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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Literacy Council of Northern Virginia, Inc.
Falls Church, Virginia

We have audited the accompanying financial statements of Literacy Council of Northern Virginia, Inc.
(the Council), which comprise the statement of financial position as of June 30, 2016, and the related
statements of activities and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free 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 auditors' 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.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Council as of June 30, 2016, and the changes in its net assets and its cash flows for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Council’s 2015 financial statements, and our report dated November 16,
2015, expressed an unmodified opinion on those audited financial statements. In our opinion, the summarized
comparative information presented herein as of and for the year ended June 30, 2015, is consistent, in all material
respects, with the audited financial statements from which it has been derived.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
schedule of functional expenses (page 15) is presented for purposes of additional analysis and is not a required part
of the financial statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The information
has been subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.

Alexandria, Virginia
October 18, 2016
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2016

(with summarized financial information for 2015)

2016 2015
ASSETS

Current assets:

Cash $ 87,108 $ 54,649
Contributions and grants receivable 90,803 215,163
Inventory 21,920 17,760
Prepaid expenses 6,172 4,807

Total current assets 206,003 292,379

Investments 822,568 777,285
Property and equipment, net 52,011 76,059
Other assets - 667

Total assets $ 1,080,582 $ 1,146,390

LIABILITIES AND NET ASSETS
Current liabilities:

Accounts payable $ 14,706 $ 3,433
Accrued payroll 28,959 37,684
Accrued vacation 20,693 14,922

Total current liabilities 64,358 56,039

Net assets:

Unrestricted 918,801 932,185
Temporarily restricted 97,423 158,166

Total net assets 1,016,224 1,090,351

Total liabilities and net assets $ 1,080,582 $ 1,146,390

See accompanying notes to the financial statements.
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2016

(with summarized financial information for the year ended June 30, 2015)

2016 2015
Temporarily

Unrestricted Restricted Total Total
Revenues:

Contributed services and materials $ 648,614 $ - $ 648,614 $ 1,033,003
Contributions 499,150 177,236 676,386 791,574
Grant revenue 333,913 - 333,913 337,879
Workshop and student fees 66,561 - 66,561 83,734
Special fundraising events 1,309 - 1,309 1,956
Investment income 25,340 - 25,340 23,370
Other income 4,625 - 4,625 -
Net assets released from restrictions:

Satisfaction of donor restrictions 237,979 (237,979) - -

Total revenues 1,817,491 (60,743) 1,756,748 2,271,516

Expenses:

Program services 1,460,824 - 1,460,824 1,860,020

Support services:
Management and general 205,312 - 205,312 202,357
Fundraising 164,739 - 164,739 102,805

Total support services 370,051 - 370,051 305,162

Total expenses 1,830,875 - 1,830,875 2,165,182

Change in net assets (13,384) (60,743) (74,127) 106,334

Net assets, beginning of year 932,185 158,166 1,090,351 984,017

Net assets, end of year $ 918,801 $ 97,423 $ 1,016,224 $ 1,090,351

See accompanying notes to the financial statements.
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2016

(with summarized financial information for the year ended June 30, 2015)

2016 2015
Cash flows from operating activities:

Change in net assets $ (74,127) $ 106,334

Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities:

Depreciation and amortization 28,948 26,366
Net realized and unrealized gains on investments (6,975) (2,728)
Donated stock - (3,543)
Donated office equipment (4,900) (5,000)

Decrease (increase) in assets:
Contributions and grants receivable 124,360 (129,478)
Inventory (4,160) 1,572
Prepaid expenses (1,365) 306
Other assets 667 -

Increase (decrease) in liabilities:
Accounts payable 11,273 1,034
Accrued payroll (8,725) 9,775
Accrued vacation 5,771 (5,870)

Total adjustments 144,894 (107,566)

Net cash provided by (used in) operating activities 70,767 (1,232)

Cash flows from investing activities:
Purchases of property and equipment - (5,303)
Purchases of investments (155,497) (215,023)
Proceeds from sales of investments 117,189 180,018

Net cash used in investing activities (38,308) (40,308)

Net increase (decrease) in cash 32,459 (41,540)

Cash, beginning of year 54,649 96,189

Cash, end of year $ 87,108 $ 54,649

See accompanying notes to the financial statements.
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2016

1. Organization

The Literacy Council of Northern Virginia, Inc. (the Council) is an adult educational organization

founded in 1962 to teach adults the basic skills of reading, writing, speaking and understanding English in

order to empower them to participate fully in their communities.  The Council teaches primarily foreign-

born adults through classroom programs and one to one tutoring instruction with the help of trained

volunteers.

