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Independent Auditor's Report

Board of Directors
Reading and Education for Adult Development, Inc.
(The READ Center)
Richmond, Virginia

Report on the Financial Statements
We have audited the accompanying financial statements of Reading and Education for Adult Development, Inc.
(“The READ Center”, a nonprofit organization) which comprise the statement of financial position as of June 30,
2018, and 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 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 The READ Center as of June 30, 2018, 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 Summarized Comparative Information
We have previously audited The READ Center’s 2017 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated September 18, 2017. In our opinion, the
summarized comparative information presented herein as of and for the year ended June 30, 2017, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

Richmond, Virginia
August 28, 2018
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Reading and Education for Adult Development, Inc. (The Read Center)
Statement of Financial Position
As of June 30, 2018 (with comparative totals as of June 30, 2017)
2018
Temporarily
Permanently
Restricted
Restricted

Unrestricted

2017
Total

Total

Assets
Current assets
Cash and cash equivalents
Investments
Prepaid expenses
Total current assets
Furniture, fixtures and equipment
Furniture, fixtures and equipment,
net of accumulated depreciation
of $53,182 in 2018 and $48,385 in 2017
Total assets

$

121,372
314,875
4,127
440,374

$

50,517
118,175
‐
168,692

$

3,030
136,780
‐
139,810

$

174,919
569,830
4,127
748,876

$

252,162
321,329
4,118
577,609

$

23,677
464,051

$

‐
168,692

$

‐
139,810

$

23,677
772,553

$

24,372
601,981

Liabilities
Accounts payable and accrued expenses

$

14,738

$

‐

$

‐

$

14,738

$

19,969

Net assets
Net assets
Total liabilities and net assets

$

449,313
464,051

$

168,692
168,692

$

139,810
139,810

$

757,815
772,553

$

582,012
601,981

Liabilities and Net Assets

See Notes to Financial Statements
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Reading and Education for Adult Development, Inc. (The Read Center)
Statement of Activities
For the year ended June 30, 2018 (with comparative totals for the year ended June 30, 2017)

Support and revenue
Contributions and grants
Individual
Local government
Grants
Organizations

Unrestricted

2018
Temporarily
Permanently
Restricted
Restricted

$

$

In‐kind contributions
Special events, net
Interest and dividend income, net
Capital gain distributions
Net investment (loss) gain
Other income
Total support and revenue
Net assets released from restrictions
Satisfaction of time and program
restrictions
Reclassification of earnings under donor agreement
Total support, revenue
and reclassifications
Expenses
Program services
Supporting services:
Management and general
Fundraising
Increase in net assets
Net assets, beginning of year
Net assets, end of year

$

139,746
21,407
115,085
33,217
309,455
88,416
38,605
19,566
‐
(9,704)
6,000
452,338

12,500
‐
199,000
‐
211,500
‐
‐
(782)
5,124
4,281
‐
220,123

$

‐
‐
‐
‐
‐
‐
‐
1,108
‐
‐
‐
1,108

2017
Total

Total

$

152,246
21,407
314,085
33,217
520,955
88,416
38,605
19,892
5,124
(5,423)
6,000
673,569

$

113,017
21,407
228,928
42,094
405,446
83,839
28,341
12,887
‐
16,834
‐
547,347

93,800
1,892

(93,800)
(3,785)

‐
1,893

‐
‐

‐
‐

548,030

122,538

3,001

673,569

547,347

440,200

‐

‐

440,200

380,763

30,068
27,498
497,766
50,264

‐
‐
‐
122,538

‐
‐
‐
3,001

30,068
27,498
497,766
175,803

29,308
30,787
440,858
106,489

399,049
449,313

See Notes to Financial Statements
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$

46,154
168,692

$

136,809
139,810

$

582,012
757,815

$

475,523
582,012

Reading and Education for Adult Development, Inc. (The Read Center)
Statement of Functional Expenses
For the year ended June 30, 2018 (with comparative totals for the year ended June 30, 2017)
2018
Program services
Salaries, wages and benefits
Occupancy costs
Office administration
Services and materials
Depreciation

