Montemayor Britton Bender PC

CERTIFIED PUBLIC ACCOUNTANTS

ANN RICHARDS SCHOOL FOUNDATION
INDEPENDENT AUDITOR’S REPORT
AND
FINANCIAL STATEMENTS

31 AUGUST 2019




Montemayor Britton Bender PC
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Board of Directors
Ann Richards School Foundation

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying financial statements of the Ann Richards School Foundation (Foundation),
Wthl:l comprise the statement of financial position as of 31 August 2019 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 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 of material misstatement.

An audit involves performing procedures to obtain auditevidence about the amounts and disclosures in the financial
statements. The procedures selected depend on 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 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 Foundation as of 31 August 2019, and the changes in its net assets and its cash flows for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

12 December 2019
Austin, Texas
2525 WALLINGWOOD DRIVE
BUILDING 1, SUITE 200
AUSTIN, TEXAS 78746
PHONE: 512.442.0380

FAX: 512.442.0817
www.montemayot.team




ANN RICHARDS SCHOOL FOUNDATION

STATEMENT OF FINANCIAL POSITION

31 AUGUST 2019

ASSETS
Current assets
Cash
Investments

Grants and contributions receivable

Fixed assets

Restricted investments

LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable

Accrued payroll

Net assets
Without donor restrictions
Undesignated

Designated by Board for endowment

With donor restrictions
Perpetual in nature for endowment

Purpose restrictions

The accompanying notes are an integral part of this financial statement presentation.

e

$114,141
5,666,928
21.500
5,802,569
6,635
1.679.371
$7.488.575

$26,043
17.489
43.532

555,365
4.720.272
5.275.637

1,504,305

665.101
2.169.406
7.445.043

$7.488.575




ANN RICHARDS SCHOOL FOUNDATION
STATEMENT OF ACTIVITIES

YEAR ENDED 31 AUGUST 2019

Without With
Donor Donor
Restrictions  Restrictions Total
REVENUE
Contributions $491,668 $26,440 $518,108
Special events 388,864 0 388,864
Corporate and foundation support 123,076 117,526 240,602
Investment income/(loss) (67,864) (2,295) (70,159)
Other income 15,965 0 15,965
Net assets released from purpose restrictions 151.341 (151.341) 0
1.103.050 (9.670) 1.093.380
EXPENSES
Program 722,704 0 722,704
Fundraising 211,227 0 211,227
Administrative 99.124 0 99.124
1.033.055 0 1.033.055
CHANGE IN NET ASSETS 59995 (9,670) 60,325
BEGINNING NET ASSETS 5,205.642 2.179.076 7.384.718
ENDING NET ASSETS $5.275.637  $2.169.406 $7.445.043

The accompanying notes are an integral part of this financial statement presentation.
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ANN RICHARDS SCHOOL FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED 31 AUGUST 2019

Program Fundraising Administrative

Enhancement program $477,082 $0 $0
Salary and related 135,503 134,368 56,626
Events 46,194 63,376 0
Consulting fees 60,254 0 0
Accounting and audit 0 0 15,373
Fees 857 850 7,101
Office supplies and equipment 0 0 7,551
In-kind goods 0 5,965 0
Donor recognition 0 3,397 0
Food and beverage 0 0 6,992
Training and travel 1,494 1,962 1,613
Phone 1,320 1,309 552
Other 0 0 3.314
$722.704 $211.227 $99.124

Total
$477,082
326,497
109,570
60,254
15,375
8,808
75931
5,965
3,397
6,992
5,069
3,181
3314

$1.033.055

The accompanying notes are an integral part of this financial statement presentation.
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ANN RICHARDS SCHOOL FOUNDATION
STATEMENT OF CASH FLOWS

YEAR ENDED 31 AUGUST 2019

CASH FLOWS FROM OPERATING ACTIVITIES:

Change in net assets $60,325
Unrealized (gain)/loss 266,667
Change in grants and contributions receivable 44,567
Change in other assets 7,706
Change in accounts payable 905
Change in accrued payroll 20.166

400.336

CASH FLOWS FROM INVESTING ACTIVITIES:

Sales of investments 42,241

Purchases of investments (447.582)
405.341

NET CHANGE IN CASH (5,005)

BEGINNING CASH 119.146

ENDING CASH $114.141

The accompanying notes are an integral part of this financial statement presentation.
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NOTE 1:

NOTE 2:

ANN RICHARDS SCHOOL FOUNDATION

NOTES TO FINANCIAL STATEMENTS

ORGANIZATION

The Ann Richards School Foundation (the Foundation), is a nonprofit organization established
in 2009, for the purpose of raising funds to enhance the programs of the Ann Richards School,
a public school within the Austin Independent School District. The Foundation is supported
mainly by contributions from individuals and other foundations and supplements programming
provided by the school district. In addition to the fundraising program, enhancement
programming provided by the Foundation includes: College Bound programming; Science,
Technology, Engineering and Math programming; summer programs and other curriculum
support.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING

The Foundation uses the accrual basis of accounting. Revenues are recognized when earned
regardless of when received. Expenses are recognized when incurred regardless of when
paid.

