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To the Constituents
Takoma Academy
Takoma Park, Maryland

We have audited the accompanying financial statements of Takoma 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 and 2018; our qualified audit
opinion on the statement of financial position as of June 30, 2017; and our qualified audit opinion on the
financial statements for the year ended June 30, 2015. Because of the matter described in the Basis for
Disclaimer of Opinion paragraph, however, we were not able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion for the financial activity and cash flows for the year ended June 30,
2017 and the financial statements for the year ended June 30, 2016.





Basis for Disclaimer of Opinion on the Financial Activity and Cash Flows for the Year Ended June
30, 2017 and the Financial Statements for the Year Ended June 30, 2016

The state of the accounting records for accounts receivable and accounts payable for the year ended June
30, 2016, was such that we were unable to determine whether any adjustments might have been found
necessary in respect of accounts receivable, accounts payable, and related elements necessary for the
statement of changes in net assets and statement of cash flows. The balances at June 30, 2016, enter into
the determination of the changes in net assets and cash flows for the year ended June 30, 2017.

Basis for Qualified Opinion on the Statement of Financial Position as of June 30, 2017, and 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
$1,471,188, $1,559,014, and $1,649,007 at June 30, 2017, 2016, and 2015, respectively, and to overstate
the change in net assets by $87,826, $89,993, and $87,827, respectively, for the years then ended.

Disclaimer of Opinion on the Financial Activity and Cash Flows for the Year Ended June 30, 2017
and the Financial statements for the Year Ended June 30, 2016

Because of the significance of the matter discussed in the above paragraph, Basis for Disclaimer of Opinion
on the Financial Activity and Cash Flows for the Year Ended June 30, 2017 and the Financial Statements
for the Year Ended June 30, 2016, we have not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion on the financial position as of June 30, 2016, and on the financial activity
and the cash flows for the years ended June 30, 2017 and 2016. Accordingly, we do not express an opinion
on the statement of financial position as of June 30, 2016, and the statements of changes in net assets and
cash flows for the years ended June 30, 2017 and 2016.

Unmodified Opinion on the Financial Statements for the Year Ended June 30, 2019 and 2018 and
Qualified Opinion on the Statement of Financial Position as of June 30, 2017, and 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 Statement of Financial Position as of June 30, 2017, and 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 Takoma Academy as of June 30, 2019, 2018, 2017 and 2015, and the changes in
its net assets and its cash flows for the years ended June 30, 2019, 2018 and 2015, in conformity with
accounting principles generally accepted in the United States of America.





Auditor’s Updated Opinion on 2018 Financial Statements

In our report dated September 18, 2019, we expressed an opinion that the 2018 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 2018 financial statements
included the cost and accumulated depreciation of certain land, land improvements, and buildings which
Takoma Academy did not own. Accounting principles generally accepted in the United States of America
require the cost and accumulated depreciation of certain land, land improvements, and buildings which
Takoma 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 20, Takoma Academy
removed the cost and accumulated depreciation of this property and restated its 2018 financial statements
to conform with accounting principles generally accepted in the United States of America. Accordingly, our
present opinion on the 2018 financial statements, as presented herein, is different from that expressed in
our previous report.
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June 30, 2019, 2018, 2017, 2016, and 2015

ASSETS

Current assets

Cash (Note 2)

Accounts receivable (Note 3)

Columbia Union Revolving Fund (CURF), 1.5%
Inventories (Note 4)

Prepaid expense

Cash held for agency accounts (Note 2)
Pledges receivable (Note 3)

Total current assets

Plant assets, net, (Note 5)

Other assets

CURF, 1.5%

Cash and investments held for unexpended
plant (Note 2)

Pledges receivable (Note 3)

Total other assets

Total assets

LIABILITIES

Current liabilities

Accounts payable (Note 6)

Agency funds

Note payable, current (Note 7)

Capital leases payable, current (Note 8)
Total current liabilities

Other liabilities

Long-term accrued expenses (Note 6)
Note payable, long-term (Note 7)

Capital leases payable, long-term (Note 8)
Total other liabilities

Total liabilities

NET ASSETS

Unrestricted: unallocated

Unrestricted: allocated (Note 15)

Unrestricted: net invested in plant

Total net assets without donor restrictions

Net assets with temporary donor restrictions
(Note 11)

Total net assets with donor restrictions

Total net assets

Total liabilities and net assets

See accompanying notes.

