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INDEPENDENT AUDITORS' REPORT

Board of Directors
Northside Achievement Zone
Minneapolis, Minnesota

Report on the Financial Statements

We have audited the accompanying financial statements of Northside Achievement Zone (a
nonprofit organization), which comprise the statement of financial position as of June 30, 2020 and
2019, and the related statement of activities, cash flows and functional expenses for the years then
ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the 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 entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Northside Achievement Zone as of June 30, 2020 and 2019, and the changes in
its net assets and its cash flows for the years then ended in accordance with accounting principles

generally accepted in the United States of America.
@) ,Q,gm%m@m +Co. y LT,

Roseville, Minnesota
September 16, 2020

2675 Long Lake Road | Roseville, Minnesota | 55113-1117 | 651-483-4521 | 651-483-2467 FAX | otcpas.com
300 Prairie Center Drive, Suite 300 | Eden Prairie, Minnesota | 55344-7908 | 952-941-9242 | 952-941-0577 FAX



NORTHSIDE ACHIEVEMENT ZONE

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2020 AND 2019

ASSETS

CURRENT ASSETS:
Cash
Grants and Contributions Receivable, net
Other Receivables
Prepaid Expenses
Total Current Assets

INVESTMENTS

PROPERTY AND EQUIPMENT:
Furniture and Equipment
Less Accumulated Depreciation
Net Property and Equipment

OTHER LONG-TERM ASSETS:
Grants and Contributions Receivable, Net
Security Deposits
Total Other Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts Payable
Accrued Expenses

Total Current Liabilities

PAYROLL PROTECTION PROGRAM NOTE PAYABLE
TOTAL LIABILITIES

NET ASSETS:
Without Donor Restrictions:
Undesignated
Board Designated Operating Reserve
Total Without Donor Restrictions
With Donor Restrictions
Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of the financial statements.
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2020

$ 4,913,402
2,859,838
72,547
67,041

7,912,828

6,891,035

146,090
139,452

6,638

584,495
1,540

586,035

$ 15,396,536

$ 867,652
311,740

1,179,392
890,900

2,070,292

2,430,464

3,000,000

5,430,464
7,895,780

13,326,244

$ 15,396,536

2019

$ 1,808,424
2,407,031
125,729
64,479
4,405,663

6,780,685

146,090
136,431

9,659

1,309,972
1,540

1,311,512

$ 12,507,519

$ 808,361
259,417

1,067,778

1,067,778

2,430,464

3,000,000

5,430,464
6,009,277

11,439,741

$ 12,507,519



NORTHSIDE ACHIEVEMENT ZONE

STATEMENT OF ACTIVITIES
FOR THE YEARS ENDED JUNE 30, 2020 AND 2019

SUPPORT AND REVENUES:
Government Grants
Contributions:

Individuals
Corporations
Foundations
Investment Gain (Loss)
Miscellaneous
Contributed Services
Net Assets Released from Restrictions
Total Support and Revenues

EXPENSES:
Program Services
Management and General
Fundraising
Total Expenses

CHANGE IN NET ASSETS
NET ASSETS, Beginning of Period

NET ASSETS, End of Period

2020 2019
Without With Without With
Donor Donor Donor Donor
Restrictions Restrictions Total Restrictions Restrictions Total
$ 1,618,600 $ - $ 1,618,600 $ 1,702,038 $ - $ 1,702,038
911,278 1,365,373 2,276,651 748,006 372,693 1,120,699
231,291 353,450 584,741 238,626 34,500 273,126
2,173,292 5,113,403 7,286,695 2,254,622 2,071,098 4,325,720
179,730 - 179,730 516,731 - 516,731
17,035 - 17,035 12,275 - 12,275
85,380 - 85,380 9,558 - 9,558
4,945,723 (4,945,723) - 5,374,669 (5,374,669) -
10,162,329 1,886,503 12,048,832 10,856,525 (2,896,378) 7,960,147
7,929,957 - 7,929,957 8,722,711 - 8,722,711
1,227,712 - 1,227,712 1,144,874 - 1,144,874
1,004,660 - 1,004,660 988,940 - 988,940
10,162,329 - 10,162,329 10,856,525 - 10,856,525
- 1,886,503 1,886,503 - (2,896,378) (2,896,378)

5,430,464 6,009,277 11,439,741 5,430,464 8,905,655 14,336,119
$ 5,430,464 $ 7,895,780 $ 13,326,244 $ 5,430,464 $ 6,009,277 $ 11,439,741

