LOGAN Hope
AND RELATED ENTITY

Consolidated Financial Statements
June 30, 2016

Morey Nee Buck & Oswald, LLC
Certified Public Accountants and Advisors




LOGAN HOPE
AND RELATED ENTITY
June 30, 2016

TABLE OF CONTENTS Page
Independent Auditor’s Report 1

Consolidated Financial Statements:

Consolidated statement of financial position 3
Consolidated statement of activities 4
Consolidated statement of functional expenses 5
Consolidated statement of cash flows 6

Notes to the consolidated financial statements 7



Morey, Nee, Buck & Oswald, LL.C

Certified Public Accountants and Advisors

INDEPENDENT AUDITOR’S REPORT
The Board of Directors
LOGAN Hope and Related Entity
Philadelphia, Pennsylvania

We have audited the accompanying consolidated financial statements of LOGAN Hope (a
nonprofit organization) and Related Entity, which comprise the consolidated statement of
financial position as of June 30, 2016 and the related consolidated statements of activities,
functional expenses and cash flows for the year then ended, and the related notes to the
consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
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 consolidated 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 consolidated 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 consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated 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 consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of LOGAN Hope and Related Entity as of

June 30, 2016, 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 LOGAN Hope and Related Entity’s 2015 consolidated financial
statements, and we expressed an unmodified audit opinion on those audited consolidated
financial statements in our report dated December 23, 2015. In our opinion, the summarized
comparative information presented herein as of and for the year ended June 30, 2015, is
consistent, in all material respects, with the audited consolidated financial statements from
which it has been derived.

ﬁa?, De, hcek ! Leunt] Li0

Morey Nee Buck & Oswald, LLC
Spring House, Pennsylvania
January 14, 2017



LOGAN HOPE
AND RELATED ENTITY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS OF JUNE, 30, 2016
WITH SUMMARIZED FINANCIAL INFORMATION
AS OF JUNE 30, 2015

Assets: 2016 2015
Cash and cash equivalents $ 41,813 $ 43,582
Tuition receivable (net allowance of $750) 670 2,010
Contributions receivable 44,234 432
Prepaid expenses 17,881 18,301
Notes receivable 75,000 75,000
Property and equipment, net 506,682 532,312

Total assets $ 686,280 $ 671,637

Liabilities:

Accounts payable $ 1,257 $ 19,021

Accrued payroll and related liabilities 27,743 1,375
Loan interest payable 1,375 57
Loans payable 110,000 110,000

Total liabilities 140,375 130,453

Net assets:

Unrestricted 545,905 541,184

Total net assets 545,905 541,184

Total liabilities and net assets $ 686,280 $ 671,637

The accompanying notes are an integral part of the audited consolidated financial statements.
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LOGAN HOPE
AND RELATED ENTITY
CONSOLIDATED STATEMENT OF ACTIVITIES
FOR YEAR ENDED JUNE, 30, 2016
WITH SUMMARIZED FINANCIAL INFORMATION
FOR THE YEAR ENDED JUNE 30, 2015

Revenue, gains and other support: 2016 2015
Tuition $ 755,300 $ 679,730
Less:
Scholarships (685,998) (622,589)
Employee discounts (32,552) (27,206)
Tuition, net 36,750 29,935
Contributions - individual 134,049 117,094
Contributions - other 440,657 416,575
Grants 100,128 117,890
Fundraising activities 25,532 28,117
Other income 18,322 19,923
Total revenue, gains and other support 755,438 729,534
Expenses:
Program services:
Instruction 669,931 575,509
Supporting services:
General administration 55,440 48,843
Fund raising 25,346 55,166
Total expenses 750,717 679,518
Change in net assets 4,721 50,016
Net assets, beginning of year 541,184 491,168
Net assets, end of year $ 545,905 $ 541,184

The accompanying notes are an integral part of the audited consolidated financial statements.
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WITH SUMMARIZED FINANCIAL INFORMATION

Salaries and wages
Employee benefits
Payroll taxes

Other personnel
Information technology
Instructional supplies
Telephone and internet
Postage and printing
Books and subscriptions
Occupancy