Takoma Academy
Statements of Financial Position

2019 2018 2017 2016 2015
Total Total Total Total Total

$ 8,449 153,411 134,672 52,290 -
231,822 300,992 316,032 493,557 323,572

340 336 44,957 44,400 43,847

- - - 29,433 27,045

1,503 10,864 7,947 22,588 18,487

26,620 30,722 28,549 37,220 72,659

- - - 173 63,865

268,734 496,325 532,157 679,661 549,475
484,408 311,719 1,818,314 1,918,018 1,811,826
106,881 105,425 104,445 102,826 101,211

5 5 1,405 1,405 1,405

- - - - 1,376

106,886 105,430 105,850 104,231 103,992

$ 860,028 913,474 2,456,321 2,701,910 2,465,293
$ 482,689 805,559 314,437 300,877 381,434
26,620 30,722 28,549 37,220 72,659

75,346 74,410 73,486 72,747 145,130

51,781 17,337 15,511 32,229 11,786
636,436 928,028 431,983 443,073 611,009
36,283 31,324 44,569 32,235 32,874
310,973 386,319 460,729 534,215 598,573
131,477 26,164 43,501 102,725 8,724
478,733 443,807 548,799 669,175 640,171
1,115,169 1,371,835 980,782 1,112,248 1,251,180
(371,144) (549,758) 45,444 (322,593) (358,105)
156,621 156,621 156,621 156,621 156,621
(85,169) (100,764) 1,225,087 1,176,102 1,047,613
(299,692) (493,901) 1,427,152 1,010,130 846,129
44,551 35,540 48,387 579,532 367,984

44,551 35,540 48,387 579,532 367,984
(255,141) (458,361) 1,475,539 1,589,662 1,214,113

$ 860,028 913,474 2,456,321 2,701,910 2,465,293

GE





Statements of Changes in Net Assets

Takoma Academy

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

Development income

Benefit received from state of Maryland

Grant income

Miscellaneous income

Auxiliaries

Total revenues without donor restrictions

Released from donor restrictions

Total revenues and support without donor restrictions

Expenses and losses
Educational and general program services

Instructional (Note 14)

Student services (Note 14)

Student financial aid (Note 14)

Total educational and general program services

Supporting services
Institutional support (Note 14)

Auxiliaries (Note 14)
Total supporting services functions
Total operating expenses and losses

Net increase (decrease) without subsidy

Subsidies without donor restrictions received (Note 9)
Contributed services (Note 12)

Net increase (decrease) from operations

NONOPERATING ACTIVITY WITHOUT DONOR
RESTRICTIONS

Nonoperating revenue (Note 10)

Nonoperating expense (Note 10)

Released from restrictions

Net increase (decrease) from nonoperating activity

Increase (decrease) in net assets without donor
restrictions

CHANGES IN TEMPORARILY RESTRICTED
NET ASSETS

Operating donations with donor restrictions

Total income with temporary donor restrictions

Released from donor restricted operations

Released from restricted capital

Increase (decrease) net assets with temporary
donor restrictions

Increase (decrease) in net assets with donor
restrictions

Increase (decrease) in net assets

Net assets, beginning of year

Prior period adjustment (Note 20)

Adjusted net assets, beginning

Net assets, end of year $

See accompanying notes.

2019 2018 2017 2016 2015
Total Total Total Total Total
2,493,869 2,511,094 2,623,630 2,661,991 2,450,243
181,571 163,361 182,242 170,347 198,847
1,464 1,589 1,112 2,171 1,866
128,266 105,549 178,728 85,390 38,040
- - 12,835 18,560 20,805
8,148 6,733 12,706 132,615 143,811
166,049 157,057 117,551 172,394 126,654
- - 365 218 35
2,979,367 2,945,383 3,129,169 3,243,686 2,980,301
300,162 463,538 710,586 35,828 394,051
3,279,529 3,408,921 3,839,755 3,279,514 3,374,352
2,175,296 2,428,243 2,095,904 1,888,458 2,283,076
153,552 145,108 161,187 162,513 109,101
425,163 427,573 411,346 431,342 378,746
2,754,011 3,000,924 2,668,437 2,482,313 2,770,923
924,204 1,176,569 1,311,812 1,066,016 1,328,267
15,515 9,824 8,583 7,404 2,945
939,719 1,186,393 1,320,395 1,073,420 1,331,212
3,693,730 4,187,317 3,988,832 3,555,733 4,102,135
(414,201) (778,396) (149,077) (276,219) (727,783)
581,002 420,754 466,206 404,174 455,198
40,163 47,738 35,230 40,100 40,100
206,964 (309,904) 352,359 168,055 (232,485)
- - 6,938 - -
(12,755) (12,276) (7,516) (4,054) (17,879)
- - 65,241 - 63,977
(12,755) (12,276) 64,663 (4,054) 46,098
194,209 (322,180) 417,022 164,001 (186,387)
309,173 450,691 244,682 247,376 427,474
309,173 450,691 244,682 247,376 427,474
(300,162) (463,538) (710,586) (35,828) (394,051)
- - (65,241) - (63,977)
9,011 (12,847) (531,145) 211,548 (30,554)
9,011 (12,847) (531,145) 211,548 (30,554)
203,220 (335,027) (114,123) 375,549 (216,941)
(458,361) 1,475,539 1,589,662 1,214,113 1,431,054
- (1,598,873) - - -
(458,361) (123,334) 1,589,662 1,214,113 1,431,054
(255,141) (458,361) 1,475,539 1,589,662 1,214,113
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Takoma Academy
Statements of Cash Flows