$

Management and general
Salaries, wages and benefits
Occupancy costs
Office administration
Depreciation
Fundraising
Salaries, wages and benefits
Occupancy costs
Office administration
Services and materials
Depreciation
$

See Notes to Financial Statements
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292,691
91,173
19,624
32,552
4,160
440,200

2017
$

245,496
80,946
26,020
24,488
3,813
380,763

13,842
1,463
14,446
317
30,068

14,791
1,298
12,932
287
29,308

13,842
1,463
1,662
10,214
317
27,498
497,766

14,791
1,298
2,184
12,227
287
30,787
440,858

$

Reading and Education for Adult Development, Inc. (The Read Center)
Statement of Cash Flows
For the year ended June 30, 2018 (with comparative totals for the year ended June 30, 2017)
2018
Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by provided by operating activities:
Depreciation
Net investment loss (gain)
Donated stock
(Increase) decrease in:
Prepaid expenses
Decrease (increase) in:
Accounts payable and accrued expenses
Net cash provided by operating activities

$

Cash flows from investing activities
Purchases of furniture, fixtures and equipment
Purchase of investments
Proceeds from sale of investments
Net cash used in investing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

See Notes to Financial Statements
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2017

175,803

$

106,489

4,794
5,423
(16,591)

4,386
(16,834)
(14,491)

(9)

205

(5,231)
164,189

10,255
90,010

(4,099)
(366,722)
129,389
(241,432)
(77,243)

(10,595)
(115,916)
113,353
(13,158)
76,852

252,162
174,919

175,310
252,162

$

Reading and Education for Adult Development, Inc. (The Read Center)
Notes to Financial Statements
June 30, 2018
Note 1.

Description of Organization

Reading and Education for Adult Development, Inc. (The READ Center) is a non‐stock, Virginia not‐for‐profit
corporation, incorporated in 1982, for the purpose of enhancing the quality of life in the greater Richmond
metropolitan area by helping adults learn to read. The READ Center is exempt from Federal income taxes as a
not‐for‐profit entity as defined in Section 501(c)(3) of the Internal Revenue Code.
Note 2.

Summary of Significant Accounting Policies

Basis of presentation:
The accompanying financial statements have been prepared on the accrual basis of accounting in accordance
with generally accepted accounting principles and, accordingly, reflect all significant receivables and recognized
revenues and support when earned and payable and expenditures when incurred.
The financial statements include certain prior‐year summarized comparative information in total, but not by
asset class. Such information does not include sufficient detail to constitute a presentation in conformity with
accounting principles generally accepted in the United States of America (US GAAP). Accordingly, such
information should be read in conjunction with The READ Center’s audited financial statements for the year
ended June 30, 2017, from which the summarized information was derived.
Use of estimates:
The preparation of financial statements in accordance with US GAAP 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.
Classification of net assets:
In accordance with the US GAAP, not‐for‐profit entities are required to report information regarding financial
position and activities according to three classes of net assets. Accordingly, net assets of The READ Center and
changes therein are classified and reported as follows:
Unrestricted net assets ‐ Net assets that are not subject to donor‐imposed stipulations, and are currently
available at the discretion of The READ Center's Board of Directors for use in The READ Center's operations.
Temporarily restricted net assets ‐ Net assets subject to donor‐imposed stipulations that may or will be met,
either by actions of The READ Center and/or the passage of time. When a restriction expires, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as
net assets released from restrictions. Support that is restricted by the donor is reported as an increase in
unrestricted net assets if the restriction expires in the same reported period.
Permanently restricted assets ‐ Net assets subject to restriction in perpetuity, one‐half (1/2) of the realized
income from which is expendable in accordance with the conditions of the specific donation.
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Reading and Education for Adult Development, Inc. (The Read Center)
Notes to Financial Statements
June 30, 2018
Note 2.

