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To the Constituents
Shenandoah Valley Academy
New Market, Virginia

We have audited the accompanying financial statements of Shenandoah Valley Academy (Organization),
which comprise the statements of financial position as of June 30, 2019, 2018, 2017, 2016, and 2015, and
the related statements of changes in net assets and statements of cash flows 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.

Auditor’s 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 on the financial statements for the years ended June 30, 2019, 2018, 2017, and 2016; and
our qualified audit opinion on the financial statements for the year ended June 30, 2015.





Basis for Qualified Opinion on the Financial Statements for the Year Ended June 30, 2015

The Organization included in these financial statements the cost and accumulated depreciation of land
improvements and buildings to which a related entity holds legal title. Accounting principles generally
accepted in the United States of America require the cost and accumulated depreciation of land
improvements and buildings to be included in the financial statements of the Organization that owns them.
In the absence of a written agreement stating otherwise, land improvements and buildings are considered
to be owned by the legal title-holder of the land upon which they are located. The effects of including this
property in the financial statements of the Organization are to overstate total assets and net assets by
$5,145,329 at June 30, 2015 and to overstate the change in net assets by $245,212 for the year then
ended.

Unmodified Opinion on the Financial Statements for the Years Ended June 30, 2019, 2018, 2017 and
2016 and Qualified Opinion on the Financial Statements for the Year Ended June 30, 2015

In our opinion, except for the effects of the matter discussed above in the paragraph, Basis for Qualified
Opinion on the Financial Statements for the Year Ended June 30, 2015, the financial statements referred
to above present fairly, in all material respects, the financial position of Shenandoah Valley Academy as of
June 30, 2019, 2018, 2017, 2016 and 2015, and the changes in its net assets and its cash flows for the
years ended June 30, 2019, 2018, 2017, 2016 and 2015, in conformity with accounting principles generally
accepted in the United States of America.

Auditor’s Updated Opinion on 2016 Financial Statements

In our report dated July 18, 2017, we expressed an opinion that the 2016 financial statements did not fairly
present the financial position, changes in net assets and cash flows in accordance with accounting
principles generally accepted in the United States of America because the 2016 financial statements
included the cost and accumulated depreciation of certain land, land improvements, and buildings which
Shenandoah Valley Academy did not own. Accounting principles generally accepted in the United States
of America require the cost and accumulated depreciation of land, land improvements, and building to be
included in the financial statements of the organization that owns it. As described in Note 19, Shenandoah
Valley Academy removed the cost and accumulated depreciation of this property and restated its 2016
financial statements to conform with accounting principles generally accepted in the United States of
America. Accordingly, our present opinion on the 2016 financial statements, as presented herein, is different
from that expressed in our previous report.

Other Matter

As discussed in Note 19 to the financial statements, the financial statements include a correction of an
accounting error. During the year ended June 30, 2018 Organization discovered an error resulting in the
overstatement of previously reported financial activity for the year ended June 30, 2017. Accordingly, the

financial activity for the year ended June 30, 2017, has been restated, and an adjustment has been made
to decrease net assets at July 1, 2017.
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ASSETS

Current assets

Cash and cash equivalent (Note 2)
Accounts receivable, net (Note 4)
Inventory

Prepaid expense

Cash held for agency accounts (Note 2)
Total current assets

Plant assets, net (Note 5)

Other assets

Cash held for unexpended plant (Note 6)

Cash held for endowment fund (Note 6)

Investments (Note 3)

Beneficial interest in Conference endowment (Note 4)
Notes receivable (Note 7)

Total other assets

Total assets

LIABILITIES

Current liabilities
Accounts payable (Note 8)
Agency funds

Deferred income

Total current liabilities

Other liabilities

Note payable, plant (Note 9)

Accrued retirement allowance (Note 8)
Total other liabilities

Total liabilities

NET ASSETS

Unrestricted: unallocated

Unrestricted: allocated

Unrestricted: net invested in plant

Total net assets without donor restrictions

Net assets with temporary donor restrictions (Note 13)
Net assets with permanent donor restrictions (Note 13)

Total net assets with donor restrictions

Total net assets
Total liabilities and net assets

See accompanying notes.

SHENANDOAH VALLEY ACADEMY
Statements of Financial Position
June 30, 2019, 2018, 2017, 2016, and 2015

2019 2018 2017 2016 2015

Total Total Total Total Total
$ 499,136 621,515 417,844 133,184 182,373
27,516 48,592 57,051 71,338 80,389
17,390 21,259 18,125 26,728 31,289
22,773 18,730 8,104 10,809 25,749
54,456 41,647 41,847 48,519 61,182
621,271 751,743 542,971 290,578 380,982
260,305 226,242 212,725 276,419 5,500,744
67,183 28,509 40,156 46,599 5,666
10,937 6,625 6,039 17,402 44,866
1,199,836 1,192,418 1,080,014 959,737 931,312
- - - 164,687 167,661
699,656 676,860 682,357 557,065 590,491
1,977,612 1,904,412 1,808,566 1,745,490 1,739,996
$ 2,859,188 2,882,397 2,564,262 2,312,487 7,621,722
$ 237,118 243,756 304,010 275,804 322,311
54,456 41,647 41,847 48,519 61,182
33,638 71,126 36,791 35,458 131,868
325,212 356,529 382,648 359,781 515,361
R R - - 943,268
26,469 32,739 43,655 53,686 64,996
26,469 32,739 43,655 53,686 1,008,264
351,681 389,268 426,303 413,467 1,523,625
191,293 293,798 17,844 (345,495) (679,083)
752,901 746,877 732,692 (56,020) (31,697)
260,305 226,242 212,725 276,419 4,557,476
1,204,499 1,266,917 963,261 (125,096) 3,846,696
1,093,314 1,017,255 990,821 268,161 517,937
209,694 208,957 183,877 1,755,955 1,733,464
1,303,008 1,226,212 1,174,698 2,024,116 2,251,401
2,507,507 2,493,129 2,137,959 1,899,020 6,098,097
$ 2,859,188 2,882,397 2,564,262 2,312,487 7,621,722

GE





SHENANDOAH VALLEY ACADEMY
Statements of Changes in Net Assets
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS

Revenues and support without donor restrictions
Tuition

Fees

Investment income

Miscellaneous income

Total educational and general income

Auxiliaries

Total revenues without donor restrictions

Released from donor restrictions - operating

Total revenues and support without donor restrictions

Expenses and losses

Educational and general program services
Instructional (Note 10)

Student services (Note 10)

Student financial aid (Note 10)

Total program services

Supporting services

Fundraising (Note 10)

Institutional support (Note 10)
Auxiliaries (Note 10)

Total supporting service functions
Total operating expenses and losses

Net increase (decrease) without subsidy

Subsidies without donor restrictions received (Note 11)
Contributed services (Note 14)

