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INDEPENDENT AUDITOR’S REPORT 
 
 
To the Board of Directors 
An Achievable Dream Virginia Beach, Inc.  
 
Report on Financial Statements  
 
We have audited the accompanying financial statements of An Achievable Dream Virginia Beach, Inc. 
(the Organization), a nonprofit organization, which comprise the statement of financial position as of    
June 30, 2019, 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 Organization’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 Organization’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. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Organization as of June 30, 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. 
 
Report on June 30, 2018 Financial Statements 
 
The financial statements of the Organization, as of and for the year ended June 30, 2018, were reviewed 
by us and our report thereon, dated April 24, 2019, stated that, based on our procedures, we were not 
aware of any material modifications that should be made to those financial statements for them to be in 
conformity with accounting principles generally accepted in the United States of America. A review 
includes primarily applying analytical procedures to management’s financial data and making inquiries of 
management. A review is substantially less in scope than an audit, the objective of which is the 
expression of an opinion regarding the financial statements as a whole. Accordingly, we did not express 
such an opinion. 
 
 
 
 
Norfolk, Virginia 
April 15, 2020 
 
 
 

ribaczynski
PB Mares



 

 

FINANCIAL STATEMENTS 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
STATEMENTS OF FINANCIAL POSITION 
June 30, 2019 and 2018 
 

See Notes to Financial Statements. 3 

Audited Reviewed
2019 2018

ASSETS
Current Assets

Cash and cash equivalents 262,995$           349,139$           
Pledges receivable, current portion 709,571             505,900             
Due from related parties 429,100             351,220             
Prepaid expenses 108,254             56,452               

Total current assets 1,509,920          1,262,711          

Equipment, net 910                    1,750                 

Other Assets
Pledges receivable, net 939,831             781,798             
Beneficial interest in assets held by others 121,956             -                         

1,061,787          781,798             

Total assets 2,572,617$        2,046,259$        

LIABILITIES AND NET ASSETS
Current Liabilities

Accounts payable 96,483$             500$                  
Due to related parties 9,826                 34,868               

Total current liabilities 106,309             35,368               

Net Assets
Without donor restrictions 777,221             761,393             
With donor restrictions 1,689,087          1,249,498          

Total net assets 2,466,308          2,010,891          

Total liabilities and net assets 2,572,617$        2,046,259$        

 
 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
STATEMENTS OF ACTIVITIES 
Years Ended June 30, 2019 and 2018 
 

See Notes to Financial Statements.  
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Without Donor With Donor Without Donor With Donor

Restrictions Restrictions Total Restrictions Restrictions Total
Revenues, Gains and Support

Contributions 674,948$               893,533$               1,568,481$            433,381$               634,976$               1,068,357$            
Grants from Endowment 481,437                 -                             481,437                 385,086                 -                             385,086                 
Miscellaneous revenue 2                            -                             2                            1,400                     -                             1,400                     
Change in fair value of beneficial interest in assets held by others -                             13,756                   13,756                   -                             -                             -                             
Interest income 50                          -                             50                          49                          -                             49                          
Net assets released from restriction 467,700                 (467,700)                -                             342,578                 (342,578)                -                             

Total revenues, gains and support 1,624,137              439,589                 2,063,726              1,162,494              292,398                 1,454,892              
 

Expenses
Program services 1,164,713              -                             1,164,713              855,058                 -                             855,058                 
Management and general 232,079                 -                             232,079                 184,455                 -                             184,455                 
Fundraising 211,517                 -                             211,517                 143,849                 -                             143,849                 

Total expenses 1,608,309              -                             1,608,309              1,183,362              -                             1,183,362              

Change in net assets 15,828                   439,589                 455,417                 (20,868)                  292,398                 271,530                 

Net Assets
Beginning 761,393                 1,249,498              2,010,891              782,261                 957,100                 1,739,361              

Ending 777,221$               1,689,087$            2,466,308$            761,393$               1,249,498$            2,010,891$            