The accompanying notes are an integral part of the financial statements.
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NORTHSIDE ACHIEVEMENT ZONE

STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2020 AND 2019

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in Net Assets

Adjustments to Reconcile Change in Net Assets
to Net Cash Flows From Operating Activities:

Depreciation

Realized/Unrealized (Gains) Losses on Investments, Net

Changes in Assets and Liabilities:
Grants and Contributions Receivable
Other Receivables
Prepaid Expenses
Accounts Payable
Accrued Expenses
Net Cash Flows From Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of Investments
Sales of Investments
Purchases of Property and Equipment
Net Cash Flows From Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from Issuance of Note Payable
Net Cash Flows From Financin Activities
NET CHANGE IN CASH
CASH at Beginning of Period

CASH at End of Period

The accompanying notes are an integral part of the financial statements.
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2020

$ 1,886,503

3,021
86,156

272,670
53,182
(2,562)
59,291
52,323
2,410,584

(6,577,087)
6,380,581
(196,506)

890,900
890,900

3,104,978

1,808,424

$ 4,913,402

2019

$ (2,896,378)

3,076
(298,395)

1,896,085
(114,013)

21,750

257,500
(43,290)
(1,173,665)

(4,699,878)
4,566,492
2,100

(135,486)

(1,309,151)

3,117,575

$ 1,808,424



NORTHSIDE ACHIEVEMENT ZONE

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEARS ENDED JUNE 30, 2020 AND 2019

Personnel Costs:
Salaries and Wages
Payroll Taxes and Benefits
Total Personnel Costs

Contracted Services
Occupancy

Program

Travel and Meetings

Marketing and Communications
Office Supplies

Miscellaneous

Staff Training and Development
Legal Services

Operations

TOTAL EXPENSES

2020 2019
Program Management Program Management

Services and General _Fundraising Total Services  _and General _Fundraising Total
$ 2,273,381 $§ 583,072 $ 391,127 $ 3,247,580 §$2,792,079 § 515014 § 428,065 § 3,735,158
669,095 152,573 84,762 906,430 807,234 171,578 83,941 1,062,753
2,942,476 735,645 475,889 4,154,010 3,599,313 686,592 512,006 4,797,911
4,289,193 260,439 366,418 4,916,050 4,568,500 264,950 306,228 5,139,678
355,055 91,064 61,086 507,205 322,266 92,700 62,668 477,634
269,243 - - 269,243 160,086 - - 160,086
16,242 21,429 74,388 112,059 16,020 35,318 86,133 137,471
8,812 27,142 - 35,954 - 12,135 - 12,135
670 14,135 1,124 15,929 17,813 15,775 9,804 43,392
5,688 32,972 11,081 49,741 1,034 6,951 8,289 16,274
35,173 6,260 - 41,433 16,821 8,784 584 26,189
4,332 24,776 - 29,108 - 9,558 - 9,558
3,073 13,850 14,674 31,597 20,858 12,111 3,228 36,197
$ 7,929,957  $1,227,712 $1,004,660 $10,162,329 §$8,722,711 $1,144874 $§ 988,940 $ 10,856,525

The accompanying notes are an integral part of the financial statements.
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NORTHSIDE ACHIEVEMENT ZONE

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

The Northside Achievement Zone (NAZ) exists to end generational poverty and build a culture of
achievement in North Minneapolis where all low-income children of color graduate from high school,
college, and career-ready. NAZ accomplishes this through collaboration with parents, community
organizations, and schools.

NAZ is a collaborative of more than 30 Northside nonprofits and five schools that are committed to
building measurable and lasting change in the toughest of neighborhoods. In total there are 990
families with 2,180 children enrolled in NAZ.

Through NAZ, two generations of Northsiders are leading themselves out of poverty.

e Children focus on building their own academic goals, and they are supported both in school
and outside of school.

e Parents are advocating for their children and actively leading them on a path to college,
starting at birth.

o Families are surrounded by a team, including trained family coaches from North Minneapolis
that provide the connections they need to reach their goals.

