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Independent Auditor's Report

To the Board of Trustees
Winchester Community Music School Trust

Report on Financial Statements

We have audited the accompanying financial statements of Winchester Community Music School Trust
(the "Trust"), which comprise the statement of financial position as of July 31, 2019, and the related
statements of activities, functional expenses and cash flows for the year 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 audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit 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 Trust'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 Trust'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 Winchester Community Music School Trust as of July 31, 2019, and the changes in
its net assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.
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Report on Summarized Comparative Information

We have previously audited the Trust's 2018 financial statements, and we expressed an unmodified
audit opinion in our report dated December 18, 2018. In our opinion, the summarized comparative
information presented herein as of and for the year ended July 31, 2018 is consistent, in all material
respects, with the audited financial statements from which it has been derived.

Emphasis-of-Matter

As discussed in Note 1, the Trust adopted the Financial Accounting Standards Board's Accounting
Standards Update ("ASU") 2016-14, Not-for-Profit Entities (Topic 958) - Presentation of Financial
Statements of Not-for-Profit Entities as of and for the year ended July 31, 2019. The requirements of
the ASU have been applied retrospectively to all periods presented. Our opinion is not modified with
respect to this matter.

Boston, Massachusetts
December 18, 2019



Winchester Community Music School Trust

(With Comparative Totals for July 31, 2018)

Current assets
Cash
Accounts receivable, net
Tuition and fees

Prepaid expenses and other assets

Total current assets

Property and equipment:
Land
Building and improvements
Instruments
Furniture and fixtures
Miscellaneous other

Total property and equipment

Less accumulated depreciation
Net property and equipment

Other assets
Investments

Total assets

Current liabilities
Accounts payable
Accrued expenses
Miscellaneous current liabilities
Deferred revenue

Total current liabilities
Net assets
Without donor restrictions

With donor restrictions

Total net assets

Total liabilities and net assets

See Notes to Financial Statements.

Statement of Financial Position

July 31, 2019

Assets

2019

Without donor

With donor

restrictions restrictions Total 2018
$ 306,342 $ 8,956 $ 315,298 $ 283,952
5,248 - 5,248 1,179
27,697 - 27,697 24,219
339,287 8,956 348,243 309,350
705,755 - 705,755 705,755
2,840,492 - 2,840,492 2,823,710
348,314 - 348,314 334,814
499,022 - 499,022 482,703
5,000 - 5,000 5,000
4,398,583 - 4,398,583 4,351,982
(2,114,980) - (2,114,980) (2,007,762)
2,283,603 - 2,283,603 2,344,220
3,471,451 21,880 3,493,331 3,580,777
$ 6,094,341 $ 30,836 $ 6,125,177 $ 6,234,347

Liabilities and Net Assets

$ 7,286 $ - $ 7,286 $ 20,225
43,268 - 43,268 41,519
3,582 - 3,582 3,353
424,258 - 424,258 421,066
478,394 - 478,394 486,163
5,615,947 - 5,615,947 5,716,393
- 30,836 30,836 31,791
5,615,947 30,836 5,646,783 5,748,184
$ 6,094,341 $ 30,836 $ 6,125,177 $ 6,234,347




Winchester Community Music School Trust

Statement of Activities

Year Ended July 31, 2019
(With Comparative Totals for the Year Ended July 31, 2018)

Revenues, gains and other support
Gross tuition and fees
Less financial aid and discounts

Net tuition and fees

Contributions and grants
Contributions
In-kind contributions
Grants
Investment income, including net realized
and unrealized gains on investments
Other
Net assets released from restrictions
Satisfaction of program restrictions