For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

CASH FLOWS FROM OPERATING ACTIVITIES

Increase (decrease) in net assets $

Adjustments to reconcile change in net assets to
net cash provided:

Depreciation expense (Note 5)

Provision for uncollectable accounts receivable

(Increase) decrease, accounts receivable

(Increase) decrease, inventories and prepaid

Increase (decrease), accounts payable

Increase (decrease), accrued expenses

(Increase) decrease, agency fund cash

Increase (decrease), agency fund liability

Adjustments to reclassify nonoperating items:

(Increase) decrease in pledges receivable

Net cash provided (used) by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Notes receivable issued (repaid)

(Increase) decrease, cash held for unexpended plant
Purchases of plant assets

Disposal of plant assets

Net cash provided (used) by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease), capital lease payable
Increase (decrease), notes payable

Net cash provided (used) by financing activities

Increase (decrease), cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

Supplemental cash flow data:

2019 2018 2017 2016 2015

Total Total Total Total Total
203,220 (335,027) (114,123) 375,549 (216,941)
70,171 66,499 145,514 122,764 116,243
21,184 33,500 54,506 30,000 49,741
47,986 (18,460) 123,019 (199,985) (76,337)
9,361 (2,917) 44,074 (6,489) 5,965
(322,870) 363,437 13,560 (80,557) (601,584)
4,959 (13,245) 12,334 (639) 10,525
4,102 (2,173) 8,671 35,439 3,301
(4,102) 2,173 (8,671) (35,439) (3,301)
- - 173 65,068 63,977
34,011 93,787 279,057 305,711 (648,411)
(1,460) 43,641 (2,176) (2,168) 9,142
- 1,400 - - @)
(242,860) (31,092) (126,410) (167,909) (73,627)
- - 80,600 (61,047) -
(244,320) 13,949 (47,986) (231,124) (64,486)
176,188 (15,511) (75,942) 114,444 (2,480)
(110,841) (73,486) (72,747) (136,741) 614,485
65,347 (88,997) (148,689) (22,297) 612,005
(144,962) 18,739 82,382 52,290 (100,892)
153,411 134,672 52,290 - 100,892
8,449 153,411 134,672 52,290 -

Cash paid for interest during 2019, 2018, 2017, 2016, and 2015 was $12,755, $12,276, $7,516, $8,230, and $1,057, respectively.

See accompanying notes.
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Takoma 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

Takoma Academy (Organization) is operated by the Potomac Conference Corporation of Seventh-day Adventists (Conference) to
provide a Christian education 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 evaluates subsequent events and transactions that occur after year
end for potential recognition or disclosure in the financial statements. These subsequent events have been considered through the
auditors' opinion date, August 31, 2020, which was 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 governing board of the Organization has several standing policies that affect the
presentation of board designations on net assets. Funds have been designated for future capital purchases, and education purposes.

(e) Plant assets and depreciation: Resources used for plant acquisitions and debt service payments are recorded as nonoperating
activity. Restricted proceeds from sale of assets and restricted income from plant-related investments are recorded as restricted gains.
Interest payments on plant-related debt are recorded as nonoperating expense. Plant assets are recorded at cost when purchased or at
fair market value at date of gift. Plant assets that cost less than $1,000 are not capitalized but are charged to expense. Depreciation of
equipment is provided over the estimated useful lives of the respective assets on a straight-line basis. The following ranges of useful
lives are assigned to plant assets: equipment, 3 - 20 years; library books, 10 years; textbooks, 3 years. Depreciation expense is
distributed among the various instructional, auxiliary, and administrative expense functions that benefit from the respective assets.