Results show that NAZ scholars in grades 3-8 are maintaining the levels of proficiency seen in
previous years. NAZ scholars are achieving proficiency at rates higher than their Zone-wide peers,
and scholars in the academic strategies are doing so at rates that are statistically significant. Our
most recent set of data shows that:

o NAZ scholars in academic strategies one school year or more are significantly outperforming
other comparable Northside students on MCA reading and math - third through eighth grade.

e NAZ scholars are twice as likely to be proficient in math and 45% more likely to be proficient
in reading in anchor schools than comparable Northside students in non-anchor schools.

o More NAZ is better. NAZ scholars are more than twice as likely to be proficient in both
reading and math with two layers of supports, compared to one.

e Scholars in NAZ partner high-quality early learning centers are more likely to be ready for
kindergarten than those who were not.

In the NAZ collaborative nonprofits and schools are working together to provide families with
streamlined resources. We continuously measure student and family outcomes to ensure that we
are building the most effective system of supports to close the achievement gap permanently.



NORTHSIDE ACHIEVEMENT ZONE

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation

The accompanying financial statements have been prepared using the accrual basis of accounting
in accordance with generally accepted accounting principles. Revenues, expenses, gains and
losses, and net assets are classified based on the existence or absence of donor imposed
restrictions. Accordingly, net assets of the Organization and related changes are classified and
reported as follows:

Net Asset without Donor Restrictions - Net assets without donor restrictions are resources
available to support operations which the Board of Directors has discretionary control. Designated
amounts represent net assets which the Board of Directors has set aside for an operating
reserve.

Net Assets with Donor Restrictions - Net assets with donor restrictions are resources that are
restricted by a donor for use for a particular purpose or in a particular future period. Some donor-
imposed restrictions are temporary in nature, and the restriction will expire when the resources
are used in accordance with the donor’s instructions or when the stipulated time has passed.
Other donor-imposed restrictions are perpetual in nature; the Organization must continue to use
the resources in accordance with the donor’s instructions.

Accounting Estimates

The presentation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Subsequent Events

In preparing these financial statements, the Organization has evaluated for recognition or disclosure
the events or transactions that occurred through September 16, 2020, the date the financial
statements were available to be issued.

Grants and Contributions Receivable

Contributions receivable consists of unconditional promises to give and are recognized as revenue
in the period made. Conditional promises to give are not recognized until they become
unconditional, that is, when the conditions on which they depend are substantially met.
Contributions to be received after one year are discounted using present value of future cash flows.
Amortization of discounts is recorded as additional contribution revenue. An allowance for
uncollectible contributions receivable is provided based upon management’s judgment including
such factors as prior collection history. The uncollectible allowance was $40,000 at June 30, 2020
and 2019.

Grants and contributions receivable at June 30, 2020 consist of $406,399 of reimbursable
expenditures incurred under the Organization’s government grant awards and $3,037,934 from
private donors. Grants and contributions receivable at June 30, 2019 consist of $405,390 of
reimbursable expenditures incurred under the Organization’s government grant awards and
$3,311,613 from private donors.



NORTHSIDE ACHIEVEMENT ZONE

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Depreciation

Property and equipment are recorded at original cost. Additions, improvements or major renewals
are capitalized. If items of property are sold, retired or otherwise disposed of, they are removed
from the asset and accumulated depreciation accounts and any gains or losses thereon are
reflected in operations. Donated property and equipment are carried at the approximate fair value
at the date of donation.

Depreciation is computed using the straight-line method at rates based on the estimated service
lives of the various assets as follows:

Computer Equipment 5 Years
Furniture 7 Years
Investments

Investments in marketable securities are stated at fair value, which is determined by quoted market
prices in active markets. Realized and unrealized gains and losses are included in the statement of
activities. Realized gains and losses are determined using the specific identification method.
Interest and dividend income are reported as income when earned.

Revenue Recognition

Contributions and grants received and unconditional promises to give are measured at their fair
values and are reported as an increase in net assets. Conditional promises to give are not
recognized until they become unconditional. The Organization reports gifts of cash and other
assets as restricted support if they are received with donor stipulations that limit the use of the
assets, or if they are designated as support for future periods. When a donor restriction expires,
that is, when a stipulated time restriction ends or purpose restriction is accomplished, net assets
with donor restrictions are reclassified to net assets without donor restrictions and reported in the
statement of activities as net assets released from restrictions. Donor-imposed contributions are
reported as net assets with donor restrictions, even if it is anticipated such restrictions will be met in
the current reporting period.

Expenditures under government grants are subject to review by the granting authority. To the
extent, if any, that such a review reduces expenditures allowable under these grants, the
Organization will record such disallowance at the time the final assessment is made. Management
believes that any disallowances, if any, would not have a significant effect on the statement of
financial position.