2.  Summary of significant accounting policies

Basis of presentation

The Council's financial statements are presented in accordance with generally accepted accounting

principles for nonprofit organizations.  Under those principles, the Council is required to report

information regarding its financial position and activities according to three classes of net assets:  

Unrestricted Net Assets represent resources that are not subject to donor imposed stipulations and

are available for operations at management's discretion.

Temporarily Restricted Net Assets represent resources restricted by donors as to purpose or by the

passage of time.

Permanently Restricted Net Assets represent resources whose use by the Council is limited by

donor imposed stipulations that neither expire by passage of time nor can be fulfilled or otherwise removed

by action of the Council.  Income from the assets held is available for either general operations or specific

purposes, in accordance with donor stipulations.

The Council has no permanently restricted net assets at June 30, 2016.

Basis of accounting

The Council's financial statements are prepared on the accrual basis of accounting.  Accordingly,

revenues are recognized when earned and expenses when obligations are incurred.
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2016

Comparative financial statements

These financial statements include summarized comparative prior-year information in the

statement of activities.  That information is not presented by net asset class and does not contain sufficient

detail to conform with generally accepted accounting principles.  Therefore, this information should be

read in conjunction with the Council’s financial statements for the year ended June 30, 2015. 

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect certain reported amounts of

assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses and their functional allocation during the

reporting period.  Actual results could differ from those estimates.

Fair value measurements

The Council reports its fair value measures using a three-level hierarchy that prioritizes the inputs

used to measure fair value.  The objective of a fair value measurement is to determine the price that would

be received to sell an asset or paid to transfer a liability in an orderly transaction between market

participants at the measurement date.  Accordingly, the fair value hierarchy gives the highest priority to

quoted prices (unadjusted) in active markets for identical assets and liabilities (Level 1) and the lowest

priority to unobservable inputs (Level 3). Inputs used to measure fair value are categorized as follows:  

• Level 1 - quoted prices in active markets for identical assets or liabilities.

• Level 2 - inputs, other than quoted prices, that are observable for the asset or liability either

directly or indirectly, including inputs from markets that are not considered to be

active.

• Level 3 - unobservable inputs which are typically based on the Council's own assumptions, as

there is little, if any, related market activity.
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2016

In determining the appropriate levels, the Council performs a detailed analysis of the assets and

liabilities that are subject to the standard.  At each reporting period, all assets and liabilities for which the

fair value measurement is based on significant unobservable inputs are classified as Level 3.  There were

no level 3 inputs for any assets held by the Council at June 30, 2016.

Income taxes

The Council is exempt from federal and local income taxes under Section 501(c)(3) of the Internal

Revenue Code on income derived from activities related to its exempt purpose.  This code section enables

the Council to accept donations that qualify as charitable contributions to the donor.  The Council is

subject to income taxes on net income from unrelated business taxable income.  For the year ended June

30, 2016, the Council did not recognize income tax expense in the accompanying financial statements as

there was no unrelated business taxable income.

The Council is not aware of any activities that would jeopardize its tax-exempt status that would

require recognition in the accompanying financial statements.  Generally, tax returns are subject to

examination by taxing authorities for up to three years from the date a completed return is filed.  If

material omissions of income exist, tax returns may be subject to examination for up to six years.  It is the

Council’s policy to recognize interest and/or penalties related to uncertain tax positions, if any, in the

accompanying financial statements.  As of June 30, 2016, the Council had no uncertain tax positions which

should be recognized a liability.

Grants receivable

Grants receivable principally represent amounts due from government awards and are stated at

their net realizable value.  In the opinion of management, all receivables outstanding are considered

collectible.  Accordingly, no allowance for doubtful grants receivable has been recorded. 
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2016

Contributions receivable

Contributions receivable are unconditional promises to give that are recognized as contributions

when the promise is received.  All contributions receivable are expected to be collected in less than one

year and are reported at their net realizable value.  Reserves are established for receivables that are

delinquent and considered uncollectible based on periodic reviews by management.  At June 30, 2016, no

allowance for doubtful contributions receivable had been recognized.

Inventory

Inventory consists of textbooks and is stated at the lower of cost or market by the average cost

method.

