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Bourgeois Bennett
CERTIFIED PUBLIC ACCOUNTANTS | CONSULTANTS

A LIMITED LIABILITY COMPANY

INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees,
Advocates for Arts-Based Education Corporation
d/b/a Lusher Charter School,
New Orleans, Louisiana.

We have audited the accompanying statement of financial position of Advocates for
Arts-Based Education Corporation d/b/a Lusher Charter School (the "School"), as of June 30, 2012,
and the related statements of activities and cash flows for the year then ended. These financial
statements are the responsibility of the School's management. Our responsibulity is to express an
opinion on these financial statements based on our audit. The prior year comparative information has
been derived from the 2011 financial statements and 1n our report dated September 26, 2011, we
expressed an unqualified opinion on those financial statements.

We conducted our audit 1n accordance with auditing standards generally accepted 1n the
United States of Amenica 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 financial statement presentation  We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Advocates for Arts-Based Education Corporation d/b/a Lusher
Charter School as of June 30, 2012, and the changes mn 1ts net assets and 1ts cash flows for the year
then ended in conformuty with accounting principles generally accepted 1n the United States of
America.

PO BOX 60600 NEW ORLEANS, LA 70160-0600 504 831 4949 BOURGEQISBENNETT COM



In accordance with Government Auditing Standards, we have also issued our report,
dated December 14, 2012, on our consideration of Advocates for Arts-Based Education Corporation
d/b/a Lusher Charter 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 opmnion on the
internal control over financial reporting or on comphance That report 1s an integral part of an audit

performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audst

Our audit was conducted for the purpose of forming an opinion on the financial
statements as a whole The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by the U § Office of Management and Budget Circular A-
133, Audits of States. Iocal Governments, and Non-Profit Organizations, and is not a required part of
the basic financial statements. Such information 1s the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financ:al
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opimon, the
mnformation 1s fairly stated in all material respects in relation to the basic financial statements as a

Certified Pubhc Accountants

New Orleans, Louisiana,
December 14, 2012



STATEMENT OF FINANCIAL POSITION

Advocates for Arts-Based Education Corporation

d/b/a Lusher Charter School

New Orleans, Lowsiana

June 30, 2012

(with comparative totals for 2011)

ASSETS
Cash
Grants recervable
Prepaid expenses
Investments
Other

Property and equipment, net

Total assets

LIABILITIES
Accounts payable
Accrued expenses

Total current Liabilities
NET ASSETS
Unrestricted
Temporanly restricted

Total net assets

Total habiitties and net assets

See notes to financial statements

Exhibit A

2012 2011
9,095,180 $ 8,439,381
1,072,357 712,627
78,737 104,110
4,114,193 4,075,695
110,370 103,460
1,777,566 3,422,550
16,248,403 $ 16,857,823
170,135 $ 129,939
784,838 643,787
954,973 773,726
14,982,057 15,825,942
311,373 258,155
15,293,430 16,084,097
16,248.403 $ 16,857,823




Exhibit B
STATEMENT OF ACTIVITIES

Advocates for Arts-Based Education Corporation
d/bfa Lusher Chartier School
New Orleans, Louisiana

For the vear ended June 30, 2012
{with comparative totals for 2011)

Temporanty 2012 201
Unrestricted Restricted Totals Totals Only
Revenues and Other Support
Contributions S 11,020 § 151,523 $ 162,543 5 84,408
Grants
Federal 626,217 626,217 834,599
State - Minimum Foundation Program 65,810,593 6,810,593 6,236,572
Local - Mimmum Foundation Program 7,190,054 7,190,054 6,732,461
Other 78,850 78,850 65,198
Student activity fees 1,238,355 1,238 355 1,208,675
Other revenue 227,863 227,863 273,055
Investment income 49,157 49,157 56,843
Net assets released from restnctions 98,305 (98.305) - -
Total revenues and other support 16,330,414 53,218 16,383,632 15,491,811
Expenses
Admunstrative fees 253,927 253,927 -
Depreciation 239,825 239,825 375,503
Donation of property to OPSB 1,433,016 1,433,016 -
Employee benefits 2,683,848 2,683,848 2,173,036
Food services 65,648 65,648 49,140
Insurance 163,105 163,105 201,220
Other expenses 739,787 739,787 479,506
Payroll tax expense 169,553 169,553 167,409
Professional services 355,485 355,485 452,884
Rent 161,426 161,426 86,633
Repairs and maintenance 768,505 768,505 715,142
Salanes 9,206,012 9,206,012 8,641,460
Supplies
School 679,678 679,678 473,912
Other 33,860 33,860 25,082
Utiliies 220,624 220,624 274512
Total expenses 17,174,299 - 17,174,299 14,115,439
Increase (decrease) tn net assets (843,885) 53,218 (790,667) 1,376,372
Net Assets
Begmnng of year 15,825,942 258,155 16,084,097 14,707,725
End of year £ 14982057 S 311.373 $ 15,293430 $ 16,084,097

