Breakthrough Twin Cities

St. Paul, Minnesota

Financial Statements
Auditor’s Report

For the Years Ended
May 31, 2022 and 2021

CH

CERTIFIED PUBLIC ACCOUNTANTS



CONTENTS

PAGE
INDEPENDENT AUDITOR’S REPORT......ccoccvmmimimminimninsnssesmnnssssssssssssssssssssssssssrssssnssssssssasassssasans -2

EXHIBIT A: Statements of Financial Position —
May 31, 2022 @Nd 2021 ......cueeeieeereereeernreessseesesrssesssssssssesssessssssssssessesssessasnssnsane 3

EXHIBIT B: Statements of Activities —
For the Years Ended May 31, 2022 and 2021.........ccceeveevverenrmrnrsrnernrsessraesnneeens &

EXHIBIT C: Statement of Functional Expense — For the Year Ended
May 31, 2022 with Comparative Totals for 2021...........cccooevvevcveiiireeeiirnns 5

EXHIBIT D: Statement of Functional Expense —
For the Year Ended May 31, 2021.........ccccoiiieeeercicaeseereesassessseaessssseesssssnessens O

EXHIBIT E: Statements of Cash Flows —
For the Years Ended May 31, 2022 and 2021........ccccceivinviiriinincnressninissessnsenes 7

NOTES TO FINANCIAL STATEMENTS ..ot sissssssissssesssessssssesssssssssasesssssssesss 8- 13



i Certified Public Accountants
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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Breakthrough Twin Cities
St. Paul, Minnesota

Opinion

We have audited the accompanying financial statements of Breakthrough Twin Cities (a nonprofit
organization), which comprise the statement of financial position as of May 31, 2022 and 2021, and the
related statements of activities, functional expenses, and cash flows for the years then ended, and the related
notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Breakthrough Twin Cities as of May 31, 2022 and 2021, and the changes in its net assets and its
cash flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of
Breakthrough Twin Cities and to meet our other ethical responsibilities in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Breakthrough Twin Cities' ability to
continue as a going concern within one year after the date that the financial statements are available to be
issued.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect
a material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Breakthrough Twin Cities' internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about Breakthrough Twin Cities' ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters
that we identified during the audit.

EuA ool Assoziale LTD.

Certified Public Accountants

Minneapolis, Minnesota
October 18, 2022



BREAKTHROUGH TWIN CITIES
STATEMENTS OF FINANCIAL POSITION
MAY 31, 2022 AND 2021

2022

EXHIBIT A

2021

ASSETS

Current Assets:
Cash
Pledges and Grants Receivable
Prepaid Expenses

$ 1,651,702

S 1,383,229

Total Current Assets

Pledges and Grants Receivable - Noncurrent

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Current Liabilities:
Accounts Payable
Accrued Payroll
PPP Loan
Notes Payable

Total Current Liabilities

Long-term Liabilities:
Notes Payable

Total Liabilities

Net Assets:
Without Donor Restrictions
With Donor Restrictions

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

350,000 253,643

10,882 1,716

2,012,584 1,638,588
30,000 -

S 2,042,584 S 1,638,588

S 93,681 S 24,169

44,075 33,776

- 140,501

3,714 3,659

141,470 202,105

146,186 146,241

287,656 348,346

1,084,016 720,953

670,912 569,289

1,754,928 1,290,242

S 2,042,584 S 1,638,588

The accompanying Notes to Financial Statements
are an integral part of these statements.
-3-
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BREAKTHROUGH TWIN CITIES

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED MAY 31, 2022 AND 2021

Increase (Decrease) in Cash

Cash Flows from Operating Activities:
Change in Net Assets

Adjustments to reconclie Change in Net Assets to Net Cash

Provided (Used) by Operating Activities:
Forgiveness of PPP Loan
Pledges and Grants Receivable
Increases {Decrease) in Current Liabilities:
Accrued Payroll
Accounts Payable
Decreases (Increases) in Current Assets:
Pledges and Grants Receivable
Prepaid Expenses
Net Cash Provided by Operating Activities

Cash Flows from Investing Activities:
None

Cash Flows from Financing Activities:
Proceeds from Issuance of Notes Payable
Proceeds from PPP Loan
Principal Payments on Notes Payable
Net Cash Provided by Financing Activities

Net Increase in Cash
Cash - Beginning of Year

Cash - End of Year

The accompanying Notes to Financial Statements
are an integral part of these statements.