Summary of Significant Accounting Policies, Continued

Cash and cash equivalents:
For purposes of the statement of cash flows, The READ Center considers all highly liquid instruments purchased
with an original maturity of three months or less to be cash equivalents.
Investments:
Investments are carried at fair value. The fair value of marketable equity securities, bonds and other
investments are based on quoted market prices. Cost used in the determination of gains and losses on sales of
investments is based on the specific cost of the investment sold, adjusted for any other‐than‐temporary declines
in value of the investment.
Fair value measurements:
The READ Center uses a three‐tier hierarchy established within US GAAP to prioritize the assumptions, referred
to as inputs, used in valuation techniques to measure fair value. The three‐tier hierarchy of inputs is summarized
in the three broad levels listed below.
Level 1: Quoted market prices in active markets for identical investments.
Level 2:

Other significant observable inputs (including quoted prices for similar investments in active
markets, interest rates and yield curves, prepayment speeds, credit risks, etc.)

Level 3

Significant unobservable inputs

The asset's or liability's fair value measurement level within the fair value hierarchy is based on the lowest level
of any input that is significant to the fair value measurement. Valuation techniques used need to maximize the
use of observable inputs and minimize the use of unobservable inputs.
Following is a description of the valuation methodologies used for investments measured at fair value at
June 30, 2018:
Equity securities and corporate bonds: Valued at the closing price reported on the active market on
which the individual securities are traded.
Mutual funds: Valued at the net asset value (“NAV”) of shares held by The READ Center at year end
using closing prices reported in the active market.
The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although The READ Center believes its 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 fair value
measurement at the reporting date.
All of The READ Center’s investments are measured as level 1 investments.
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Reading and Education for Adult Development, Inc. (The Read Center)
Notes to Financial Statements
June 30, 2018
Note 2.

Summary of Significant Accounting Policies, Continued

Donated marketable securities:
Donated marketable securities are recorded as investments and as contributions at their estimated fair values at
the date of donation.
Furniture, fixtures and equipment:
The READ Center capitalizes all expenditures in excess of $500 for furniture, fixtures and equipment with an
extended useful life. Furniture, fixtures and equipment is recorded at cost, or if donated, at fair market value on
the date received. Major improvements are capitalized and depreciated; maintenance and repairs which do not
significantly improve or extend the life of respective assets are expensed. Upon sale or retirement, the cost and
related accumulated depreciation are removed from the accounts, and any gain or loss is reflected in the
statement of activities. Depreciation is calculated on the straight‐line method over the estimated useful lives of
3 to 7 years.
Revenue recognition:
Contributions and grants are recognized as revenue when they are received. Contributions received are
recorded as unrestricted, temporarily restricted, or permanently restricted support, depending on the existence
and/or nature of any donor restrictions.
In‐kind contributions:
In‐kind contributions represent the estimated fair market value of rent, goods and services (i.e. donated teacher
time), contributed to The READ Center for which a clearly measurable and objective basis of valuation exists. A
substantial number of volunteers have made significant contributions of their time in the furtherance of The
READ Center's programs. The value of this contributed time is not reflected in these statements since it is not
susceptible to objective measurement or valuation.
Income taxes:
The READ Center is a qualifying nonprofit organization that is exempt from federal and state income taxes under
Internal Revenue Code Section 501(c)(3) and the tax statutes of the Commonwealth of Virginia whereby only
unrelated business income, if any, as defined by the Code, is subject to federal income tax.
Generally accepted accounting principles prescribe a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken or expected to be in a tax return.
Management has evaluated The READ Center’s tax positions and concluded that The READ Center has taken no
uncertain tax positions that require adjustment to the financial statements as of or for the year ended June 30,
2018. Fiscal years ending on or after 2015 remain subject to examination by federal and state tax authorities.
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Reading and Education for Adult Development, Inc. (The Read Center)
Notes to Financial Statements
June 30, 2018
Note 2.