See notes to financial statements



STATEMENT OF CASH FLOWS

Advocates for Arts-Based Education Corporation

d/b/a Lusher Charter School
New Orleans, Louisiana

For the year ended June 30, 2012

(with comparative totals for 2011)

Exhibit C

2012 2011
Cash Flows From Operating Activities
Increase (decrease) 1n net assets $ (790,667) $ 1,376,372
Adjustments to reconcile increase (decrease) in
net assets to cash provided by operating activities
Depreciation 239,825 375,503
Bad debt expense 175,713 -
Interest on investment in certificate of deposit
(rolled over) (38,498) (34,394)
Deonation of property 1,433,016 -
Loss on disposition of assets - 3,556
{(Increase) decrease 1n assets
Grants receivable (535,443) 2,537,970
Prepaid expenses 25,373 1,577
Other (6.910) (20,000)
Increase 1n liabilities.
Accounts payable and accrued expenses 181,247 219,436
Net cash provided by operating activities 683,656 4,460,020
Cash Flows From Investing Activities
Property and equipment purchases (27.857) (350,116)
Purchases of certificates of deposit - (1.500,000)
Net cash used 1n investing activities (27.857) (1,850,116)
Net Increase in Cash 655,799 2,609,904
Cash
Beginning of year 8,439,381 5.829477
End of year $ 9,095.180 8,439,381

See notes to financial statements.



Exhibit D
NOTES TO FINANCIAL STATEMENTS

Advocates for Arts-Based Education Corporation
d/b/a Lusher Charter School
New Orleans, Loursiana

June 30, 2012 and 2011

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Organization

Advocates for Arts-Based Education Corporation d/b/a Lusher Charter School (the
"School"). ncorporated on August 24, 2003, 1s an educational institution organized
to improve student learning, to increase learning opportunities for all students, to
encourage the use of innovative teaching methods, to be more thoroughly
accountable for education results, and to create new professional opportunities for
teachers and other school employees.

The Orleans Parish School Board ("OPSB") approved the granting of a charter to the
School effecttve January 1, 2006 for a period ending on December 31, 2011, to
operate a Type 3 Charter School, as defined in LA R.S 17:3973(3)(b). On January
18, 2011, the OPSB voted to renew the charter for a period of ten years.

b. Basis of Accounting

The financial statements of the School have been prepared in conformity with
accounting principles generally accepted 1n the Unuted States on the accrual basis of
accounting The Financial Accounting Standards Board 1s the accepted standard
setting body for establishing not-for-profit accounting and financial reporting
principles

c. Estimates

The preparation of financial statements in conformuty with accounting principles
generally accepted in the Umted States of Amenca requires management 1o make
estimates and assumptions that affect certain reported amounts of assets and
liabilities and disclosures of contingent assets and habilities at the date of the
financial statements and reported amounts of revenues and expenses during the
reporting pertod. Accordingly, actual resuits could differ from those estimates



Exhibit D
(Continued)

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

d.

Cash and Cash Equivalents

Cash, which 1s held in interest bearing accounts, consists of both unrestricted and
restricted balances Unrestricted cash balances represent cash available for general
operating purposes. Restricted cash balances consist of amounts credited to the
School's bank accounts from donations received from ndividuals or entities who
specified specific use of the contribution

The School classifies as cash and cash equivalents all highly liquid debt instruments
with a maturity of three months or less.