2019 2018
Audited Reviewed

 
 
 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
STATEMENTS OF FUNCTIONAL EXPENSES 
Years Ended June 30, 2019 and 2018 
 

See Notes to Financial Statements.  
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Program Management Program Management
Services  and General Fundraising Total  Services and General Fundraising Total

Administration, related party
 allocation -$                       47,412$             -$                       47,412$             -$                       45,810$             -$                       45,810$             
Bad debt expense -                         11,653               -                         11,653               -                         105                    -                         105                    
Club expenses 14,122               -                         -                         14,122               8,082                 -                         -                         8,082                 
Depreciation -                         840                    -                         840                    -                         840                    -                         840                    
Development, public and donor
 relations -                         -                         18,965               18,965               -                         -                         10,026               10,026               
Field trips 31,200               -                         -                         31,200               32,822               -                         -                         32,822               
Food 18,200               -                         -                         18,200               7,978                 -                         -                         7,978                 
Fundraising event costs -                         -                         -                         -                         -                         -                         57                      57                      
Insurance 10,012               -                         -                         10,012               9,398                 -                         -                         9,398                 
Miscellaneous administration -                         8,337                 -                         8,337                 -                         4,264                 -                         4,264                 
Payroll and benefits 838,512             140,669             183,747             1,162,928          613,646             112,025             133,263             858,934             
Payroll processing fees 4,008                 799                    728                    5,535                 2,988                 645                    503                    4,136                 
Printing and reproduction -                         -                         8,077                 8,077                 -                         -                         -                         -                         
Professional fees -                         22,369               -                         22,369               -                         20,766               -                         20,766               
School based programs 197,500             -                         -                         197,500             141,727             -                         -                         141,727             
Uniforms 51,159               -                         -                         51,159               38,417               -                         -                         38,417               

Total expenses 1,164,713$        232,079$           211,517$           1,608,309$        855,058$           184,455$           143,849$           1,183,362$        

2019 2018
Audited Reviewed

 
 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
STATEMENTS OF CASH FLOWS 
Years Ended June 30, 2019 and 2018 
 

See Notes to Financial Statements. 6 

Audited Reviewed
2019 2018

Cash Flows from Operating Activities
Change in net assets 455,417$           271,530$           
Adjustments to reconcile change in net assets to
 net cash used in operating activities:

Depreciation expense 840                    840                    
Contributions restricted for long-term purposes (500,000)            (608,976)            
Bad debt expense 11,653               105                    
Change in fair value of beneficial interest in assets 
 held by others (13,756)              -                         
Changes in assets and liabilities:

Due from related parties (77,880)              (351,220)            
Pledges receivable (200,057)            (26,000)              
Accounts receivable, other -                         70,000               
Prepaid expenses (51,802)              (28,187)              
Due to related parties (25,042)              34,868               
Accounts payable 95,983               (20,153)              

Net cash used in operating activities (304,644)            (657,193)            

Cash Flows from Investing Activities
Additions to beneficial interest in assets held by others (108,200)            -                         

Net cash used in investing activities             (108,200) -          

Cash Flows from Financing Activities
Collection of contributions restricted for long-term purposes 326,700             372,595             

Net cash provided by financing activities 326,700             372,595             

Net decrease in cash and cash equivalents (86,144)              (284,598)            

Cash and Cash Equivalents
Beginning 349,139             633,737             

Ending 262,995$           349,139$           

 
 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 1. Nature of Organization and Significant Accounting Policies 
 
Nature of organization:  An Achievable Dream Virginia Beach, Inc. (the Organization), is a Virginia 
non-stock corporation and nonprofit organization founded June 25, 2013.  The Organization operates the 
Seatack Elementary An Achievable Dream Academy and the An Achievable Dream Middle School 
Program at Lynnhaven Middle School. Both are located in Virginia Beach, Virginia and reach out to 
economically disadvantaged children who are at risk of school failure. Seatack Elementary An 
Achievable Dream Academy opened July 1, 2014 and serves kindergarten through 5th grade. An 
Achievable Dream Middle School Program at Lynnhaven Middle School opened July 2018 and currently 
serves 6th grade. The Organization employs an effective combination of a strong academic program, 
enrichment experiences, parental involvement, and continuing exposure to adults in Virginia Beach, 
Virginia to provide these children with a solid academic and personal foundation for success. 
 