Utilities

Equipment maintenance
Travel and meetings
Depreciation

Interest

Insurance

Membership dues

Other

Total - 2016

Total - 2015

LOGAN HOPE
AND RELATED ENTITY
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
FOR YEAR ENDED JUNE, 30, 2016

FOR THE YEAR ENDED JUNE 30, 2015

General

Instruction Administration Fund Raising 2016 2015
$ 389,564 $ 11,315 $ 20960 $ 421,839 $ 379,106
77,000 2,497 1,669 81,166 65,139
29,459 4,800 1,623 35,882 31,019
19,711 8,301 35 28,047 25,309
11,461 4,622 119 16,202 10,076
14,946 385 - 15,331 21,194
5,976 76 8 6,060 4,097
1,152 164 79 1,395 2,013
14,969 29 15 15,013 12,454
47,981 - - 47,981 40,225
8,604 35 - 8,639 9,401
2,417 - - 2,417 342
15,526 363 155 16,044 21,810
23,447 4,933 - 28,380 23,824
- 984 - 984 483
4,752 9,651 - 14,403 10,620
1,166 - - 1,166 1,087
1,800 7,285 683 9,768 21,319

$ 669931 $ 55,440 $ 25346 $ 750,717
$ 575,509 $ 48,843 $ 55,166 $ 679,518

The accompanying notes are an integral part of the audited consolidated financial statements.
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LOGAN HOPE

AND RELATED ENTITY
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR YEAR ENDED JUNE, 30, 2016

WITH SUMMARIZED FINANCIAL INFORMATION

FOR THE YEAR ENDED JUNE 30, 2015

Cash flows from operating activities:
Change in net assets

Adjustment to reconcile the change in net assets to
net cash provided (used) by operating activities:
Depreciation
Change in operating assets:
Contributions receivable
Other receivables
Tuition receivable
Prepaid expenses
Notes receivable
Change in operating liabilities:
Accounts payable
Deferred tuition
Accrued payroll and related liabilities

Net cash provided (used) by operating activities

Cash flows from investing activities:
Building improvements, furniture and equipment

Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplementary cash flows information:
Interest paid

The accompanying notes are an integral part of the audited consolidated financial statements.
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28,380

(44,234)
432
1,340
420

1,257
(57)

8,722

23,824

(250)

(432)
670

(1,639)
15,000

(255)
(11,451)

3,080

981 78,563
(2.750) (65.038)
(2.750) (65.038)
(1,769) 13,525
43,582 30,057
41,813 43,582

$ 984 § 483



LOGAN HOPE
AND RELATED ENTITY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED JUNE, 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

LOGAN Hope, a Christ-centered, K-8 school in the Logan section of Philadelphia, seeks to
transform its community by empowering its under-resourced children with the
knowledge, skills, and character qualities required to reach their potential and to be
contributing members of their community. We seek to do this through a rigorous
program of academics, character development, and leadership opportunities.

Ruscomb Properties, LLC (the “Company”) is a for-profit entity of which the Organization
is the sole member. The Company was organized to purchase property for the nonprofit
educational mission of LOGAN Hope. The Company may also engage in any other lawful
business or activity incidental to its primary purpose or as approved by the members.
The Organization’s interest in the Company is recorded in the statement of financial
position as a fixed asset.

The Organization is responsible for all costs related to maintaining the property,
improvements and other incidental costs. It is management’s intention that the Company
will pass title to LOGAN Hope. As of the date of this report, that has not yet occurred.

PRINCIPLES OF CONSOLIDATION
The consolidated financial statements include the accounts of Ruscomb Properties, LLC.
Significant intra-entity accounts and transactions have been eliminated in consolidation.

BASIS OF ACCOUNTING

The consolidated financial statements of the Organization have been prepared on the
accrual basis of accounting in conformity with accounting principles general accepted in
the United States of America (GAAP), and accordingly, reflect all significant receivables,
payables and other liabilities.

BASIS OF PRESENTATION

Financial presentation follows the recommendations of the Financial Accounting
Standards Board under which the Organization is required to report information
regarding its consolidated financial position and activities according to three classes of
net assets: unrestricted net assets, which represents the expendable resources that are
available for operations at the Board'’s discretion; temporarily restricted net assets, which
represent resources restricted by donors as to purpose or by the passage of time; and
permanently restricted net assets, which represents resources whose use by the
Organization is limited by donor-imposed stipulations that neither expire by passage of
time nor can be fulfilled or otherwise removed by actions of the Organization.