Grants Receivable

Grants receivable are stated at the amount management expects to collect from
outstanding balances The financial statements do not include an estimate for
allowance for doubtful accounts. Management believes that all receivables are
collectible.

Promises To Give

Contributions are recognized when the donor makes a promise to give to the School
that is, 1n substance, unconditional. Conditional promises to give are recognized
when the conditions on which they depend are substantially met. For the years
ended June 30, 2012 and 2011, the School did not have outstanding unconditional
promise to give.

Investments

Investments consist of certificates of deposit stated at cost which approximates fair
market value

. Property, Equipment, and Depreciation

Additions to physical plant and facilities are capitalized 1 accordance with the
Louisiana Accounting and Uniform Governmental Handbook, which requires the
School to capitalize equipment purchases with a cost greater than $5,000

Depreciation 1s provided utilizing the straight-line method over estimated useful
lives of the asset. For the years ended June 30, 2012 and 2011, all purchases of
furniture and equipment were for items whose cost was less than $5,000 and were
expensed



Exhibit D
(Continned)

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i.

Compensated Absences

All employees accrue ten days of leave each year, of which a maximum of ten days
may be carried forward to the following fiscal year The emplovee may use the
leave days carried forward from the prior year, but will receive no addmonal
compensation Upon termination, the employee will receive payment for a
maximum of twenty days at a per diem rate of $75 Unused leave over ten days at
the end of the fiscal year are paid at the per diem rate. The School accrues leave and
related payroll liabilities for all employees who have ten or less leave days at the per
diem rate.

Contributions and Revenue Recognition

Contributions received are recorded as unrestricted, temporanly restricted, or
permanently restricted support, depending on the existence and/or nature of any
donor restrictions.

Donor-restricted support 1s reported as an increase 1n temporarily or permanently
restricted net assets, depending on the nature of the restriction When a restriction
expires (that is, when a stipulated time restriction ends or purpose restriction is
accomphished), temporarily restricted net assets are reclassified to unrestricted net
assets and reported in the Statement of Activities as net assets released from
restrictions.

Revenues from federal and state grants are recorded when the School has a right to
reimbursement under the related grant, generally corresponding to the incurring of
grant related costs by the School, or when earned under the terms of the grants

In-Kind Support

The School records the m-kind value of goods and services contributed to support
various activities as support and related expenses. In-kind support was $10 and
$28,496 for years ended June 30, 2012 and 2011, respectively, which included
donations of athletic equipment, science instruments, hbrary books, musical
instruments and other items



Exhibit D
(Continued)

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial Statement Presentation

Net assets, revenues, and expenses are classified based on the existence or absence
of donor-imposed restrictions Accordingly, net assets and changes therein are
classified and reported as follows.

Unrestricted Net Assets - Support, revenues, and expenses for the general
operation of the School.

Temporarily Restricted Net Assets - Contributions specifically authorized by
the grantor or donor to be used for a certain purpose or to benefit a specific
accounting pertod.

Permanently Restricted Net Assets - Contributions subject to donor-imposed
restrictions and that are to be held in perpetuity by the School Generally, the
donors of these assets permit the School to use all or part of the income derived
from the investment of these contributions

. Tax Matters

The School has received a tax-exempt ruling under section 501(c)(3) from the
Internal Revenue Service and, accordingly, is not subject to Federal income tax
unless the School has unrelated trade or business income.

Accounting standards provide detailed guidance for financial statement recognition,
measurement, and disclosure of uncertain tax positions recognized 1n an entity's
financial statements. These standards require an entity to recognize the financial
statement 1mpact of a tax position when it is more likely than not that the position
will not be sustained upon examination As of June 30, 2012, the Organization
believes that it has no uncertain tax positions that qualify for either recognition or
disclosure in the financial statements. Tax years June 30, 2009 and later remain
subject to examination by the taxing authorities

Subsequent Events

Management evaluates events occurring subsequent to the date of the financial
statements 1n determining the accounting for and disclosure of transactions and
events that affect the financial statements. Subsequent events have been evaluated

through December 14, 2012, which is the date the financial statements were
available to be 1ssued



Exhibit D
(Continued)

