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REPORT OF INDEPENDENT AUDITORS 
 
 
To the Board of Directors 
Military Interstate Children’s Compact Commission 
Lexington, Kentucky 
 
Opinion 
 
We have audited the accompanying financial statements of the business-type activities of the 
Military Interstate Children’s Compact Commission (the Compact) which comprise the statements of 
net position as of June 30, 2025 and 2024, and the statements of revenues, expenses, and changes in 
net position and cash flows for the years then ended, and 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 Compact as of June 30, 2025 and 2024, and changes in its net position 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 generally accepted in the United 
States of America. Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of the Compact 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 Compact'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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To the Board of Directors 
Military Interstate Children’s Compact Commission 
Lexington, Kentucky 
 
 
Auditor’s 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 auditor’s 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 substantial likelihood that, 
individually or in the aggregate, they would influence the judgement made by a reasonable user 
based on the financial statements. 
 
In performing an audit in accordance with generally accepted auditing standards, we: 
 

 Exercise professional judgement and maintain professional skepticism throughout the audit. 
 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. 

 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 Compact's internal control. Accordingly, no such 
opinion is expressed. 

 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. 

 Conclude whether, in our judgement, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the Compact'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. 
 

 
 

Lexington, Kentucky 
September 24, 2025
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Military Interstate Children’s Compact Commission's (the Compact) management team offers readers of the 
basic financial statements of the Compact the following narrative overview and analysis of the financial 
activities of the Compact for fiscal year 2025 with comparative data for fiscal years 2024 and 2023. The 
following should be read in conjunction with our basic financial statements and notes thereto.  
 
Basic Financial Statements  
 
The Compact’s basic financial statements are prepared on the accrual basis of accounting in accordance with 
accounting principles generally accepted in the United States of America (GAAP) as promulgated by the 
Governmental Accounting Standards Board (GASB). This is the same basis of accounting employed by most 
private sector enterprises. Revenues are recognized when earned and expenses are recognized when 
incurred. See the notes to the basic financial statements for a summary of the Compact's significant 
accounting policies.  
 
Our basic financial statements include the following components:  
 
Statements of net position present information on the assets and liabilities of the Compact, with the 
resulting difference between the two reported as net position. Over time, increases or decreases in net 
position may serve as a useful indicator of whether the financial position of the Compact is improving or 
deteriorating.  
 
Statements of revenues, expenses, and changes in net position report revenues and expenses, classified as 
operating, for the period. The resulting change in net position for the period combined with the beginning 
of the year total net position balance reconciles to the end of the year total net position, per the statements 
of net position.  
 
Statements of cash flows report the cash flows experienced by the Compact from operating and investing 
activities. The net result of the cash provided by or used in these activities for the period, added to the 
beginning of the year balance reconciles to the total cash and cash equivalents, as presented on the 
statements of net position.  
 
Notes to the financial statements provide additional information on the data presented in the basic financial 
statements as of and for the years ended June 30, 2025 and 2024.  
 
COMPACT ACTIVITIES  
 
The Compact provides for the uniform treatment of military children transferring between school districts 
and states. It was developed by The Council of State Governments' National Center for Interstate Compacts, 
the Department of Defense, national associations, federal and state officials, departments of education, 
school administrators and military families. Each state must adopt the Compact through their legislative 
process. Participation is voluntary. Each state appoints representation to a governing commission 
responsible for enacting rules to implement the Compact. Each participating state also creates a state council 
based on the requirements of their state legislation. 
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All 50 states and the District of Columbia adopted the Compact. Member states have formed their State 
Councils and inform school districts and stakeholders of the terms of the Compact. The Commission 
convenes Annual Business Meetings in various locations throughout the United States. 
 
FINANCIAL HIGHLIGHTS  
 
The following major financial highlights are of note for the year ended June 30, 2025 (amounts rounded):  
 

 Assets exceeded liabilities by $2,052,000 as of June 30, 2025 and $1,983,000 as of June 30, 2024.  
 

 The total balance of net position is unrestricted as of June 30, 2025 and 2024.  
 

 Net position increased $69,000 and $136,000, respectively, for the fiscal years ended June 30, 2025 
and 2024.  
 

 Operating revenues were $839,000 for the fiscal year ended June 30, 2025 and $851,000 for the fiscal 
year ended June 30, 2024. 

 
The following major financial highlights are of note for the year ended June 30, 2024 (amounts rounded):  
 

 Assets exceeded liabilities by $1,983,000 as of June 30, 2024 and $1,846,000 as of June 30, 2023.  
 

