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:l PBMares.

INDEPENDENT ACCOUNTANT’S REVIEW REPORT

To the Board of Directors
An Achievable Dream Middle and High School, Inc.

Report on the Financial Statements

We have reviewed the accompanying financial statements of An Achievable Dream Middle and High
School, Inc., (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. 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 do not express such an opinion.

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.

Accountant’s Responsibility

Our responsibility is to conduct the review engagement in accordance with Statements on Standards for
Accounting and Review Services promulgated by the Accounting and Review Services Committee of the
American Institute of Certified Public Accountants. Those standards require us to perform procedures to
obtain limited assurance as a basis for reporting whether we are aware of any material modifications that
should be made to the financial statements for them to be in accordance with accounting principles
generally accepted in the United States of America. We believe that the results of our procedures provide
a reasonable basis for our conclusion.

Accountant’s Conclusion

Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in accordance with accounting principles
generally accepted in the United States of America.

PBMawes, LLP

Norfolk, Virginia
May 26, 2020


JMMcCoy
PBMares
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AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

STATEMENT OF FINANCIAL POSITION
June 30, 2019
See Independent Accountant’s Review Report

ASSETS
Current Assets
Cash and cash equivalents $ 379,265
Pledges receivable, current portion 683,788
Accounts receivable, other 22,088
Due from related parties 134,709
Prepaid expenses 55,822
Total current assets 1,275,672
Equipment, net 4,083
Other Assets
Pledges receivable, net 597,942
Total assets $ 1,877,697

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts payable $ 2,368
Due to related parties 27,196
Total current liabilities 29,564
Net Assets
Without donor restrictions 473,894
With donor restrictions 1,374,239
Total net assets 1,848,133
Total liabilities and net assets $ 1,877,697

See Notes to Financial Statements 2



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

STATEMENT OF ACTIVITIES
Year Ended June 30, 2019
See Independent Accountant’s Review Report

Without With Donor
Donor Restrictions Restrictions Total
Revenues, Gains and Support
Contributions $ 522,049 $ - S 522,049
Grants 588,350 - 588,350
Grants from related parties - 435,496 435,496
Interest 30 - 30
Net assets released from restrictions 753,490 (753,490) -
Total revenues, gains and support 1,863,919 (317,994) 1,545,925
Expenses
Program services 1,369,335 - 1,369,335
Management and general 163,372 - 163,372
Fundraising 112,341 - 112,341
Total expenses 1,645,048 - 1,645,048
Change in net assets before transfers 218,871 (317,994) (99,123)
Transfer of pledge (100,000) - (100,000)
Change in net assets 118,871 (317,994) (199,123)
Net Assets
Beginning 355,023 1,692,233 2,047,256
Ending $ 473,894 § 1,374,239 § 1,848,133

See Notes to Financial Statements 3



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

STATEMENT OF FUNCTIONAL EXPENSES
Year Ended June 30, 2019
See Independent Accountant’s Review Report

Program Management
Services and General Fundraising Total

Administrative - 47,422 - 47,422
Bad debt expense 104,000 - - 104,000
Computers and software 37,389 - - 37,389
Depreciation 1,089 - - 1,089
Development and marketing - - 24,715 24,715
Field trips 41,280 - - 41,280
Food 18,208 - - 18,208
Insurance - 9,813 - 9,813
Miscellanecous 16,445 8 - 16,453
Office expense - 2,052 - 2,052
Payroll and benefits 555,929 67,677 87,626 711,232
Printing and reproduction 8,652 - - 8,652
Professional fees - 36,400 - 36,400
Scholarships 442,939 - - 442,939
School based programs 50,890 - - 50,890
Staff professional development 8,486 - - 8,486
Supplies and club expenses 44,324 - - 44,324
Uniforms 39,704 - - 39,704

1,369,335 $ 163,372 112,341 1,645,048

See Notes to Financial Statements




AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

STATEMENT OF CASH FLOWS
Year Ended June 30, 2019
See Independent Accountant’s Review Report

Cash Flows from Operating Activities
Change in net assets S (199,123)
Adjustments to reconcile change in net assets
to net cash used in operating activities:

Transfer of pledge 100,000
Depreciation 1,089
Bad debt expense 104,000
Changes in assets and liabilities:
Accounts receivable, other 22,495
Due from related parties (97,628)
Prepaid expenses (6,409)
Pledges receivable (481,592)
Accounts payable (1,836)
Due to related parties (146,890)
Net cash used in operating activities (705,894)

Cash Flows from Financing Activities
Collection of contributions restricted for long-term

purposes 592,413
Net cash provided by financing activities 592,413
Net decrease in cash and cash equivalents (113,481)

Cash and Cash Equivalents
Beginning 492,746

Ending $ 379,265

See Notes to Financial Statements 5



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS
See Independent Accountant’s Review Report

Note 1. Nature of Organization and Significant Accounting Policies

Nature of organization: An Achievable Dream Middle and High School, Inc. (Middle and High School)
is a Virginia nonstock corporation, nonprofit organization founded in 1993. Middle and High School
operates the An Achievable Dream Academy in Newport News, Virginia, which reaches out to
economically disadvantaged 6" to 12™ grade children who are at risk for failure. In addition, Middle and
High School establishes criteria for and awards scholarships to help graduates pursue their post high
school education. Revenue is derived primarily through donor contributions and grants.