At June 30, 2016, the Organization did not have any temporarily restricted or
permanently restricted net assets.



LOGAN HOPE
AND RELATED ENTITY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED JUNE, 30, 2016

CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of cash held in checking and money market accounts
and certificates of deposit with maturities of 90 days or less.

COMPARATIVE FINANCIAL INFORMATION

The consolidated financial statements include certain prior year summarized
comparative information in total but not by net asset class. Such information does not
include sufficient detail to constitute a presentation in conformity with GAAP.
Accordingly, such information should be read in conjunction with the Organization’s
consolidated financial statements for the year ended June 30, 2015, from which the
summarized information was derived.

EXPENSE ALLOCATION

Expenses are charged to programs and supporting services on the basis of periodic time
and expense studies. General administration expenses include those expenses that are
not directly identifiable with any other specific function but provide for the overall
support and direction of the Organization.

USE OF ESTIMATES

The preparation of consolidated 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 consolidated financial
statements and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates.

INCOME TAX STATUS

The Organization is exempt from federal income tax under Section 501(c) (3) of the
Internal Revenue Code. However, income from certain activities not directly related to
the Organization’s tax-exempt purpose is subject to taxation as unrelated business
income. In addition, the Organization qualifies for the charitable contribution deduction
under Section 170(b) (1) (A) and is classified as an organization that is not a private
foundation under Section 509(a) (2).

As a single-member limited liability company, Ruscomb Properties, LLC is treated as a
disregarded entity for income tax purposes. Therefore, the LLC’s financial activity is
reported in conjunction with the federal income tax filings of the Organization.



LOGAN HOPE
AND RELATED ENTITY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED JUNE, 30, 2016

PROPERTY AND EQUIPMENT

Property and equipment are carried at cost or, if donated, at the approximate fair value at
the date of donation. Depreciation is computed using primarily the straight-line method.
The Organization’s capitalization policy is to capitalize property and equipment when the
cost exceeds $5,000. Building and improvements as well as furniture and equipment are
depreciated over the estimated useful lives of the respective assets using the straight-line
method as follows:

¢ Building and Improvements up to 40 years
¢ Furniture and Equipment 5 years

RESTRICTED AND UNRESTRICTED REVENUE AND SUPPORT

Support that is restricted by the donor is reported as an increase in unrestricted net
assets if the restriction expires in the reporting period in which the support is recognized.
All other 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 purpose restriction
is accomplished), temporarily restricted net assets are classified to unrestricted net
assets and reported in the statement of activities as net assets released from restrictions.

ACCOUNTING FOR UNCERTAINTY IN INCOME TAXES

The preparation of the consolidated financial statements in conformity with accounting
principles generally accepted in the United States of America requires the Organization to
report information regarding its exposure to various tax positions taken. Management
has performed their evaluation and believes there are no unrecognized tax positions that
are required to be disclosed. The Organization is subject to routine audits by taxing
jurisdictions; however, there are currently no audits in progress for any open tax periods.

The Organization’s policy is to classify income tax related interest and penalties, if any, in
interest expense and other expenses, respectively.

TUITION RECEIVABLE

Tuition receivable is stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible amounts through
a provision for bad debt expense and an adjustment to a valuation allowance based on its
assessment of the current status of individual accounts. Balances that are still
outstanding after management has used reasonable collection efforts are written off
through a charge to the valuation allowance and a credit to tuition receivable.



LOGAN HOPE
AND RELATED ENTITY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED JUNE, 30, 2016

TUITION RECEIVABLE

Tuition receivable includes all unpaid charges due from each family for various fees and
tuition for the school year. The Organization records a receivable each month when
tuition is billed to the family and earned by the Organization. An allowance for doubtful
accounts is calculated by determining the collectability of tuition receivable on a family
by family basis. It is the Organization’s policy to consider a balance as uncollectible when
a student transfers to another school during the year or does not register or return to
School for the following school year. If any amount of a receivable balance which was
written off in a prior year is subsequently collected, the amount is recorded as other
income in the consolidated statement of activities.

NOTES RECEIVABLE

In June 2014, LOGAN Hope’s Board allowed Kenneth MacBain, the Executive Director, and
Anita MacBain, the Principal of LOGAN Hope, to borrow $90,000 from the School to
purchase a property listed at 4936 N. 13t Street, Philadelphia, PA 19141. The N 13th
Street building was leased to the School starting with the 2014-2015 school year. The
building is used for classroom space for grades K, 1,2,7 and 8.