Investments

Investments are reported at fair value and realized and unrealized gains and losses are reported in

the statement of activities as increases or decreases in unrestricted net assets, unless the income or loss is

restricted temporarily or permanently by donor restrictions or law.  The Council invests in a variety of

investments that are exposed to various risks, such as fluctuations in market value and credit risk.  It is

reasonably possible that changes in risks in the near term could materially affect investment balances and

amounts reported in the accompanying financial statements.

Property and equipment, net

Property and equipment acquisitions are recorded in the financial statements at cost, net of

accumulated depreciation and amortization.  Donated property and equipment is stated at fair value at the

date of donation.  Depreciation and amortization expense is computed using the straight-line method over

the estimated useful lives of the assets as follows:

Library 3 years
Office equipment 5 years
Website development 5 years

The Council's policy is to capitalize major additions and improvements over $1,000.  Repairs and

maintenance which do not significantly add to the value of assets are expensed as incurred.
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2016

Revenue recognition

Contributions

Contributions, and certain foundation and corporate grants, are recognized as revenue when

received or promised and are recorded net of any current year allowance or discount activity.  The Council

reports gifts of cash and other assets as temporarily restricted support if they are received or promised with

donor stipulations that limit the use of the donated assets to the Council's programs or to a future year.

When a donor restriction expires, that is, when a purpose restriction is accomplished or time restriction has

elapsed, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the

accompanying statement of activities as net assets released from restrictions. 

Grant revenue

Grant revenue is recognized as earned when the qualifying costs are incurred.  Amounts received

in advance are recorded as deferred revenue in the accompanying statement of financial position. 

Program service fees

Special fundraising event, workshop and student fees are recognized as revenue in the period the

events take place.  Fees received relating to future periods are recorded as deferred revenue in the

accompanying statement of financial position.

In-kind contributions

Donated materials, services and use of facilities are recorded at fair value when an unconditional

commitment is received and are recognized as in-kind contributions as revenue and expense in the

accompanying financial statements.  Contributions of services are recognized when 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 value

of such services is recorded based on the estimated  fair value of services provided and is classified as in-

kind contributions revenue and expense charged to programs and supporting services based on the program

or support services directly benefited.   
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2016

Functional allocation of expenses

The costs of providing the various programs and other activities have been summarized on a

functional basis in the statement of activities.  Accordingly, certain costs have been allocated among

programs and supporting services benefited.

Reclassification

For comparative purposes, certain 2015 amounts have been reclassified to conform to the 2016

presentation. 

3. Investments and fair value measurements

Investments are comprised of the following at June 30:

2016
Cost

2016
Fair Value

Money market funds $ 118,917 $ 118,917
Exchange traded funds-equity funds 81,678 126,146
Exchange traded funds-bond funds 59,205 62,040
Equities-common stock 301,060 414,430
Equities-preferred stock 47,055 48,855
Bonds-corporate 25,223 25,846
Bonds-government 25,025 26,334

Total investments $ 658,163 $ 822,568

Investment income is comprised of the following for the year ended June 30:

2016

Interest and dividends $ 18,365
Net realized and unrealized gains on investments 6,975

Total investment income $ 25,340
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2016

The table below presents the Council's fair value hierarchy for those assets measured at fair value

on a recurring basis at June 30, 2016:

Level 1 Level 2 Total

Money market funds $ 118,917 $ - $ 118,917
Exchange traded funds-equity funds 126,146 - 126,146
Exchange traded funds-bond funds 62,040 - 62,040
Equities-common stock 414,430 - 414,430
Equities-preferred stock 48,855 - 48,855
Bonds-corporate - 25,846 25,846
Bonds-government - 26,334 26,334

Total investments $ 770,388 $ 52,180 $ 822,568

4. Property and equipment, net

The following is a summary of property and equipment held at June 30:

2016

Library $ 31,524
Office equipment 68,177
Website development 82,583

Property and equipment 182,284

Accumulated depreciation and amortization (130,273)

Total property and equipment, net $ 52,011

Depreciation and amortization expense for the year ended June 30, 2016 was $28,948.
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2016

5. Temporarily restricted net assets

Net assets were released from donor restrictions during the year ended June 30, 2016 for the

following purposes:

2016

Scholarship program services $ 93,396
Time restriction 144,583

Total net assets released from restrictions $ 237,979

At June 30, 2016, temporarily restricted net assets were available for the following purposes:

