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Independent Auditors’ Report

The Board of Directors
Community Music School, Inc.:

Opinion

We have audited the accompanying financial statements of Community Music School, Inc. (the “School”)
(a not-for-profit organization), which comprise the statements of financial position as of June 30, 2025
and 2024, and the related statements of activities, functional expenses, and cash flows for the years then
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the School as of June 30, 2025 and 2024, and the changes in its net assets and its
cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards accepted in the United States of America.
Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of the School
and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating
to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the School’s ability to continue as a
going concern within one year after the date that the financial statements are available to be issued.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the School’s internal control. Accordingly, no such opinion is
expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the School’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.
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COMMUNITY MUSIC SCHOOL, INC.
Statements of Financial Position

June 30, 2025 and 2024

Assets

Current assets:
Cash and cash equivalents
Accounts receivable
Pledges receivable

Total current assets

Property and equipment:
Office equipment
Musical instruments

Less accumulated depreciation
Property and equipment, net

Pledges receivable, noncurrent portion

Total assets

Liabilities and Net Assets

Current liabilities:
Accounts payable
Accrued salaries
Refundable deposits
Payroll taxes withheld

Total current liabilities

Net assets:
Without donor restrictions

Without donor restrictions - board designated

With donor restrictions
Total net assets

Total liabilities and net assets

See accompanying notes to financial statements.

2025 2024
335014 438,222
47,093 11,545
3,000 3,000
385,107 452,767
2,638 2,638
82,209 82,209
84,847 84,847
(58,379)  (50,042)
26,468 34,805
1,000 2,000
412,575 489,572
15,968 4,015
21,835 29,533
1,675 1,675
656 803
40,134 36,026
222,441 303,546
150,000 150,000
372,441 453,546
372,441 453,546
412,575 489,572




COMMUNITY MUSIC SCHOOL, INC.
Statement of Activities

Year ended June 30, 2025

Without Donor ~ With Donor
Restrictions Restrictions Total
Revenues and support:
Tuition $ 7,893 - 7,893
City of Raleigh Arts Commission 93,704 - 93,704
Other program revenue 28,341 - 28,341
Other grants and gifts:
Individuals 104,097 - 104,097
Fundraising events 113,573 - 113,573
Corporations 21,900 - 21,900
Foundation and other private support 202,556 - 202,556
Other income 6,515 - 6,515
Net assets released from restrictions-
restrictions satisfied by costs incurred
and expiration of time - - -
Total revenue and support 578,579 - 578,579
Expenses:
Program services 493,255 - 493,255
Fundraising 125,934 - 125,934
General and administrative 40,495 - 40,495
Total expenses 659,684 - 659,684
Change in net assets (81,105) - (81,105)
Net assets, beginning of year 453,546 - 453,546
Net assets, end of year $ 372,441 - 372,441

See accompanying notes to financial statements.



COMMUNITY MUSIC SCHOOL, INC.
Statement of Activities

Year ended June 30, 2024

Without Donor ~ With Donor
Restrictions Restrictions Total
Revenues and support:
Tuition $ 6,002 - 6,002
City of Raleigh Arts Commission 69,270 - 69,270
Other grants and gifts:
Individuals 110,408 - 110,408
Fundraising events 138,275 - 138,275
Corporations 42,962 - 42,962
Foundation and other private support 171,500 - 171,500
Other income 12,351 - 12,351
Net assets released from restrictions-
restrictions satisfied by costs incurred
and expiration of time 30,596 (30,596) -
Total revenue and support 581,364 (30,596) 550,768
Expenses:
Program services 438,033 - 438,033
Fundraising 115,354 - 115,354
General and administrative 50,355 - 50,355
Total expenses 603,742 - 603,742
Change in net assets (22,378) (30,596) (52,974)
Net assets, beginning of year 475,924 30,596 506,520
Net assets, end of year $ 453,546 - 453,546

See accompanying notes to financial statements.




