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ACOBSON JARVIS

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Atlantic Street Center
Seattle, Washington

Opinion

We have audited the accompanying financial statements of Atlantic Street Center a nonprofit
corporation, which comprise the statements of financial position as of December 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 Atlantic Street Center as of December 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 and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. 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 Atlantic Street Center 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 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.

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 Atlantic Street Center's
ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.

Auditors' 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 and Government Auditing Standards will always detect a material
misstatement when it exists.
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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 and Government
Auditing Standards , we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ 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.

¢ 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 Atlantic Street Center's internal control. Accordingly, no such
opinion is expressed.

¢ 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 Atlantic Street Center's 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.

JACOBSON JARVIS

CERTLEIED PUBLIC ACCOUNTANTS



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards , we have also issued our report dated May 24,
2023, on our consideration of the Atlantic Street Center’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the Atlantic Street Center’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Atlantic Street Center’s internal control over financial
reporting and compliance.

;ﬂw@ﬂ/w ¢ Co, PULE.

Jacobson Jarvis & Co, PLLC
Seattle, Washington
May 24, 2023

JACOBSON JARVIS

CERTIFIED PUBLIC ACCOUNTANTS



ATLANTIC STREET CENTER

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2022 AND 2021
ASSETS

Current Assets
Cash and cash equivalents
Investments
Grants receivable
Promises to give
Prepaid expenses
Total Current Assets

Endowment Investments
Property and Equipment, net
Right of Use Assets

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts payable
Accrued expenses
Current portion operating lease payable
Current portion financing lease payable
Refundable advances

Total Current Liabilities

Operating Lease Payable
Financing Lease Payable

Net Assets
Without donor restrictions
Undesignated and available for operations
Board designated operating reserve
Investment in property and equipment, net

Total Without Donor Restrictions

With donor restrictions
Total Net Assets

See notes to financial statements. 5

2022 2021
$ 924,354 §$ 1,147,578
2,137,428 2,433,371
500,335 280,518
6,880 47,522
77,032 69,931
3,646,029 3,978,920
58,163 65,258
1,024,661 1,086,317
125,993 -
$ 4,854,846 $ 5,130,495
$ 42,744 § 85,608
111,120 118,578
56,412 -
21,480 -
- 15,786
231,756 220,032
69,581 -
8,689 -
310,026 220,032
1,324,568 1,193,552
2,137,428 2,433,371
1,024,661 1,086,317
4,486,657 4,713,240
58,163 197,223
4,544,820 4,910,463
$ 4,854,846 $ 5,130,495




ATLANTIC STREET CENTER

STATEMENTS OF ACTIVITIES

YEARS ENDED DECEMBER 31, 2022 AND 2021

2022 2021
Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
Public Support
Government grants and contracts $ 4,068,918 $ - $ 4,068,918 $ 3,188,240 $ - $ 3,188,240
Contributions 993,235 - 993,235 984,183 105,833 1,090,016
United Way 866,132 - 866,132 984,359 26,132 1,010,491
In-kind contributions 153,153 - 153,153 148,802 - 148,802
Special events 183,522 - 183,522 115,306 - 115,306
Net assets released from purpose restrictions 139,060 (139,060) - 219,895 (219,895) -
Total Public Support 6,404,020 (139,060) 6,264,960 5,640,785 (87,930) 5,552,855
Revenue
Investment returns (310,034) - (310,034) 82,146 - 82,146
Other income 3,725 - 3,725 9,522 - 9,522
Total Revenue (306,309) - (306,309) 91,668 - 91,668
Total Public Support and Revenue 6,097,711 (139,060) 5,958,651 5,732,453 (87,930) 5,644,523
Expenses
Program services 4,942,653 4,942,653 4,416,987 4,416,987
Management and general 883,820 883,820 1,019,384 1,019,384
Fundraising 497,821 497,821 428,895 428,895
Total Expenses 6,324,294 6,324,294 5,865,266 5,865,266
Change in Net Assets (226,583) (139,060) (365,643) (132,813) (87,930) (220,743)
Net Assets - Beginning of Year 4,713,240 197,223 4,910,463 4,846,053 285,153 5,131,206
Net Asset - End of Year $ 4,486,657 $ 58,163 $ 4,544,820 $ 4713240 $ 197,223 $ 4,910,463