Donated services (Note 15)

Net increase (decrease) from operations

NONOPERATING ACTIVITY WITHOUT DONOR RESTRICTIONS

Nonoperating revenue (Note 12)

Nonoperating expense (Note 12)

Net gain (loss) on investments (Note 12)

Net gain (loss) on sale of assets (Note 12)

Released from restrictions - capital

Released from restrictions - endowment

Released from restrictions - endowment

Net increase (decrease) nonoperating activity

Increase (decrease) net assets without donor restrictions

CHANGES IN NET ASSETS WITH DONOR RESTRICTIONS
Changes in net assets with temporary donor restrictions
Income with temporary donor restrictions

Restricted operating donations

Restricted capital donations

Restricted endowment investment return (Note 18)

Restricted endowment donations

Total operating income with temporary donor restrictions
Released from donor restrictions - operating

Released from donor restrictions - capital

Released from donor restrictions - endowment

Increase (decrease) net assets with temporary donor restrictions

Changes in net assets with permanent donor restrictions
Income with permanent donor restrictions

Endowment fund investment return (Note 18)

Endowment fund donations (Note 18)

Released from restrictions - endowment (Note 18)

Increase (decrease) net assets with permanent door restrictions

Increase (decrease) net assets with donor restrictions

Increase (decrease) net assets

Net assets, beginning of year

Prior period adjustment (Note 19)
Adjusted net assets, beginning of year
Net assets, end of year

See accompanying notes.

$

2019 2018 2017 2016 2015

Total Total Total Total Total
2,186,528 1,977,424 1,941,183 1,814,924 1,782,354
238,316 227,231 232,087 213,421 299,495
7,655 4,322 2,357 1,966 1,657
273,990 307,869 273,022 87,823 132,937
2,706,489 2,516,846 2,448,649 2,118,134 2,216,443
1,579,438 1,511,682 1,528,117 1,648,851 1,523,361
4,285,927 4,028,528 3,976,766 3,766,985 3,739,804
411,069 509,374 485,402 1,039,035 332,169
4,696,996 4,537,902 4,462,168 4,806,020 4,071,973
1,639,742 1,533,659 1,696,083 1,629,558 1,813,164
280,367 288,137 245,972 180,934 106,539
1,435,599 1,161,786 1,025,891 932,610 1,062,158
3,355,708 2,983,582 2,967,946 2,743,102 2,981,861
163,457 207,738 170,576 135,977 129,553
602,195 628,751 615,496 654,463 686,967
1,546,940 1,504,710 1,432,619 1,443,812 1,774,854
2,312,592 2,341,199 2,218,691 2,234,252 2,591,374
5,668,300 5,324,781 5,186,637 4,977,354 5,573,235
(971,304) (786,879) (724,469) (171,334) (1,501,262)
880,000 880,000 1,029,108 1,353,959 1,086,946
40,871 46,211 39,933 44,093 43,112
12,484 11,647 5,769 - -
(37,949) 150,979 350,341 1,226,718 (371,204)
28,194 890 - - 27,232
(76,251) (15,935) (172,953) (45,179) (24,330)
(17,922) 51,802 112,063 (46,366) (2,874)
(2,824) 700 (13,599) (5,217) 654
36,184 104,459 - 18,011 236,344
6,857 28,413 1,951 25,570 -
1,293 - - - -
(24,469) 170,329 (72,538) (53,181) 237,026
(62,418) 321,308 277,803 1,173,537 (134,178)
399,818 463,866 490,246 789,792 759,218
95,729 108,173 - 17,358 93,403
9,188 67,232 26,320 25,690 -
25,434 29,409 - - -
530,169 668,680 516,566 832,840 852,621
(411,069) (509,374) (485,402) (1,039,035) (332,169)
(36,184) (104,459) - (18,011) (236,344)
(6,857) (28,413) (1,951) (25,570) -
76,059 26,434 29,213 (249,776) 284,108
2,030 7,428 - - -
- - 96,610 22,491 26,570
(1,293) - - - -
737 7,428 96,610 22,491 26,570
76,796 33,862 125,823 (227,285) 310,678
14,378 355,170 403,626 946,252 176,500
2,493,129 2,137,959 1,899,020 6,098,097 5,921,597
- - (164,687) (5,145,329) -
2,493,129 2,137,959 1,734,333 952,768 5,921,597
2,507,507 2,493,129 2,137,959 1,899,020 6,098,097
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SHENANDOAH VALLEY ACADEMY
Statements of Cash Flows
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

2019 2018 2017 2016 2015
Total Total Total Total Total

CASH FLOWS FROM OPERATING ACTIVITIES
Increase (decrease) in net assets $ 14,378 355,170 403,626 946,252 176,500
Adjustments to reconcile change in net

assets to net cash provided

Depreciation expense (Note 5) 35,655 111,659 78,080 112,211 363,331
Provision for uncollectable accounts receivable - (18,496) (2,521) (9,514) (55,670)
(Gain) loss on sale of plant assets 2,824 (700) 13,599 5,217 (654)
Realized and unrealized (gain) loss on investments (17,922) (97,372) (112,293) 46,366 2,874
(Increase) decrease accounts receivable 21,076 26,955 16,808 18,565 94,640
(Increase) decrease inventories and prepaid (174) (13,760) 11,308 19,501 8,163
Increase (decrease) accounts payable (12,908) (71,170) 18,175 (57,817) (1,219,285)
Increase (decrease) deferred income (37,488) 34,335 1,333 (96,410) 73,024
(Increase) decrease agency fund cash (12,809) 200 6,672 12,663 (20,617)
Increase (decrease) agency fund liability 12,809 (200) (6,672) (12,663) 20,617
Net cash provided (used) by operating 5,441 326,621 428,115 984,371 (557,077)

CASH FLOWS FROM INVESTING ACTIVITIES

(Increase) decrease, endowment fund cash (4,312) (586) 11,363 27,464 12,853
(Increase) decrease, unexpended plant cash (38,674) 11,647 6,443 (40,933) 8,012
Change in value of beneficial interest in Conference endowment - - - 2,974 (144)
New notes receivable (35,194) (43,882) (125,401) (34,245) (81,833)
Payments received on notes receivable 12,398 49,379 109 67,671 185,346
Proceeds from sale of plant assets 500 1,200 7,096 - 1,054
Purchases of investments 10,504 (15,032) (15,080) (74,791) (117,008)
Purchases of plant assets (73,042) (125,676) (27,985) (38,432) (41,726)
Net cash provided (used) by investing (127,820) (122,950) (143,455) (90,292) (33,446)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from external borrowing - - - - 1,270,615
Principal payments on notes payable - - - (943,268) (580,103)
Net cash provided (used) by financing - - - (943,268) 690,512
Increase (decrease) cash and equivalents (122,379) 203,671 284,660 (49,189) 99,989
Cash and cash equivalents, beginning 621,515 417,844 133,184 182,373 82,384
Cash and cash equivalents, ending $ 499,136 621,515 417,844 133,184 182,373

Supplemental cash flow data
Cash paid for interest (Note 12) $ - - - (8,171) (21,488)

See accompanying notes. GC
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SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 1 — Organization description and summary of significant accounting policies

Organization description

Shenandoah Valley Academy (Organization) is operated by the Potomac Conference Corporation of Seventh-day Adventists (Conference) to provide a Christian
education in a boarding school environment to secondary level students within its territory.