Total revenue, gains and
other support

Expenses
Program services
General and administrative
Fundraising

Total expenses

Change in net assets

Net assets, beginning

Net assets, ending

2019
Without donor With donor
restrictions restrictions Total 2018
$ 1,617,658 $ - $ 1,617,658 $ 1,544,823
(65,149) - (65,149) (65,804)
1,552,509 - 1,552,509 1,479,019
169,081 5,000 174,081 160,397
17,283 - 17,283 2,540
3,100 6,250 9,350 20,000
117,160 - 117,160 317,986
5 - 5 515
12,205 (12,205) - -
1,871,343 (955) 1,870,388 1,980,457
1,495,522 - 1,495,522 1,467,197
400,428 - 400,428 418,613
75,839 - 75,839 67,779
1,971,789 - 1,971,789 1,953,589
(100,446) (955) (101,401) 26,868
5,716,393 31,791 5,748,184 5,721,316
$ 5,615,947 $ 30,836 $ 5,646,783 $ 5,748,184

See Notes to Financial Statements.



Winchester Community Music School Trust

Statement of Functional Expenses
Year Ended July 31, 2019
(With Comparative Totals for the Year Ended July 31, 2018)

2019

Program General and

services administrative Fundraising Total 2018
Payroll and benefits $ 1,213,367 $ 225,540 $ 68,223 $ 1,507,130 $ 1,472,544
Depreciation 74,926 32,292 - 107,218 116,015
Office expense 45,831 45,132 748 91,711 84,898
Maintenance 50,960 25,476 - 76,436 80,070
Utilities 27,749 13,873 - 41,622 44,949
Other program expenses -
music and equipment 40,498 - - 40,498 39,125
Promotion - catalogues and
newsletters 26,421 - - 26,421 31,256
Consulting and accounting fees - 46,379 - 46,379 52,657
Insurance 11,736 11,736 - 23,472 22,780
Fundraising - - 6,868 6,868 4,869
Conference and dues 4,034 - - 4,034 4,314
Special event - - - - 112

Total expenses $ 1,495,522 $ 400,428 $ 75,839 $ 1,971,789 $ 1,953,589

See Notes to Financial Statements.



Winchester Community Music School Trust

Statement of Cash Flows
Year Ended July 31, 2019

(With Comparative Totals for the Year Ended July 31, 2018)

Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities
Depreciation
Net realized and unrealized (gains) losses on investments
Investment income on investments reinvested
In-kind donations - property and equipment
Account receivable - Change in allowance
Changes in assets and liabilities
(Increase) decrease in assets
Tuition and fees receivables
Prepaid expenses and other assets
Accounts payable
Accrued expenses
Deferred revenue

Net cash provided by (used in) operating activities

Cash flows from investing activities
Purchases of investments
Sales of investments
Purchases of property and equipment

Net cash provided by investing activities

Net increase in cash

Cash, beginning

Cash, end

Schedule of noncash investing and financing activities
Costs incurred for purchase of property and equipment
during the year
In-kind donations of property and equipment

Payments for property and equipment

2019 2018
$  (101,401) $ 26,868
107,218 116,015
87,446 (231,774)
(100,263) (85,818)
(13,500) -

371 260

(4,440) 1,657

(3,478) (6,445)

(12,939) 14,945

1,978 2,566

3,192 181,583

(35,816) 19,857
(724,980) (262,484)
825,243 406,504
(33,101) (19,970)

67,162 124,050

31,346 143,907
283,952 140,045

$ 315298 $ 283,952
$ (46,601) $ (19,970)
13,500 -

$ (33,101) $ (19,970)

See Notes to Financial Statements.



Winchester Community Music School Trust

Notes to Financial Statements
July 31, 2019

Note 1 - Organization

Winchester Community Music School Trust (the "Trust" or "School") is a not-for-profit organization
that was formed on May 15, 1984 exclusively for charitable and educational purposes of supporting
music in Winchester, Massachusetts and its environs. The Trust's principal business activities are
offering a wide variety of private and group music education programs and performances to a
diverse student population.

