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We have audited the accompanying financial statements of Teaching Matters, Inc. which comprise
the statement of financial position as of August 31, 2017 and August 31, 2016 and the related
statements of activities, functional expenses and cash flows for the years then ended and the related
notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement. An audit involves
performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Teaching Matters, Inc. as of August 31, 2017 and August 31, 2016 and the
results of its activities and its cash flows for the years then ended in accordance with accountmg
principles generally accepted in the United States of America.

Condlo, ﬂﬁmmc% - Dommug L/

November 28, 2017




TEACHING MATTERS, INC.

Statement of Financial Position

Assets

Assets
Cash and cash equivalents
Operating
Board designated
Investments at fair value
Accounts receivable, net
Contributions receivable
Prepaid expenses
Furniture, equipment and leasehold improvements, net

Total assets

Liabilities and Net Assets

Liabilities
Accounts payable and accrued expenses
Deferred revenue and deposits
Total liabilities

Net assets
Unrestricted
Temporarily restricted
Total net assets

Total liabilities and net assets

See notes to financial statements.

August 31

2017 2016
$ 795071 $ 777,717
750,000 750,000
4779373 4,119,147
614,426 416,026
1,787,160 115,000
25,125 47,965
28,029 41.864

$ 8,779,184

$ 6,267,719

$ 127,790 § 210,593
174,250 111,950
302.040 322.543

6,686,985 5,800,176
1,790,159 145,000
8.477.144 5.945.176

$ 8,779,184

$ 6,267,719
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TEACHING MATTERS, INC.
Statement of Cash Flows
Year Ended
August 31
2017 2016
Cash from operating activities
Increase (decrease) in net assets $2,531,968 $ (551,053)
Adjustments to reconcile increase (decrease) in net assets
to net cash provided by (used in) operating activities
Depreciation and amortization 13,835 13,835
Donated stock (36,930) -
Proceeds from the sale of donated stock 36,930 -
Realized and unrealized (gain) on investments (276,624) (131,204)
(Increase) decrease in current assets
Accounts receivable (198,400) 189,633
Contributions receivable (1,672,160) 378,130
Prepaid expenses’ 22,840 (31,278)
Increase (decrease) in liabilities
Accounts payable and accrued expenses (82,803) 61,765
Deferred revenue and deposits 62,300 49,650
Net cash provided by (used in) operating
activities 400,956 (20.522)
Cash flows from investing activities
Proceeds from the sale of investments 277,837 1,460,372
Purchase of investments (661,439) (280,696)
Purchase of leasehold improvements - (41.555)
Net cash provided by (used in) investing
activities (383.602) 1.138.121
Increase in cash and cash equivalents 17,354 1,117,599
Cash and cash equivalents, beginning of year 1,527,717 410,118
Cash and cash equivalents, end of year $1.545,071 $1.527,717
Consists of:
Cash and cash equivalents — operating $ 795,071 $ 777,717
Cash and cash equivalents — board designated 750,000 750,000
Total cash and cash equivalents - $1.545.071 $1.527.717

See notes to financial statements.

[




(BN

TEACHING MATTERS, INC.

Notes to Financial Statements
August 31, 2017 and August 31,2016

Note 1 — Nature of organization

Teaching Matters, Inc. is an educational not-for-profit organization, operating in New York City
since May 1994. Teaching Matters, Inc.’s mission is to develop and retain great Teachers and
measurably increase their ability to give students in urban public schools an excellent education.

Teaching Matters, Inc.’s sources of financial support include contributions from private individuals,
grant awards from public charities and foundations, and fees for services.

Note 2 — Summary of significant accounting policies

Financial reporting
Teaching Matters, Inc. maintains two classes of net assets, as follows:

Unrestricted net assets

Unrestricted net assets are not subject to donor-imposed stipulations and may be expendable
for any purpose in performing the primary objectives of Teaching Matters, Inc. The Board in
agreement with management has set aside a reserve of $750,000 (Board-Designated) to be
utilized to fund short-term and medium-term programmatic expansion and other identified
strategic initiatives.

Temporarily restricted net assets

Temporarily restricted net assets consist of expendable grants and contributions that relate to
future periods. When the time restriction ends or the purpose of the restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restriction. During 2017, the
assets released from restrictions were used to fund the program described in note 1 to the
financial statements.

Temporarily restricted net assets activity as of and for the years ended August 31, 2017 and
August 31, 2016 are as follows:

2017
Net Assets
Balance at Released Balance at
August 31, from August 31,
2016 Additions  Restrictions 2017

Time restricted $ 145.000 $3.083.160  $(1.438.001) $1.790.159
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TEACHING MATTERS, INC.