Use of estimates:  The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America (U.S. GAAP) requires management to make estimates 
and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 
 
Basis of presentation:  The Organization is required to report information regarding its financial position 
and activities according to two classes of net assets: net assets without donor restrictions and net assets 
with donor restrictions. 
 
Net assets without donor restrictions:  Net assets without donor restrictions are amounts currently 
available at the discretion of the Organization’s Board of Directors for use in the Organization’s 
operations and for the purpose of investing in property and equipment as required to support the 
Organization. 

 
Net assets with donor restrictions:  Net assets with donor restrictions are those which are stipulated by 
donors for specific operating purposes or for future periods.  Donations with donor restrictions are 
reclassified to net assets without donor restrictions and reported in the statements of activities as net assets 
released from restrictions when the restriction expires or is otherwise satisfied.  Revenues restricted by the 
donor are reported as increases in net assets without donor restrictions if the restriction expires or is 
otherwise satisfied in the fiscal year in which the revenue is recognized.  
 
Cash and cash equivalents:  For the purposes of the statements of cash flows, all highly liquid debt 
instruments purchased with an original maturity of three months or less are considered to be cash 
equivalents. 
 
Pledges receivable:  Pledges are recognized when a donor makes a promise to give to the Organization 
that is, in substance, unconditional.  Unconditional pledges to give are reported at net realizable value if at 
the time the promise is made payment is expected to be received in one year or less.  Unconditional 
promises that are expected to be collected in more than one year are reported at fair value initially and at 
net realizable value thereafter. The Organization uses the allowance method to determine uncollectible 
pledges receivable. The allowance is based on prior years’ collection experience and management’s 
analysis of specific promises made.  No allowance was deemed necessary by management as of            
June 30, 2019 and 2018. 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 1. Nature of Organization and Significant Accounting Policies (Continued) 
 
Donated assets:  Donated assets are recorded at their appraised or fair market values as of the date 
donated. 
 
Equipment:  Equipment is recorded at cost. Depreciation is computed using the straight-line method over 
five years.  It is the Organization’s policy to capitalize property and equipment expenditures over $2,500.  
Maintenance and repairs, including replacement of minor items of physical properties, are charged to 
expense. 
 
Functional allocation of expenses:  Certain costs of providing various program services have been 
summarized 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.  Expenses that can be identified with a specific 
program or supporting service are allocated directly. Other expenses that are common to several functions 
are allocated by various statistical bases. 
 
Donated materials and services:  Donated materials and services are recorded at fair market value on the 
date of contribution. Donated services are recognized as contributions in accordance with FASB ASC 
Topic 958, Not-for-Profit Entities, if the services (a) create or enhance nonfinancial assets or (b) require 
specialized skills, are performed by people with those skills, and would otherwise be purchased by the 
Organization.   
 
Advertising costs:  Advertising costs are expensed as incurred. 
 
Income taxes:  The Organization is exempt from federal and state income taxes under Section 501(c)(3) 
of the Internal Revenue Code. FASB ASC Topic 740, Income Taxes, prescribes a recognition threshold 
and measurement attribute for the financial statement recognition and measurement of a tax position taken 
or expected to be taken in a tax return. The Organization’s management has evaluated the impact of the 
guidance to its financial statements. Management is not aware of any material uncertain tax positions and 
has not accrued the effect of any uncertain tax provisions as of June 30, 2019 and 2018.  The 
Organization’s income tax returns are subject to examination by taxing authorities, generally for a period 
of three years from the date they were filed. 
 
The Organization’s policy is to classify income tax related interest and penalties, if any, in other interest 
expense and penalties expense, respectively. 
 