 The total balance of net position is unrestricted as of June 30, 2024 and 2023.  
 

 Net position increased $136,000 and $101,000, respectively, June 30, 2024 and 2023.  
 

 Operating revenues were $851,000 for the fiscal year ended June 30, 2024 and $787,000 for the fiscal 
year ended June 30, 2023. 
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NET POSITION SUMMARY  
 
Net position was approximately $2,052,000 at June 30, 2025, $1,983,000 at June 30, 2024 and $1,846,000 at 
June 30, 2023. The increase in net position for fiscal year 2025 was due to increased investment income from 
sustained interest rates and appreciation. The increase in net position for fiscal year 2024 was due to rising 
interest rates and market recovery.  
 
A condensed summary of the major components of the net position as of June 30, 2025, 2024, and 2023 is 
as follows (amounts rounded):  
 

FY 2025 FY 2024
2025 2024 2023 $ change % change $ change % change

Current assets $ 1,409,000 $ 1,410,000 $ 1,425,000 $ (1,000) -0.07% $ (15,000) -1.05%

Noncurrent assets $ 715,000 $ 641,000 $ 547,000 $ 74,000 11.54% $ 94,000 17.18%

Current liabilities $ 72,000 $ 68,000 $ 127,000 $ 4,000 5.88% $ (59,000) -46.46%

Unrestricted net position $ 2,052,000 $ 1,983,000 $ 1,846,000 $ 69,000 3.48% $ 137,000 7.42%

Current assets were stable across years while noncurrent assets increased due to appreciation of 
investments. Current liabilities decreased in FY 2024 as advance payments received on dues decreased. 
 
CHANGES IN NET POSITION 
 
A condensed summary and discussion of changes in net position, revenues, and expenses for fiscal years 
2025, 2024, and 2023 is as follows (amounts rounded): 
 

FY 2025 FY 2024
2025 2024 2023 $ change % change $ change % change

Operating revenues $ 839,000 $ 851,000 $ 787,000 $ (12,000) -1.41% $ 64,000 8.13%

Operating expenses $ 769,000 $ 715,000 $ 686,000 $ 54,000 7.55% $ 29,000 4.23%

Change in net position $ 70,000 $ 136,000 $ 101,000 $ (66,000) -48.53% $ 35,000 34.65%
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Revenues 
 

FY 2025 FY 2024
2025 2024 2023 $ change % change $ change % change

Appropriations $ 661,000 $ 651,000 $ 664,000 $ 10,000 1.54% $ (13,000) -1.96%
Investment income
 and gains (losses) 131,000 162,000 104,000 (31,000) -19.14% $ 58,000 55.77%
Other 47,000 38,000 19,000 9,000 23.68% $ 19,000 100.00%
Total operating revenue $ 839,000 $ 851,000 $ 787,000 $ (12,000) -1.41% $ 64,000 8.13%

Fiscal Year 2025 
 
Appropriations revenue was stable year-over-year. 
 
Investment income reflects market performance during the fiscal year. As an industry comparison, the S&P 
500 increased 13.63% over the same period. 
 
Other revenues reflect conference registrations during the year. 66 registrations in fiscal year 2025 compared 
with 54 registrations in fiscal year 2024. 
 
Fiscal Year 2024 
 
Appropriations revenue was stable year-over-year. 
 
Investment income reflects market performance during the fiscal year. As an industry comparison, the S&P 
500 increased 22.70% over the same period. 
 
Other revenues reflect conference registrations during the year. 54 registrations in fiscal year 2024 compared 
with 37 registrations in fiscal year 2023. 
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Expenses 
 

FY 2025 FY 2024
2025 2024 2023 $ change % change $ change % change

Management fees $ 424,000 $ 360,000 $ 337,000 $ 64,000 17.78% $ 23,000 6.82%
Travel and meetings 196,000 248,000 200,000 (52,000) -20.97% 48,000 24.00%
Consultants 59,000 36,000 69,000 23,000 63.89% (33,000) -47.83%
Occupancy 21,000 19,000 21,000 2,000 10.53% (2,000) -9.52%
Professional services 8,000 8,000 7,000 0 0.00% 1,000 14.29%
Other 61,000 44,000 52,000 17,000 38.64% (8,000) -15.38%
Total operating expenses $ 769,000 $ 715,000 $ 686,000 $ 54,000 7.55% $ 29,000 4.23%

Fiscal Year 2025 
 
Management fees increased due to increase in indirect cost rate. 
 