Note 2 - RESTRICTIONS ON ASSETS

Temporarily restricted net assets are restricted by donors for specific programs, purposes, or
to assist specific departments of the School These restrictions are considered to expire
when payments for restricted purposes are made. None of the temporarily restricted net
assets are time-restricted by donors

Temporanly restricted net assets as of June 30, 2012 and 2011 are available for the

following purposes:
2012 2011
Property and equipment $ 15,230 $ 15230
Instructional and other 294,944 241,726
Katrina rehef 1,199 1,199

Total temporarly restricted assets $ 311,373 $ 258,155

The School does not have permanently restricted net assets as of June 30, 2012 and 2011

Note 3- PROPERTY AND EQUIPMENT

Property and equipment for the years ended June 30, 2012 and 2011 consists of the

following:
2012 2011

Site improvements $ 17,695 $ 1,615,561
Building improvements 1,510,066 1,618,855
Equipment 1,429,736 1,424,397
2,957,497 4,658.813
Less accumulated depreciation (1,175,931 {1,236,263)

Total $ 1,777.566 $ 3,422,550

Depreciation expense for the years ended June 30, 2012 and 2011 totaled $239,825 and
$375,503, respectively.

10



Note 4 -

Note 5 -

Exhibit D
(Continued)

LEASES

On August 10, 2010, the School entered into a facility use agreement with the Jewish
Community Center ("JCC") whereby JCC granted the School the exclusive use of certain
rooms at its facility. The terms of the agreement are for the period from August 6, 2010
through May 24, 2013 Rent expense for the years ended June 30, 2012 and 2011 totaled
$149,787 and $86.633, respectively. Future rental payments for the period July 1, 2012
through May 24, 2013 total $148.451

RETIREMENT PLAN

Substantially all employees of the School participate in the Teachers Retirement System of
Lowsiana ("TRSL") This system 1s a cost sharing, multiple-employer governmental
defined benefit plan qualified under Section 401(a) of the Internal Revenue Code The plan
provides rctirement benefits as well as disability and survivor benefits to eligible
participants The TRSL issues publicly available financial reports that include financial
statements and required supplementary information of the TRSL That report may be
obtained by writing the Teachers' Retirement System of Lowmsiana, P O. Box 94123, Baton
Rouge, LA 70804-9123

Participants vest immediately 1n employee contributions to the plan. Retirement benefits
vest after five years of service if the employee reaches age sixty; otherwise, benefits vest
after twenty years of service. Benefits are established and amended by state statue. Upon
retirement, participants may select from eight retirement payment options.

Participants are required to contribute to the plan 8% of their annual covered payroll; the
School was required to contribute 23 70% and 20 20%, respectively, of the annual covered
payroll of each participating employee for the years ended June 30, 2012 and 2011. These
contribution levels are established by law and set by the Public Retirement Systems
Actuarial Committee For the years ended June 30, 2012 and 2011, School contributions to
this plan totaled $2,136,085 and $1,594,200, respectively

The School sponsors deferred compensation plans pursuant to Sections 403(b) and 457(b)
and (f) of the Internal Revenue Code for the benefit of its employees. The School's
contributions to the 457(b) plans totaled $16,998 and $19.869 for the years ended June 30,
2012 and 2011, respectively. These funds are transferred to separate trusts outside the
control of the School with the employees as the beneficiary. No contributions were made
by the School to the 403(b) plan for either year

11



Note 6 -

Exhibit D
(Continued)

GRANTS

The United States Department of Education passed through a grant to Orleans Pansh
School Board, which was awarded to the School as a subrecipient, to provide funding to
improve education 1n areas affected by Hurricanes Katrina, Tke or Gustav through such
activities as replacing instructional materials and equipment, paying teacher incentives,
constructing, modernizing ot renovating school buildings, and supporting after-school or
extended learning time activities. For the years ended June 30,2012 and 2011, the School
recognized revenue under this grant of $367,273 and $295.648, respectively

The United States Department of Education passed through a grant to Orleans Parish
School Board, which was awarded to the School as a subrecipient, to increase academic
achievement through strategies such as improving teacher and principal quality and increase
the number of highly qualified teachers, principals, and assistant principals The grant
funds must be used to assist schools in effectively recruiting and retaining highly qualified
teachers, to make available professional development activities that address subject matter
knowledge, and other activities. For the years ended June 30, 2012 and 2011, the School
recognized revenue under this grant of $92,409 and $102,693, respecuvely.