Accounting pronouncements adopted

During 2019, the Organization adopted the provisions of Accounting Standards Update ("ASU")
2016-14, Presentation of Financial Statements of Not-for-Profit Entities ("ASU 2016-14"). The
amendments in this update are required to be applied retrospectively to the comparative period
presented. The major changes include:

o Temporarily restricted and permanently restricted net asset classes have been combined
into a single net asset class called net assets with donor restrictions. Unrestricted net asset
class has been renamed net assets without donor restrictions.

o Presentation of expense by function and nature in either the statement of activities, a
separate statement of functional expenses, or in the notes along with a disclosure of the
methods used to allocate costs (not required to be presented retrospectively).

¢ Investment return is required to be reported net of external and direct internal investment
expenses.

e Disclosure of quantitative and qualitative information about liquidity and availability of
resources (not required to be presented retrospectively).

¢ Modification to the presentation of underwater endowment funds and related disclosures.

The changes have the following effect on net assets at July 31, 2018:

As originally After adoption of
presented ASU 2016-14

Unrestricted net assets $ 5,716,393 $ -

Temporarily restricted net assets 31,791 -

Permanently restricted net assets - -
Net assets without donor restrictions - 5,716,393
Net assets with donor restrictions - 31,791
Total net assets $ 5,748,184 $ 5,748,184

Note 2 - Summary of significant accounting policies

Basis of accounting
The financial statements of the Trust have been prepared on the accrual basis of accounting,
consistent with accounting principles generally accepted in the United States of America.



Winchester Community Music School Trust

Notes to Financial Statements
July 31, 2019

Financial statement presentation

The financial statements are presented on the basis of net assets without donor restrictions and net
assets with donor restrictions, in accordance with guidance issued by the Financial Accounting
Standards Board ("FASB"). Accordingly, net assets of the Trust and changes therein are classified
and reported as follows:

Without donor restrictions Net assets that are not subject to donor-imposed
restrictions;
With donor restrictions Net assets subject to explicit or implicit donor-

imposed restrictions that may or will be met either by
actions of the Trust and/or the passage of time; and
net assets subject to donor-imposed restrictions that
they be maintained permanently by the Trust.
Generally, the donors of these assets permit the
Trust to use all or part of the income earned on
related investments for general or specific purposes.

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 certain estimates and assumptions
that affect certain reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amount of revenue and expenses
during the reported period. Actual results could differ from those estimates.

Risks and uncertainties

The Trust maintains an investment portfolio consisting of stocks and mutual funds that are invested
in equity securities, bonds, money market and other investment securities. Investment securities
are exposed to various risks, such as interest rate, market, and credit risks. Due to the level of risk
associated with certain investments, it is at least reasonably possible that changes in the value of
these investments will occur in the near term and such changes could materially affect the Trust's
investment account balances.

Accounts receivable

Accounts receivable are stated at the amount the Trust's management expects to collect from
outstanding balances. The Trust's management provides for probable uncollectible amounts
through a charge to earnings and a credit to a valuation allowance based on historical collection
experience, its assessment of current economic conditions, review and assessment of estimated
funding sources and the financial condition of the debtor. Balances which are still outstanding after
the Trust's management has used reasonable collection efforts are written off through a charge to
the valuation allowance and a credit to accounts receivable.

Property, equipment and depreciation

All capital expenditures for, and gifts of, land, buildings, equipment, and musical instruments or
betterments in excess of $1,000 that materially prolong the useful lives of assets are capitalized.
Property and equipment are recorded as additions to unrestricted net assets and carried at cost at
the date of acquisition or fair value at the date of donation. Depreciation is computed over the
estimated useful lives ranging from two to forty years of the respective assets using primarily the
straight-line method.



Winchester Community Music School Trust

Notes to Financial Statements
July 31, 2019

At July 31, 2019, property and equipment with an original cost of $623,400 was fully depreciated
and still in service. No assets were disposed of in the year ended July 31, 2019.

Investments

The Trust's investments consist of marketable equity securities, mutual funds, money market funds
and long-term cash which are carried at their fair values. Unrealized gains and losses are included
in change in net assets. Gains and losses on the disposition of investments are determined based
on various methods, including the average cost method, first-in first-out method, and last-in last-out
method, depending on the type of underlying fund. Investment income and gains restricted by a
donor are reported as increases if the restrictions are met (either a stipulated time period ends or a
purpose restriction is accomplished) in the reporting period in which the income and gains are
recognized.