See notes to financial statements. 6




ATLANTIC STREET CENTER

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2022

Salaries and wages
Payroll taxes and benefits

Client assistance

Professional fees

Occupancy

Supplies

In-kind service expense
Depreciation and amortization
Telephone

Equipment rental and maintenance
Conferences and meetings
Insurance

Printing and postage
Miscellaneous

Transportation and travel
Client and staff education

PROGRAM SERVICES SUPPORTING SERVICES
Youth and Gender- Total Management
Family Counseling Based Program and
Development Services Services Services General Fundraising Total
$ 1,253,677 $ 1,069,230 $ 387,776 $ 2,710,683 $ 535636 $ 278,021 $ 3,524,340
288,596 231,234 74,746 594,576 96,888 67,443 758,907
Total Payroll and Related Expenses 1,542,273 1,300,464 462,522 3,305,259 632,524 345,464 4,283,247
83,298 23,496 563,711 670,505 - - 670,505
72,988 160,403 16,298 249,689 53,097 20,957 323,743
99,916 65,460 455 165,831 40,907 5,625 212,363
136,029 18,326 579 154,934 9,834 6,439 171,207
- 96,093 - 96,093 57,060 - 153,153
40,159 25,283 10,586 76,028 9,330 6,466 91,824
33,821 25,908 5,412 65,141 11,348 3,014 79,503
15,428 22,548 1,503 39,479 29,967 2,981 72,427
7,976 481 - 8,457 2,085 56,115 66,657
22,609 23,779 247 46,635 7,620 2,754 57,009
4,248 10,196 3,279 17,723 1,334 35,283 54,340
201 5,293 88 5,582 26,317 10,690 42,589
12,568 11,177 6,660 30,405 1,928 54 32,387
1,307 6,517 3,068 10,892 469 1,979 13,340
Total Expenses $ 2,072,821 § 1,795,424 § 1,074,408 §$ 4,942,653 $ 883,820 $ 497,821 $ 6,324,294

See notes to financial statements.




ATLANTIC STREET CENTER

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2021

PROGRAM SERVICES

SUPPORTING SERVICES

Youth and Gender- Total
Family Counseling Based Program
Development Services Services Services

Salaries and wages $ 1,186,612 $ 1,069,565 $ 281,000 $ 2,537,177
Payroll taxes and benefits 282,574 250,850 52,019 585,443

Total Payroll and Related Expenses 1,469,186 1,320,415 333,019 3,122,620
Professional fees 97,208 139,947 10,117 247,272
Client assistance 171,874 1,514 145,738 319,126
Occupancy 84,585 57,207 2,454 144,246
Supplies 138,533 10,373 312 149,218
In-kind service expense - 91,742 - 91,742
Depreciation and amortization 41,997 28,486 9,067 79,550
Equipment rental and maintenance 22,611 28,198 1,572 52,381
Telephone 30,675 28,901 4,451 64,027
Insurance 30,828 32,422 2,005 65,255
Miscellaneous 3,212 6,664 567 10,443
Printing and postage 2,466 7,886 742 11,094
Client and staff education 21,002 5,398 - 26,400
Transportation and travel 12,439 5,355 3,177 20,971
Conferences and meetings 9,628 2,998 16 12,642

Total Expenses $ 2,136,244 $ 1,767,506 § 513,237 § 4,416,987

Management
and
General Fundraising Total

$ 563,652 $ 258,425 $ 3,359,254
112,646 65,743 763,832
676,298 324,168 4,123,086
152,080 43,400 442752
- - 319,126
26,534 4,562 175,342
8,261 1,679 159,158
57,060 - 148,802
13,220 4,961 97,731
21,224 6,219 79,824
12,107 1,602 77,736
8,722 3,754 77,731
36,218 9,275 55,936
4,775 25,204 41,073
2,535 499 29,434
280 - 21,251
70 3,572 16,284

See notes to financial statements. 8

$ 1,019,384 $ 428,895 $ 5,865,266




ATLANTIC STREET CENTER

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2022 AND 2021

2022 2021
Cash Flows from Operating Activities
Cash received from:
Government agencies $ 3,833,315 $ 3,127,345
Donors 2,083,531 2,184,110
Other revenue 3,725 9,522
Cash paid for:
Personnel (4,290,705)  (4,129,566)
Services and supplies (1,782,426)  (1,381,983)