2016

Scholarship program services $ 10,417
Time restriction 87,006

Total temporarily restricted net assets $ 97,423

6. In-kind contributions

Volunteers provide the majority of the tutoring and teaching services provided by the Council

along with other classroom services.  For the year ended June 30, 2016, the number of hours contributed

was 19,564.  These hours are multiplied by the value of volunteer time based on the Virginia Employment

Commission average hourly earnings.  The Virginia average hourly value of volunteer time for the year

ended June 30, 2016 was $26.09, which represents an increase of $1.19 over the prior year.  The value of

these services for the year ended June 30, 2016 totaled $533,045 and is included in contributed services

and materials revenue and program services expense in the accompanying statement of activities.

The Council receives 4,050 square feet of donated space from the county government in which to

operate.  The space was valued at $20 per square foot for the year ended June 30, 2016.  The total value of

the donated space for the year ended June 30, 2016 was $81,000 and is included in contributed services

and materials revenue and program services expense in the accompanying statement of activities.
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2016

The Council receives donated professional services, equipment, supplies and other items which are

recorded at fair value on the date of donation.  The value of these donated services and items totaled

$34,569, of which $4,900 was capitalized, for the year ended June 30, 2016.  The aforementioned value of

the donated space, professional services, equipment, and supplies are included in contributed services and

materials revenue and program and support services expense in the accompanying statement of activities.

7. Commitments

Operating leases

In December 2012, the Council entered into a 57 month lease agreement for a postage meter and

scale.  The lease requires quarterly rent payments of $393.  Rent expense for the year ended June 30, 2016

was $1,572.  After the end of the lease, the Council has the option of purchasing the postage meter and

scale at fair value.

The Council also entered into a 27 month lease agreement for office space beginning in July 2014

and ending in September 2016.  The lease requires monthly rent payments of $375, subject to a 3%

escalation rate each year.  Office rent expense for the year ended June 30, 2016 was $5,791.

Aggregate future minimum lease payments total $2,373 for the year ending June 30, 2017.

8. Subsequent events

In preparing the financial statements, the Council has evaluated events and transactions for

potential recognition or disclosure through October 18, 2016, which is the date the financial statements

were available to be issued.  There were no subsequent events that require recognition of, or disclosure in,

these financial statements. 
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LITERACY COUNCIL OF NORTHERN VIRGINIA, INC.

SCHEDULE OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2016

(with summarized financial information for 2015)

2016 2015

Program services
Management and

general Fundraising
Total support

services Total Total
Advertising $ 80 $ 80 $ - $ 80 $ 160 $ 160
Depreciation and amortization 26,054 1,447 1,447 2,894 28,948 26,366
Dues and memberships 420 63 799 862 1,282 1,679
Employee benefits 42,089 10,981 6,464 17,445 59,534 75,993
Events 23 7 4 11 34 6,366
Insurance 2,829 763 437 1,200 4,029 5,443
Payroll taxes 44,232 11,623 6,802 18,425 62,657 65,834
Postage and shipping 1,062 2,356 1,235 3,591 4,653 6,859
Printing and publications 3,349 1,680 306 1,986 5,335 5,014
Professional fees 50,522 15,713 52,844 68,557 119,079 38,900
Program books and supplies 34,040 - - - 34,040 45,014
Repairs and maintenance 4,104 228 228 456 4,560 4,560
Rent 84,338 4,135 4,135 8,270 92,608 86,791
Salaries 451,920 147,809 86,593 234,402 686,322 671,037
Salaries, AmeriCorps 111,299 - - - 111,299 125,559
Supplies 10,677 1,317 1,637 2,954 13,631 18,344
Telephone 4,564 1,193 701 1,894 6,458 5,246
Travel 4,728 124 439 563 5,291 4,772
In-kind volunteer tutoring and other services 550,082 - - - 550,082 945,187
Other expenses 2,583 638 393 1,031 3,614 6,159
AmeriCorps expenses 13,018 1,305 - 1,305 14,323 4,342
Student incentives 6,160 - - - 6,160 12,100
Employee relations 8,713 178 135 313 9,026 1,641
In-kind supplies and equipment 3,938 3,672 140 3,812 7,750 1,816

Total expenses $ 1,460,824 $ 205,312 $ 164,739 $ 370,051 $ 1,830,875 $ 2,165,182
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