Reclassifications:  Certain reclassifications have been made to the 2018 financial statements to 
correspond to the current year’s presentation. These reclassifications have no effect on the previously 
reported change in net assets. 
 
 
 
 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 1. Nature of Organization and Significant Accounting Policies (Continued) 
 
Adoption of accounting standard:  During the year ended June 30, 2019, the Organization adopted 
Accounting Standards Update (ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit 
Entities (Topic 958), which is intended to improve financial reporting for a not-for-profit entity.  The 
ASU reduced the previous three classes of net assets into two: with and without donor restrictions.  The 
change in each of the classes of net assets must be reported on the statements of activities.  The ASU also 
requires various enhanced disclosures around topics such as board designations, liquidity, functional 
classification of expenses, investment expenses, donor restrictions and underwater endowments.  While 
this ASU changed the presentation of the Organization’s financial statements, it did not alter the 
Organization’s reported financial position or activities. 
 
New accounting pronouncements:  In June 2018, the FASB issued ASU 2018-08, Not-for-Profit Entities 
(Topic 958): Clarifying the Scope and Accounting Guidance for Contributions Received and 
Contributions Made, which is intended to clarify and improve current guidance about whether a transfer 
of assets is an exchange transaction or a contribution.  The amendments in this ASU provide a more 
robust framework to determine when a transaction should be accounted for as a contribution under 
Subtopic 958-605 or as an exchange transaction accounted for under other guidance (for example, Topic 
606).  The amendments also provide additional guidance about how to determine whether a contribution 
is conditional or unconditional.  The amendments in this ASU could result in more grants and contracts 
being accounted for as contributions than under previous U.S. GAAP.  The ASU recommends application 
on a modified prospective basis; however, retrospective application is permitted. The Organization has 
not yet decided on a transition method.  The ASU is effective for years beginning after December 31, 
2018. 
 
Subsequent events:  The Organization has evaluated all events subsequent to the statements of financial 
position date through April 15, 2020, which is the date these financial statements were available to be 
issued.  The Organization has determined that there are no subsequent events that require disclosure 
pursuant to the FASB ASC. 
 
 
Note 2. Pledges Receivable 
 
The Organization has an ongoing fundraising campaign to support the Achievable Dream Academy and 
other Achievable Dream Programs. 
 
FASB ASC Topic 820, Fair Value Measurements, established a framework for measuring fair value.  
That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to 
measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices in active markets 
for identical assets or liabilities (level 1 measurements) and the lowest priority to unobservable inputs 
(level 3 measurements).  Long-term pledges receivable are initially recorded by the Organization at fair 
value using level 3 inputs.  The present value technique is the primary input for this valuation and other 
inputs include an analysis of the donor's payment history, relationship with the donor, the donor's 
creditworthiness and other factors.  In addition, a provision for uncollectible pledges is recorded as 
appropriate.  There were no changes in valuation techniques used in valuing long-term pledges during the 
years ended June 30, 2019 and 2018.  A discount rate of 3.25% was used in calculating the present value 
of long-term pledges for the years ended June 30, 2019 and 2018. 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 2. Pledges Receivable (Continued) 
 
The table below presents information about the changes in unconditional pledges to give for the years 
ended June 30, 2019 and 2018: 
 

Audited Reviewed
2019 2018

Beginning balance 1,322,600$        1,064,300$        
New promises received 1,119,152          631,000             
Collections (741,828)            (372,595)            
Write-offs (11,653)              (105)                   

Ending balance 1,688,271$        1,322,600$        

 
At June 30, 2019 and 2018, pledges receivable are as follows: 
 

Audited Reviewed
2019 2018

Receivable in less than one year 709,571$           505,900$           
Receivable in one to five years 978,700             781,700             
Receivable in greater than five years -                         35,000               
Total unconditional pledges 1,688,271          1,322,600          
Less discounts to net present value (38,869)              (34,902)              

Net unconditional pledges receivable 1,649,402$        1,287,698$        

 
In addition, the Organization received conditional promises to give that are not recognized as assets in the 
statements of financial position.  Conditional pledges totaled $30,000 and $90,000 as of June 30, 2019 
and 2018, respectively. $60,000 and $55,000 related to these pledges were collected during the years 
ended June 30, 2019 and 2018, respectively, and reported as contribution revenue. 
 