(f) Cash and equivalents: Cash equivalents are highly-liquid assets held for operating purposes, which are readily convertible to cash
and have a maturity date of less than three months from date of acquisition. Cash equivalents held for other than operating purposes are
classified as other assets. The increase or decrease in nonoperating cash and investments is reported in the statement of cash flows as
investment activities.

(g) 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.





Takoma 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)

(h) 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 or committee allocated
for the acquisition or construction of plant assets or for the liquidation of plant-related debt. This excludes from current liabilities: long-
term portion of all debt or plant-related debt payable within the next fiscal year to the extent covered by designated plant-related liquid
assets. Working capital is calculated as current assets minus current liabilities.

(i) Investment income: Unrestricted income from operating investments, loans, and the like is accounted for as investment income.
Unrestricted income from nonoperating investments is accounted for as nonoperating revenue.

(i) Functional allocation of expenses: The costs of providing various programs and other activities have been summarized on a functional
basis in the statements of activities. Accordingly, depreciation and plant maintenance expenses have been allocated among program
services and management and general based upon square footage.

(k) 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.

Details of amounts payable to the Conference, and financial transactions, other than those in the ordinary course of business, between
the Organization and Conference, are set forth in Notes 6, 7, and 9.

(I) 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 enroliment is known. There is a risk that enrollment will be less than
anticipated, which would reduce the ability of the Organization to finance its budgeted level of operations. Cash which may exceed
federally insured limits at certain times is deposited with various financial institutions and is considered subject to minimal risk.
Receivables which expose the Organization to credit risk are disclosed in Note 3. Additionally, the Organization has notes receivable
outstanding from the Columbia Union Revolving Fund.

(m) Accounts receivable and provision for uncollectable accounts: Accounts receivable are stated at the amount management expects
to collect from outstanding balances. An estimated allowance for uncollectable accounts is provided through routine additions based on
charges, historical collection experience, and aging of receivables. Accounts deemed to be uncollectable are charged to the allowance.

(n) Reclassification: 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 cash Total Total Total Total Total
Imprest cash 99 134 187 510 228
Checking accounts 31,627 180,659 159,697 85,665 69,099
State Employees Credit Union 3,343 3,340 3,337 3,335 3,332
Total cash 35,069 184,133 163,221 89,510 72,659
Less: cash held for agency accounts (26,620) (30,722) (28,549) (37,220) (72,659)
Total operating cash 8,449 153,411 134,672 52,290 -
Other than operating
Checking account 5 5 1,405 1,405 1,405
Total other than operating cash 5 5 1,405 1,405 1,405
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Takoma Academy

Notes to the Financial Statements

For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 3 — Accounts and pledges receivable

Operating accounts receivables
Current students

Non-current students

Total student accounts
Allowance for doubtful accounts
Net student accounts

Faculty and staff accounts
Commonweal Foundation
Denominational institutions
Miscellaneous

Total accounts receivable, current

Plant-related receivables
Pledges receivable

Less discount

Net pledges receivable
Current portion
Long-term portion

Note 4 — Inventory

Bookstore
Total inventory

Note 5 — Plant assets

Educational, general, and auxiliaries
Equipment

Leased equipment

Library books

Textbooks

Total plant assets

Educational, general, and auxiliaries
Equipment

Leased equipment

Library books

Textbooks

Total plant assets

Educational, general, and auxiliaries
Land improvements

Buildings

Equipment

Leased equipment

Library books

Textbooks

Total plant assets

Educational, general, and auxiliaries
Land improvements

Buildings

Equipment

Leased equipment

Library books

Textbooks

Total plant assets

$

©

2019 2018 2017 2016 2015
Total Total Total Total Total
192,990 252,161 330,533 350,069 307,933
824,243 801,488 709,559 631,605 559,046
1,017,233 1,053,649 1,040,092 981,674 866,979
(824,243) (803,059) (769,559) (715,053) (685,053)
192,990 250,590 270,533 266,621 181,926
3,001 2,300 2,300 12,571 13,371
- 11,475 21,534 81,715 70,266
17,546 21,828 11,974 57,507 53,635
18,285 14,799 9,691 75,143 4,374
231,822 300,992 316,032 493,557 323,572
- - - 173 66,877
- - - - (1,636)
- - - 173 65,241
- - - 173 63,865
- - - - 1,376
2019 2018 2017 2016 2015
Total Total Total Total Total
- - - 29,433 27,045
- - - 29,433 27,045
2019
Total Accumulated Depreciation
Cost Depreciation Net Value Expense
517,792 319,951 197,841 36,609
265,974 57,084 208,890 17,957
897 823 74 90
110,433 32,830 77,603 15,515
895,096 410,688 484,408 70,171
2018
1,974,431 1,773,795 200,636 39,154
160,198 109,539 50,659 17,958
897 733 164 90
77,575 17,315 60,260 9,297
2,213,101 1,901,382 311,719 66,499
2017
347,355 337,117 10,238 2,736
3,182,333 1,721,383 1,460,950 85,090
1,974,431 1,734,641 239,790 33,053
160,198 91,581 68,617 17,957
3,062 2,808 254 306
48,683 10,218 38,465 6,372
5,716,062 3,897,748 1,818,314 145,514
2016
347,355 334,381 12,974 2,737
3,182,333 1,636,293 1,546,040 87,256
1,868,211 1,701,588 166,623 23,524
240,798 73,624 167,174 5,166
3,062 2,502 560 968
28,493 3,846 24,647 3,113
5,670,252 3,752,234 1,918,018 122,764