The Umited States Department of Education passed through a grant to Orleans Parish
School Board, which was awarded to the School as a subrecipient, to assist meeting the
costs of providing special education and related services to children with disabilities. The
grant funds must be used to provide special education and related services to eligible
children. For the years ended June 30, 2012 and 2011, the School recognized revenue
under this grant of $71,695 and $100,024, respectively

The United States Department of Education passed through a grant to Orleans Parish
School Board, which was awarded to the School as a subrecipient, to provide funding to
help recruit, retain, and compensate educators who commit to work for at least three years
in an area in which a major disaster area was declared as a result of Hurnicane Katrina or
Hurricane Rita. For the years ended June 30, 2012 and 2011, the School recognized
revenue under this grant of $94,727 and $60,620, respectively

The United States Department of Education passed through a grant to Orleans Parish
School Board, which was awarded to the School as a subrecipient, to provide funding for
compensation, benefits and other expenses such as support services to retain existing
employees, to recall or rehire former employees, and to hire new employees. For the year
ended June 30, 2012, the School did not recognize revenue under this grant The school
recognized revenue under this grant of $271,727 for the vear ended June 30, 2011.



Exhibit D
(Continued)

Note 6 - GRANTS (Continued)

The United States Department of Education passed through a grant to Orleans Parish
Schoo] Board, which was awarded to the School as a subrecipient, to provide a disciplined
environment conducive to learning by preventing violence 1n and around the School and
strengthen programs that prevent the 1llegal use of alcohol, tobacco and drugs, and involve
parents. The grant funds must be used to convey a clear and consistent message that illegal
use of alcohol and other drugs 1s wrong and harmful. For the year ended June 30, 2012, the
School did not recognize revenue under this grant. The school recognized revenue under
this grant of $3,087, for the year ended June 30, 2011.

The United States Department of Education passed through a grant to Orleans Parish
School Board, which was awarded to the School as a subrecipient, to ensure that all
homeless children and youth have equal access to the same free, appropriate public
education available to other children. The grant funds must be used for activities that
facilitate the educational success of homeless children and youth such as tutoring summer
enrtchment programs, the provision of school supplies, and professional development
designed to heighten educators' understanding of and sensitivity to the needs of homeless
children and youth For the year ended June 30, 2012, the School did not recognize revenue
under this grant The school recognized revenue under this grant of $800 for the year ended
June 30, 2011

The Orleans Parish School Board ("OPSB") provides funding for the general use of the
School which is determined on an annual basis based on the number of pupils enrolled in
the School as of October 1st Revenues received by OPSB from sales tax revenues, ad
valorem taxes, and other sources are allocated to each school based on its enrollment. For
the years ended June 30, 2012 and 2011, the School recognized revenue under this grant of
$7,190,054 and $6,732,461, respectively.

The State of Louisiana provides funding for the general use of the School which 1s
determined on an annual basis based on the number of pupils enrolled in the School as of
October 1st. This state-funded per pupil allocation is based on the most recently approved
mimimum foundation program formula resolution. For the years ended June 30, 2012 and
2011, the School recogmzed revenue under this grant of $6,810,593 and $6,236,572,
respectively.

The State of Louisiana provides funding to Orleans Parish School Board, which was
awarded to the School as a subrecipient, to provide instructional enhancements for students
For the vears ended June 30, 2012 and 2011, the School recognized revenue under this
grant of $63,290 and $50,382, respectively. These amounts are reported 1n grants - other on
the Statement of Activities

13



Note 7 -

Exhibit D
(Continued)

FAIR VALUE MEASUREMENTS

Fair value concepts are applied 1n recording investments. A fair value hierarchy has three
levels based on the reliability of the inputs used to determune fair value. These levels
include. Level 1, unadjusted quoted prices in active markets for identical assets or
habilities; Level 2, directly or indirectly observable inputs other than quoted prices for the
asset or liability, such as quoted market prices for similar assets or habilities, and Level 3,
unobservable inputs for use when little or no market data exists, therefore, requiring an
entity to develop its own assumptions.