Net Cash Used by Operating Activities (152,560) (190,572)

Cash Flows from Investing Activities

Proceeds from sale of investments 11,650 2,427,272
Purchases of investments (19,646) (2,427,272)
Purchases of property and equipment (29,168) (59,349)

Net Cash Used by Investing Activities (37,164) (59,349)

Cash Flows from Financing Activities
Repayments on financing lease obligations (33.500) -

Changes in Cash and Cash Equivalents (223,224) (249,921)
Cash and Cash Equivalents - beginning of year 1,147,578 1,397,499

Cash and Cash Equivalents - end of year $ 924354 $ 1,147,578

See notes to financial statements. 9



ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Atlantic Street Center ("ASC") is a not-for-profit organization headquartered in Seattle, Washington
that provides social services to help families and communities raise healthy, successful children and
youth through these direct services:

Early Learning Programs - ASC believes that each child's first and best teachers are their
parents. Our Early Learning Program (ParentChild+) is an evidence-based early literacy,
parenting, and school readiness model that is committed to closing the achievement gap by
providing low-income families with the skills and materials they need to prepare their children for
school and life success.

Youth Development and Education Support - These programs offer after-school activities,
violence prevention education, tutoring, summer school, support groups, classes, community
events, and access to resources for self-help and improvement for youth. Families are supported
through our Kinship Care groups, Teen Parent Program and Learn and Raise program; all three
designed to support families in raising healthy, successful children and youth while supporting
parents and caregivers.

Behavioral Health Services - ASC clients face a wide variety of personal and emotional
challenges, including anxiety, depression, bullying, stress and much more. Licensed, skilled
mental health therapists provide counseling services that strengthen participants' coping skills,
giving them the tools to achieve and maintain emotional health and well being. Counseling services
are supported by case management to help children and families identify needs, access services,
assess options, and create action plans for positive changes.

Domestic Violence Services - These programs are designed to provide advocacy and therapeutic
services to assist domestic violence survivors in navigating systems, accessing resources,
increasing independent life skills and strengthening networks necessary to achieve safety and
stability for themselves and their families.

Basis of presentation
The accompanying financial statements have been prepared using the accrual basis of accounting.
Net assets, revenues, gains and losses are classified based on the existence or absence of
donor-imposed restrictions. Accordingly, the net assets of ASC and changes therein are classified
and reported as follows:

Net Assets Without Donor Restriction are not subject to donor-imposed stipulations. Net assets
without donor restriction also include a board-designated operating reserve in place to ensure that
ASC may continue to operate smoothly if it incurs a significant unanticipated liability or a
significant loss of expected revenues, and enable ASC to invest in new programs or infrastructure
or to expand existing programs as opportunities may arise.

10



ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Assets With Donor Restriction are subject to donor- (or certain 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. Net
assets with donor restrictions are restricted for the following purposes at December 31:

022 2021
Program support for future periods $ - $ 131,965
Endowment funds (See Note E) 58,163 65,258

Total net assets with donor restrictions $ 58,163 $ 197,223

Contributions restricted by donors are reported 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 statement of activities as net
assets released from restrictions. Gifts of long-lived assets and gifts of cash restricted for the
acquisition of long-lived assets are released from restriction when the assets are placed in service.

Use of estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America (U.S. GAAP) requires management to make estimates
and assumptions that affect the 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 during the reporting period. Actual results could differ from those
estimates.

Federal income taxes
The Internal Revenue Service has determined that ASC is exempt from federal income tax as an
entity described in Internal Revenue Code Section 501(c)(3). Accordingly, no provision has been
made for federal income tax in the accompanying financial statements.

Cash and cash equivalents
For financial statement purposes, ASC considers all highly liquid instruments purchased with an
original maturity of three months or less and not held for investment purposes to be cash
equivalents. ASC held deposits at financial institutions in excess of federally insured amounts.