Notes to Financial Statements
August 31, 2017 and August 31, 2016

Note 2 — Summary of significant accounting policies (continued)

Temporarily restricted net assets (continued)

2016
Net Assets
Balance at Released Balance at
August 31, from August 31,
2015 Support Restrictions 2016
Time restricted $ 531,000 $ 30,000 $ (416.000) $ 145.000

Grants and contributions

Teaching Matters, Inc. reports contributions that are unrestricted as unrestricted public support.
Grants and contributions that are received with donor stipulations that limit the use of the donated
assets are recorded as temporarily restricted support. When a donor stipulation expires, that is, when
a stipulated time restriction ends or the purpose for restriction is accomplished, temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the statement of activities as net
assets released from restrictions.

Cash equivalents

Teaching Matters, Inc. considers cash equivalents to be highly liquid investments with original
maturities of 90 days or less.

Investments

Investments are measured at fair value in the statement of financial position. Investment return
(including gains and losses on investments, interest and dividends net of investment fees) is included
in the statement of activities. Teaching Matters, Inc. also invests in alternative investments. This
alternative investment fund is managed by general partners who are affiliated with the same
investment management company. The fair value of this alternative investment has been estimated
by the general partners in the absence of readily ascertainable market values. However, because of
the inherent uncertainty of valuation, those estimated values may differ from the values that would
have been used had a ready market for the investments existed, and such differences could be
material. This alternative investment can only be redeemed quarterly. Investments are exposed to
various risks such as interest rate, market volatility, liquidity and credit. Due to the level of
uncertainty related to the foregoing risks, it is reasonably possible that changes in these risks could
materially affect the fair value of the investments reported in the statement of financial position at
August 31, 2017.
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TEACHING MATTERS, INC.

Notes to Financial Statements (continued)
August 31,2017 and August 31,2016

Note 2 — Summary of significant accounting policies (continued)

Fair value measurements

Accounting principles generally accepted in The United States of America establish a fair value
hierarchy that prioritizes the inputs used to measure fair value into three broad levels. Level 1 inputs
are defined as quoted prices in active markets for identical assets that the reporting entity has the
ability to access at the measurement date. Level 2 inputs are defined as observable inputs other than
Level 1 prices, such as quoted prices of similar assets, quoted prices in markets with insufficient
volume or infrequent transactions (less active markets). Level 3 inputs are unobservable inputs that
are significant in the measurement of fair value.

Allowance for doubtful accounts

As of August 31, 2017 and August 31, 2016, Teaching Matters, Inc. has an allowance for doubtful
accounts of $50,000 for any potentially uncollectible accounts receivable. There is no allowance for
contributions receivable. Such estimate is based on management’s experience, the aging of the
receivables, subsequent receipts and current economic conditions.

Furniture, equipment and leasehold improvements

Expenditures for furniture, equipment and leasehold improvements over a nominal amount are
capitalized and recorded at cost. Depreciation and amortization are computed by the straight-line
method over the estimated lives of the assets ranging from three to seven years.

Service and consulting fees

Teaching Matters, Inc. reports services and consulting fees as revenue when services are rendered
and the terms of the contracts are met. For services not yet provided, Teaching Matters, Inc. defers
the revenue until the next fiscal year.

Functional allocation of expenses

The cost of providing the various programs and other activities has been summarized on
a functional basis in the statement of activities. Accordingly, certain costs have been allocated
among the programs and supporting services benefited.

Use of estimates

The preparation of 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. Actual results could differ from these estimates.




TEACHING MATTERS, INC.

Notes to Financial Statements (continued)
August 31,2017 and August 31, 2016

Note 2 — Summary of significant accounting policies (continued)

Concentrations of credit risk

Teaching Matters, Inc.’s financial instruments that are exposed to concentrations of credit risk
consist primarily of cash and cash equivalents, investments, accounts receivable and contributions
receivable. Teaching Matters, Inc. places its cash and cash equivalents with what it believes to be
quality financial institutions. Teaching Matters, Inc. has not experienced any losses in such bank
accounts to date. Teaching Matters, Inc. invests in equities, fixed income instruments, mutual funds
and an alternative investment. Investments are exposed to various risks such as interest rate, market
volatility, liquidity and credit. Due to the level of uncertainty related to changes in interest rates,
market volatility, liquidity and credit risks, it is reasonably possible that changes in these risks could
materially affect the fair value of the investments reported in the statement of financial position at
August 31, 2017. Teaching Matters, Inc. monitors the collectibility of its receivables and believes
that all accounts receivable and contributions receivables are collectible. As a result, Teaching
Matters, Inc.’s management believes concentrations of credit risk are limited.

Subsequent events

Teaching Matters, Inc. has evaluated events and transactions for potential recognition or disclosure
through November 28, 2017, which is the date the financial statements were available to be issued.