COMMUNITY MUSIC SCHOOL, INC.
Statement of Functional Expenses

Year ended June 30, 2025

Supporting Services

Program General and
Services Fundraising Administrative Total

Wages $ 392,981 91,039 11,031 495,051
Payroll taxes 31,433 7,282 882 39,597
Instructor fees 855 - - 855
Accounting - - 13,698 13,698
Other contracted service 800 2,298 - 3,098
Facility rental 31,390 - - 31,390
Instrument maintenance 1,076 - - 1,076
Scholarships 3,720 - - 3,720
Music and supplies 7,522 - - 7,522
Marketing 7,268 1,475 1,926 10,669
Special events - 16,899 120 17,019
Permits and licenses - - 227 227
Travel and meals 927 14 71 1,012
Bank fees - - 401 401
Miscellaneous 418 - 383 801
Office supplies 1,411 - 1,410 2,821
Postage 70 - 200 270
Printing and copying 170 3,768 295 4,233
Dues and subscriptions 4,061 3,159 2,662 9,882
Insurance - - 5,870 5,870
Staff development 816 - 1,319 2,135
Depreciation 8,337 - - 8,337

$ 493,255 125,934 40,495 659,684

See accompanying notes to financial statements.




Wages

Payroll taxes
Instructor fees
Accounting

Other contracted service
Facility rental
Instrument maintenance
Scholarships

Music and supplies
Marketing

Special events
Donations

Permits and licenses
Travel and meals
Bank fees
Miscellaneous

Office supplies
Postage

Printing and copying
Dues and subscriptions
Insurance

Staff development
Depreciation

COMMUNITY MUSIC SCHOOL, INC.
Statement of Functional Expenses

Year ended June 30, 2024

Supporting Services

Program General and

Services Fundraising ~Administrative Total
$ 328,192 81,042 11,027 420,261
27,848 6,877 936 35,661
498 - - 498
- - 15,725 15,725
16,830 885 885 18,600
23,030 - - 23,030
3,903 - - 3,903
3,720 - - 3,720
6,982 - - 6,982
4,520 4,520 4,520 13,560
- 12,805 - 12,805
3,150 - - 3,150
- - 202 202
2,281 276 382 2,939
- - 811 811
1,745 110 2,437 4,292
3,255 - 3,255 6,510
- - 73 73
2,056 2,056 2,056 6,168
5,797 6,783 1,442 14,022
- - 6,604 6,604
136 - - 136
4,090 - - 4,090
$ 438,033 115,354 50,355 603,742

See accompanying notes to financial statements.



COMMUNITY MUSIC SCHOOL, INC.
Statements of Cash Flows

Years ended June 30, 2025 and 2024

2025 2024

Cash flows from operating activities:
Change in net assets $ (81,105 (52,974)
Adjustments to reconcile change in net assets
to net cash used in operating activities:

Depreciation 8,337 4,090
Noncash property and equipment contribution received - (18,000)
Changes in operating assets and liabilities:
Accounts and pledges receivable (34,548) 31,851
Accounts payable 11,953 (18,800)
Accrued salaries (7,698) 15,189
Payroll taxes withheld (147) (8,012)
Net cash used in operating activities (103,208) (46,656)
Net decrease in cash and cash equivalents (103,208) (46,656)
Cash and cash equivalents, beginning of year 438,222 484,878
Cash and cash equivalents, end of year $ 335,014 438,222

See accompanying notes to financial statements.



COMMUNITY MUSIC SCHOOL, INC.
Notes to Financial Statements

June 30, 2025 and 2024

(1) Summary of Significant Accounting Policies

Nature of Organization

Community Music School, Inc. (the “School") is a not-for-profit organization incorporated in the
State of North Carolina on February 1, 1994. The School’s mission is to enrich and inspire all
children through music education. The School carries out this purpose by providing regular, weekly
music instruction at a nominal charge to eligible students, and by providing the students with musical
instruments when necessary. The School’s revenues are derived principally from grants and gifts
from the City of Raleigh and from nonprofits, foundations, corporations, and the general public.