The asset's fair value measurement level within the fair value hierarchy is based on the
lowest level of any wnput that is sigmficant to the fair value measurement Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable mnputs

The School uses the market approach for valuing its certificates of deposit which are within
Level 1 of the fair value hierarchy This method may produce a fair value calculation that
may not be indicative of net realizable value or reflective of future fair values.

Furthermore, while the School believes its valuation method is appropnate and consistent
with those of other market participants, the use of different methodologies or assumptions
to determune the fair value of certain financial instruments could result 1n a different fair
value measurement at the reporting date

Assets measured at fair value on a recurring basis as of June 30, 2012 and 2011 are
comprised of and determined as follows

2012
Based on
Quoted Prices Other
Total Assets In Active Observable  Unobservable
Measured At Markets Inputs Inputs
Description Fair Value (Level 1) (Level 2) (Level 3)
Certificates of
Deposit $ 4114193 $ 4,114,193 § - S -

14



Exhibit D

(Continued)
Note 7~ FAIR VALUE MEASUREMENTS (Continued)
2011
Based on

Quoted Prices Other

Total Assets In Active Observable  Unobservable

Measured At Markets Inputs Inputs
Description Fair Value (Level 1) (Level 2) {Level 3)
Certificates of
Deposit $ 4075695 % 4075695 § - $ -

As of June 30, 2012 and 2011, there were no assets measured at fair value on a non-
recurring basis.

Note 8- SCHOOL OPERATIONS/LEASEHOLD INTEREST

Effective January 1, 2006, the School entered into an agreement with the Orleans Parish
School Board, which allows the School to use the facilities and its contents located at 73135
Willow Street, 5624 Freret Street, 719 S. Carrollton Avenue (no longer utilized by the
School), or any other locations as may be approved by the School and OPSB. The
agreement was scheduled to expire on December 31, 2011 In June 2011, this agreement
was renewed by OPSB for an additional ten years expiring on June 30, 2021.

The School 1s responsible for all necessary mamtenance to ensure that the facilities comply
with all state and local health and safety standards and other applicable laws, regulations
and rules. If capital improvements are made by the School with non-public funds to any
site which it operates and the charter contract is revoked or terminated, the School will be
reimbursed for the fair market value of such capital improvements Assets purchased with
public funds or obtained from public sources will automatically revert to the Orleans Parish
School Board at the time this agreement 1s terminated. The School must maintain records
of any assets acquired with private funds that will remain the property of the School.

Use of the property is not recorded as an in-kind contribution from the Orleans Parish
School Board and related rent expense. The value of the use of the land and building is not
readily determinable The agreement is classified as an exchange transaction because both
parties receive significant value from this arrangement Accordingly, the present value of
the benefit to be received in future years has not been recorded.

15



Note 9 -

Note 10 -

Exhibit D
(Continued)

FUNCTIONAL ALLOCATION OF EXPENSES

Expenses have been reported on the Statement of Activities by natural classification. To
present expenses by functional classifications, expenses are charged to program services
and supporting services (management and general expense and fundraising expense) based
on management's estimate of penodic time and expense evalvations. Management and
general expenses include those expenses that are not directly 1dentifiable with any other
specific function, but provide for the overall support and direction of the School.

Total expenses for the years ended June 30, 2012 and 2011 are allocated as follows.

2012 2011
Program Services $ 16365617 $ 13,315.860
Supporting Services
Management and general 714,498 726.052
Fundraising 94,184 73,527
Total expenses $ 17,174,299 $ 14,11543
COMMITMENTS

The School has employment contracts as 1s standard in the field of education with most of
its employees and which expire June 30, 2013. Additionally, the School has an
employment contract with one employee through June 30,2015 All contracts provide for a
minimum annual salary and other benefits, As of June 30, 2012, the total commitment was
approximately $696,577 for salary and $69,658 for contributions to the deferred
compensation plan.

On August 1, 2007, the School entered 1nto a contract for athletic training and physical
therapy services with hours not to exceed thirty hours per week Aggregate monthly
payments under this contract approximate $2,000 for 10 consecutive months, commencing
on September 1, of each applicable vear. The agreement was scheduled to expire on July
31,2012 InMarch 2012, this 