11



ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair value measurements
In accordance with financial accounting standards, a three-tiered hierarchy of input levels is used
for measuring fair value. Financial accounting standards defines fair value as 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. Valuation techniques utilized to determine fair value are
consistently applied. Transfers between levels in the fair value hierarchy are recognized at the end
of the reporting period. The three tiers of inputs used for fair value measurements are as follows:

Level 1: Fair values are based on quoted prices in active markets for identical assets and liabilities.

Level 2: Fair values are based on observable inputs that include: quoted market prices for similar
assets or liabilities; quoted market prices that are not in an active market; or other inputs that are
observable in the market and can be corroborated by observable market data for substantially the
full term of the assets.

Level 3: Fair values are calculated by the use of pricing models and/or discounted cash flow
methodologies, and may require significant management judgment or estimation. These
methodologies may result in a significant portion of the fair value being derived from unobservable
data.

Investments
Investments are reported at their fair values in the statement of financial position. Market risk
could occur and is dependent on the future changes in market prices of the various investments
held.

Promises to give

Unconditional promises to give that are expected to be collected within one year are recorded at
net realizable value. Unconditional promises to give that are expected to be collected in future
years are recorded at the present value of their estimated future cash flows. Promises to give are
shown net of the allowance for uncollectible amounts. The allowance for uncollectible amounts is
estimated based on management’s periodic evaluation of the ASC’s past loss experience, and
management’s analysis of specific amounts due. Promises to give were deemed fully collectible as
of December 31, 2022 and 2021.

Grants receivable
The carrying amount of grants receivable represents the amount management expects to collect
from outstanding balances.

12



ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and equipment
Property and equipment are stated at cost, or if donated, at fair value as of the donation date. ASC
capitalizes all fixed assets with a cost in excess of $1,000 and a useful life longer than one year.
Repairs and maintenance are expensed as incurred. ASC provides for depreciation using the
straight-line method over the estimated useful lives, principally 40 year for buildings, three - five
years for furniture, equipment and vehicles, and the shorter of useful life or length of lease for
leasehold improvements. Property and equipment consist of the following as of December 31:

2022 2021

Land $ 16,000 $ 16,000
Buildings and building improvements 2,095,951 2,095,951
Furniture and equipment 969,162 969,162
Vehicles 38,708 100,889
Right of use 30,169 -
Leasehold improvements 402,089 402,089

3,552,079 3,584,091
Accumulated depreciation (2,527,418)  (2,497,774)

$ 1,024,661 $ 1,086,317

Support and revenue recognition

ASC recognizes contributions when cash, securities or other assets, an unconditional promise to
give, or 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 or release, are not
recognized until the conditions on which they depend have been met. Certain of ASC's contracts
and grants are conditioned upon certain performance requirements and the incurrence of allowable
qualifying expenses. Consequently, as of December 31, 2022 and 2021, conditional contributions
and grants for which no amounts had been received in advance totaling $2,045,492 and
$2,132,690, respectively, have not been recognized in the accompanying financial statements.
When amount are received in advance of meeting the conditions, they are reported as refundable
advances until conditions are met.

A substantial portion of grants from government agencies is derived from grants and contracts
administered by various federal, state, and local government agencies. Support from these grants
and contracts is subject to audits that could result in adjustments to revenue. The adjustments are
recorded at the time that such amounts can first be reasonably determined, normally upon
notification by the government agency. During the year ended December 31, 2022 and 2021, no
such adjustments were made. As a significant portion of ASC's funding comes from governmental
agencies, the viability of ASC is dependent upon continuation of these grants.

13



ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

In-kind contributions
In-kind services are recorded at estimated fair values at the date of receipt. Donated services are
recognized if the services received (i) create or enhance nonfinancial assets or (ii) require
specialized skills, are provided by individuals possessing those skills, and would need to be
purchased if not provided by donation. During the year ended December 31, ASC received the
following in-kind donations that have been reflected in the statement of activities:

2022 2021
Professional services $ 96,093 $ 91,742
Contributed facilities (See Note F) 57,060 57,060

$§ 153,153 § 148,802

Professional services primarily represent program services provided to ASC by graduate level
interns at no charge.

Functional allocation of expenses
Expenses consist of costs related to youth and family leadership, counseling, gender-based
services, fundraising, and management and general. These costs have been summarized on a
functional basis in the statement of activities and statement of functional expenses. Where possible,
specific expenses have been charged directly to the appropriate category. Facility-related and
certain general expenses are allocated to each function based on square footage utilized by the
function or employee time, depending on the nature of the expense.