The Organization receives most of its revenue in the form of tuition and other charges from the parents or guardians of its students. It also receives operating and capital
subsidies from the Conference.

The Organization is a religious not-for-profit organization, and is exempt from federal, state, and local income taxes under provisions of Section 501(c)(3) of the Internal
Revenue Code, and corresponding sections of applicable state and local codes; except for taxes on unrelated business income as described in sections 511-514 of the
Internal Revenue Code.

Summary of significant accounting policies

(a) Basis of accounting: The significant accounting policies of the Organization are essentially the same as generally accepted accounting principles for not-for-profit
organizations as promulgated by the Financial Accounting Standards Board. The significant policies are described below to enhance the usefulness of the financial
statements. The financial statements of the Organization have been prepared on the accrual basis of accounting. The Organization has evaluated events that occurred
subsequent to the financial statement date, up to November 11, 2020, which is the date the financial statements were available to be issued.

(b) Use of estimates: The preparation of financial statements in conformity with 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.

(c) Restricted resources: 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
donated assets. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is accomplished, net assets with temporary donor
restrictions are reclassified to net assets without donor restrictions and reported in the statement of activities as net assets released from donor restrictions.

The Organization reports gifts of land, buildings, and equipment as unrestricted support unless explicit donor stipulations specify how the donated assets must be used.
Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used and gifts of cash or other assets that must be used to acquire long-lived
assets are reported as restricted support. Absent explicit donor stipulations about how long those long-lived assets must be maintained, the Organization reports
expirations of donor restrictions when the donated or acquired long-lived assets are placed in service.

(d) Net assets without donor restrictions: The Board of Trustees of the Organization has several standing policies that affect the presentation of board designations on net
assets. Bequests without donor restrictions are designated for operations (allocated funds). The board has established a quasi-endowment for student scholarships.
Additionally, management maintains an operating reserve for working capital in accordance with guidelines of the North American Division Working Policy (Note 21).

(e) Net assets with permanent donor restrictions: The Organization records all donor-restricted perpetual endowments as net assets with permanent donor restrictions.
The Organization interprets state law to require it to record all other endowments, absent donor stipulations, as net assets with permanent donor restrictions.

(f) Plant assets and depreciation: Plant assets are recorded at cost when purchased or at fair market value at date of gift. Depreciation of equipment is provided over the
estimated useful lives of the respective assets on a straight-line basis, over 3 to 10 years. The Organization capitalizes assets greater than $500.

(g) Cash and equivalents: Cash equivalents are highly-liquid assets of the operating fund, which are readily convertible to cash and have a maturity date of less than three
months from date of acquisition. Cash and investments of funds other than operating are not classified as cash and cash equivalents. The increase or decrease in
nonoperating cash and investments is reported in the statement of cash flows from investing activities. Cash is deposited in high-quality financial institutions.

(h) Fair value of financial instruments: Following are the major methods and assumptions used to estimate fair values:

Short-term financial instruments are valued at their carrying amounts included in the statement of financial position, which are reasonable estimates of fair value
due to the relatively short period to maturity of the instruments. This applies to cash, cash equivalents, accounts receivable, and certain current liabilities.

Investment securities are valued at the quoted market price or other reasonably obtainable market value estimate at the reporting date for those or similar
securities. The difference between aggregate market value and cost for each type of investment is recorded in a valuation account. The change in this account
each year is recognized as gain or loss.

(i) Student accounts receivable are deemed non-current when a student is no longer enrolled at the Organization, and these accounts continue to be collected. Current
student balances must be paid in full before returning for the fall semester. Students enrolled in the monthly payment program could be suspended for financial reasons if
payments are more than one month in arrears. Semester-by-semester payee balances must be paid in full by the first month of each semester; full annual payee balances
must be paid in full by the first month of the school year. Semester and annual payees who do not meet these deadlines are converted to monthly payment plans.

(j) Provision for uncollectable accounts: An allowance for uncollectable accounts is recorded based on an analysis of the collectability of accounts. Factors considered
include historical collection experience, the aging of receivables, and facts and circumstances surrounding specific accounts.

(k) Inventory: Inventories are presented at the lower of cost or market using the first-in first-out method.

(I) Current assets and liabilities: Assets and liabilities are classified as current or long-term, depending on their characteristics. This excludes from current assets, cash
and claims to cash that are: restricted to use for other than current operations, board allocated for the acquisition or construction of plant assets. This excludes from
current liabilities: long-term portion of all debt. Working capital (current assets less current liabilities) for the Organization usually reflects working capital of only the
operating fund, since usually no assets or liabilities of the endowment fund are classified as current.

(m) Investment income: Ordinary income from investments, loans, and the like is accounted for in the fund owning the assets, except for the endowment fund.
Unrestricted income on endowment fund investments is accounted for as income of the operating fund. Restricted income on endowment fund investments is accounted
for as restricted support and net assets with temporary donor restrictions until spent for the restricted purpose designated by the endowment instrument.





SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 1 — Organization description and summary of significant accounting policies (continued)

(n) Related organizations: The Organization is an affiliate of the Conference by reason of the following circumstances:

1. The officers of the Conference, and certain other members of the Conference staff, are members of the Board of Trustees of the Organization.

2. Legal title to all real property of the Organization is vested in the Conference. Asset values and related depreciation accounts are maintained in the financial
records of the Conference.

3. A significant degree of financial support for operating purposes is received by appropriation from the Conference.

All individuals who perform services at the Organization are legally employees of the Conference, and perform those services by agreement between the entities. The
Conference, as the employer, determines rates of compensation, eligibility for other benefits, eligibility to participate in denominational retirement plans, and amounts of
related retirement plan contributions. By agreement, the Conference determines the total cost of those services, which include all elements of compensation and benefits,
and the Conference bills the Organization a calculated amount to recover some or all of those costs. The Organization records those billed costs as “contract services”
expense, and distributes them among appropriate program and supporting services functions in the presentation of expenses in its statement of changes in net assets.

Details of amounts due from or payable to the Conference, and financial transactions, other than those in the ordinary course of business, between the Organization and
the Conference, are set forth in Notes 4, 8 and 11.