Travel and meetings decreased due to lower venue costs and lower in-person attendance. 
 
Consulting expense increased due to legal fees for California court case involving graduation and course 
placement. 
 
Other costs increased due to promotional booklets, office expenses, and credit card processing fees. 
 
Fiscal Year 2024 
 
Management fees increased due to increases in indirect cost rate. 
 
Travel and meetings increased due to in-person attendance at annual business meeting. 
 
Consulting expense decreased due to completion of strategic plan work. 
 
Other costs decreased due to reductions in office expense and marketing. 
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DISCUSSION OF CURRENTLY KNOWN FACTS, DECISIONS, OR CONDITIONS 
 
The Compact has approved its fiscal year 2025-2026 operating budget. Budgeted operating revenues are 
approximately $656,000. Budgeted operating expenditures are approximately $946,000, of which 
approximately 50% is personnel and related costs included as management fees.  
 
REQUEST FOR INFORMATION  
 
This financial report is designed to provide interested parties with a general overview of the Compact's 
finances. Questions concerning any of the information provided in this report or requests for additional 
information should be addressed to the Executive Director, Military Interstate Children’s Compact 
Commission, 1776 Avenue of the States, Lexington, Kentucky, 40511 or by e-mail to mic3info@csg.org.  



2025 2024

Current assets:
Accounts receivable $ 74,877 $ 69,790
Prepaid expenses 12,838 0
Due from affiliate 1,321,300 1,339,981

Total current assets 1,409,015 1,409,771

Investments 714,707 640,860

Total assets $ 2,123,722 $ 2,050,631

Current liabilities:
Accounts payable $ 2,651 $ 2,450
Deferred revenue 69,000 65,556

Total liabilities 71,651 68,006

Unrestricted net position 2,052,071 1,982,625

Total liabilities and net position $ 2,123,722 $ 2,050,631

MILITARY INTERSTATE CHILDREN’S COMPACT COMMISSION
STATEMENTS OF NET POSITION

JUNE 30, 2025 AND 2024

A S S E T S

L I A B I L I T I E S    A N D   N E T   P O S I T I O N

See accompanying notes 
  to financial statements.  9



2025 2024

Operating revenues:
Appropriations $ 661,017 $ 651,314
Investment income 73,377 81,259
Unrealized gains (losses) 57,948 80,471
Other revenue 46,560 37,634

Total operating revenues 838,902 850,678

Operating expenses:
Management fees 423,541 360,211
Travel and meetings 195,631 247,618
Consultants 59,479 35,752
Occupancy 20,791 18,916
Professional fees 7,860 7,530
Information technology 14,279 10,885
Advertising 30,012 17,269
Telephone 2,522 3,417
Other 15,341 12,709

Total operating expenses 769,456 714,307

Change in net position 69,446 136,371
 
Unrestricted net position,
  beginning of year 1,982,625 1,846,254

Unrestricted net position, end of year $ 2,052,071 $ 1,982,625

MILITARY INTERSTATE CHILDREN’S COMPACT COMMISSION
STATEMENTS OF REVENUES, EXPENSES, AND 

CHANGES IN NET POSITION
YEARS ENDED JUNE 30, 2025 AND 2024

See accompanying notes 
  to financial statements.  10



2025 2024

Cash flows from operating activities:
Cash received from members $ 705,934 $ 560,407
Cash payments to suppliers for goods and services (428,503) (407,067)
Cash payments for management services (353,590) (304,790)
Other receipts 73,377 81,259

Net cash flows from
  operating activities (2,782) (70,191)

Cash flows from investing activities:
Purchases of investments (15,899) (12,190)
Decrease in due from affiliate 18,681 82,381

Net cash flows from
  investing activities 2,782 70,191

Net change in cash 0 0

Cash, beginning of year 0 0

Cash, end of year $ 0 $ 0

Reconciliation of operating income to 
  cash flows from operating activities:

Change in net position $ 69,446 $ 136,371
Adjustments to reconcile change in net position to
  net cash provided by operating activities:

Unrealized (gains) losses (57,948) (80,471)
Changes in operating assets
  and liabilities:

Accounts receivable (5,087) (67,490)
Prepaid expenses (12,838) 0
Accounts payable 201 2,450
Deferred revenue 3,444 (61,051)

Net cash flows from
  operating activities $ (2,782) $ (70,191)

See discussion at Note 3 regarding the Compact's financial processes for cash.