In 2019, the Organization implemented the provisions of Accounting Standards Update (ASU) 2018-
08, Clarifying the Scope and the Accounting Guidance for Contributions Received and Contributions
Made. The intent of the new standards is to improve the usefulness and understandability of the
Organization's financial reporting.

ASU 2018-08 clarifies and improves existing guidance related to contributions received and
contributions made. The presentation and disclosures of revenue have been enhanced in
accordance with the standard. Analysis of various provisions of this ASU resulted in no significant
changes in the way the Organization recognizes revenue, and therefore no changes to the 2019
financial statements were required on a retrospective basis.



NORTHSIDE ACHIEVEMENT ZONE

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contributed Services and Materials

Donated services are recognized for services that create or enhance nonfinancial assets or require
specialized skills, are provided by individuals and organizations possessing those skills, and would
ordinarily be purchased if not provided by donation. Contributed services, including promises to
give, that do not meet these criteria are not recognized.

Many individuals have donated time and services to advance the Organization’s programs and
objectives. The value of these services has not been recorded in the financial statements because
it does not meet the definition of recognition under generally accepted accounting principles.

The expense associated with the donated services consist of contributed legal and consulting
services and supplies recorded at fair market value in the amount of $85,380 in 2020 and $9,558 in
2019.

Contributed materials are recorded as contributions, when received, at their fair market value when
such value can be objectively and accurately determined.

Income Taxes

The Organization is exempt from Federal and State income taxes under Section 501(c)(3) of the
Internal Revenue Code, therefore, the statements do not include a provision for income taxes.

The Organization reviews income tax positions taken or expected to be taken in income tax returns
to determine if there are any income tax uncertainties. This includes positions that the entity is
exempt from income taxes or not subject to income taxes on unrelated business income. The
Organization recognizes tax benefits from uncertain tax positions only if it is more likely than not that
the tax positions will be sustained on examination by taxing authorities, based on the technical
merits of the positions. The Organization has identified no significant income tax uncertainties. The
Organization files information returns as a tax-exempt organization. Should that status be
challenged in the future, all years since inception could be subject to review by the IRS.

Functional Allocation of Expenses

The Organization allocates its expenses on a functional basis among its various programs and
support services. Expenses that can be identified with a specific program element are allocated
directly according to their natural expenditure classification. General and administrative that are
common to several functions are allocated based on the proportion of each program’s direct and
personnel expenses to the total program direct and personnel expenses.

Credit Risk

Financial instruments which potentially subject the Organization to concentrations of credit risk
consist principally of cash. The Organization places its cash with high credit quality financial
institutions and, by policy, generally limits the amount of credit exposure to any one financial
institution. As of June 30, 2020, the Organization had no significant concentrations of credit risk.



NORTHSIDE ACHIEVEMENT ZONE
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Value Measurements

Under generally accepted accounting principles, fair value is 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.
The accounting standards establish a three-level fair value hierarchy that prioritizes information used in
developing assumptions when pricing an asset or liability as follows:

Level 1 - Financial assets and liabilities are valued using inputs that are unadjusted quoted prices in active
markets accessible at the measurement date of identical financial assets and liabilities.

Level 2 - Financial assets and liabilities are valued using inputs that are quoted prices for similar assets, or
inputs that are observable market data.

Level 3 - Financial assets and liabilities are valued using pricing inputs which are unobservable for the
asset, inputs that reflect the reporting entity’s own assumptions about the assumptions market participants
would use in pricing the asset.

The fair values of the Organization’s investments were determined based on inputs as presented in Note 4.

Recently Issued Accounting Pronouncements

In February 2016, FASB issued ASU 2016-02, Leases (Topic 842), which provides guidance for accounting
for leases. The new guidance requires companies to recognize the assets and liabilities for the rights and
obligations created by leased assets, initially measured at the present value of the lease payments. The
accounting guidance for lessors is largely unchanged. This ASU is effective for the Organization’s 2023
fiscal year-end, with early adoption permitted. It is to be adopted using the modified retrospective approach.
The Organization is currently evaluating this guidance to determine the impact it may have on its financial
statements.

