


























The Institute for Excellence in Education
Notes to the Financial Statements
June 30, 2019 and 2018

Property and Equipment

Property and equipment is stated at cost when purchased or fair value
when donated. Major improvements and renewals are capitalized
while ordinary maintenance and repairs are expensed. The Institute's
capitalization policy is $1,000. Depreciation is computed using the
straight-line method over the related assets' estimated useful lives,
which are as follows.

Furniture
Equipment

7 years
3 — 10 years

Intangible Assets

Intangible assets are recorded at the cost to acquire the assets and
are amortized over the defined life of the assets once the Institute has
received the copyright on the assets. The defined life is between three
and forty years.

Goodwill

The Institute purchased Corporate Computer, Inc. on February 29,
2012 for an amount in excess of the fair market value of its assets.
This resulted in goodwill being recorded in the amount of $1,370,442.
Each year management analyzes goodwill to make sure that it has not
been impaired since goodwill is not amortized. Impairment losses, if
any, are recorded in the year the impairment is determined. There
was no impairment loss for the years ended June 30, 2019 and 2018.
Effective July 1, 2013, the Institute has adopted and early
implemented Financial Accounting Standards Board Accounting
Standards Update No. 2014-20, Intangibles — Goodwill and Other:
Accounting for Goodwill. As a result, goodwill will be amortized over a
life of ten years.

Revenue and Deferred Revenue Recognition

Contributions are recognized as revenue in the period received.
Contributions of assets other than cash are recorded at their
estimated fair value when received.

Administrative guidelines are recognized generally as resources are
expended. 75% of resources are expended on the first draft of the
manual, 88% after changes to the first draft have been made and
reviewed, with 100% being expended after shipping of the final
manual.

For Board Policy Services, 50% of the contract price is received upon
execution of the agreement and the remaining 50% is billed after
services are completed. Revenue is recognized when the client's
board policy manual is entered into a software program and sent
electronically to the client.

Income Taxes

The Institute is a nonprofit organization exempt from federal income
taxes under Section 501(c)(3) of the Internal Revenue Code (the
Code) and comparable state and local taxes. The organization has
been classified as a publicly supported organization that is not a
private foundation under Section 509(a) of the Code. The organization
files information returns in the U.S. federal jurisdiction.

Functional Expenses

The costs of providing program and other activities have been
summarized on a functional basis in the statements of activities.
Accordingly, certain costs have been allocated among program
services and supporting services benefited. Such allocations are
determined by management on an equitable basis.

Compensation, benefits, payroll taxes, occupancy, services and fees,
supplies and other, telephone, marketing, bad debt and inventory
writedowns are allocated based on time and effort.

Concentrations

Central Michigan University passes through $500,000 in annual
appropriation from the State of Michigan to the Institute. The Institute
continues developing new revenue streams so that the impact of the
presence or absence of the appropriation would be minimized;
however, if the appropriation were to be eliminated at this time, the
impact would be material to the Institute.
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The total revenue attributable to services provided to one client for the
year ended June 30, 2019 was $442,321. The total revenue
attributable to one client for the year ended June 30, 2018 was
$462,430. These represented a significant portion of the Institute’s
total revenue.

Subsequent Events

Management has evaluated subsequent events through August 21,
2019, which is the date the financial statements were available to be
issued.

Change in Accounting Principle

On August 18, 2016, FASB issued ASU 2016-14, Not-for-Profit
Entities (Topic 958) — Presentation of Financial Statements of Not-for-
Profit Entities. The update addressed the complexity and
understandability of net asset classification, deficiencies in information
about liquidity and availability of resources, and the lack of
consistency in the type of information provided about expenses and
investment return. The Organization has adjusted the presentation of
these statements accordingly. The ASU has been applied
retrospectively to all periods presented.

Note 2 - Liquidity and Availability
Financial assets available for general expenditure, that is, without

donor or other restrictions limiting their use, within one year of the
statement of financial position date, comprise the following:

Cash $ 373,460
Accounts receivable, net of allowance 941,875
Accounts receivable - related party 116,791

$1,432,126

The Organization does not have a policy in place to manage liquidity.
Informally, management’s goal is to maintain enough liquid assets to

cover the following month’s expenses. The Organization does have a
$750,000 line of credit available to meet cash flow needs.

Note 3 - Property and Equipment

Property and equipment consists of the following:

2019 2018
Furniture $ 93,840 $ 93,840
Equipment 115,604 115,998

209,444 209,838
Less: accumulated depreciation (168,191) (168,811)

Property and equipment, net $ 41,253 $ 41,027

Note 4 - Intangible Assets and Goodwill

Intangible assets consist of the following:

2019 2018
Board policies & administrative guidelines $ 151,473  $ 151,473
E-commerce site - 1,100
CSBU book dewelopment 8,035 8,035
CSBU 2nd edition book dewvelopment 6,149 6,149
The Seven Outs book dewvelopment 16,171 16,171
Goveming for Greatness book dewelopment 10,000 -
Virtual Board Policy Web page system 138,074 138,074
Board policies & administrative guidelines

improvements 55,431 55,431

Board calendar 23,350 23,350
Websites 29,290 11,290
Epicenter 4,467,411 3,890,611
Board policy program 41,983 34,454
Other deweloped software and miscellaneous 308,500 305,500
Intangible asset in process 381,855 195,209

5,637,722 4,836,847
Less accumulated amortization (3,486,124) (2,777,225)

Intangible assets, net $ 2,151,598 $ 2,059,622
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Amounts shown in the statement of financial position are as follows:

2019 2018
Note payable, current portion $ 148,323 $ 141,486
Note payable, net of current portion 294,224 442,224

$ 442,547 $ 583,710

Note 7 - Leases

The Institute entered into a lease for office space for the period of
August 1, 2012 to June 30, 2017, whereby rent for the period covered
under the sublease agreement would be $266,460. Rental expense
was $107,032 and $96,777 for the years ended June 30, 2019 and
2018, respectively. This agreement was renewed for another five
years, beginning July 1, 2017, whereby rent for the period covered
under the new lease agreement would be $512,080. Future lease
payments are as follows:

Year Ending June 30,

2020 $ 102,416
2021 102,416
2022 102,416

$ 307,248

Note 8 - Compensated Absences

Employees may accrue a maximum of 30 days (240 hours) of
vacation leave. Unused vacation time may be carried forward to the
next fiscal year. Employees terminating employment for any reason
who have given at least two weeks’ notice, are entitled to payment for
all accrued, unused vacation time, calculated on a pro rata basis not
to exceed a maximum of 20 days (160 hours). The liability for
compensated absences at June 30, 2019 and 2018 was $123,221
and $113,268, respectively.
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Note 9 - Retirement Plan

The Institute maintains a deferred compensation plan qualified under
Section 403(b) of the Internal Revenue Code. Under this plan,
employees are permitted to contribute a percentage of gross
compensation into the retirement plan up to a maximum determined
by the Internal Revenue Code. The Institute contributes ten percent of
compensation for eligible employees. Contributions to this plan were
$255,632 and $236,207 for the years ended June 30, 2019 and 2018,
respectively.

Note 10 - Related Party Transactions

CMU passed through State appropriations in the amount of $500,000
for the years ended June 30, 2019 and 2018. The outstanding
receivable was $90,910 at June 30, 2019 and 2018.

The Institute provides services to The Center for Charter Schools at
CMU (The Center). Services to The Center totaled $366,596 and
$207,635 for the years ended June 30, 2019 and 2018, respectively.
The outstanding receivable was $25,881 and $14,544 at June 30,
2019 and 2018, respectively.