 
Note 3. An Achievable Dream, Inc. 
 
An Achievable Dream, Inc. is associated with the Organization through common management.  The 
Organization shares certain personnel, facilities and management related expenses with An Achievable 
Dream, Inc.  These expenses are allocated between the two organizations based on actual expenses 
incurred.  There was $100 and $3,548 due from An Achievable Dream, Inc. as of June 30, 2019 and 2018, 
respectively, and $9,826 and $29,558 due to An Achievable Dream, Inc. as of June 30, 2019 and 2018, 
respectively. 
 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 4. An Achievable Dream Middle and High School, Inc. 
 
An Achievable Dream Middle and High School, Inc. (Middle and High) is associated with the 
Organization through common management.  The Organization shares certain personnel, facilities and 
management related expenses with Middle and High.  These expenses are allocated between the two 
organizations based on the actual expenses incurred.  There was $-0- and $5,310 due to Middle and High 
as of June 30, 2019 and 2018, respectively. 
 
 
Note 5. An Achievable Dream Certified Academies, Inc. 
 
An Achievable Dream Certified Academies, Inc. is associated with the Organization through common 
management.  The Organization shares certain personnel, facilities and management related expenses 
with An Achievable Dream Certified Academies, Inc.  These expenses are allocated between the two 
organizations based on the actual expenses incurred.  There was $-0- and $2,672 due from An Achievable 
Dream Certified Academies, Inc. as of June 30, 2019 and 2018, respectively. 
 
 
Note 6. Achievable Dream Endowment, Inc.  
 
Achievable Dream Endowment, Inc. (the Endowment) is a separately incorporated 501(c)(3) charitable 
organization.  The Articles of Incorporation of the Endowment provide that the charitable purpose of the 
Endowment is “education” and further provides that “without diminishing the broad purposes hereof, this 
corporation shall focus on enhancing the education for at risk children.”   
 
While the primary focus of financial support of the Endowment has been An Achievable Dream, Inc., 
Achievable Dream Middle and High School, Inc. and An Achievable Dream Virginia Beach, Inc., 
(collectively, the Achievable Dream Entities) each a separately incorporated 501(c)(3) charity focusing on 
the education of at risk children of different ages and geographical regions, the Endowment supports other 
organizations.   
 
The support of the Organization takes the form of responding to its grant requests.  Additionally, the 
Organization generally encourages its supporters to support not only its operations, but also to make 
endowment or restricted gifts to the Endowment on its behalf. 
 
From time to time, the Organization may ask the Endowment to invest its operating funds until such time 
as the Organization may need those funds.  As of June 30, 2019 and 2018, the Endowment was not 
managing any investments for the Organization.  
 
During the years ended June 30, 2019 and 2018, the Endowment, at the request of the Organization, 
awarded grants of $481,437 and $385,086, respectively, to the Organization.   
 
There was $429,000 and $345,000 due from the Endowment as of June 30, 2019 and 2018. 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 7.  Net Assets with Donor Restrictions 
 
Net assets with donor restrictions consisted of the following as of June 30, 2019 and 2018: 
 

Audited Reviewed
2019 2018

Accumulated earnings in the An Achievable Dream Virginia
 Beach Endowment Fund held by HRCF 13,756$             -$                       

Original gifts for the An Achievable Dream Virginia Beach
 Endowment Fund held by HRCF to be invested in perpetuity
 (included in cash, pledges receivable and beneficial interest
 in assets held by others) 485,644             -                         

Purpose restricted contributions 6,000                 -                         

Time restricted pledges 1,183,687          1,249,498          
1,689,087$        1,249,498$        

 
 
Note 8. Concentrations  
 
The Organization maintains cash balances at one financial institution.  The institution’s bank balances are 
insured in the aggregate by the Federal Deposit Insurance Corporation (FDIC).  At June 30, 2019 and 
2018, the Organization had amounts on deposit in excess of the insured amounts. 
 