GE





Note 5 — Plant assets (continued)

Educational, general, and auxiliaries
Land improvements

Buildings

Equipment

Leased equipment

Library books

Textbooks

Total plant assets

Note 6 — Accounts payable

Commercial

Conference

Student credit balances

Deferred income

Accrued vacation payable

Accrued employee expenses
Disbursements in anticipation of deposits
Other

Retirement allowance accrual

Current accounts payable

Long-term retirement allowance accrual

Note 7 — Notes payable

$

Takoma Academy
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

2015
Total Accumulated Depreciation
Cost Depreciation Net Value Expense
347,355 331,644 15,711 2,736
3,182,333 1,549,037 1,633,296 85,091
1,809,870 1,678,064 131,806 16,674
86,473 68,458 18,015 10,454
17,772 16,244 1,528 555
58,540 47,070 11,470 733
5,502,343 3,690,517 1,811,826 116,243
2019 2018 2017 2016 2015
Total Total Total Total Total
65,633 98,296 20,032 - 48,546
329,841 614,522 176,447 224,549 245,847
33,409 37,886 31,451 10,880 10,880
34,005 36,704 68,132 47,364 33,055
14,392 15,196 12,559 9,058 13,646
5,409 2,955 5,816 4,510 4,199
- - - 781 781
- - - 3,735 3,735
- - - - 20,745
482,689 805,559 314,437 300,877 381,434
36,283 31,324 44,569 32,235 32,874

In July 2010, the Organization obtained a loan from the Columbia Union Revolving Fund for $500,000. The Conference has guaranteed
the loan and is paying both the principal and interest directly to the Columbia Union Revolving Fund of behalf of the Organization. A
pledge receivable was also set up at the time the loan proceeds were received by the Organization for $500,000. As payments are made
by the Conference, both the loan balance and pledge receivable balance are reduced by the same amounts. Interest expense is paid by
the Conference and is offset in the financial statements by restricted subsidy income. Payments of $5,677 per month are being made by
the Conference over a ten year period (120 total payments) ranging from 6.5% to 4.75%. During the year ended June 30, 2011, a one-
time additional principal payment of $105,407 was made by the Conference. During the year ended June 30, 2015, the Organization
refinanced accounts payable from prior years as a note payable to Conference. The outstanding balance of both the note payable and
pledge receivable was $0, $0, $0, $173, and $65,241 at June 30, 2019, 2018, 2017, 2016, and 2015, respectively. In addition to this a
note payable to Conference was signed for $750,000.

Conference; $750,000 @1.25%, $6,645 per month

Total

Conference; $750,000 @1.25%, $6,645 per month

Total

Conference; $750,000 @1.25%, $6,645 per month

Total

CURF Note @4.25%, $5,677 per month

Conference; $750,000 @1.25%, $6,645 per month

Total

Conference; $750,000 @1.25%, $6,645 per month

Total
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2019
Current Long-term Total
75,346 310,973 386,319
75,346 310,973 386,319
2018
Current Long-term Total
74,410 386,319 460,729
74,410 386,319 460,729
2017
Current Long-term Total
73,486 460,729 534,215
73,486 460,729 534,215
2016
Current Long-term Total
173 - 173
72,574 534,215 606,789
72,747 534,215 606,962
2015
Current Long-term Total
145,130 598,573 743,703
145,130 598,573 743,703
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Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 7 — Notes payable (continued)

Takoma Academy

Payments due on principal in each of the next five years:

Note 8 — Capital lease liability

2020 $
2021
2022
2023
2024

Total payments on principal $

75,346
76,293
77,252
78,223
79,205
386,319

The Organization leases three copiers. The obligation is recorded at the present value of lease payments. The assets are depreciated
over the lower of the related lease term or the estimated productive life.