(o) Concentrations of risk: The Organization receives most of its revenue from student-related activity. Budget and staff employment decisions each year typically must be
made before actual enrollment is known. There is a risk that enroliment will be less than anticipated, which would reduce the ability of the Organization to finance its
budgeted level of operations.

(p) Fund accounting: To ensure observance of limitations and restrictions placed on the use of resources available to the Organization, the accounts are maintained in
accordance with the principles of fund accounting. Resources are classified for accounting and reporting into funds established according to their nature and purposes.
Separate accounts are maintained for each fund; however, in the accompanying financial statements, funds have been combined into groups, and totals are presented for
the Organization as a whole. The funds and fund groups are described in further detail below.

Operating funds: Include unrestricted and restricted resources available for current operations. These funds reflect the educational and general, auxiliaries, and
independent operations operating activities. Additionally, they include plant assets acquired, respective accumulated depreciation, and respective debt. Since the
amount is not material, the operating fund also shows the total held as fiscal agent for others.

Endowment funds: Are assets subject to restrictions of gift instruments requiring that the principal be held in perpetuity, be invested, and only the income from
such investments be used. The principal of true endowments is reported as net assets with permanent donor restrictions. Unspent income is recorded as net
assets with temporary donor restrictions.

(g) The comparative financial statements have been reclassified from statements previously presented to conform to the presentation of the 2019 financial statements.

Note 2 — Cash
2019 2018 2017 2016 2015
Operating funds Total Total Total Total Total
Imprest cash $ 4,166 4,108 3,940 1,602 4,406
Checking accounts 73,843 191,086 142,065 173,574 229,917
Money market accounts 8,776 8,806 8,835 4,033 8,692
Savings accounts 466,807 459,162 304,851 2,494 540
Less: cash held for agency (54,456) (41,647) (41,847) (48,519) (61,182)
Total operating cash $ 499,136 621,515 417,844 133,184 182,373
Note 3 — Investments
2019 2018
Unrealized Unrealized
Appreciation Appreciation
Investments held for other than operating Cost Market (Decline) Cost Market (Decline)
Corporate bonds $ 27,073 28,142 1,069 27,073 27,705 632
General Conference investments fund 908,177 1,171,694 263,517 882,837 1,164,713 281,876
Totals for other than operating $ 935,250 1,199,836 264,586 909,910 1,192,418 282,508
2017 2016
Unrealized Unrealized
Appreciation Appreciation
Investments held for other than operating Cost Market (Decline) Cost Market (Decline)
Corporate stocks $ - - - 10,310 8,134 (2,176)
Corporate bonds 27,073 28,214 1,141 27,073 28,211 1,138
General Conference investments fund - music - - - 35,000 35,638 638
General Conference investments fund 867,805 1,051,800 183,995 817,726 887,754 70,028
Totals for other than operating $ 894,878 1,080,014 185,136 890,109 959,737 69,628
2015
Unrealized
Appreciation
Investments held for other than operating Cost Market (Decline)
Corporate stocks $ 10,310 7,584 (2,726)
Corporate bonds 33,000 33,269 269
General Conference investments fund 772,008 890,459 118,451
Totals for other than operating $ 815,318 931,312 115,994
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Note 3 — Investments (continued

Composition of investment return
Investment income

Realized gain (loss) on sale of investments
Unrealized gain (loss) in value of investments
Net gain (loss) on investments for which

carrying value is fair value*
Other
Total investment return

SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

$

2019 2018 2017 2016 2015
Total Total Total Total Total
25,340 13,532 15,080 27,657 (17,955)
- - (3,214) - -
(17,922) 97,372 115,507 (46,366) (2,874)
(17,922) 97,372 112,293 (46,366) (2,874)
- - (230) - -
7,418 110,904 127,143 (18,709) (20,829)

* The Organization did not have any gain or loss on investments for which carrying value is not fair value

The Organization is subject to accounting principles that require disclosure about the information used to determine fair values for assets and liabilities that are subject to
fair value accounting on either a recurring or non-recurring basis. This information is separated into three "levels" of inputs, as follows:

Level 1; Observable quoted market prices in active markets for identical assets or liabilities

Level 2: Direct or indirect observable market data, such as quoted prices in inactive markets for identical assets or liabilities, quoted prices in active markets for similar
assets or liabilities, and other observable market data correlated to identical or similar assets or liabilities. Investments in General Conference Investment Funds
are valued at net asset value (NAV) as reported by the General Conference investment office.

Level 3;: Unobservable inputs and assumptions based on the best information available to the entity

The Organization used the following inputs to determine fair values of

assets valued on a recurring basis:
Corporate bonds
Totals

Investment measured at NAV of the units held at year end:

General Conference investment fund

Total investment measured at NAV of the units held at year end:

Total investments

The Organization used the following inputs to determine fair values of

assets valued on a recurring basis:
Corporate bonds
Totals

Investment measured at NAV of the units held at year end:

General Conference investment fund

Total investment measured at NAV of the units held at year end:

Total investments

The Organization used the following inputs to determine fair values of

assets valued on a recurring basis:
Corporate bonds
Totals

Investment measured at NAV of the units held at year end:

General Conference investment fund

Total investment measured at NAV of the units held at year end:

Total investments

The Organization used the following inputs to determine fair values of

assets valued on a recurring basis:
Corporate stocks
Corporate bonds
Totals

Investment measured at NAV of the units held at year end:

General Conference investment fund

General Conference investments fund - music

Total investment measured at NAV of the units held at year end:

Total investments

The Organization used the following inputs to determine fair values of

assets valued on a recurring basis:
Corporate stocks
Corporate bonds
Totals

Investment measured at NAV of the units held at year end:

General Conference investment fund

Total investment measured at NAV of the units held at year end:

Total investments

@

2019
Level 1 Level 2 Level 3 Total
- 28,142 - 28,142
- 28,142 - 28,142
1,171,694
1,171,694
1,199,836
2018
Level 1 Level 2 Level 3 Total
R 27,705 - 27,705
- 27,705 - 27,705
1,164,713
1,164,713
1,192,418
2017
Level 1 Level 2 Level 3 Total
- 28,214 - 28,214
- 28,214 - 28,214
1,051,800
1,051,800
1,080,014
2016
Level 1 Level 2 Level 3 Total
8,134 - - 8,134
- 28,211 - 28,211
8,134 28,211 - 36,345
887,754
35,638
923,392
959,737
2015
Level 1 Level 2 Level 3 Total
7,584 - - 7,584
- 33,269 - 33,269
7,584 33,269 - 40,853
890,459
890,459
931,312
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Note 4 — Accounts receivable

Operating fund
Current student accounts

Former student accounts

Total student accounts

Less: allowance for uncollectable accounts
Net student accounts

Conference

Other

Faculty and staff accounts

Trade accounts

Net current accounts receivable

Endowment fund
Beneficial interest in Conference endowment
Total accounts receivable