Basis of Accounting and Revenue Recognition

The School’s policy is to prepare its financial statements on the accrual basis of accounting.
Revenues are recognized when earned and expenses are recognized when incurred.

Donor-restricted support is reported as an increase in net assets without donor restrictions or with
donor restrictions, depending on the existence or nature of any donor restrictions. When a restriction
expires (that is, when a stipulated time restriction ends or purpose restriction is accomplished), net
assets with donor restrictions are reclassified to net assets without donor restrictions and reported in
the statement of activities as net assets released from restrictions.

Contributions with donor-imposed restrictions that expire in the same time period as received are
reported as an increase in net assets without donor restrictions. All other donor-restricted support is

reported as an increase in net assets with donor restrictions, depending on the nature of the
restrictions.

A portion of the School’s revenue is derived from cost-reimbursable grants, which are conditioned
upon certain performance requirements and/or the incurrence of allowable qualifying expenses.
Amounts received are recognized as revenue when the performance obligation is satisfied, which is
when the School has incurred expenditures in compliance with specific grant provisions.

Cash and Cash Equivalents

For purposes of the statements of financial position and cash flows, cash and cash equivalents include
cash on hand and in banks, and all liquid investments with an original maturity of three months or
less.

Accounts Receivable

Accounts receivable include tuition and sales tax receivables and are stated at unpaid balances. The
School provides for losses on receivables using the direct write-off method. It is the School’s policy
to charge off uncollectible receivables when management determines the receivable will not be
collected.



COMMUNITY MUSIC SCHOOL, INC.
Notes to Financial Statements, Continued

June 30, 2025 and 2024

(1) Significant Accounting Policies, Continued

Pledges Receivable

Pledges receivable are recognized when the donor makes a promise to give to the School that is, in
substance, unconditional. Management has determined that the discount on pledges to be received
after one year is not material to the financial statements. Management provides for probable
uncollectible amounts through an allowance for doubtful accounts based on its assessment of the
status of individual accounts. Any accounts deemed uncollectible are written off through this
valuation allowance during the year. There was no allowance for doubtful pledges as of June 30,
2025 and 2024.

Functional Allocation of Expenses

Management estimates the costs of providing the various programs and other activities on a
functional basis in the statements of activities. The statements of functional expenses present the
natural classification detail of expenses by function. Accordingly, certain costs have been allocated
among the programs and supporting services benefited. Expenditures not directly attributable to
specific programs or supporting services are allocated to programs or supporting services by
management based on what is considered to be the best available objective criteria, such as hours
worked or relative benefit.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America (“GAAP”) requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates. Significant estimates and assumptions are used for, but not limited to, uncollectible
accounts receivable and contributions, depreciable lives of fixed assets, cost allocations among
functional expenses, and valuation of in-kind donated equipment and services.

Fixed Assets

Fixed assets are recorded at cost or, if donated, at the approximate fair market value at the date of
donation. Fixed assets are capitalized if each individual item is $2,000 or more in value.
Depreciation is computed using the straight-line method over the estimated useful lives of the
respective assets. The following are the estimated useful lives of the respective assets:

Estimated
Description Useful Lives
Furniture and fixtures 5 years
Musical instruments 4 years
Computers and equipment 3 years

10



COMMUNITY MUSIC SCHOOL, INC.
Notes to Financial Statements, Continued

June 30, 2025 and 2024

(1) Significant Accounting Policies, Continued

Fixed Assets, Continued

Expenditures for repairs and maintenance to fixed assets are charged to expense as incurred. The cost
of major renewals and betterments to fixed assets are capitalized and depreciated or amortized over
their estimated useful lives. Upon disposition of fixed assets, the respective assets and accumulated
depreciation and amortization are relieved, and any related gain or loss is reflected in the statements
of activities.