NOTE 2 - INVESTMENT CAMPAIGN

The Organization is currently in the silent phase of a $35 million Investment Campaign entitted NAZ is
Working. The purpose of these funds is to offset the loss of the Organization’s $27 million federal Promise
Neighborhood Grant, which ended in December 2016, and allow the Organization to continue with its
Northside partners the important work of ending multi-generational poverty in north Minneapolis. The
revenue raised from the investment campaign is intended to be used in future fiscal years to replace the
Promise Neighborhood Grant. The grants and contributions receivable and net assets with donor restrictions
at June 30, 2020 and 2019 consist mostly of NAZ is Working Investment Campaign pledges.

NOTE 3 - GRANTS AND CONTRIBUTIONS RECEIVABLE

2020 2019
Grants and Contributions Receivable $ 3,444,333 $ 3,717,003
Grants and contributions receivable are due as follows for the year ended June 30, 2020:

2021 $ 2,859,838
2022 419,000
2023 165,000
2024 25,000
2025 -
3,468,838
Less Discount at 3% 24,505
Total $ 3,444,333
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NORTHSIDE ACHIEVEMENT ZONE

NOTES TO FINANCIAL STATEMENTS

NOTE 4 - INVESTMENTS

Investments consist of the following at June 30, 2020 and 2019:

June 30, 2020 June 30, 2019
Cost Market Cost Market
Government Securities $1,248,129 $1,290,252 $ 1,960,908 $2,024,186
Corporate Bonds 1,450,936 1,512,054 1,698,787 1,753,639
Mutual Funds 1,803,753 1,801,787 1,449,008 1,438,837
Common Stocks 1,945,702 2,030,900 1,312,675 1,457,459
Mutual Funds - CEF's and ETF's 253,066 256,042 102,309 106,564
Total $6,701,586 $ 6,891,035 $6,523,687 $ 6,780,685

Net investment gain consists of the following for the years ended June 30, 2020 and 2019:

2020 2019
Interest and Dividends $ 311,533 $ 268,741
Realized and Unrealized Investment Gains (Losses) (86,156) 298,395
Fees (45,647) (50,405)
Total $ 179,730 $ 516,731

The following table, as of June 30, 2020 and 2019, provides information by level for assets that are
measured at fair value, on a recurring basis.

Quoted
Prices for Other
Identical Observable Unobservable
Total Assets Inputs Inputs
Description Market (Level 1) (Level 2) (Level 3)
2020:
Government Securities $1,290,252 $ - $1,290,252 $ -
Corporate Bonds 1,512,054 - 1,512,054 -
Mutual Funds 1,801,787 1,801,787 - -
Common Stocks 2,030,900 2,030,900 - -
Mutual Funds - CEF's and ETF's 256,042 256,042 - -
Totals $6,891,035 $4,088,729 $ 2,802,306 $ -
Quoted
Prices for Other
Identical Observable  Unobservable
Total Assets Inputs Inputs
Description Market (Level 1) (Level 2) (Level 3)
2019:
Government Securities $2,024,186 $ - $2024186 $ -
Corporate Bonds 1,753,639 - 1,753,639 -
Mutual Funds 1,438,837 1,438,837 - -
Common Stocks 1,457,459 1,457,459 - -
Mutual Funds - CEF's and ETF's 106,564 106,564 - -
Totals $6,780,685 $3,002860 $3,777825 $ -
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NORTHSIDE ACHIEVEMENT ZONE
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - INVESTMENTS

The fair value of the Organization’s mutual funds and stocks are determined by reference to quoted
market prices and other relevant information generated by market transactions. These investments
are classified within Level 1 of the valuation hierarchy.

The fair value of the Organization’s government securities and corporate bonds were determined
based on Level 2 inputs and are estimated as the present value of expected future cash inflows,
taking into account (1) the type of security, its term, and any underlying collateral, (2) the seniority
level of the debt security, and (3) quotes received from brokers and pricing services. In applying the
valuation model, significant inputs including probability of default for debt securities, the estimated
prepayment rate, and the projected yield based on estimated future market rates for similar
securities.

The Organization holds investments in a variety of investment funds. In general, its investments are
exposed to various risks, such as interest rate, credit and overall market volatility. Due to the level
of risk associated with certain investments, it is reasonably possible that changes in the values of
the investments will occur in the near term and such changes could be material to the amounts
reported in the statement of financial position.

NOTE 5 - LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

The Organization has a goal to maintain financial assets, which consist of cash and short-term
investments, on hand to meet 90 days of normal operating expenses, which are, on average,
approximately $3,000,000. The Organization has a policy to structure its financial assets to be
available as its general expenditures, liabilities, and other obligations come due.