2019
Current Long-term Total
Xerox copier, 3.25%, $150 per month 595 - 595
Xerox C70 and WC5955, 12.12%, $1,644 per month 17,590 7,979 25,569
Marlin copier and printers, 3.3%, $3,189 per month 33,596 123,498 157,094
Total capital lease - net present value 51,781 131,477 183,258
2018
Current Long-term Total
Xerox copier, 3.25%, $150 per month 1,745 595 2,340
Xerox C70 and WC5955, 12.12%, $1,644 per month 15,592 25,569 41,161
Total capital lease - net present value 17,337 26,164 43,501
2017
Current Long-term Total
Xerox copier, 3.25%, $150 per month 1,690 2,340 4,030
Xerox C70 and WC5955, 12.12%, $1,644 per month 13,821 41,161 54,982
Total capital lease - net present value 15,511 43,501 59,012
2016
Current Long-term Total
Xerox copier, 3.25%, $150 per month 1,636 4,030 5,666
Floor scrubber @ 3.25%, $227 per month 2,680 - 2,680
Xerox copier @ 4.75%, $652 per month 379 - 379
Xerox C70 and WC5955, 12.12%, $1,644 per month 27,534 98,695 126,229
Total capital lease - net present value 32,229 102,725 134,954
2015
Current Long-term Total
Xerox copier, 3.25%, $150 per month 1,583 5,665 7,248
Floor scrubber @ 3.25%, $227 per month 2,594 2,680 5,274
Xerox copier @ 4.75%, $652 per month 7,609 379 7,988
Total capital lease - net present value 11,786 8,724 20,510
Future minimum lease payments: 2020 $ 58,600
2021 46,490
2022 38,268
2023 38,268
2024 15,946
Total future minimum lease payments 197,572
Less: amount representing interest (14,314)
Total $ 183,258
Note 9 — Subsidies received 2019 2018 2017 2016 2015
Total Total Total Total Total
General operating - Conference $ 581,002 420,754 466,206 404,174 455,198
Total subsidies without donor restrictions
received $ 581,002 420,754 466,206 404,174 455,198
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Takoma Academy
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 10 — Nonoperating activity

2019 2018 2017 2016 2015
Nonoperating revenue Total Total Total Total Total
Plant donations $ - - 6,938 - -
Total nonoperating revenue $ - - 6,938 - -
Nonoperating expense
Plant-related interest expense $ (12,755) (12,276) (7,516) (8,230) (17,879)
Miscellaneous expense - - - 4,176 -
Total nonoperating expense $ (12,755) (12,276) (7,516) (4,054) (17,879)

Note 11 — Net assets with temporary donor restrictions

2019 2018 2017 2016 2015

Operating Balance Balance Balance Balance Balance
Student aid (scholarship) $ - - 4,218 198,770 139,839
Art - Halstead - - - - 2,659
Other 27,366 21,329 35,675 2,659 -
Development 17,185 14,211 8,494 312,862 160,245
Total operating 44,551 35,540 48,387 514,291 302,743
Plant-related
Pledge receivable - - - 65,241 65,241
Total plant-related - - - 65,241 65,241
Total net assets with temporary donor

restrictions $ 44,551 35,540 48,387 579,532 367,984

Note 12 — 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 during the years ended June 30, 2019, 2018, 2017, 2016, and
2015. The amount of contributed services recognized as revenues for the periods are $40,163, $47,738, $35,230, $40,100 and $40,100
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 13 — Related party transaction - personnel services

As described in Note 1, the Organization is affiliated with 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. Amounts charged for personnel
services by the Conference amount to $2,271,560, $2,386,574, $2,227,472, $1,862,686, and $2,130,627, and of these amounts
$245,772, $234,493, $248,575, $211,297, and $291,143 were charged for pension for the years ended June 30, 2019, 2018, 2017,
2016, and 2015, respectively.
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Note 14 — Analysis of expenses

Salaries, benefits, and taxes
Utilities, repair, and maintenance
Depreciation

Evangelism

Appropriations

Retirement plan contribution DB
Supplies and general

Total expenses

Salaries, benefits, and taxes
Travel expenses

Public relations

Utilities, repair, and maintenance
Depreciation

Evangelism

Appropriations

Retirement plan contribution DB
Supplies and general

Total expenses

Takoma Academy

Notes to the Financial Statements

For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

$

$

2019 Program Services

Total
Student Student Program

Instructional Services Financial Aid Services
$ 1,315,586 - - 1,315,586
335,275 83,819 - 419,094
31,126 12,131 - 43,257
1,222 - - 1,222
- - 425,163 425,163
122,403 - - 122,403
369,684 57,602 - 427,286
$ 2,175,296 153,552 425,163 2,754,011