Income Taxes
The School is exempt from federal and state income taxes under Section 501(c)(3) of the Internal
Revenue Code and applicable state statutes. Accordingly, no provision for income taxes has been

provided in the accompanying financial statements.

Donated Services and Goods

The School receives a significant amount of donated services from unpaid volunteers who assist in
fund-raising, program activities, and special events. No amounts have been recognized in the
statements of activities because the criteria for recognition, as defined below, have not been satisfied.

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 donations, are recorded at their fair values, as provided by the donor, in
the period received.

Donated goods other than capitalized fixed assets are reflected as contributions in the accompanying
statements at their estimated values with an offsetting charge to expense.

(2) Concentrations of Credit Risk Arising from Cash Deposits

The School maintains its cash and investments at financial institutions located in Raleigh, North
Carolina. Aggregate balances up to $250,000 are insured by the Federal Deposit Insurance
Corporation. As of June 30, 2025 and 2024, the cash balances in these financial institutions exceeded
the insurance limit by $0 and $23,271, respectively.

(3) Leases

The School rents its current office space at $2,250 per month under the terms of a lease agreement
through August, 2026. The School also rents storage space for instruments at $170 per month on a
month-to-month basis. (Rental expense included in the statements of activities for 2025 and 2024 is
$31,390 and $23,030, respectively. Accordingly, the School has elected to apply the short-term lease
exemption to these facility leases and recognizes the payments in expense as paid.)

11



COMMUNITY MUSIC SCHOOL, INC.
Notes to Financial Statements, Continued

June 30, 2025 and 2024

(4) In-Kind Contributions

The School occasionally receives materials, services, office equipment, and musical instruments
without charge. These items are used in the School’s program activities and support services. The
fair market value of contributed materials, services, and equipment is reported as revenue and as

property and equipment or expense in the period received. Noncash contributions were $0 and
$18,000 in 2025 and 2024, respectively.

(5) Concentrations

The City of Raleigh Arts Commission (“CORAC”) comprises approximately 16% of the School’s
revenues (excluding in-kind contributions) in 2025 and 13% in 2024. Although there is no guarantee
of continued funding, the School has historically been supported by CORAC. CORAC’s funding
policies are such that no applicant will be granted an amount in excess of 25% of its budgeted
expenses, and grant recipients will be required to return CORAC funds received to the extent that
they exceed 25% of the recipient’s actual expenses at year-end. CORAC funds comprise
approximately 14% of the School’s actual expenses in 2025 and 11% in 2024.

(6) Information Regarding Liquidity and Availability

The School regularly monitors the availability of resources required to meet its operating needs and
other contractual commitments. For purposes of analyzing resources available to meet general
expenditures over a 12-month period, the School considers all expenditures related to its ongoing
activities, as well as the conduct of services undertaken to support those activities, to be general
expenditures.

The School’s financial assets as of June 30, 2025 consist of cash and accounts and pledges receivable,
resulting in net financial assets of $385,107, all of which are available to meet general expenditures
within one year of the financial statement date.

2025 2024
Financial assets at year end:
Cash and cash equivalents $ 335,014 438,222
Accounts receivable 47,093 11,545
Pledges receivable 4,000 5,000
Less amounts due in > 1 year (1,000) (2,000)
Financial assets available to meet cash needs
for general expenditures within one year $ 385,107 452,767

In addition to financial assets available to meet general expenditures over the next 12 months, the
School operates with a balanced budget and anticipates collecting sufficient revenue to cover general
expenditures.
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COMMUNITY MUSIC SCHOOL, INC.
Notes to Financial Statements, Continued

June 30, 2025 and 2024

(7) Subsequent Events

The date to which events occurring after June 30, 2025, the date of the most recent statement of
financial position, have been evaluated for possible adjustment to the financial statements or
disclosure is October 16, 2025, the date the financial statements were available to be issued.
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