-7-

EXHIBIT E

2022 2021

$ 464,686 $ 461,966
(140,501) (131,500)

(30,000) -
10,299 4,497
69,512 16,014
(96,357) 107,245
(9,166) 2,615
268,473 460,837
159,001
131,500
i (100)
- 290,401
268,473 751,238
1,383,229 631,991

$ 1,651,702

$ 1,383,229




BREAKTHROUGH TWIN CITIES
NOTES TO FINANCIAL STATEMENTS
MAY 31,2022 AND 2021

Summary of Significant Accounting Policies

Organizational Purpose

Breakthrough Twin Cities (the Organization) is organized for charitable and educational purposes only.
The mission of the Organization is to prepare under-resourced students for college success and to
cultivate the next generation of educators. The Organization’s vision is that all students have the
resources to reach their full potential, every classroom is led by an engaging teacher committed to
each student’s success, and society as a whole realizes the ultimate social and economic benefits of
fully investing in its youth.

Net Assets

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

Net Assets without Donor Restrictions — Net assets available for use in general operations and
not subject to donor- or grantor-imposed restrictions. These net assets include both designated
and undesignated amounts.

Net Assets with Donor Restrictions — Net assets subject to donor or grantor imposed restrictions.
Some donor-imposed restrictions are temporary in nature, such as those that will be met by the
passage of time or other events specified by the donor. Other donor-imposed restrictions are
perpetual in nature, where the donor stipulates that resources be maintained in perpetuity. The
Organization reports contributions restricted by donors as increases in net assets without donor
restrictions if the restrictions expire (that is, when a stipulated time restriction ends or purpose
restriction is accomplished) in the reporting period in which the revenue is recognized. All other
donor-restricted contributions are reported as increases in net assets with donor restrictions,
depending on the nature of the restrictions. When a restriction expires, net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the
statements of activities as net assets released from restrictions.

Accounts Receivable and Doubtful Accounts

The Organization extends credit to its customers on terms it establishes for individual customers.
Receivables are recorded at amounts billed and are generally due when billed. Amounts outstanding
for more than 30 days are considered delinquent. Accounts receivable are generally uncollateralized
and the Organization does not charge interest on accounts receivable balances. The Organization
reviews accounts receivable balances on a periodic basis and writes off delinquent receivables when
they are considered uncollectible. The Organization provides an allowance for doubtful accounts
based on historical experience and management's evaluation of outstanding accounts receivable at
the end of each year. Accounts are stated net of the allowance for doubtful accounts of SO for the
years ending May 31, 2022 and 2021.



BREAKTHROUGH TWIN CITIES
NOTES TO FINANCIAL STATEMENTS
MAY 31, 2022 AND 2021

Summary of Significant Accounting Policies (continued)

Property and Equipment

Property and equipment in excess of $1,500 are recorded at cost if purchased, or an estimated market

value if donated. Depreciation is provided using the straight-line method, over an estimated useful
life.

Revenue and Revenue Recognition

The Organization recognizes program service fee revenue when the performance obligations of
providing the services are met. The Organization records special event revenue equal to the fair
value of direct benefits to donors, and contribution revenue for the difference.

The Organization recognizes contributions when cash, securities or other assets, an unconditional
promise to give, or a notification of a beneficial interest is received. Conditional promises to give,
that is, those with a measurable performance or other barrier, and a right of return, are not
recognized until the conditions on which they depend have been substantially met. The Organization
has recorded the Payroll Protection Program forgiveness of $140,501 as a contribution.

A portion of the Organization’s revenue is derived from cost-reimbursable federal and state contracts
and grants, which are conditioned upon certain performance requirements and/ or the incurrence of
allowable qualifying expenses. Amounts received are recognized as revenue when we have incurred
expenditures in compliance with specific contract or grant provisions.

Promises-To-Give (Pledges Receivable)

Unconditional promises-to-give are recognized in the period the promises are made. Conditional
promises-to-give are recognized when the conditions on which they depend are substantially met, that
is, when the conditional promise becomes unconditional.

Functional Allocation of Expense

Expenses by function have been charged to programs and supporting services classifications on the
basis of estimates made by the Organization’s management.



BREAKTHROUGH TWIN CITIES
NOTES TO FINANCIAL STATEMENTS
MAY 31, 2022 AND 2021

Summiary of Significant Accounting Policies (continued)

Income Tax

The Organization has a tax-exempt status under Section 501(c)(3) of the Internal Revenue Code and
has adopted Accounting for Uncertainty in Income Taxes, ASC 740-10. The Organization’s policy is to
evaluate uncertain tax positions, at least annually, for the potential for income tax exposure from
unrelated business income or from loss of nonprofit status. The Organization continues to operate
consistent with its original exemption application and each year takes the necessary actions to
maintain its exempt status. It has been classified as an organization that is not a private foundation
under the Internal Revenue Code and charitable contributions by donors are tax deductible. In
compliance with its exempt status, the Organization annually files a Return of Organization Exempt
From Income Tax (Form 990).