2019 Supporting Services 2019 Total

Total Total Program &
Program Institutional Supporting Supporting

Services Support Auxiliaries Services Expenses
1,315,586 570,824 - 570,824 1,886,410
- 635 - 635 635
- 42,734 - 42,734 42,734
419,094 154,213 - 154,213 573,307
43,257 11,399 15,515 26,914 70,171
1,222 - - - 1,222
425,163 - - - 425,163
122,403 - - - 122,403
427,286 144,399 - 144,399 571,685
2,754,011 924,204 15,515 939,719 3,693,730

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.

Abbreviated summary of expense by function for prior years

Instructional expense
Instructional

Total instructional expense

Student services

Student services

Student financial aid

Total student services expense

Institutional support expense
Institutional support

School vehicles

Development

Total institutional support expense

Auxiliaries expense
Cafeteria

Total auxiliary expense

2018 2017 2016 2015

Total Total Total Total
$ 2,428,243 2,095,904 1,888,458 2,283,076
$ 2,428,243 2,095,904 1,888,458 2,283,076
$ 145,108 161,187 162,513 109,101
427,573 411,346 431,342 378,746
$ 572,681 572,533 593,855 487,847
$ 1,135,548 1,234,952 1,008,492 1,290,013
15,584 15,423 18,392 13,460
25,437 61,437 39,132 24,795
$ 1,176,569 1,311,812 1,066,016 1,328,268
$ 9,824 8,583 7,404 2,945
$ 9,824 8,583 7,404 2,945
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Takoma Academy
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 15 — Endowments

The Organization is subject to the provisions of the Maryland Uniform Prudent Management of Institutional Funds Act (MUPMIFA)
because it does have board-designed endowment funds. The Organization has not interpreted the law or laws that underlie its net asset
classification of board-designed endowment funds.

Endowment investment policies - return objectives, risk parameters, and strategies: The Organization has not yet formulated its
endowment investment policies.

Endowment spending policies and relation to investment objectives: The Organization has not yet formulated its endowment spending
policies.

Endowment net asset composition

Board Temporarily Permanently Total Donor
Endowments by type Designated Restricted Restricted Restricted
Board-designated endowments, June 30, 2019 $ 156,621 - - -
Total endowments, June 30, 2019 $ 156,621 - - -
Board-designated endowments, June 30, 2018 $ 156,621 - - -
Total endowments, June 30, 2018 $ 156,621 - - -
Board-designated endowments, June 30, 2017 $ 156,621 - - -
Total endowments, June 30, 2017 $ 156,621 - - -
Board-designated endowments, June 30, 2016 $ 156,621 - - -
Total endowments, June 30, 2016 $ 156,621 - - -
Board-designated endowments, June 30, 2015 $ 156,621 - - -
Total endowments, June 30, 2015 $ 156,621 - - -

Note 16 — Uncertain tax positions

In preparation of tax returns, 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 four to five years.

Note 17 — Concentration of risk
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015 approximately 12%, 20%, 18%, 18%, and 18% 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.
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Takoma Academy
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 18 — Financial condition
Prior to the fiscal year ending June 30, 2019, the Organization had experienced recurring losses.

For the year ended June 30, 2015, there was a decrease in net assets of $216,941, current liabilities exceeded current assets by
$125,399, and the deficit in unallocated net assets without donor restrictions was ($358,105).

For the year ended June 30, 2016, there was an increase in net assets of $375,549 and the deficit in unallocated net assets without
donor restrictions was ($322,593).

For the year ended June 30, 2017, there was a decrease in net assets of $114,123. However, unallocated net assets without donor
restrictions balance improved to $45,444.

For the year ended June 30, 2018, there was a decrease in net assets of $335,027 and the deficit in unallocated net assets without
donor restrictions was ($549,758).

For the year ended June 30, 2019, there was an increase in net assets of $203,220 and the deficit in unallocated net assets without
donor restrictions was ($371,144).

Management is developing plans to address this matter. The Conference is committed to continue to support the Organization for the
foreseeable future and is working with the Organization to develop plans to decrease the deficit and improve collections. Deficit
decreased during the subsequent period.