MILITARY INTERSTATE CHILDREN’S COMPACT COMMISSION
STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2025 AND 2024

See accompanying notes 
  to financial statements.  11
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1. SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
 
Organization 
 
The Military Interstate Children’s Compact Commission (the Compact) was formed in 2009. The goal 
of the Compact is to replace the widely varying policies affecting transitioning military students. The 
Compact leverages consistency and uses a comprehensive approach that provides a consistent policy 
in every school district and in every state that chooses to join. The primary source of revenue is 
derived from state member dues. 
 
The Compact addresses key educational transition issues encountered by military families including 
enrollment, placement, attendance, eligibility and graduation. The Compact seeks to make transition 
easier so that children of military families are not penalized or delayed in achieving their educational 
goals.  
 
Children of active-duty members of the uniformed services, National Guard and Reserve on active-
duty orders, and members or veterans who are medically discharged or retired for one year are 
eligible for assistance. 
 
Basis of Accounting and Accounting Presentation 
 
This summary of significant accounting policies is presented to assist in understanding the 
Compact's financial statements. The financial statements and accompanying notes are 
representations of the Compact's management who is responsible for their integrity and objectivity.  
 
The Compact’s operations are presented as a single enterprise fund. Enterprise funds distinguish 
operating revenues and expenses from non-operating items in accordance with the flow of economic 
resources measurement focus and the accrual basis of accounting. All assets, liabilities, net position, 
revenues, and expenses are accounted for through a single enterprise fund with revenues recorded 
when earned and expenses recorded at the time the corresponding liabilities are incurred. 
 
Revenues from appropriations are reported as operating revenues. Purchases of services, materials 
and supplies, and other miscellaneous expenses are reported as operating expenses.  
 
Pursuant to Governmental Accounting Standards Board (GASB) Statement No. 62, Codification of 
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 Financial 
Accounting Standards Board (FASB) and American Institute of Certified Public Accountants (AICPA) 
Pronouncements, the Compact follows GASB guidance as applicable to enterprise funds. 
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Receivables 
 
Receivables are reported at their gross value when earned and are reduced by the estimated portion 
that is expected to be uncollectable. The allowance for uncollectible amounts is based on collection 
history and information regarding the credit worthiness of those doing business with the Compact. 
There were no material amounts considered uncollectible at June 30, 2025 or 2024. 
 
Operating Revenues and Expenses 
 
Operating revenues consist of appropriations and other revenues. Operating expenses include 
management fees, consultants, travel and meeting expenses, occupancy and other expenses.  
 
Appropriations 
 
The Compact may levy on and collect an annual assessment from each member state to cover the 
Compact’s annual budget as approved each year. The aggregate annual assessment amount shall be 
allocated based upon a formula to be determined by the Compact, which shall promulgate a rule 
binding upon all member states.  
 
Revenue for membership dues is recognized as earned throughout the term of membership. Dues 
that are paid in advance are included as deferred revenue. 
 
Net Position 
 
Net position represents the difference between assets and liabilities. Net position is reported as 
restricted when there are limitations imposed on their use through external restrictions imposed by 
creditors, grantors, laws or regulations of other governments. The Compact applies restricted 
resources first when an expense is incurred for purposes for which both restricted and unrestricted 
resources are available. 
 
Use of Estimates 
 
Management of the Compact has made a number of estimates and assumptions relating to the 
reporting of assets, liabilities, revenues, expenses, and the disclosure of contingent assets and 
liabilities, to prepare these financial statements in conformity with accounting principles generally 
accepted in the United States of America. Actual results could differ from those estimates. 
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Subsequent Events 
 
The Compact evaluates events occurring subsequent to the date of the financial statements in 
determining the accounting for and disclosure of transactions and events that affect the financial 
statements. Subsequent events have been evaluated through September 24, 2025, which is the date 
the financial statements were available to be issued.  
 

2. INVESTMENTS 
 
The Compact presently does not have an investment policy to address interest rate risk, custodial 
credit risk, or concentration of credit risk. 
 
The Compact follows GASB Statement No. 72, Fair Value Measurement and Application, with respect 
to financial assets and liabilities. GASB 72 defines fair value, establishes a framework for measuring 
fair value and expands disclosures about fair value measurements. Fair value is defined as the price 
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 
market participants at the measurement date. GASB 72 establishes a fair value hierarchy that 
prioritizes the inputs to valuation techniques used to measure fair value into three broad levels.  