Note 5 — Plant assets

Equipment - educational, general, and auxiliaries
Equipment - independent operations
Total plant assets

Equipment - educational, general, and auxiliaries
Equipment - independent operations
Total plant assets

Equipment - educational, general, and auxiliaries
Equipment - independent operations

Total plant assets

Equipment - educational, general, and auxiliaries
Equipment - independent operations
Total plant assets

Educational, general, and auxiliaries

Land

Land improvements (lives of 10 to 20 years)
Buildings (lives of 25 to 75 years)
Equipment (lives of 3 to 10 years)

Total educational, general, and auxiliaries

Independent operations

Land improvements (fully depreciated)
Buildings (lives of 25 to 33 years)
Equipment (lives of 3 to 10 years)
Total independent operations

Total plant assets

SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

2019 2018 2017 2016 2015
Total Total Total Total Total
$ 17,458 22,229 18,039 26,566 35,494
2,630 243 22,673 28,718 30,461
20,088 22,472 40,712 55,284 65,955
- - (18,496) (21,017) (30,531)
20,088 22,472 22,216 34,267 35,424
- 13,656 26,009 36,490 44,295
7,428 12,464 8,826 - -
- - - 315 464
- - - 266 206
27,516 48,592 57,051 71,338 80,389
- - - 164,687 167,661
$ 27,516 48,592 57,051 236,025 248,050
2019
Total Accumulated Depreciation
Cost Depreciation Net Value Expense
1,677,059 1,417,890 259,169 35,655
11,365 10,229 1,136 -
1,688,424 1,428,119 260,305 35,655
2018
Total Accumulated Depreciation
Cost Depreciation Net Value Expense
1,785,634 1,560,528 225,106 110,266
11,365 10,229 1,136 1,393
1,796,999 1,570,757 226,242 111,659
2017
Total Accumulated Depreciation
Cost Depreciation Net Value Expense
2,201,239 1,991,044 210,195 77,818
76,527 73,997 2,530 262
2,277,766 2,065,041 212,725 78,080
2016
Total Accumulated Depreciation
Cost Depreciation Net Value Expense
2,346,217 2,072,590 273,627 110,659
76,527 73,735 2,792 1,552
2,422,744 2,146,325 276,419 112,211
2015
Total Accumulated Depreciation
Cost Depreciation Net Value Expense
37,106 - 37,106 -
770,573 500,862 269,711 57,094
7,629,244 2,950,747 4,678,497 174,043
2,325,997 1,977,907 348,090 116,416
10,762,920 5,429,516 5,333,404 347,553
3,926 3,926 - -
469,179 309,164 160,015 14,075
91,427 84,102 7,325 1,703
564,532 397,192 167,340 15,778
11,327,452 5,826,708 5,500,744 363,331
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SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 6 — Cash held for other than operatinc

Unexpended 2019
Plant Endowment Total
Checking accounts* $ 67,183 10,937 78,120
Total other funds cash $ 67,183 10,937 78,120
Unexpended 2018
Plant Endowment Total
Checking accounts $ 28,509 6,625 35,134
Total other funds cash $ 28,509 6,625 35,134
Unexpended 2017
Plant Endowment Total
Checking accounts $ 40,156 6,039 46,195
Total other funds cash $ 40,156 6,039 46,195
Unexpended 2016
Plant Endowment Total
Checking accounts $ 46,599 17,402 64,001
Total other funds cash $ 46,599 17,402 64,001
Unexpended 2015
Plant Endowment Total
Checking accounts $ 5,666 44,866 50,532
Total other funds cash $ 5,666 44,866 50,532

*For all of the above years, the Organization was required to maintain a minimum balance of $2,500 in the endowment fund checking account with SunTrust Bank to avoid
bank fees.

Note 7 — Note receivable held for other than operating

2019 2018
Current Long-term Total Current Long-term Total
Columbia Union Revolving Fund at 1.5% $ 699,656 - 699,656 676,860 - 676,860
Total endowment-related note receivable $ 699,656 - 699,656 676,860 - 676,860
2017 2016
Current Long-term Total Current Long-term Total
Columbia Union Revolving Fund at 1.25% $ 682,357 - 682,357 557,065 - 557,065
Total endowment-related note receivable $ 682,357 - 682,357 557,065 - 557,065
2015
Current Long-term Total
Columbia Union Revolving Fund at 1.25% $ 590,491 - 590,491
Total endowment-related note receivable $ 590,491 - 590,491
Note 8 — Accounts payable 2019 2018 2017 2016 2015
Total Total Total Total Total
Commercial accounts $ 35,231 72,530 54,685 58,085 94,722
Conference 56,411 60,095 107,993 78,755 80,122
Student credit balances 20,795 32,546 40,294 85,611 82,913
Vacation accrual 13,999 14,927 14,438 18,494 23,330
Payroll accrual 7,938 6,021 7,140 - -
Retirement allowance accrual 52,389 36,225 19,065 8,865 5,794
Taxes payable - - - - 57
Miscellaneous 50,355 21,412 60,395 25,994 35,373
Current accounts payable 237,118 243,756 304,010 275,804 322,311
Retirement allowance accrual, long-term 26,469 32,739 43,655 53,686 64,996
Total accounts payable $ 263,587 276,495 347,665 329,490 387,307
Note 9 — Note payable 2019 2018 2017 2016* 2015
Total Total Total Total Total
Secured, Columbia Union Revolving Fund @ 4.25% $ - - - - 943,268
Total plant-related notes payable $ - - - - 943,268

*During 2016, $473,828 of the total debt paid off was through subsidies from the Conference
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Note 10 — Analysis of expenses

Salaries, benefits, and taxes
Travel expenses

Utilities, repair, and maintenance
Depreciation

Evangelism

Retirement plan contribution DB
Supplies and general

Total expenses

Salaries, benefits, and taxes
Travel expenses

Public relations

Utilities, repair, and maintenance
Depreciation

Evangelism

Interest expense

Retirement plan contribution DB
Supplies and general

Total expenses

SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

2019 Program Services

Student Student Total Program
Instructional Services Financial Aid Services
$ 1,101,669 24,215 - 1,125,884
1,365 66 - 1,431
217,863 2,792 - 220,655
8,930 21,777 - 30,707
- 10,567 - 10,567
104,702 2,046 - 106,748
205,213 218,904 1,435,599 1,859,716
$ 1,639,742 280,367 1,435,599 3,355,708
2019 Supporting Services 2019 Total
Total Program &
Total Program Institutional Supporting Supporting
Services Fundraising Support Auxiliaries Services Expenses
$ 1,125,884 95,122 364,809 653,015 1,112,946 2,238,830
1,431 1,795 929 46,273 48,997 50,428
- 15,532 120 26,361 42,013 42,013
220,655 - 12,673 473,462 486,135 706,790
30,707 - 888 4,060 4,948 35,655
10,567 - - - - 10,567
- - 290 - 290 290
106,748 8,959 30,661 52,042 91,662 198,410
1,859,716 42,049 191,825 291,727 525,601 2,385,317
$ 3,355,708 163,457 602,195 1,546,940 2,312,592 5,668,300

Methods used for allocation of expenses among program and supporting services

The financial statements report certain categories of expenses that are attributable to one or more program or supporting services of the Organization. Those expenses
include depreciation, health care benefits, and plant maintenance. Depreciation and plant maintenance are allocated based on a square footage basis, and health care
benefits are allocated as a percentage of payroll costs.