During the years ended June 30, 2019 and 2018, the Organization received approximately 15% and 56% 
of its total contributions from one major donor. 
 
At June 30, 2019 and 2018, approximately 35% and 58% of the pledges receivable are from two major 
donors. 
 
In addition, the Organization receives annually a significant amount of financial support from a related 
entity and all of its revenues and support and pledges receivable are concentrated in the same geographic 
area. 
 
 
Note 9. Liquidity and Availability  
 
Financial assets and liquidity resources available for general expenditure, that is, without donor or other 
restrictions limiting their use, within one year of the statement of financial position date, is comprised of 
the following: 
 

Cash and cash equivalents 238,495$           
Due from related parties 429,100
Pledges receivable, current portion 709,571

Total financial assets and liquidity resources
 available within one year 1,377,166$        

 



AN ACHIEVABLE DREAM VIRGINIA BEACH, INC. 
 
NOTES TO FINANCIAL STATEMENTS 
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Note 9. Liquidity and Availability (Continued) 
 
The Organization monitors its liquidity so that it is able to meet its operating needs and other contractual 
commitments.  
 
 
Note 10. Beneficial Interest in Assets Held by Others and Fair Value Measurements 
 
In connection with the Batten Endowment Challenge grant (see Note 11), the Organization has 
established a permanent endowment fund at the Hampton Roads Community Foundation (HRCF) in an 
organization fund known as the An Achievable Dream Virginia Beach Endowment Fund.  The 
Organization retains variance power over this fund and reports this asset as a beneficial interest in assets 
held by others in the accompanying financial statements. 
 
The fair value of the beneficial interest in assets held by others was $121,956 and $-0- at June 30, 2019 
and 2018, respectively. 
 
The Organization estimates the fair value of its beneficial interest in the An Achievable Dream Virginia 
Beach Endowment Fund managed by the HRCF based on the Organization’s proportionate share of the 
HRCF’s reported net assets, a method equivalent to net asset value. Accordingly, the beneficial interest in 
the assets held by the HRCF is not subject to the traditional fair value hierarchy.  
 
The Organization’s financial instruments valued at fair value in accordance with FASB ASC Topic 820, 
Fair Value Measurements and Disclosures, consist of funds invested in the An Achievable Dream 
Virginia Beach Endowment Fund managed by the HRCF. These pooled funds consist of equities and 
other securities that have active markets as well as alternative investments that do not have readily 
determinable fair values, real assets and private equity investments. Collectively, however, the 
Organization's beneficial interest in the assets held by the HRCF cannot be traded on active markets. The 
fair values of the alternative investments that do not have readily determinable fair values are determined 
by the investment managers and are based on audited financial statements provided to the investment 
managers or are based on historical cost, appraisals or other estimates that require varying degrees of 
judgment. If no public market exists for the investment securities, the fair value is determined by the 
investment manager taking into consideration, among other things, the cost of the securities, prices of 
recent significant placements of securities of the same issuer and subsequent developments concerning 
the companies to which the securities relate. 
 
The methods described may produce a fair value calculation that may not be indicative of net realizable 
value or reflective of future fair values. Furthermore, while the Organization believes the valuation 
methods are 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 
estimate of fair value at the reporting date. 
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Note 11. Endowment Funds 
 
The Organization is a participant in the Batten Endowment Challenge grant. This program is designed to 
create a lasting source of funding to improve the educational achievement of children and youth in South 
Hampton Roads. The Batten Endowment Challenge established a $1 million endowment with the HRCF 
in a designated fund for which the earnings benefit the Organization. During the year ended                  
June 30, 2019, the Organization raised contributions and pledges to satisfy a matching requirement such 
that an additional matching contribution of $500,000 will be made to the designated fund. The fund is 
administered, managed and invested by the HRCF. Each year a distribution will be made to the 
Organization in accordance with the HRCF's spending policy, which is currently 4.5% of a trailing 12-
quarter average. The Organization holds no variance power over these funds. During the years ended June 
30, 2019 and 2018, $42,970 and $42,470, respectively, was received and included in contribution 
revenue. 
 