Investments consist of funds raised through the Investment Campaign, the purpose of which is to
keep programming at current levels. These campaign funds are to be used to replace the Promise
Neighborhood Grant. Investment earnings are typically re-invested in the investment portfolio. The
board meets regularly to discuss whether appropriations are considered necessary.

Financial assets available for general expenditure, without donor or other restrictions limiting their
use, within one year of June 30, 2020 and 2019 are as follows:

2020 2019

Financial Assets:
Cash $ 4,913,402 $ 1,808,424
Accounts Receivable, Net 72,547 125,729
Contributions Receivable, Net 3,444,333 3,717,003
Long-Term Investments 6,891,035 6,780,685
Total Financial Assets 15,321,317 12,431,841
Less Donor Imposed Purpose Restricted Net Assets 7,895,780 6,009,277
Less Board Designated Net Assets for Operating Reserve 3,000,000 3,000,000
Amounts Available for General Expenditure Within One Year $ 4,425,537 $ 3,422,564

A significant amount of purpose restricted net assets will be expended within the next year and
released from restriction when the purpose restrictions are met.

12



NORTHSIDE ACHIEVEMENT ZONE
NOTES TO FINANCIAL STATEMENTS

NOTE 6 - NOTE PAYABLE

In March 2020, the Coronavirus Aid, Relief and Economic Security (CARES) Act was signed into
law. Part of CARES was the Paycheck Protection Program (PPP) which allowed for organizations
to apply for a potentially forgivable loan if the proceeds were used for the specified purposes. In
April 2020, the Organization received a $890,900 loan from the PPP program and expects to use it
for the designated purposes.

In June 2020, the Payroll Protection Program Flexibility Act of 2020 was signed which amended
certain terms of the loan program. If the loan is not forgiven, the Organization will be liable to repay
the loan in either 24 or 60 monthly installments after an initial deferment period at an interest rate of
1.00%. The covered period will expire October 2020 and repayment could be deferred until July
2021. As such, this note is currently presented as a long-term liability on the statement of financial
position as of June 30, 2020.

NOTE 7 - NET ASSETS

Net assets with donor restrictions at June 30, 2020 and 2019 consist of the following:

2020 2019
Investment Campaign $ 6,479,457 $ 4,575,447
Time Restriction 595,833 505,000
Health - 55,000
Career & Finance 25,000 253,250
Family Engagement 21,583 184,775
Early Childhood 50,000 125,000
Family Academy 275,000 337,500
Education Pipeline 235,000 20,000
Design for a Difference 17,800 -
Family Emergency Fund 220,612 -
Contributions Receivable Discount (24,505) (46,695)

$ 7,895,780 $ 6,009,277

Net assets with donor restrictions released from restriction were $4,945,723 and $5,374,669 in
2020 and 2019. Net assets with donor restrictions were released from restriction due to satisfaction
of time and program restrictions.
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NORTHSIDE ACHIEVEMENT ZONE

NOTES TO FINANCIAL STATEMENTS

NOTE 8 - RETIREMENT PLAN

The Organization has a defined contribution 403(b) plan. Eligible employees are automatically
enrolled at 3% upon hire date with an “opt out” feature. Employees may make contributions up to
100% of their salaries subject to IRS limits. The Organization matches up to 3% of eligible
compensation. Organization expense for the Plan was $71,065 in 2020 and $76,435 in 2019.

NOTE 9 - LEASE COMMITMENTS

The Organization leases its office space under a lease agreement which expires in September
2022. In addition to monthly lease payments, the Organization is required to pay its pro-rata share
of building operating costs and real estate taxes. The Organization also leases certain equipment
under terms that expires in October 2022.

The Organization’s lease expense and its share of the future minimum lease commitments under
these operating leases (excluding operating costs and real estate taxes) are as follows:

Office
Space Equipment Total
Expense:
2020 $ 321,619 $ 13,055 $ 334,674
2019 321,653 11,833 333,486
Commitments:
2021 $ 201,015 $ 5,160 $ 206,175
2022 206,865 5,160 212,025
2023 52,080 1,720 53,800
2024 - - _
2025 - - -

NOTE 10 - RISKS AND UNCERTAINTIES

In March 2020, the World Health Organization declared the novel strain of the coronavirus
(COVID-19) a global pandemic and recommended containment and mitigation measures worldwide.
The Organization cannot reasonably estimate the length or severity of this pandemic, or the extent
to which the disruption from this pandemic may impact the Organization’s operations and financial
statements.
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