The MacBain’s had a previous lease with LOGAN Hope for the building located at Camac
Street. This lease was terminated in July 2014 in favor of the new lease at N 13th Street.
The Camac building was put up for sale by the MacBain’s and upon its sale all monies will
be repaid to the School.

The outstanding amount of the Notes Receivable at June 30, 2016 is $75,000.

PROPERTY AND EQUIPMENT
Fixed assets are detailed as follows:
Depreciation Accumulated Net Book
Cost Expense Depreciation Value
Land $ 10,000 $ - $ - $ 10,000
Building and improvements 528,650 10,361 64,508 464,142
Vehicle 29,860 - 29,860 -
Furniture and equipment 90,738 18,019 58,198 32,540
Totals $ 659,248 $ 28,380 $ 152,566 $ 506,682

During the year ended August 31, 2010, Ruscomb Properties, LLC of which LOGAN Hope
is the sole member, purchased a building located on Ruscomb Street, Philadelphia. The
long term plan for the Ruscomb property is to provide additional classroom space.
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LOGAN HOPE
AND RELATED ENTITY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED JUNE, 30, 2016

PROPERTY AND EQUIPMENT, continued

At year-end, building and improvements is comprised of the following:

Ruscomb Street property $ 300,000
4934 N 13tk Street property 100,000
Construction in progress on Ruscomb Street 34,073
Improvements made on 4934 N 13th Street 33,571
Improvements made on 4936 N 13th Street 41,682
Capitalized mortgage (loan) interest on Ruscomb Street 29,324

$ 538,650

Any mortgage or loan interest paid relating to the Ruscomb property is being capitalized
until the building is operational. At that point, the total amount of interest capitalized
will be depreciated over the estimated useful life of the building. The purchase of the
Ruscomb Street property is recorded as an asset of Ruscomb Properties, LLC. LOGAN
Hope is responsible for construction costs and improvements made to the property.
LOGAN Hope is raising contributions to fund the costs of improving the property. As of
the June 30, 2016, the property is not yet ready for its intended use.

The Organization’s students use the Esperanza Health Center throughout the year for
their gym classes and sporting events. The Organization does not own the building and
therefore does not include the building as an asset on its statement of financial position.
In return for allowing LOGAN Hope the use of the gym, the Organization is responsible for
paying $1 per year to the Esperanza Health Center. The fair value of renting this property
was estimated to be $11,900 and is recorded as contributions-other and occupancy
expense in the financial statements.

LOANS PAYABLE

In December 2009, the Organization took out loans to finance the purchase of a new
building on Ruscomb Street. At year-end, loans payable consisted of the following:

Loan- outside party $ 110,000
Total $§ 110,000

The stated interest rate on the loan is 2.5% simple interest per annum and is due on
demand.
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LOGAN HOPE
AND RELATED ENTITY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR YEAR ENDED JUNE, 30, 2016

OTHER INCOME

Other income for the year ended June 30, 2016 consisted of the following:

Food services $ 15,181
Day Camp Fees 690
Field trips 522
Program service fees - Other 53
Miscellaneous 1,876
Total $§ 18,322

CURRENT VULNERABILITY DUE TO CERTAIN CONCENTRATIONS
The Organization had the following concentrations of risk arising from contributors:

The Organization received donations from two foundations that exceeded 10% of total
contributions: The total amount of the gifts was $360,000, which represented
approximately 48% of total revenue, gains, and other support.

A significant amount of the Organization’s revenue and support was provided by
contributions from the general public. It is always considered reasonable that
benefactors, grantors or contributors may be lost in the near term.

LEASES

An operating lease for classroom space was entered into with the executive director and
his wife. The lease is $2,000 per month and is a year-to-year lease. During the year
ended June 30, 2016, the School paid $24,000 in rent expense under this lease. Rent
expense is included as an occupancy expense in the consolidated statement of functional
expenses.

SUBSEQUENT EVENTS
Management has evaluated subsequent events and transactions through January 14,

2017 which is the date on which the financial statements were available to be issued. No
events or transactions that require disclosure or recognition were identified.
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