The Organization's endowment consists of funds which are included in beneficial interest in assets held 
by others and cash, representing donor contributions collected and to be invested in the organization fund 
held by HRCF. These funds are donor-restricted funds established for the purpose of creating the An 
Achievable Dream Virginia Beach Endowment Fund. As required by U.S. GAAP, net assets associated 
with these endowment funds are classified and reported based on the existence or absence of donor-
imposed restrictions. 
 
The management of donor-restricted endowment funds is governed by state law under the Uniform 
Prudent Management of Institutional Funds Act (UPMIFA) as adopted by the Virginia state legislature in 
2008. The law gives guidance for investment and spending practices, giving consideration for donor 
intent and the Organization's overall resources and charitable purpose. Based on their interpretation of the 
law and in compliance with donor intent, the Organization classifies endowment net assets as without 
donor restrictions or with donor restrictions, based on the existence or absence of donor restrictions. The 
accumulated earnings on donor restricted endowment funds are classified as with donor restrictions until 
those amounts are appropriated for expenditure by the Organization in a manner consistent with the 
standard of prudence prescribed by UPMIFA. The Organization appropriates funds for expenditure from 
time to time as a specific need arises. 
 
From time to time, the fair value of assets associated with individual donor-restricted endowment funds 
could fall below the level that the donor or UPMIFA requires the Organization to retain as a fund of 
perpetual duration. In accordance with U.S. GAAP, a deficiency of this nature is reported in net assets 
with donor restrictions. As of June 30, 2019, no such deficiency existed. 
 
A summary of the activity in the endowment net assets for the year ended June 30, 2019 is as follows: 
 

Without Donor With Donor 
Restrictions Restrictions Total

Endowment Net Assets, beginning of year -$                       -$                       -$                       
Contributions -                         126,700             126,700             
Investment return:

Net appreciation -                         13,756               13,756               

Endowment Net Assets, end of year -$                       140,456$           140,456$           
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Note 11. Endowment Funds (Continued) 
 
In accordance with UPMIFA, the Organization considers the following factors in making a determination 
to appropriate or accumulate donor-restricted endowment funds: (1) the duration and preservation of the 
fund; (2) the purposes of the Organization and the donor-restricted endowment fund; (3) general 
economic conditions; (4) the possible effect of inflation and deflation; (5) the expected total return from 
income and the appreciation of investments; (6) other resources of the Organization; and (7) the 
investment policies of the Organization. 
 
The Organization has adopted investment policies for endowment assets that attempt to provide a 
predictable stream of funding to programs supported by its endowment while seeking to maintain the 
purchasing power of the endowment assets. Endowment assets include those assets of donor-restricted 
funds that the Organization must hold in perpetuity. Under this policy, as approved by the executive 
committee, the endowment assets are invested in a manner that is intended to maximize long-term growth 
using a balanced approach with less than full stock market risk and volatility. 
 
To satisfy its long-term rate of return objectives, the Organization 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). 
 
Pursuant to the agreement with the HRCF related to the funds it holds on the Organization’s behalf, the 
Organization receives an annual distribution up to the HRCF's spending policy, which is currently 4.5% 
of a trailing 12-quarter average. Although the organization fund is an endowment fund, the fund 
agreement does allow the Organization to request an amount greater than HRCF's spending policy if it 
makes the case that the purpose of the distribution meets one of three criteria outlined in the agreement. 
All requests must be approved by the Organization's Board of Directors and by the HRCF's Board of 
Directors. 