Note 11 — Subsidies received

General operating subsidies - Conference
Total unrestricted subsidies received

Note 12 — Nonoperating activity without donor restrictions

Investment income
Endowment income
Nonoperating revenue

Interest paid on debi
Appropriation expense
Independent operations expense
Miscellaneous expense

Nonoperating expenses

Realized gain (loss) on investments sold
Unrealized gain (loss) investment value
Other

Net gain (loss) on investments
Proceeds from sale of plant assets
Net value of plant assets sold / disposed of

Net gain (loss) on sale of assets

Total nonoperating activity

2019 2018 2017 2016 2015
Total Total Total Total Total
880,000 880,000 1,029,108 1,353,959 1,086,946
880,000 880,000 1,029,108 1,353,959 1,086,946
2019 2018 2017 2016 2015
Total Total Total Total Total
- - - - 27,232
28,194 890 - - -
28,194 890 - - 27,232
- - - (8,171) (21,488)
(71,422) (6,664) (166,810) (21,238) -
(4,829) (9,271) (4,301) - -
- - (1,842) (15,770) (2,842)
(76,251) (15,935) (172,953) (45,179) (24,330)
- - (3,214) - -
(17,922) 51,802 115,507 (46,366) (2,874)
- - (230) - -
(17,922) 51,802 112,063 (46,366) (2,874)
500 1,200 - - 1,054
(3,324) (500) (13,599) (5,217) (400)
(2,824) 700 (13,599) (5,217) 654
(96,997) 36,567 (74,489) (96,762) 682
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SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 13 — Net assets with donor restrictions

Balance Balance Balance Balance Balance
Temporary restrictions: 6/30/19 6/30/18 6/30/17 6/30/16 6/30/15
Instructional $ 15,782 8,237 8,982 3,208 -
Institutional support and advancement - - 21,768 172,568 417,114
Mission 55,372 74,168 57,617 58,445 64,716
Student aid - - 24,539 23,105 17,652
Transportation - - 12,861 12,861 12,861
Orchard donations - - - - 4,941
Industry - - 2,146 (2,146) -
Subtotal operating functions 71,154 82,405 127,913 268,041 517,284
Capital and other miscellaneous 74,326 14,781 11,067 - 653
Total operating fund - net assets with donor restrictions $ 145,480 97,186 138,980 268,041 517,937
General endowment $ 789,727 772,965 725,249 - -
Koppel 34 - - - -
Feltman spiritual leadership 72,590 67,276 50,736 - -
Music ministries 46,264 41,228 39,123 120 -
Class of 1977 friendship 9,173 8,980 8,630 - -
Class of 2009 4,216 4,174 3,905 - -
Walter and Doris Sheer 13,152 12,809 12,053 - -
Edward O. Spencer 12,678 12,637 12,145 - -
Total other funds - net assets with donor restrictions $ 947,834 920,069 851,841 120 -
Total net assets with temporary donor restrictions $ 1,093,314 1,017,255 990,821 268,161 517,937

Balance Balance Balance Balance Balance
Permanent restrictions: 6/30/19 6/30/18 6/30/17 6/30/16 6/30/15
SVA true endowment $ - - - 1,600,199 1,577,708
Koppel 17,774 17,652 - - -
Excellentia 170,374 169,828 163,233 - -
Jean Hicks Alexander 12,578 12,538 12,052 - -
Paul and Doris Riley 8,968 8,939 8,592 - -
Beneficial interest in Conference endowment - - - 155,756 155,756
Total net assets with permanent donor restrictions $ 209,694 208,957 183,877 1,755,955 1,733,464
Total net assets with donor restrictions $ 1,303,008 1,226,212 1,174,698 2,024,116 2,251,401

Note 14 — Contributed services

Under provisions of Financial Accounting Standards Board's Accounting Standards Codification Section 958-605-25-16, contributions of services shall be recognized if the
services received (a) create or enhance nonfinancial assets or (b) require specialized skills, are provided by individuals possessing those skills, and would typically need
to be purchased if not provided by donation. The Organization has received the services of the General Conference Auditing Service who have assisted in the audit of the
financial statements for the years ended June 30, 2019, 2018, 2017, 2016, and 2015. The amount of contributed services recognized as revenues and recorded as
administrative expense for the periods are $40,871, $46,211, $39,933, $44,093, and $43,112 for the years then ended, respectively. These amounts are product of the
number of person-hours spent in performing the audit and the cost-recovery rate established by the General Conference of Seventh-day Adventists. The cost of these
services is paid 50% by General Conference of Seventh-day Adventists, North American Division and 50% by Columbia Union Conference of Seventh-day Adventists.

Note 15 — Donated services

Additionally, the Organization has received the services of Dr. Hanon who taught Chemistry classes during the years ended June 30, 2019, 2018 and 2017. The value of
the donated services recognized as revenues and recorded as institutional support expense for the years ended June 30, 2019, 2018 and 2017 were $12,484, $11,647
and $5,769, respectively.

Note 16 — Concentration of risk

For the years ended June 30, 2019, 2018, 2017, 2016, and 2015 approximately 79.9%, 83.5%, 81.7%, 81.1%, and 75.4% of enrolled students receive financial aid from an
external third party, respectively. There is a risk that this third party may not continue to provide funds in the future, which may negatively impact either student enroliment
or student account balances.

The Organization holds investments in General Conference unitized funds. For the years ended June 30, 2019, 2018, 2017, 2016, and 2015 these investments totaled
$1,171,694, $1,164,713, $1,051,800, $923,392, and $890,459 and represent 41%, 40%, 41%, 66%, and 12% of the Organization's total assets, respectively.

Note 17 — Uncertain tax positions

Tax positions are taken based on interpretation of federal, state and local income tax laws. Management periodically reviews and evaluates the status of uncertain tax

positions and makes estimates of amounts, including interest and penalties, ultimately due or owed. No amounts have been identified, or recorded as uncertain tax
positions. Federal, state, and local tax returns generally remain open for examination by the various taxing authorities for a period of three to four years.
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SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 18 — Endowments

The Organization is subject to the provisions of the Virginia Prudent Management of Institutional Funds Act (VPMIFA) and has chosen to preserve the fair value of the
original gift of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a result, the Organization classifies as net assets with permanent
donor restrictions (a) the original value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of the applicable donor gift instrument. The remaining portion of the donor-restricted
endowment fund that is not classified in net assets with permanent donor restrictions is classified as net assets with temporary donor restrictions until those amounts are
appropriated for expenditure by the Organization. The Organization considers the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds.