Summary of Significant Accounting Policies, Continued

Uniform Prudent Management of Institutional Funds Act:
During 2008, the Commonwealth of Virginia enacted the Uniform Prudent Management of Institutional Funds
Act (UPMIFA). In August 2008, an accounting standard was passed which provides guidance on the classification
of endowment fund net assets for states that have enacted versions of UPMIFA. Under UPMIFA all appropriated
endowment fund assets are considered restricted. See Note 5 for discussion of endowment funds.
Concentration and risk:
The READ Center maintains its cash on deposit with two financial institutions located in the United States of
America. The Federal Deposit Insurance Corporation (FDIC) provides insurance coverage for up to $250,000 of
cash held in each separate FDIC insured bank and savings institution. From time to time, The READ Center may
have amounts on deposit in excess of the insured limits.
Two donors make up approximately 43% of total contributions and grants.
Subsequent events:
The READ Center has evaluated subsequent events through August 28, 2018, the date which the financial
statements were available to be issued.
Recently issued accounting standards:
In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2014‐
09, Revenue from Contracts with Customers (Topic 606), which creates a new comprehensive revenue
recognition standard that will serve as a single source of revenue guidance for all companies in all industries. In
August 2017, the FASB issued a proposed ASU intended to clarify and improve the scope and the accounting
guidance for contributions received and made, primarily by not‐for‐profits. The proposed ASU provides
guidance on if a transaction should be accounted for as a contribution or an exchange and helps organizations
evaluate whether a contribution is conditional or unconditional, and better distinguish a donor‐imposed
condition from a donor‐imposed restriction. Both ASU 2014‐09 and the proposed ASU are effective for annual
reporting periods beginning after December 15, 2018. The READ Center has not determined the full impact that
adopting the new accounting guidance will have on its financial statements.
On August 18, 2016, the FASB issued an ASU that would require changes to the net asset classification and
provide better information about a not‐for‐profit entity's liquidity, financial performance and cash flows. These
changes are intended to enhance the usefulness of a non‐for‐profit's financial statements. The ASU is effective
for fiscal years beginning after December 15, 2017. The READ Center does not expect there to be change to Net
Assets as a result of adopting the new guidance.
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Reading and Education for Adult Development, Inc. (The Read Center)
Notes to Financial Statements
June 30, 2018
Note 3.

Investments

Investments consist of the following at June 30, 2018:
June 30, 2018

Cost
Mutual funds:
Equities
Bond funds
Corporate bonds

$

$

207,034 $
44,761
300,003
551,798 $

Fair
Value

Cumulative
Unrealized
Gains(Losses)

231,909 $
46,852
291,069
569,830 $

24,875
2,091
(8,934)
18,032

$

19,892
5,124
1,369
(6,792)
19,593

Investment income consists of the following for the year ended June 30, 2018:
Interest and dividend income, net
Capital gain distributions
Realized gain
Unrealized gain
Investment income

$

Note 4. Furniture, Fixtures and Equipment
Furniture, fixtures and equipment consist of the following at June 30, 2018:
Furniture and equipment
Computer equipment
Copier
Library books
Total furniture, fixtures and equipment
Less accumulated depreciation
Net furniture, fixtures and equipment
Note 5.

$

$

13,682
50,075
8,696
4,406
76,859
(53,182)
23,677

Endowment

The READ Center’s endowment consists of one individual fund established and held in a separate investment
account as directed by the donor. The donor directed that the corpus be maintained in perpetuity, with one‐half
(1/2) of the realized income to be used for general operating purposes and the remaining one‐half (1/2) being
added to corpus. As required by generally accepted accounting principles, net assets associated with
endowment funds are classified and reported based on the existence or absence of donor‐imposed restrictions.

11

Reading and Education for Adult Development, Inc. (The Read Center)
Notes to Financial Statements
June 30, 2018
Note 5.