Endowments

The Trust's endowment consists of two funds; one designated to be held as a reserve by the Board
of Trustees, and one restricted by a donor to provide scholarships. The endowment includes funds
designated by the Board of Trustees to function as an endowment. In conformity with accounting
principles generally accepted in the United States of America, net assets associated with
endowment funds, including funds designated by the Board of Trustees to function as endowments,
are classified and reported based on the existence or absence of donor-imposed restrictions.

Interpretation of relevant law

The Board of Trustees has interpreted the Massachusetts Uniform Prudent Management of
Institutional Funds Act (the "Act") as requiring the preservation of the fair value of the original
gift as of the gift date of the donor-restricted endowment fund absent explicit donor stipulations
to the contrary and the preservation of the fair value of the Board-designated endowment funds
absent explicit stipulations to the contrary. As a result of this interpretation, the Trust classifies
as permanently restricted net assets (a) the original value of gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. Donor
restricted amounts not retained in perpetuity are subject to appropriation for expenditure by the
Trust in a manner consistent with the standards of prudence prescribed by the Act.

The Trust may accumulate so much of the annual net income as is deemed prudent to meet (1)
the long- and short-term needs of the Trust in carrying out its mission; (2) problems specific to
the Trust; (3) present and anticipated financial requirements; (4) expected total return on its
investments; (5) price level trends; and (6) general economic conditions. In addition, the Trust
may hold any or all of such accumulated income for subsequent expenditure for the uses and
purposes for which the Board endowment was established or may add any or all of the
accumulated income to the principal endowment fund that is deemed prudent.

In accordance with the Act, the Trust considers the following factors in making a determination
to appropriate or accumulate restricted endowment funds: (i) the duration and preservation of
the fund, (ii) the purposes of the Trust and the restricted endowment fund, (iii) general economic
conditions, (iv) the possible effect of inflation and deflation, (v) the expected total return from
income and the appreciation of investments, (vi) other resources of the Trust, and (vii) the
investment policies of the Trust.

10



Winchester Community Music School Trust

Notes to Financial Statements
July 31, 2019

Investment and spending policies

The Trust has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding while seeking to maintain the purchasing power of the
endowment assets. Endowment assets include those assets of donor-restricted funds that the
Trust must hold in perpetuity or for donor-specified periods, as well as Board-designated funds.
The Trust's Board of Trustees delegates to its Finance Committee, the oversight of investment
performance. The Finance Committee will review, and adjust on a quarterly basis as necessary,
the target mix of equities, fixed income securities and alternative assets, which, in general, are
designated to fall within a broad band of 50 - 70% equity, 20 - 30% fixed income, and 10 - 20%
alternative assets, depending on the Finance Committee's reading of current market conditions.
The Trust expects its endowment funds, over time, to provide an average rate of return equal to
the spending rate plus CPI annually. Actual returns in any given year may vary from this
amount.

To satisfy its long-term rate-of-return objectives, the Trust relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Trust targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term
return objectives within prudent risk constraints.

The Trust has a policy of appropriating for distribution each year 5% of its Board-designated
endowment fund's average fair value over the prior 12 quarters. In establishing this policy, the
Trust considered the long-term expected return on its endowment fund assets. Accordingly,
over the long-term, the Trust expects the current spending policy to be consistent with the
Trust's objective to maintain the purchasing power of the endowment fund assets held in
perpetuity or for a specified term as well as to provide additional real growth through investment
return.

Funds with deficiencies

From time-to-time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or the Act requires the Trust to retain
as a fund of perpetual duration. In accordance with accounting principles generally accepted in
the United States of America, deficiencies of this nature are reported in net assets with donor
restrictions. There were no deficiencies of this nature as of July 31, 2019.

