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Literacy Council of Buncombe County
Statements of Financial Position

June 30, 2015 and 2014
2015 2014
Assets
Current assets:
Cash:
Unrestricted $ 46,420 $ 39,298
Restricted cash 10,000 10,000
Sales tax receivable 442 268
Total current assets 56,862 49,566
Other assets:
Property and equipment, net 1,158 1,681
Total assets $ 58,020 $ 51,247
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued expenses $ - $ -
Deferred revenue 2,560 14,300
Total current liabilities 2,560 14,300
Net assets:
Unrestricted 45,460 26,947
Temporarily restricted 10,000 10,000
Total net assets 55,460 36,947
Total liabilities and net assets $ 58,020 $ 51,247

The accompanying notes are an integral part of these financial statements.
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Literacy Council of Buncombe County
Statements of Cash Flows
For the Years Ended June 30, 2015 and 2014

2015 2014
Cash flows from operating activities:
Change in net assets $ 18,513 § (790)
Adjustments to reconcile changes in net assets to
net cash provided by operating activities:
Depreciation 523 523
Change in operating assets and liabilities:
Sales tax receivable (174) 125
Accounts payable and accrued expenses - (2,480)
Deferred revenue (11,740) 14,325
Net cash provided by operating activities 7,122 11,703
Net change in cash 7,122 11,703
Cash, beginning of year 49,298 37,595
Cash, end of year $ 56,420 $ 49,298

The accompanying notes are an integral part of these financial statements.
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Literacy Council of Buncombe County
Notes to the Financial Statements
For the Years Ended June 30, 2015 and 2014

Note 1 — Summary of Significant Accounting Policies

General

The Literacy Council of Buncombe County (the “Council”) is a private, non-profit corporation
established in 1987 after a merger between the Alirusa Literacy Council and the Asheville-
Buncombe Literacy Council. The Council is dedicated to increasing comprehensive literacy and
English language skills through specialized instruction by trained tutors.

Basis of Accounting
The financial statements of the organization have been prepared utilizing the accrual basis of

accounting and in accordance with accounting principles generally accepted in the United States of
America.

Financial Statement Presentation

The Council has presented its financial statements in accordance with generally accepted accounting
principles for not-for-profit organizations. Under this guidance, the Council is required to report
information regarding its financial position and activities according to three classes of net assets:
unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. In
addition, the Council is required to present a statement of cash flows.

Contributions
Under generally accepted accounting principles for not-for-profit organizations, contributions

received are recorded as unrestricted, temporarily restricted, or permanently restricted support
depending on the existence and/or nature of any donor restrictions.

Donor restricted support is reported as an increase in temporarily or permanently restricted net
assets, depending on the nature of the restriction. When a restriction expires (that is, when a
stipulated time restriction ends or the purpose of the restriction is accomplished), temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the Statement of
Activities and Change in Net Assets as net assets released from restrictions.

Use of Estimates

Preparation of financial statements in accordance with generally accepted accounting principles
requires the Council’s management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Fair Value of Financial Instruments

The Council discloses for each class of financial instruments the methods, and when a valuation
technique is used, the significant assumptions applied in determining the fair values of financial
assets and liabilities. If there is a change in the valuation technique, then the Council discloses both
the change and the reasons for the change.



Literacy Council of Buncombe County
Notes to the Financial Statements
For the Years Ended June 30, 2015 and 2014

Note 1 - Summary of Significant Accounting Policies - continued

The Council estimates that the fair value of all financial instruments does not differ materially from the
aggregate carrying values of its financial instruments recorded in the accompanying statements of
financial position. The estimated fair value amounts have been determined by the Council using
available market information and appropriate valuation methodologies. The Council’s financial
instruments consist primarily of cash, receivables and deferred revenue.

Cash and Cash Equivalents
For purposes of reporting the statement of cash flows, the Council includes all cash investments which
are not subject to withdrawal restrictions or penalties and certificates of deposit with maturity of three

months or less as cash and cash equivalents. The Council did not have any cash equivalents at June 30,
2015 and 2014.

The Council maintains its cash in financial institutions insured by the Federal Deposit Insurance
Corporation (“FDIC”). The coverage is $250,000 for substantially all other depository accounts.
Deposit accounts, at times, may exceed federally insured limits, but the Council has not experienced
any such losses.