FINANCIAL STATEMENT PRESENTATION

Net assets, revenues, gains, and losses are classified based on the existence or absence of
donor or grantor imposed restrictions. Accordingly, net assets and changes therein are
classified and reported as follows.

Net Assets Without Donor Restrictions
Net assets available for use in general operations and not subject to donor (or certain
grantor) restrictions.

Net Assets With Donor Restrictions

Net assets subject to donor (or certain grantor) imposed restrictions. Some donor imposed
restrictions are temporary in nature, such as those that will be met by the passage of time
or other events specified by the donor. Other donor imposed restrictions are perpetual in
nature, where the donor stipulates that resources be maintained in perpetuity. Donor
imposed restrictions are released when a restriction expires, that is when the stipulated
time has elapsed, when the stipulated purpose for which the resource was restricted has
been fulfilled, or both.

SUBSEQUENT EVENTS

The Foundation has evaluated subsequent events through the date of the Independent
Auditor’s Report, the date the financial statements were available to be issued.




ANN RICHARDS SCHOOL FOUNDATION

NOTES TO FINANCIAL STATEMENTS

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INVESTMENTS

Investments consist of mutual funds and money market funds carried at fair value.

FEDERAL INCOME TAXES

The Foundation is exempt from federal income taxes under provisions of Section 501(¢)(3)
of the Internal Revenue Code, except to the extent it has unrelated business income.
Therefore, no provision has been made for federal income taxes in the accompanying
financial statements. The Foundation’s policy is to record interest and penalties related to
income taxes as interest and other expense, respectively. At31 August 2019, no interest and
penalties have been or are required to be accrued.

ESTIMATES

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles 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.

FUNCTIONAL ALLOCATION OF EXPENSES

The financial statements report certain categories of expenses that are attributed to more than
one program or supporting function. Therefore, expenses require allocation on a reasonable
basis thatis consistently applied. The expenses that are allocated include salaries and related,
and phone, which are allocated based on estimates of time and effort and event expenses,
fees, and training and travel, which are allocated based on management’s review and
analysis of individual transactions and costs.

REVENUE

Grants and contributions received are recorded as either donor restricted or unrestricted
support depending on the existence or nature of any donor restrictions. As purpose or time
restrictions are satisfied net assets are reclassified to net assets without donor restrictions.
There is no allowance for uncollectible accounts, based on management’s evaluation of
potential uncollectible grants and contributions receivable. Amounts due within one year
are recorded at their net realized value. Grants and contributions that are expected to be
collected in future years are recorded at the present value of the expected future cash flows.

NOTE 3: RELATED PARTY TRANSACTIONS

During the year, the Foundation received contributions of approximately $152,000 from Board
members and foundations and businesses represented by Board members.
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ANN RICHARDS SCHOOL FOUNDATION

NOTES TO FINANCIAL STATEMENTS

NOTE 4: INVESTMENTS

Unrestricted  Restricted Total
Money market funds $310,482 $25,559 $336,041
Mutual funds 5.356.446 1.653.812  7.010.258

$5.666.928  $1.679.371 $7.346.299

The total investment balance includes $1,679,371 held in brokerage accounts designated as
restricted for endowment (see Note 7). The Foundation held investments of $2,795,624 in
three mutual funds that represented 38% of total investments. Additionally, the Foundation
held investments of $6,846,299 in excess of SPIC coverage.

NOTE 5: FAIR VALUE DISCLOSURES

Quoted Prices in Significant Other Significant
Active Markets for Observable Unobservable
Amount Identical Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Investments $7.346.299 $7.346.299 N/A N/A

NOTE 6: NET ASSETS WITH DONOR RESTRICTIONS

Subject to purpose restrictions at 31 August 2019:

Scholarships $437,672
General enhancement 4,863
STEM/Engineering 40,000
College Bound 7,500
Endowment earnings restricted to fund programs 175,066

$665.101

Satisfaction of purpose restrictions during the year ended 31 August 2019:

General enhancement $30,668
STEM/Engineering 35,604
College Bound 42,500
Scholarships 12,328
Release of endowment earnings to fund programs 30.241