Note 3 — Contributions receivable

As of August 31, 2017, contributions receivable are due to be collected as follows:

Due in one year $1,637,160
Due in one to five years 150,000

Total $1.787.160




Notes 4 — Investments

TEACHING MATTERS, INC.

Notes to Financial Statements (continued)
August 31,2017 and August 31, 2016

The following is a summary of investments:

August 31. 2017

August 31, 2016

Cost Fair Value

Cost Fair Value

Fixed Income $1,886,664 $1,862,253

$ 1,508,084 $1,520,276

Equities
Domestic stock
International stock
Mutual Funds

Blended
International Portfolio
Alternative Investment
Total

1,415,657 1,615,080 1,447,923 1,548,769
455,122 465,199 393,789 344,638
441,286 441,706 440,060 396,608
186,821 240,757 181,200 165,308
156.583 154.369 155,380 143,548

$4.542.133  $4.779.373

$4.126,436 $4.119.147

Each major class of assets measured at fair value on a recurring basis as of August 31, 2017 and

August 31, 2016 are as follows:

2017
Description Total Level 1 Level 2 Level 3
Fixed income $1,862,253 $1,862,253 $ - $ -
Equities
Domestic stock 1,615,089 1,615,089 - -
International stock 465,199 465,199 - -
Mutual funds
Blended 441,706 441,706 - -
International portfolio 240,757 240,757 - -
Alternative investment 154,369 - - 154,369
Total $4.779.373 $4.625.004 $ - $ 154369




TEACHING MATTERS, INC.

Notes to Financial Statements (continued)
August 31, 2017 and August 31, 2016

Notes 4 — Investments

Investments (continued)

2016
Description Total Level 1 Level 2 Level 3
Fixed income $1,520,276 $1,520,276 $ - $ -
Equities
Domestic stock 1,548,769 1,548,769 - -
International stock 344,638 344,638 - -
Mutual funds
Blended 396,608 396,608 - -
International portfolio 165,308 165,308 - -
Alternative investment 143,548 - - 143.548
Total $4.119,147 $3.975.599 $ - $ 143,548

The following is a summary of changes in the fair value of Teaching Matters, Inc.’s Level 3
investment for the fiscal years ended:

August 31
2017 2016
Beginning balance $ 143,548  § 149,424
Gain (loss) on investment 10,821 (5.876)
Ending balance 3 154369 $ 143,548

Note S — Furniture, equipment and leasehold improvements

The following is a summary of furniture, equipment and leasehold improvements as of August 31,
2017 and August 31, 2016:

August 31
2017 2016
Furniture, equipment and
leasehold improvements $ 611,328 $ 611,328
Less: accumulated depreciation
and amortization 583,299 569.464

Net property and equipment $ 28.029 $ 41.864




TEACHING MATTERS, INC.

Notes to Financial Statements (continued)
August 31, 2017 and August 31,2016

Note 6 — Retirement plan

Teaching Matters, Inc. maintains a defined contribution retirement plan and a tax-deferred annuity
plan (the “Plan”) covering all eligible employees. All eligible employees may begin participation in
the Plan on the first of the month following employment at Teaching Matters, Inc. Eligible
employees may defer a portion of their earnings in accordance with the Internal Revenue Code, with
a corresponding matching contribution by Teaching Matters, Inc. not to exceed 6% of their regular
salary. Teaching Matters, Inc. begins matching contributions after one year of service.

Employees can make additional voluntary tax deferred contributions to the Plan through further
salary reductions. Contributions are invested in the Teachers Insurance and Annuity Association and
the College Retirement Equities Fund. Total retirement benefit costs for the year ended August 31,
2017 and August 31, 2016 were $92,423 and $101,961, respectively.

Note 7 — Commitment

On March 11, 2015, Teaching Matters, Inc. (tenant) entered into a lease of its premises expiring
November 30, 2020. The lease was amended during June 2016 for the purpose of reducing the size
of the office premises. The rent is based on the amount equal to the tenant’s proportionate share of
landlord’s carrying, maintenance, operating and depreciation charge, and the amount of scheduled
contributions to the landlord’s capital improvement fund, as outlined in the lease. The monthly base
rent for 2017 and 2016 was $5,654 and $13,458, respectively.

As of August 31, 2017, future annual minimum lease payments under this lease are as follows:

Year Amount
2018 $ 67847
2019 67,847
2020 67,847
2021 16.962
Total $ 220,503

Note 8 — Tax status

Teaching Matters, Inc. is exempt from Federal income taxes under Section 501(c)(3) of the Internal
Revenue Code (the “Code”). In addition, Teaching Matters, Inc. has been determined by the Internal
Revenue Service to be a publicly supported organization, and not a private foundation under the
meaning of Section 509(a)(1) of the Code.