Property and Equipment

Expenditures for office equipment, furniture and fixtures and improvements are capitalized at cost.
Expenditures for capital assets of less than $500 are expensed in the year incurred. Donations of
property and equipment are recorded as support at their estimated fair market value. Such donations
are reported as unrestricted support unless the donor has restricted the donated assets to a specific
purpose. Assets donated with explicit restrictions regarding their use and contributions of cash that
must be used to acquire property and equipment are reported as restricted support. Absent donor
stipulations regarding how long those donated assets must be maintained, the Council reports
expirations of donor restrictions when the donated or acquired assets are placed in service as instructed
by the donor. The Council reclassifies temporarily restricted net assets to unrestricted net assets at that
time. Property and equipment are depreciated using the straight-line method.

Donated Services

A substantial number of volunteers have donated a significant amount of time to the Council’s program
services. Contributed setvices that create or enhance nonfinancial assets or require specialized skills
and are provided by individuals possessing those skills are recognized as support. Contributed services
of $346,005 and $297,926 (management’s estimate of the fair value) have been reflected in the
accompanying financial statements as in-kind contributions for services contributed by skilled tutors at
the Council for the years ended June 30, 2015 and 2014, respectively.




Literacy Council of Buncombe County
Notes to the Financial Statements
For the Years Ended June 30, 2015 and 2014

Note 1 - Summary of Significant Accounting Policies — continued

Income Taxes

The Council is established as a not-for-profit entity and has been recognized as an organization exempt
from income taxes under Section 501{c)(3) of the Internal Revenue Code.

FASB ASC 740, “Accounting for Uncertainty in Income Taxes” clarified the accounting for the
recognition and measurement of uncertainties in income taxes recognized in an entity’s financial
statements and prescribes a threshold of more likely-than-not for recognition of tax positions taken or
expected to be taken in a tax return. The Council’s policy is to evaluate the likelihood that its uncertain
tax positions will prevail upon examination based on the extent to which those positions have

substantial support within the Internal Revenue Code and Regulations, Revenue Rulings, court
decisions and other evidence.

The Council’s income tax returns are subject to examination by taxing authorities for a period of three
years from the date they are filed. As of June 30, 2015, years subject to examination include the fiscal
years ended 2012, 2013, and 2014.

Functional Expenses
The Council allocates its expenses on a functional basis among its various program and support
services. Expenses that can be identified with a specific program and support service are allocated

directly according to their nature and expenditure classification. Other expenses that are common to
several functions are allocated by statistical means.

Note 2 — Property and Equipment

A description of property and equipment for the years ended June 30, 2015 and 2014 is as follows:

June 30 2015 2014
Computers § 2946 $ 2,946
Less: accumulated depreciation (1.788) (1,265)
Property and equipment, net $ 1158 $§ 1681

Depreciation expense for the years ended June 30, 2015 and 2014 was $523 and $523, respectively.



Literacy Council of Buncombe County
Notes to the Financial Statements
For the Years Ended June 30, 2015 and 2014

Note 3 — Beneficially Owned Funds

The Council is the beneficial owner, but not the legal owner, of certain donated funds held and
controlled by the Community Foundation of Western North Carolina (the “Foundation™). These funds
are not reflected in the accompanying Statement of Financial Position. The Council retains certain
percentages of beneficial interests in the component fund of the Foundation. The total market value of
these funds at June 30, 2015 and 2014 totaled $110,628 and $114,034, respectively.

Note 4 — Deferred Revenue

In both June 2015 and 2014, the Council received a $10,000 grant from the Dollar General Literacy
Foundation to be used during the fiscal years ending June 30, 2016 and 2015, respectively. In addition,
the Council collected funds of $2,560 and $14,300 during the years ended June 30, 2015 and 2014 for
the Author’s Events held subsequent to year end.

Note 5 — Lease Commitments

The Council leases office space in Asheville, North Carolina on a month to month basis for $2,900 per
month, Total rent expense was $34,800 and $34,800 for the years ended June 30, 2015 and 2014,
respectively.

Note 6 — Concentration of Credit Risk

One agency provided grant revenue totaling $101,185 or 57% of total grant revenues during the year
ended June 30, 2015. The same agency provided grant revenue totaling $99,000 or 59% of total grant
revenues during the year ended June 30, 2014.

Note 7 — Subsequent Events

The Council evaluated the effect that all subsequent events would have on the financial statements
through October 2, 2015, which is the date the financial statements were available to be issued.

Note 8 — Restatement of Net Assets

During the year June 30, 2015, management identified an error relating to the recording of the deferred
revenue balance in the prior year financial statements. The effect of this error resulted in a restatement
of the prior year financial statements due to the net understatement of net assets of $10,000.



SUPPLEMENTAL INFORMATION
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