Revenue recognition

Tuition and fee income is recognized as revenue in the year in which the lesson takes place or
services are performed. Tuition and fees received in advance are deferred and reflected as
deferred revenue until the lesson occurs.

Contributed services

During the year ended July 31, 2019, the value of contributed services meeting the requirements for
recognition in the financial statements under FASB's accounting guidance was not material and has
not been recorded. In addition, individuals volunteer their time and perform a variety of tasks that
assist the Trust, but these services do not meet the criteria for recognition as contributed services.

Contributions and donor restrictions

Contributions, including grants, are recognized when the donor makes a promise to give to the
Trust that is, in substance, unconditional. All contributions are considered to be available for without
restriction use unless specifically restricted by the donor. Amounts received that are designated for
future periods or restricted by the donor for specific purposes are reported as with donor restricted

11



Winchester Community Music School Trust

Notes to Financial Statements
July 31, 2019

use that increase those net asset classes. Contributions that are restricted by the donor are
reported as increases in net assets without donor restriction if the restrictions expire (that is when a
stipulated time restriction ends or purpose restriction is accomplished) in the reporting period in
which the revenue is recognized. All other donor-restricted contributions are reported as increases
in net assets with donor restrictions, depending on the nature of the restrictions. When a restriction
expires, the net assets are reclassified to net assets without donor restrictions and reported in the
statement of activities as net assets released from restrictions.

Unconditional promises to give are reported at net realizable value if at the time the promise is
made collection is expected to be received in one year or less. Unconditional promises to give that
are expected to be collected in more than one year are reported at fair value using present value
techniques and a discount rate determined by management of the Trust. Amortization of discounts
is recorded as additional contribution revenue in accordance with donor-imposed restrictions, if any,
on the contributions.

Conditional promises to give are recognized only when the conditions on which they depend are
substantially met and the promises become unconditional.

Contributions in the form of property and equipment and other assets are recorded at fair value on
the date the donation is received. Contributed services that require specialized skills are recognized
as revenue at estimated fair value when the service is received.

Functional allocation of expenses

The costs of providing the Trust's programs and supporting services have been summarized on a
functional basis in the statements of activities. Costs that can be identified with a specific program
or support service are charged directly to that program or support service. Staff costs are allocated
based on time and effort. Management and general expenses include costs not identifiable with any
specific program, but which provide for the overall support and direction of the Trust.

Advertising and marketing
Advertising and marketing costs are expensed when incurred. Amounts incurred for the year ended
July 31, 2019 totaled $14,366.

Income taxes

The Trust is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code.
However, income from certain activities not directly related to the Trust's tax-exempt purpose is
subject to taxation as unrelated business income. The Trust had no unrelated business income for
the year ended July 31, 2019. Accordingly, no provision for income taxes has been made in the
accompanying financial statements.

Management has evaluated significant tax positions against the criteria established by professional
standards and believes there are no such tax positions requiring accounting recognition in the
financial statements. Management does not believe its evaluation of tax positions will significantly
change within 12 months of July 31, 2019. Any changes in tax positions will be recorded when the
ultimate outcome becomes known. The Trust's income tax returns are subject to examination by
taxing authorities generally for the years ended July 31, 2016, 2017 and 2018.

Accrued interest and penalties associated with uncertain tax positions are recognized as a part of
interest expense and miscellaneous expenses, respectively, in the accompanying statement of
activities. The Trust has no accrued interest and penalties associated with uncertain tax positions at
July 31, 2019 and none were incurred during the year then ended.

12



Winchester Community Music School Trust

Notes to Financial Statements
July 31, 2019

Prior year summarized information

The financial statements include certain prior year summarized comparative information in total but
not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with accounting principles generally accepted in the United States of
America. Accordingly, such information should be read in conjunction with the Trust's financial
statements for the year ended July 31, 2018, from which the summarized information was derived.

Subsequent events
The Organization has evaluated subsequent events through December 18, 2019, which is the date
these financial statements were available to be issued.