Following is a brief description of those three levels. 
 
Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or 
liabilities in active markets that the Compact has the ability to access. 
 
Level 2: Inputs to the valuation methodology include quoted prices for similar assets or liabilities in 
active markets; quoted prices for identical or similar assets or liabilities in inactive markets; inputs 
other than quoted prices that are observable for the asset or liability; inputs that are derived 
principally from or corroborated by observable market data by correlation or other means. If the 
asset or liability has a specified (contractual) term, the level 2 input must be observable for 
substantially the full term of the asset or liability. 
 
Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. 
 
The methods and assumptions used to estimate the fair value of assets and liabilities in the financial 
statements, including a description of the methodologies used for the classifications within the fair 
value hierarchy, are as follows. 
 
Mutual funds: Valued at the daily closing price as reported by the fund. Mutual funds held by the 
Compact are open-end mutual funds that are registered with the Securities and Exchange 
Commission and are actively traded. 
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Below is a detail of amounts included in deposits and investments as of June 30, 2025 and 2024. 
Amounts rounded and all amounts are Level 1.  
  

Description 2025 2024
Large-blend equity mutual fund $ 433,000 $ 428,000
Short-term bond fund 282,000 213,000

$ 715,000 $ 641,000

 
The average duration of the short-term bond fund (the Bond Fund) is 2.57 years. The average 
maturity is 3.11 years and the yield to maturity is 4.39%. The Bond Fund has a Morningstar rating of 
four stars and is comprised of cash (.17%), and bonds (99.73%). The bonds are comprised of 
securities with ratings of AAA (9.63%), AA (3.05%), A (34.27%), BBB (52.02%) and other (1.03%). 
 

3. AFFILIATE 
 
The Compact is affiliated with The Council of State Governments (CSG). CSG provides the Compact 
with management and accounting services. Under the Memorandum of Understanding (the 
Memorandum) between CSG and the Compact, CSG will pay monthly interest on the balance due to 
affiliate of .75% less than the average return earned by CSG on its short-term investment account. 
Interest income for fiscal years 2025 and 2024 was approximately $57,500 and $69,100, respectively, 
and is included in investment income in the accompanying financial statements. 
 
The individuals who comprise the staff of the Compact are employees of CSG and their related 
wages and benefit expenses are passed through to the Compact. Wages and benefit expense passed 
through to the Compact for fiscal years 2025 and 2024 were approximately $354,000 and $305,000, 
respectively, and is included in management fees in the accompanying financial statements. 
 
Pursuant to the terms of the Memorandum, the Compact agrees to pay indirect costs of 10% of total 
direct expenses. Total indirect costs for fiscal years 2025 and 2024 were approximately $70,000 and 
$55,000, respectively, and is included in management fees in the accompanying financial statements. 
 
The Compact leases its office space on a month-to-month basis from CSG. Total rent expenses for 
fiscal years 2025 and 2024 were approximately $20,800 and $18,900, respectively, and is included in 
occupancy expense in the accompanying financial statements. 
 
The Compact’s expenses are paid through check requests to CSG and credit cards maintained by 
CSG. Customer payments and other receipts are deposited to bank accounts maintained by CSG. The 
Compact does not have direct access to any bank accounts or other sources of cash. For this reason, 
the accompanying statement of net position does not include an amount for cash. 
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Following is an analysis of the amount due from CSG at June 30 (amounts rounded) : 
 

    2025  2024 

 Cash held by CSG on behalf      

  of the Compact $ 1,379,000  $ 1,389,000  
       

 Additions, year-end accruals for     

  amounts owed to the Compact:     

  Interest  4,000   5,000  
       

 Deductions, year-end accruals for     

  amounts owed to CSG:     

  Vacation and payroll  52,000   47,000  

  Management fees  3,000   4,000  

  Other  6,000   2,000  

    62,000   53,000  
       

  Due from CSG $ 1,321,000  $ 1,340,000  

       
4. CONCENTRATIONS 

 
Five member states accounted for approximately 45.26% and 45.94%, respectively, of appropriations 
revenue for the years ended June 30, 2025 and 2024. 
 
As of June 30, 2025 and 2024, approximately 62.28% and 65.34%, respectively, of total assets was 
comprised of amounts due from CSG.  
 
As discussed in Note 3, the Compact’s cash is in accounts maintained by CSG. CSG maintained 
approximately $61,271,000 and $38,860,000, respectively, in an overnight repurchase agreement 
collateralized by securities at June 30, 2025 and 2024 




