Plans
Excess sick leave
Notice to right to elect California State Teachers Retirernent
System (CalSTRS) membership
Proposition 20 Lottery Funds (Cardenas Textbook Act of 2000)
State Lottery Funds (California State Lottery Act of 1984)
California School Age Families Education (Cal-Safe) Program
School Accountability Report Card
Mathematics and reading professional development
After School Education and Safety Program:
General requirements
After school
Before school
Charter Schools:
Conternporancous records of attendarnce
Mode of instruction
Nonclassroom based instructional/independent study

Determination of funding for nonclassroom-based instruction

Annual instructional minutes — classroom based

Procedures in

Audit Guide

.

Procedures
_Performed

Not applicable
Not applicable
Not applicable

Yes
Yes
Not applicable
Not applicable
Not applicable

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Not applicable
Not applicable
Not applicable
Not applicable

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Not applicable
Not applicable
Not applicable

Yes
Yes
Not applicable
Not applicable
Yes

Based on our audit, we found that, for the items tested, the School complied with the laws and regulations of the state
programs referred to above. Further, based on our examination, for items not tested, nothing came to our attention to
indicate that the School had not complied with the laws and regulations of state programs and requirements.
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REPORT ON STATE COMPLIANCE

This report is intended solely for the information and use of the Board, management, the Elk Grove Unified School
District, the Sacramento County Office of Education, the California Department of Education, and the State
Controller’s Office, federal awarding agencies and pass-through entities and is not intended to be and should not be

used by anyone other than these specified parties.
M‘/ﬁz 2 v SL eer”

VICENTI, LLOYD & STUTZMAN LLP
November 3, 2008
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Fiscal Year Ended June 30, 2008

All audit findings must be identified as one or more of the following eleven categories:

Five Digit Code Finding Types
10000 Attendance
20000 [nventory of Equipment
30000 Internal Control
40000 State Compliance
41000 CalSTRS
50000 Federal Compliance
60000 Miscellaneous
61000 Classroom Teacher Salaries
70000 Instructional Materials
71000 Teacher Misassignments
72000 School Accountability Report Card

There were no findings for the fiscal year ended June 30, 2008.
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CALIFORNIA MONTESSORI PROJECT
ELK GROVE CAMPUS

SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
June 30, 2008

There were no findings or questioned costs for the fiscal year ended June 30, 2007.
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