$151.341




ANN RICHARDS SCHOOL FOUNDATION

NOTES TO FINANCIAL STATEMENTS

NOTE 7: ENDOWMENT FUNDS

The Foundation established an endowment fund to provide a stable source of support for
enhancement programming. The endowment funds are permanently restricted as per the
donors’ request. Restricted investment accounts of $1,679,371 are designated for the
endowment (see Note 4). The Board of Directors of the Foundation has interpreted the Texas
Uniform Prudent Management of Institutional Funds Act as requiring the preservation of the
fair value of the original gift as of the date of the contribution, absent any explicit donor
stipulation to the contrary. Thus, donor contributions to the permanent endowment fund are
restricted in perpetuity and are reported as long-term assets of the Foundation. The
undistributed earnings from the fund are designated by the donor as restricted net assets, to be
used for general enhancement programs and operations (Note 6).

The Foundation also transferred unrestricted funds to a brokerage account for the establishment
of a Board-designated quasi-endowment fund. The funds are designed to generate income to
support programs at the Ann Richards School and to support operations of the Foundation.
Unrestricted investment accounts of $4,720,271 are designated for the endowment.

Return Objective and Risk Parameters and Strategies Employed for Achieving Objectives
The Foundation has elected to have a portion of the permanent endowment funds and the
Board-designed endowment fund managed and held as investments in a Charles Schwab
brokerage account. Return objectives include producing a rate of return that allows for
maximum support for the Ann Richards School, along with prudent management of
investments, preservation of principal and potential for long-term asset growth.

Spending Policy and How the Investments Objective Relate to Spending Policy
Earnings on the endowment are available to be distributed upon approval by the Foundation’s
Finance Committee. An amount no greater than 10% of the total market value of the funds
may be distributed in any calendar year.

Without Donor ~ With Donor
Restrictions Restrictions Total

Board-designated $4.720.271 $0  $4.720.271
Donor-restricted:

Amounts held in perpetuity 0 1,504,305 1,504,305

Accumulated investment earnings 0 175.066 175.066

0 1.679.371 1.679.371

$4.720.271 $1.679.371 $6.399.642




NOTE 7:

NOTE 8 :

NOTE 9:

ANN RICHARDS SCHOOL FOUNDATION

NOTES TO FINANCIAL STATEMENTS

ENDOWMENT FUNDS

Changes in endowment net assets for the year:

Without Donor  With Donor

Restrictions Restrictions Total

Beginning endowment net assets $4,578,390  $1,710,468 $6,288,858
Investment income, net (109,239) (2,295) (111,534)
Contributions 251,120 1,440 252,560
Appropriation of endowment assets for

expenditure 0 (30,242) (30.,242)
Ending endowment net assets $4.720.271  $1.679.371 $6.399.642

CONCENTRATIONS

$388,864, or 34%, of total revenue was provided by one fundraising event. Contributions of
$251,120 from one donor represented 22% of total revenue.

LIQUIDITY AND AVAILABILITY
Financial assets 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:

Cash $114,141
Grants and contributions receivable 21,500
Operating investments not restricted to endowment 946.656

$1.082.297

As part of the Foundation’s liquidity management, it has a policy to structure its financial assets
to be available as its general expenditures, liabilities and other obligations come due. Any
excess funds are invested in demand deposit accounts such as savings accounts and in operating
investment accounts.

The Foundation has several investment accounts. The general unrestricted investment accounts
hold investments that are available for general expenditure.

The Foundation’s endowment funds consist of donor-restricted and Board-designated
investments. Income from donor-restricted endowments is restricted for specific purposes.
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ANN RICHARDS SCHOOL FOUNDATION

NOTES TO FINANCIAL STATEMENTS

NOTE 9: LIQUIDITY AND AVAILABILITY
Donor restricted endowment funds are not available for general expenditure.

The Foundation’s board-designated endowment of $4,720,271 is subject to distribution as
described in Note 7. Although the Foundation does not intend to spend from this
board-designated endowment (other than amounts appropriated for general expenditure upon
approval), these amounts could be made available if necessary.

NOTE 10: CHANGE IN ACCOUNTING PRINCIPLE

On 18 August 2016, FASB issued Accounting Standards Update (ASU) 2016-14,
Not-For-Profit Entities (Topic 958) - Presentation of Financial Statements of Not-For-Profit
Entities. The update addresses the complexity and understandability of net asset classification,
deficiencies in information about the liquidity and availability of resources, and the lack of
consistency in the type of information provided about expenses and investment return. The
Foundation has implemented ASU 2016-14 and have adjusted the presentation in these
financial statements accordingly. ASU 2016-14 has been applied retrospectively to all periods
presented.
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