Use of estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America (GAAP) requires management to make estimates and
assumptions that affect the reported amounts and disclosures. Accordingly, actual results could differ
from these estimates.

Basis of presentation: Middle and High School reports information regarding its financial position
according to two classes of net assets: net assets without donor restrictions and net assets with restrictions.

Net assets without donor restrictions: Net assets without the donor restrictions are amounts currently
available at the discretion of Middle and High School’s Board of Directors for use in operations and for
the purpose of investing in property and equipment as required to support operations.

Net assets with donor restrictions: Net assets with donor restrictions are those which are stipulated by
donors for specific purposes or for future periods. Donations with donor restrictions are reclassified to net
assets without donor restrictions and reported in the statement of activities as net assets released from
restriction 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 purposes of the statement of cash flows, all highly liquid debt
instruments 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 Middle and High
School 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.

Middle and High School 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. As of June 30, 2019, management determined that an allowance was not necessary.

Other receivables: Other receivables are recorded at their net realizable values. The related revenues are
recognized when earned. At June 30, 2019, management determined that no allowance for uncollectible
amounts was necessary.



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS
See Independent Accountant’s Review Report

Note 1. Nature of Organization and Significant Accounting Policies (Continued)

Functional allocation of expenses: Certain costs of providing various program services have been
summarized on a functional basis in the statement of activities. The statement of functional expenses
presents 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 assets: Donated assets are recorded at their appraised or fair values as of the date donated.

Equipment: Equipment is recorded at cost. Depreciation is computed using the straight-line method over
seven years. It is Middle and High School’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.

Advertising costs: Advertising costs are expensed as incurred.

Income taxes: Middle and High School is exempt from Federal and state income taxes under Section
501(c)(3) of the Internal Revenue Code.

Financial Accounting Standards Board (FASB) Accounting Standards Codification (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. Middle and
High School’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. Middle and High School’s income tax returns are subject to
examination by taxing authorities, generally for a period of three years from the date they were filed.

Middle and High School’s policy is to classify income tax related interest and penalties, if any, in other
interest expense and penalties expense, respectively.

Donated materials and services: Donated materials and services are recorded at fair value on the date of
contribution. Donated services are recognized as contributions in accordance with ASC Topic 958, 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 Middle and High School.

Grant revenue: Middle and High School receives grants from state and local government sources that are
accounted for as conditional contributions based on funding agreements that require the entity to incur
qualifying expenses and satisfy other program related requirements. The grant awards are recognized as
revenue when the qualifying expenses have been incurred and other program related requirements have
been met. In addition, Middle and High School receives grants from a related entity, Achievable Dream
Endowment, Inc., which are used to support operations, including the payment of scholarships for
graduates to pursue their post high school education. These grant awards are accounted for as
contributions and recognized as revenue upon notification of the award.



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS
See Independent Accountant’s Review Report

Note 1. Nature of Organization and Significant Accounting Policies (Continued)

Adoption of accounting standard: During the year ended June 30, 2019, Middle and High School
adopted 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 statement 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 Middle and High School’s financial statements, it did not alter Middle and High School’s
reported financial position or activities.

New accounting pronouncements: In June 2018, FASB issued Accounting Standards Update (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 GAAP. The ASU
recommends application on a modified prospective basis; however, retrospective application is permitted.
Middle and High School has not yet decided on a transition method. The ASU is effective for years
beginning after December 31, 2018.

Subsequent events: Middle and High School has evaluated all events subsequent to the statements of
financial position date through May 26, 2020, which is the date these financial statements were available
to be issued. Middle and High School has determined that, except as disclosed in Note 11, there are no
subsequent events that require disclosure pursuant to the FASB ASC.



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS
See Independent Accountant’s Review Report

Note 2. 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, comprise the

following:

Financial Assets:

Cash and cash equivalents $ 235,416
Pledges receivable, current portion 339,340
Accounts receivable, other 22,088
Due from related parties 134,709

Total financial assets available within one year $ 731,553

Middle and High School monitors its liquidity so that it is able to meet its operating needs and other
contractual commitments.

Note 3. Pledges Receivable

Middle and High School has an on-going fundraising campaign to support the Achievable Dream
Academy and programs and operations of Middle and High School.

ASC Topic 820, Fair Value Measurement, 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 Middle and High School
at fair value using Level 3 inputs and reported at net realizable value thereafter. 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 year ended June 30, 2019. A discount rate of
5.1% was used in calculating the present value of long-term pledges for the year ended June 30, 2019.