Note 3 - Liquidity and availability

Financial assets available for general expenditure within one year consist of the following:

Financial assets at year end

Cash $ 315,298
Accounts receivable 5,248
Investments 3,493,331
Total financial assets 3,813,877

Less amounts not available to be used within one year
Amounts restricted by donor with time or purpose restrictions 30,836

Financial assets available to meet general expenditures within one year $ 3,783,041

The Trust regularly monitors liquidity required to meet its operating needs and other contractual
commitments, while also striving to maximize the investment of its available funds.

In addition to financial assets available to meet general expenditures over the next 12 months, the
Trust operates with a balanced budget and anticipates collecting sufficient revenue to cover general
expenditures not covered by donor-restricted sources.

The Trust has various sources of liquidity at its disposal including cash, investments and a steady
revenue stream from tuition revenue.

Note 4 - Restricted and Board-designated net assets

Net assets with donor restrictions
Net assets with donor restrictions are available for the following purposes at July 31, 2019:

Facilities $ 11,455
Financial assistance 10,426
Music therapy 8,955

$ 30,836

13



Winchester Community Music School Trust
Notes to Financial Statements
July 31, 2019

Net assets were released from donor restrictions by incurring expenses satisfying the restricted
purposes or by the occurrence of other events specified by the donor during the year ended July
31, 2019 as follows:

Music therapy $ 12,205

$ 12,205

Board-designated — Net assets without donor restrictions

The Board of Trustees has designated certain funds to be held as reserves. Funds designated by
the Board are held in investments. The Trust's policy is to transfer, on an annual basis at the end of
the fiscal year, an amount to operations equal to 5% of the average market value of the reserved
assets for the previous 12 quarters. For the year ended July 31, 2019, $147,442 was transferred in
July 2019. All Board-designated funds are classified as long-term since the amount to be
transferred in the next fiscal year is not currently estimable. As of July 31, 2019, Board-designated
funds totaled $3,206,125.

During the year ended July 31, 2010, the Trust conducted and completed a capital needs
assessment to determine the useful lives of the Trust's property and equipment and current
estimates of costs of major repairs and replacements that may be required in the future. In May
2010, the Board of Trustees approved the establishment of a capital reserve fund, effective August
1, 2010, into which contributions will be made annually to accumulate funds to pay the expenses
when major capital assets need to be repaired or replaced. The opening balance of $150,000 was
deposited to the reserve in September 2010. An amount that is determined and approved by the
Board will be deposited annually at each fiscal year-end. In addition, it is the Board's intent to
maintain a minimum balance of at least $50,000 in the reserve as of the end of each fiscal year.

For the year ended July 31, 2019, activity in the capital reserve fund was as follows:

Balance, beginning of year $ 160,742
Withdrawals (43,187)
Investment income 5,753

Balance, end of year $ 123,308

Note 5 - Concentration of credit risk

The Organization maintains its cash balances in several accounts in various banks. The cash
balance is insured by the Federal Deposit Insurance Corporation up to $250,000. At times, these
balances may exceed the federal insurance limits; however, the Trust has not experienced any
losses with respect to its bank balances in excess of government provided insurance. Management
believes that no significant concentration of credit risk exists with respect to these cash balances at
July 31, 2019.

The Trust holds various investment funds in a combination of bonds, mutual funds and other

investment securities. At July 31, 2019, the Trust had $3,493,331 in brokerage accounts, which
were not insured and subject to various risks, such as interest rate, market, and credit risks.

14



Winchester Community Music School Trust

Notes to Financial Statements
July 31, 2019

Note 6 - Investments

The Trust holds investment funds in separate accounts to fund operating, endowment and
scholarship related activities.