The duration and preservation of the fund

The purposes of the Organization and the donor-restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of the Organization

The investment policies of the Organization

NoOkwONE

Investment earnings from donor-restricted endowment funds are classified as income without donor restrictions absent explicit donor stipulations to the contrary. In the
event that the fair value of donor-restricted endowment funds falls below the level required to be maintained in perpetuity, the resulting deficiency is recorded as a
reduction of net assets without donor restrictions. Appreciation (decline) recorded during the years ended June 30, 2019, 2018, 2017, 2016, and 2015 amounted to
$(17,922), $97,372,$112,063, $(46,366), and $(2,874), respectively.

Endowment investment policies — return objectives, risk parameters, and strategies: The Organization recognizes the perpetual nature of endowments and the need to
maintain an investment return sufficient to support the program for which the principal was given, the Endowment Pool principal will be invested in those assets which
have the highest statistical probability of preserving, in real rather than nominal terms, the principal, while simultaneously generating the maximum possible rate of return.

Endowment spending policies and relation to investment objectives: The Organization will allocate 80% of the average of the prior three year returns net of the

Organization's tuition inflation rate for scholarship funding. The residual 20% would be retained to permit scholarship funding during years in which the endowment
earnings were flat. There will be a minimum allocation of $5,000 per year for scholarship funding.

Endowment net asset composition

Board Temporarily Permanently Total Donor
Endowments by type Designated Restricted Restricted Restricted
Donor-restricted endowments, June 30, 2019 $ - 947,834 209,694 1,157,528
Board-designated endowments, June 30, 2019 752,901 - - -
Total endowments, June 30, 2019 $ 752,901 947,834 209,694 1,157,528
Donor-restricted endowments, June 30, 2018 $ - 920,069 208,957 1,129,026
Board-designated endowments, June 30, 2018 746,877 - - -
Total endowments, June 30, 2018 $ 746,877 920,069 208,957 1,129,026
Donor-restricted endowments, June 30, 2017 $ - 851,841 183,877 1,035,718
Board-designated endowments, June 30, 2017 732,692 - - -
Total endowments, June 30, 2017 $ 732,692 851,841 183,877 1,035,718
Donor-restricted endowments, June 30, 2016 $ - 120 1,755,955 1,756,075
Board-designated endowments, June 30, 2016 (56,020) - - -
Total endowments, June 30, 2016 $ (56,020) 120 1,755,955 1,756,075
Donor-restricted endowments, June 30, 2015 $ - - 1,733,464 1,733,464
Board-designated endowments, June 30, 2015 (31,697) - - -
Total endowments, June 30, 2015 $ (31,697) - 1,733,464 1,733,464
2019
Changes in endowment net assets are as follows: Board Temporarily Permanently Total Donor
Designated Restricted Restricted Restricted
Endowment net assets, beginning of year $ 746,877 920,069 208,957 1,129,026
Investment return:
Investment income 7,565 9,188 2,030 11,218
Total investment return 7,565 9,188 2,030 11,218
Contributions 2,707 25,434 - 25,434
Appropriation of endowment assets for expenditure (4,248) (6,857) (1,293) (8,150)
Endowment net assets, end of year $ 752,901 947,834 209,694 1,157,528
2018
Endowment net assets, beginning of year $ 732,692 851,841 183,877 1,035,718
Investment return:
Investment income - 26,366 2,724 29,090
Net appreciation (decline) realized and unrealized 51,802 40,866 4,704 45,570
Total investment return 51,802 67,232 7,428 74,660
Contributions 890 29,409 - 29,409
Appropriation of endowment assets for expenditure (20,855) (28,413) - (28,413)
Reclassification of Koppel endowment (17,652) - 17,652 17,652
Endowment net assets, end of year $ 746,877 920,069 208,957 1,129,026
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SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 18 — Endowments (continued)

2017
Board Temporarily Permanently Total Donor
Designated Restricted Restricted Restricted

Endowment net assets, beginning of year $ (56,020) 120 1,755,955 1,756,075
Investment return:
Investment income - 26,320 - 26,320
Net appreciation (decline) realized and unrealizec 124,595 - - -
Total investment return 124,595 26,320 - 26,320
Contributions 1,951 - 96,610 96,610
Appropriation of endowment assets for expenditure (1,951) (1,951) - (1,951)
Prior period adjustment* 664,117 827,352 (1,668,688) (841,336)
Endowment net assets, end of year $ 732,692 851,841 183,877 1,035,718
*For description of prior period adjustments, see Note 19.

2016
Endowment net assets, beginning of year $ (31,697) - 1,733,464 1,733,464
Investment return:
Investment income - 25,690 - 25,690
Net appreciation (decline) realized and unrealized (46,366) - - -
Total investment return (46,366) 25,690 - 25,690
Contributions 25,570 - 22,491 22,491
Appropriation of endowment assets for expenditure (3,527) (25,570) - (25,570)
Endowment net assets, end of year $ (56,020) 120 1,755,955 1,756,075

2015
Endowment net assets, beginning of year $ (55,715) - 1,706,894 1,706,894
Investment return:
Investment income 27,232 - - -
Net appreciation (decline) realized and unrealized (2,874) - - -
Total investment return 24,358 - - -
Contributions - - 26,570 26,570
Appropriation of endowment assets for expenditure (340) - - -
Endowment net assets, end of year $ (31,697) - 1,733,464 1,733,464
Composition of endowment assets with donor restrictions 2019 2018 2017 2016 2015
Net assets with permanent donor restrictions Total Total Total Total Total
Portion of perpetual endowments required to be retained permanently,

either by explicit donor stipulation or by VPMIFA $ 209,694 208,957 183,877 1,600,199 1,577,708
Beneficial interest in Conference endowment - - - 155,756 155,756
Total endowment assets classified as net assets with permanent
donor restrictions $ 209,694 208,957 183,877 1,755,955 1,733,464

Note 19 — Prior period adjustments

During the year ended June 30, 2017, the Organization corrected errors in recording the cost and accumulated depreciation for land, land improvements, and buildings to
which a related entity holds legal title. These errors resulted in an overstatement of total assets and net assets by $5,145,329 at July 1, 2016, and an understatement of
the financial activity by $223,282 for the year ended June 30, 2016. Accordingly, the financial statements for June 30, 2016 have been restated to correct these errors.
The effects of the prior period adjustment were to decrease total assets and net assets by $5,145,329 and increase the change in net assets by $223,282 at June 30,
2016.