Investments

Donated investments received by the Organization are recorded at fair value on the date received as
a donation. Unrealized gains and losses are recorded based upon changes in fair value. Investment
income is recorded as without donor restricted revenue unless a donor has stipulated how the income
is to be used.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the reported
amount of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Subseguent Events

The Organization has evaluated the effect that subsequent events would have on the financial
statements through October 18, 2022, which is the date financial statements were available to be
issued.

Non-Cash Donations

In-kind donations are recorded at their estimated fair market value at the date of donation.
Contributions of donated services that create or enhance non-financial assets or that require
specialized skills, are provided by individuals possessing those skills, and would typically need to be
purchased if not provided by donation, are recorded at their fair values in the year received.

-10-



BREAKTHROUGH TWIN CITIES
NOTES TO FINANCIAL STATEMENTS
MAY 31, 2022 AND 2021

Financial Instruments

Significant Concentrations of Credit Risk

The Organization provides services within the Twin Cities area. The amounts due for services provided
are from individuals, or their third-party payors, substantially all of whom are local residents. In
addition, grants and pledges receivable are from local residents, governments or institutions.

Concentrations of Credit Risk Arising from Cash Deposits in Excess of Insured Limits

At May 31, 2022 and 2021 the Organization held funds at a local financial institution in excess of
federally insured limits.

Uncertainties and Contingencies

The COVID-19 outbreak in the United States has caused business disruption through both mandated
and voluntary suspension of operations. While many of the closings have re-opened, there are still
uncertainties if there will be future disruptions due to additional outbreaks. Therefore, the
Organization expects this matter may impact on its operating results, but reasonable estimates
cannot be made at this time.

Pledges and Grants Receivable

The outstanding balance of $380,000 pledges and grants receivable at May 31, 2022, is expected to be
collected in the subsequent fiscal year.

In-kind Contributions

The Organization records in kind contributions at fair market value at date of donation. In-kind
contributions were as followed as of:

May 31,
2022 2021
Rent and Office Support S 99632 S 63,475
Meals 1,650 -
Other 7,000 3,750
Transportation 8,179 -

S 116461 $ 67,225

-11-



BREAKTHROUGH TWIN CITIES

NOTES TO FINANCIAL STATEMENTS

MAY 31, 2022 AND 2021

6. Notes Payable

The breakdown of notes payable is as follows:

Note payable to SBA at 2.75%. Payable in monthly
installments of $641 including interest with a final
payment due July 2050. Loan is secured by assets of

the Organization.

Less Portion Due Within One (1) Year
Long-term Portion

Principal payments required at May 31, 2022 are as follows:

Due in the Year Ending May 31,
2023
2024
2025
2026
2027
2028 and after
Total

7. Net Assets with Donor Restriction

Net assets with Donor Restrictions consisted of amounts for the following as of:

Subject to Expenditures for Specified Purpose:

Site Building and Capacity Building
Eastern Carver County Partnership
St. Paul Program Support

BIPOC Children

STEM

Subject to Passage of Time:
Future Year Operations

-12-

May 31,
2022 2021
$ 149,900 S 149,900
3,714 3,659
S 146,186 S 146,241
$ 3,714
3,818
3,924
4,033
4,146
130,265
$ 149,900
May 31,
2022 2021
$ 53412 $§ 235,789
= 76,000
60,000 90,000
475,000 =
25,000 -
613,412 401,789
57,500 167,500
$ 670912 $ 569,289



BREAKTHROUGH TWIN CITIES
NOTES TO FINANCIAL STATEMENTS
MAY 31, 2022 AND 2021

Retirement Plan

Employees of the Organization participate in a 401(k) Plan. Retirement plan expenses for the years
ended May 31, 2021 and 2020 were $3,197 and $7,292, respectively.

Liquidity and Availability

The following represents the Organization’s financial assets as of:

May 31,
2022 2021
Financial Assets:
Cash $ 1,651,702 S 1,383,229
Pledges and Grants Receivable 380,000 253,643
Total Financial Assets 2,031,702 1,636,872
Less: Assets not available to be used within one year:
Net Assets With Donor Restrictions 670,912 569,289
Net Assets With Restrictions to be met within a year (670,912) (569,289)
Total Assets not available to be used within one year - -
Financial assets available for general expenditures within
one year S 2,031,702 $ 1,636,872

The Organization has certain net assets with donor restrictions limited to use which are available for
general expenditure within one year in the normal course of operations. Accordingly, these assets
have been included in the qualitative information above for financial assets to meet general
expenditures within one year. As part of the Organization’s liquidity plan, the Organization has a policy
to structure its financial assets to be available as its general expenditures, liabilities and other
obligations come due.

In addition, the Organization has a $200,000 line of credit that can be used, if needed.
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