Note 19 — Subsequent event

The COVID-19 outbreak in the United States has caused disruption of operations through mandated closings of schools and other
businesses. During this time, the Organization continues operations on a limited, distance-learning basis. COVID-19's impact on
operational and financial performance will depend on certain developments, including the duration and spread of the outbreak and its
impact on our students, their parents and guardians, employees, and vendors, all of which are uncertain and cannot be predicted.
Therefore, while the Organization expects this matter to impact its operating results, the related financial impact and duration cannot be
reasonably estimated at this time.

Note 20 — Prior period adjustment

During the year ended June 30, 2019, the Organization corrected errors in recording the cost and accumulated depreciation for land
improvements and buildings to which a related entity holds legal title. The Organization also corrected errors in accounts payable to the
Conference. These errors resulted in an overstatement of total assets and net assets by $1,598,873 at July 1, 2018, and an
understatement of the financial activity by $57,518 for the year ended June 30, 2018. Accordingly, the financial statements for June 30,
2018 have been restated to correct these errors. The effects of the prior period adjustment were to decrease total assets and net assets
by $1,598,873 and increase the change in net assets by $57,518 at June 30, 2018.

Note 21 — 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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Takoma Academy
Notes to the Financial Statements
For the years ended June 30, 2019, 2018, 2017, 2016, and 2015

Note 22 — Liquidity and availability

2019
Financial assets, at year-end* $ 374,117
Less those unavailable for general expenditures within one year, due to:
Contractual or donor-imposed restrictions
Cash held for agency funds (Note 2) (26,620)
Notes and loans receivable, noncurrent portion (106,881)
Restricted by donor with time or purpose restrictions (Note 11) (44,551)
Board designations
Quasi-endowment (Note 15) (156,621)
Financial assets available to meet cash needs for general expenditures within one year $ 39,444
*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 short-term investments.
*Calculation of financial assets at year-end:
Total assets $ 860,028
Plant assets (484,408)
Inventory/prepaids (1,503)
Financial assets at year-end $ 374,117

Note 23 — Working capital and liquidity - operating fund

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 of Seventh-day Adventists Working Policy and the Seventh-day Adventist
Accounting Manual.

Working capital 2019 2018 2017 2016 2015
Total current assets $ 268,734 496,325 532,157 679,661 549,475
Total current liabilities 636,436 928,028 431,983 443,073 611,009
Actual working capital (367,702) (431,703) 100,174 236,588 (61,534)
Recommended working capital* 1,077,344 1,107,445 1,195,511 1,782,067 1,623,475
Working capital excess (deficit) $ (1,445,046) (1,539,148) (1,095,337) (1,545,479) (1,685,009)
Percent of recommended working capital -34.13% -38.98% 8.38% 13.28% -3.79%
Current ratio 0.42:1 0.53:1 1.23:1 1.53:1 0.9:1
Liquidity
Cash and investments (Note 2) $ 8,449 153,411 134,672 52,290 -
Columbia Union Revolving Fund, 90-day

demand note 340 336 44,957 44,400 43,847
Total liquid assets 8,789 153,747 179,629 96,690 43,847
Current liabilities 636,436 928,028 431,983 443,073 611,009
Net assets with temporary donor

restrictions (Note 11) 44,551 35,540 48,387 579,532 367,984
Total commitments 680,987 963,568 480,370 1,022,605 978,993
Liquid assets surplus (deficit) $ (672,198) (809,821) (300,741) (925,915) (935,146)
Percent liquid assets to commitments 1.29% 15.96% 37.39% 9.46% 4.48%

*Calculation of recommended working capital

15% of operating expense $ 554,060 628,098 598,325 533,360 615,320
Long-term payables 478,733 443,807 548,799 669,175 640,171
Net assets with temporary donor

restrictions (Note 11) 44,551 35,540 48,387 579,532 367,984
Total recommended working capital $ 1,077,344 1,107,445 1,195,511 1,782,067 1,623,475
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General Conference ff-
Audiling Service
Delivering Excellence!

June 9, 2020

RaShawna Young, Business Manager
Takoma Academy

8120 Caroll Avenue

Takoma Park, MD 20912

Dear RaShawna:

Enclosed are exposure drafts of the audited financial statements for Takoma 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,

gty

Sable Grant
Region Manager

Enclosures

Please complete this form and return it to GCAS

L,}/ﬂﬁxamined the financial statements for Takoma Academy 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 1have examined the financial statements for Takoma Academy 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 Ramta at S Wannypate_ X ~3 (-20

5427 Twin Knolls Road
Columbia, MD 21045
Tel 443.259.9611
WWW.gcasconnect.org
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