During the year ended June 30, 2018, the Organization corrected errors in recording the beneficial interest in the endowment held at the Conference. These errors
resulted in an overstatement of total assets and net assets by $164,687 at July 1, 2017, and an overstatement of the financial activity by $12,532 for the year ended June
30, 2017. Accordingly, the financial statements for June 30, 2017 have been restated to correct these errors. The effects of the prior period adjustment were to decrease
total assets and net assets by $164,687 and decrease the change in net assets by $12,532 at June 30, 2017.

Additionally, the financial statements for June 30, 2017 have been restated to correct an error in net asset classifications of endowments. The effect of the restatement

was to increase net assets without donor restrictions by $676,649, increase net assets with temporary donor restrictions by $827,352, and decrease net assets with
permanent donor restrictions by $1,509,251 at July 1, 2016.
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SHENANDOAH VALLEY ACADEMY
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 20 — Liquidity and availability

2019
Financial assets, at year-end* $ 2,558,720 **
Less those unavailable for general expenditures within one year, due to:
Contractual or donor-imposed restrictions:
Cash held for agency funds (Note 2) (54,456)
Restricted by donor for permanent endowment (Note 18) (209,694)
Restricted by donor with time or purpose restrictions (Note 13) (1,093,314)
Board designations:
Board designated endowment (Note 18) (752,901)
Financial assets available to meet cash needs for general expenditures within one year $ 448,355

*Total assets, less nonfinancial assets (e.g. PPE, inventory, prepaids)
As part of the Organization’s liquidity management, it invests cash in excess of daily requirements in the Columbia Union Revolving Fund. Additionally, the Organization
has a quasi-endowment of $752,901. Although the Organization does not intend to spend from its quasi-endowment other than amounts appropriated for general

expenditure as part of its annual budget approval and appropriation, amounts from its quasi-endowment could be made available if necessary.

**Calculation of financial assets at year-end:

Total assets $ 2,859,188
Plant assets (260,305)
Inventory/prepaids (40,163)
Financial assets at year-end $ 2,558,720

Note 21 — Working capital and liquidity - operating funds

In order that adequate financial resources will be available for the sound and effective operation of all organizations, the Seventh-day Adventist denominational policy
recommends organizations maintain specified levels of working capital and liquidity. This footnote summarizes the Organization's operating fund working capital and
liquidity as compared to the policy recommendation stated in the North American Division of the General Conference Working Policy and the Seventh-day Adventist
Accounting Manual.

2019 2018 2017 2016 2015
Working capital Total Total Total Total Total
Total current assets $ 621,271 751,743 542,971 290,578 380,982
Total current liabilities 325,212 356,529 382,648 359,781 515,361
Actual working capital 296,059 395,214 160,323 (69,203) (134,379)
Recommended working capital* 1,022,194 928,642 960,631 1,068,450 2,362,186
Working capital excess (deficit) $ (726,135) (533,428) (800,308) (1,137,653) (2,496,565)
Percent of recommended working capital 28.96% 42.56% 16.69% -6.48% -5.69%
Current ratio (1.91) (2.11) (1.42) (0.81) (0.74)
Liquidity
Cash and investments $ 499,136 621,515 417,844 133,184 182,373
Accounts receivable - Conference (Note 4) - 13,656 26,009 36,490 44,295
Total liquid assets 499,136 635,171 443,853 169,674 226,668
Current liabilities 325,212 356,529 382,648 359,781 515,361
Net assets with temporary donor restrictions (Note 13) 145,480 97,186 138,980 268,041 517,937
Total commitments 470,692 453,715 521,628 627,822 1,033,298
Liquid assets surplus (deficit) $ 28,444 181,456 (77,775) (458,148) (806,630)
Percent liquid assets to commitments 106.04% 139.99% 85.09% 27.03% 21.94%
*Calculation of recommended working capita
15% of operating expense $ 850,245 798,717 777,996 746,603 835,985
Long-term payables 26,469 32,739 43,655 53,686 1,008,264
Net assets with temporary donor restrictions (Note 13) 145,480 97,186 138,980 268,161 517,937
Total recommended working capital $ 1,022,194 928,642 960,631 1,068,450 2,362,186

Note 22 — New accounting standard

In August 2016, the FASB issued ASU No. 2016-14, Presentation of Financial Statement of Not-for-Profit Entities (Topic 958). The ASU amends the current reporting
model for nonprofit organizations and enhances their required disclosures. The major changes include: (a) requiring the presentation of only two classes of net assets now
entitled “net assets without donor restrictions” and “net assets with donor restrictions,” (b) modifying the presentation of underwater endowment funds and related
disclosures, (c) requiring the use of the placed in service approach to recognize the expirations of restrictions on gifts used to acquire or construct long-lived assets absent
explicit donor stipulations otherwise, (d) requiring that all nonprofits present an analysis of expenses by function and nature in either the statement of activities, a separate
statement, or in the notes and disclose a summary of the allocation methods used to allocate costs, (e) requiring the disclosure of quantitative and qualitative information
regarding liquidity and availability of resources, (f) presenting investment return net of external and direct internal investment expenses, and (g) modifying other financial
statement reporting requirements and disclosures intended to increase the usefulness of nonprofit financial statements. In addition, ASU 2016-14 removes the
requirement that not-for-profit entities that chose to prepare the statements of cash flows using the direct method must also present a reconciliation (the indirect method).
The Organization adopted ASU No. 2016-14 for the year ending June 30, 2019. The June 30, 2018, 2017, 2016, and 2015 comparative information have been reclassified
to conform to the current year presentation.
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June 9, 2020

Debbie White, Assistant Business Manager
Shenandoah Academy
234 West Lee Highway
New Market, VA 22844

Dear Debbie:

Enclosed are exposure drafts of the audited financial statements for Shenandoah Valley
Academy for the years ended June 30, 2019, 2018, 2017, 2016, and 2015.

Please review the enclosed draft documents, and let us know as soon as possible if they
contain any clerical or factual inaccuracies. Check the appropriate box below, and return this
letter to us at your earliest convenience so that we may make any necessary corrections
promptly and send them to the Potomac Conference for printing for the constituency session.

Sincerely,

sty

Sable Grant
Region Manager

Enclosures

Please complete this form and return it to GCAS

[¥] | have examined the financial statements for Shenandoah Valley for the years ended
June 30, 2019, 2018, 2017, 2016, and 2015. They appear to be materially correct. Please
send a final copy for distribution to the constituents.

[ 1 | have examined the financial statements for Shenandoah Valley for the years ended
June 30, 2019, 2018, 2017, 2016, and 2015. Please consider the suggested corrections or
adjustments listed below, and then send a final copy for distribution to the constituents.

Signed @ Title_ PBinciPAL Date_//-(]-20

TonidLy SHopY

5427 Twin Knolis Road
Columbia, MD 21045
Tel 443.259.9611

www.gcasconnect.org
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