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS
See Independent Accountant’s Review Report

Note 3. Pledges Receivable (Continued)

The table below presents information about the changes in unconditional pledges to give for the year

ended June 30, 2019:

Beginning Balance
New promises received
Transferred pledges, net
Collections
Pledges written off

Ending Balance

Receivable Due in Less than One Year
Receivable Due in One to Five Years
Receivable Due in More than Five Years

Total unconditional pledges
Less Discounts to Net Present Value

Net unconditional pledges receivable

Note 4. Property and Equipment
Property and Equipment consists of the following at June 30, 2019:

Equipment (chairs)
Less Accumulated Depreciation

1,746,627
254,114
(54,587)

(446,822)
(104,000)

1,395,332

683,788
461,544
250,000

1,395,332
113,602

1,281,730

7,622
(3,539)

4,083

10



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS
See Independent Accountant’s Review Report

Note 5. An Achievable Dream, Inc.

An Achievable Dream, Inc. (the “Organization™) is associated with Middle and High School through
common management. Middle and High School shares certain personnel, facilities and management
related expenses with the Organization. These expenses are allocated between the two organizations
based on actual expenses incurred. There was $9,593 due from the Organization as of June 30, 2019.
During the year ended June 30, 2019, Middle and High School reimbursed the Organization $47,822 for
its share of personnel, facilities and management related expenses. Beginning during the year ended June
30, 2016, salaries and benefits of management personnel providing services are paid directly by Middle
and High School. Also, during the year ended June 30, 2019, Middle and High School transferred a
pledge totaling $100,000 to the Organization and Middle and High School received a grant of $45,413
from the Organization. There was $27,196 due to the Organization as of June 30, 2019.

Note 6. An Achievable Dream Virginia Beach, Inc.

An Achievable Dream Virginia Beach, Inc. is associated with the Organization through common
management. The Organization shares certain personnel, facilities and management related expenses with
An Achievable Dream Virginia Beach, Inc. These expenses are allocated between the two organizations
based on the actual expenses incurred. There was $116 due from An Achievable Dream Virginia Beach,
Inc. as of June 30, 2019.

Note 7. Achievable Dream Endowment, Inc. (“Endowment”)

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., each a
separately incorporated 501(c)(3) charity, focusing on the education of at risk children of different ages
and geographical regions (collectively, the “Achievable Dream Entities”), the Endowment supports other
organizations.

The support of Middle and High School takes the form of responding to its grant requests. Additionally,
Middle and High School generally encourages its donors to support not only its operations, but also to
make endowment or restricted gifts to the Endowment on its behalf. During the year ended June 30, 2019,
the Endowment paid $390,083 to Middle and High School for grants.

From time to time, Middle and High School may ask the Endowment to invest its operating funds until
such time as Middle and High School may need those funds. As of June 30, 2019, the Endowment was
not managing any investments for Middle and High School. In addition, there was $125,000 receivable
from the Endowment as of June 30, 2019 for grant support.

11



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS
See Independent Accountant’s Review Report

Note 8. An Achievable Dream Certified Academies, Inc.

An Achievable Dream Certified Academies, Inc. is associated with Middle and High School through
common management. Middle and High School 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 due to or due from
An Achievable Dream Certified Academies, Inc. as of June 30, 2019.

Note 9. Net Assets with Donor Restrictions
At June 30, 2019, net assets with donor restrictions consisted of contributions and pledges designated by
donors for scholarships for deserving graduates of the An Achievable Dream Middle and High School or

for other operating purposes in future years.

At June 30, 2019, net assets with donor restrictions are as follows:

Time restricted pledges $ 29,567
Scholarship fund 1,344,672
Total $ 1,374,239

Note 10. Concentrations

Middle and High School maintains cash balances at one financial institution. The institution’s account
balances are insured in the aggregate by the Federal Deposit Insurance Corporation (FDIC) up to certain
limits. At times, Middle and High School has amounts on deposit in excess of the insured amounts.

Middle and High School’s revenue is concentrated in its geographic area and with certain major donors
and grantors. During the year ended June 30, 2019, Middle and High School received approximately
58% of its total revenue from two grantors, one of which is the related entity described below. As of June
30, 2019, 65% of pledges receivable are due from two donors.

Middle and High School receives annually a significant amount of financial support from a related entity
and all of its revenues, support and pledges receivable are concentrated in the same geographic area.

12



AN ACHIEVABLE DREAM MIDDLE AND HIGH SCHOOL, INC.

NOTES TO FINANCIAL STATEMENTS
See Independent Accountant’s Review Report

Note 11.  Risks and Uncertainties

On January 30, 2020, the World Health Organization declared the coronavirus outbreak a “Public Health
Emergency of International Concern” and on March 11, 2020, declared it to be a pandemic. Actions taken
around the world to help mitigate the spread of the coronavirus include restrictions on travel, quarantines
in certain areas and forced closures for certain types of public places and businesses. The coronavirus and
actions taken to mitigate the spread of it have had and are expected to continue to have an adverse impact
on the economies and financial markets of many countries, including the geographical area in which
Middle and High School operates. On March 27, 2020, the Coronavirus Aid, Relief, and Economic
Security Act (CARES Act) was enacted to, amongst other provisions, provide emergency assistance for
individuals, families and businesses affected by the coronavirus pandemic.

It is unknown how long the adverse conditions associated with the coronavirus will last and what the
complete financial effect will be to Middle and High School.

13