The cost and fair value of these investments at July 31, 2019 were as follows:

Cost Fair value
Mutual funds
Stock funds $ 1,101,157 $ 2,022,665
Bond funds 1,193,356 1,198,726
Other funds 59,321 77,779
2,353,834 3,299,170
Long-term cash 22,033 22,033
Short-term investments and money market funds 172,128 172,128
$ 2,547,995 3,493,331
For the year ended July 31, 2019, investment activity was as follows:

Investments, beginning of year 3,580,777
Purchases of investments 724,980
Sales of investments (828,608)
Net deposits to (withdrawals from) investments (100,226)
Investment return 116,408
$ 3,493,331

For the year ended July 31, 2019, investments were segregated into the following accounts:

General operations $ 161,711
Capital campaign 2,187
Capital reserve 123,308
Endowment 3,206,125
Total $ 3,493,331

The investments are invested in several funds and industry segments. At July 31, 2019, funds
comprising greater than 10% of the fair value of investments were as follows:

Vanguard Index Trust S&P 500 18.69%
Vanguard Int'| Growth Portfolio 13.96%
Vanguard Total Bond Market Index Admiral 13.49%

15



Winchester Community Music School Trust
Notes to Financial Statements
July 31, 2019
Note 7 - Endowment

The endowment net asset composition by type of fund as of July 31, 2019 is as follows:

Net assets without Net assets with
Fund type donor restrictions donor restrictions Total
Donor-designated endowment $ - $ 21,880 $ 21,880
Board-designated endowment 3,184,245 - 3,184,245
$ 3,184,245 $ 21,880 $ 3,206,125

Changes in the endowment net assets for the year ended July 31, 2019 are as follows:

Net assets without Net assets with
Fund type donor restrictions donor restrictions Total

Endowment, net assets,

beginning of year $ 3,222,759 $ 21,880 $ 3,244,639
Investment return 108,928 - 108,928
Appropriation of endowment

assets for expenditure (147,442) - (147,442)
Endowment, net assets,

end of year $ 3,184,245 $ 21,880 $ 3,206,125

Note 8 - Fair value measurements
The fair value hierarchy under the guidance is as follows:

Level 1 Quoted prices in active markets that are unadjusted and accessible at the
measurement date for identical, without donor restricted assets or liabilities;

Level 2 Quoted prices for identical assets and liabilities in markets that are not
active, quoted prices for similar assets and liabilities in active markets or
financial instruments for which significant inputs are observable, either
directly or indirectly; and

Level 3 Prices or valuations that require inputs that are both significant to the fair
value measurement and unobservable.

The asset or liability's fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs. The
guidance requires the use of observable data if such data is available without undue cost and effort.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used during the year ended July 31, 2019.
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Mutual funds

Long-term cash

Short-term investments
and money market
funds

Winchester Community Music School Trust

Notes to Financial Statements
July 31, 2019

Valued at the daily closing price as reported by the fund. Mutual funds
held by the Trust are open-ended mutual funds that are registered
with the Securities and Exchange Commission. These funds are
required to publish their daily net asset value ("NAV") and to transact
at that price. The mutual funds held by the Trust are deemed to be
actively traded.

Valued at the daily closing price as reported by the broker.

Valued at the daily closing price as reported by the funds.

The following table sets forth by level, within the fair value hierarchy, the Trust's fair value of assets
measured on a recurring basis as of July 31, 2019:

Investments
Mutual funds
Stock funds
Bond funds
Other funds
Long-term cash

Short-term investments and

money market funds

Total investments

Level 1 Level 2 Level 3 Total
$ 2,022,665 $ - $ - $ 2,022,665
1,198,726 - - 1,198,726
77,779 - - 77,779
22,033 - - 22,033
172,128 - - 172,128
$ 3,493,331 $ - $ - $ 3,493,331

The preceding methods described may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, although the Trust believes its
valuation method is appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could
result in a different fair value measurement at the reporting date.

Note 9 - Employee benefit plan

The Trust sponsors an individual-based tax-sheltered retirement savings plan (the "Plan") under
Section 403(b) of the Internal Revenue Code. This plan enables any employee to contribute to the
Plan. Contributions are limited to the amounts prescribed by the Internal Revenue Code. The Plan
provides no sponsor matching or contribution.
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