Endowment, Continued

While UPMIFA does not require it unless the donor instrument contains an express provision, The READ Center
generally requires the preservation of the fair value of the original gift, as of the gift date, donor‐restricted
endowment funds. Following this approach, The READ Center classifies as permanently restricted net assets (a)
the original value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the
permanent endowment, and the (c) accumulations to the permanent endowment made in accordance with the
directions of the applicable donor gift instrument, at the time the accumulation is added to the fund. The
remaining portion of the donor‐restricted endowment fund that is not classified in permanently restricted net
assets is classified as temporarily restricted net assets until those amounts are appropriated for expenditure by
the organization in a manner consistent with the standard of prudence prescribed by UPMIFA.
In accordance with UPMIFA, The READ Center considers the following factors in making a determination to
appropriate or accumulate donor‐restricted endowment funds: the purpose, duration, and preservation of the
endowment fund; expected total return of investments; general economic conditions and the possible effect of
inflation or deflation; other resources of the organization.
Return objectives and risk parameters:
The READ Center has investment and spending policies for endowment assets that attempt to conservatively
yield returns within reasonable levels of risk. Endowment assets include those assets of donor‐restricted funds
that The READ Center must hold in perpetuity or for a donor‐specified period. Under this policy, as approved by
the Finance Committee, the endowment assets are invested in a manner that is intended to be conservative
through funds with a long‐term approach. The endowment assets are invested in a manner that is intended to
produce results that exceed the price and yield results of the S&P 500 index or similar established broad market
measures of return on investments. The Finance Committee designates a target percentage return when
deciding asset allocation.
Strategies employed for achieving objectives:
To satisfy its rate‐of‐return objectives, The READ Center relies on a total return strategy in which investment
returns are achieved through capital appreciation (realized and unrealized) and current yield (interest and
dividends). The investment portfolio is allocated for long‐term growth. Highly rated mutual funds with low
expense components may be substituted for individual securities at the discretion of the Finance Committee.
Spending policy and how the investment objectives relate to spending policy:
In accordance with the donor agreement, The READ Center appropriates 1/2 of the interest earnings on the
endowment funds to be utilized in the operations of The READ Center. In addition, the Board periodically
reviews the investment gains on the endowment funds and may appropriate a portion of these earnings to be
utilized in the operations of The READ Center.
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Reading and Education for Adult Development, Inc. (The Read Center)
Notes to Financial Statements
June 30, 2018
Note 5.

Endowment, Continued

The summary of changes in endowment net assets is as follows:
Temporarily
Restricted
Endowment net assets – July 1, 2017
Interest and dividends, net
Investment gains
Unrealized gains
Reclassification of earnings under
donor agreement
Endowment net assets ‐ June 30, 2018
Note 6.

$

$

Permanently
Restricted

Total

14,002 $
4,342
53
4,228

136,809 $
1,108
‐
‐

150,811
5,450
53
4,228

(3,785)
18,840 $

1,893
139,810 $

(1,892)
158,650

Restricted Net Assets

Temporarily restricted net assets are designated for the following purposes at June 30, 2018:
Funds to be used for program salaries, wages, and benefits
Funds to be used for program services and materials
Time restricted
Accumulated realized and unrealized investment income
Total restricted net assets

$

$

39,002
10,850
100,000
18,840
168,692

Note 7. Net Assets Released from Restrictions
Net assets released from donor restrictions by incurring expenses satisfying the restricted purposes were as
follows during 2018:
Funds used for program salaries, wages, and benefits
Funds used for program services and materials
Reclassification of earnings under donor agreement:
Investment earnings transferred to unrestricted net assets
Total net assets released from restrictions
Note 8.

$

$

76,500
17,300
3,785
97,585

Leases

The READ Center leases office space under an operating lease expiring April 30, 2021. Future minimum lease
payments under this lease are $18,824 for 2019; $19,201 for 2020 and $16,186 for 2021.
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Reading and Education for Adult Development, Inc. (The Read Center)
Notes to Financial Statements
June 30, 2018
Note 9.

Related Parties

Members of The READ Center’s Board of Directors are significant contributors to the organization. Total
contributions by the Board of Directors during fiscal year ended 2018 were $108,587.
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