NOTE B - LIQUIDITY

ASC has a goal to maintain financial assets, which consist of cash and short- to medium-term (up to
three years) investments with the ability to be liquidated into cash to meet working capital needs. ASC
holds the majority of its cash at its current bank, approximately $923,354 and $1,146,600 as of
December 31, 2022 and 2021, respectively, to meet 90 days of normal operating expenses, which
are, on average, approximately $470,000 per month.

ASC has a policy to structure its financial assets to be available as its general expenditures, liabilities,
and other obligations come due. ASC receives significant contributions and promises to give restricted
by donors, and considers contributions restricted for programs that are ongoing, major, and central to
its annual operations to be available to meet cash needs for general expenditures.

14



ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE B - LIQUIDITY (Continued)
ASC’s financial assets available within one year of the statement of financial position date for general
expenditure were as follows at December 31:

2022 2021
Total financial assets $ 3,627,160 $ 3,974,247
Less: Endowment funds (58,163) (65,258)

$ 3,568,997 $ 3,908,989

NOTE C - FAIR VALUE MEASUREMENTS
Following is a description of the valuation methodologies used for assets measured at fair value:

Money Market Funds - Valued at cost, which approximates fair value.

Mutual and Exchange-Traded Funds - Valued at quoted market prices in active market, which
represent the net asset value (NAV) of shares held by ASC at year-end.

Equity Securities - Valued at quoted market prices in active markets.

Fixed Income Securities - Valued at the closing price reported on the active market on which the
securities are traded.

Assets carried at fair value on a recurring basis (at least annually) consist of the following as of
December 31, 2022:

Level 1 Level 2 Level 3 Total
Money market funds $ 71,076 $ -3 - $ 71,076
Mutual and exchange-traded funds 2,124,515 - - 2,124,515
Total investments at fair value $ 2,195,591 $ - 9% - $ 2,195,591

Assets carried at fair value on a recurring basis (at least annually) consist of the following as of
December 31, 2021:

Level 1 Level 2 Level 3 Total
Money market funds $ 72,645 $ -3 - $ 72,645
Mutual and exchange-traded funds 2,420,802 - - 2,420,802
Equity securities 5,182 - - 5,182

Total investments at fair value $ 2,498,629

&~
1
&

1

$ 2,498,629
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ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE D - SELF-INSURANCE

ASC has elected to self-insure employees for unemployment compensation through participation in the
501(c) Agencies Trust plan. The ultimate costs of unemployment claims are accrued as payable when
incidents occur that give rise to claims and are included in accrued expenses. The accrued amounts
represent management's estimate, including claims incurred but not reported. Unemployment claims
made are paid from ASC's account held by the 501(c) Agencies Trust. The surplus in ASC's trust
account is included in prepaid expenses and totaled $46,444 and $60,583 as of December 31, 2022
and 2021.

NOTE E - ENDOWMENT

ASC's endowment fund consists of donor-restricted funds. Per the terms of the donor-restricted
endowment fund, investment earnings generated by the fund are to be maintained within the fund until
the fund reaches a corpus of $100,000. At that time, any additional investment earnings are available
for appropriation for support of ASC's mission. As required by U.S. GAAP, net assets associated
with endowment funds are classified and reported based on the existence or absence of donor-imposed
restrictions.

ASC has reviewed the Washington State Prudent Management of Institutional Funds Act (PMIFA)
and, having considered its rights and obligations there under, has determined that it is desirable to
preserve, on a long-term basis, the fair value of the original gift as of the gift date of the
donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a result of this
determination, ASC classifies as corpus (a) the original value of gifts donated to the endowment, (b)
the original value of subsequent gifts to the endowment, and (c) accumulated earning of the
endowment in accordance with the direction of the applicable donor gift instrument.

The remaining accumulated earnings are classified as donor-restricted net assets until those amounts
are appropriated for expenditure by ASC in a manner consistent with the standard of prudence
prescribed by PMIFA. In accordance with PMIFA, ASC considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

- The duration and preservation of the fund

- The purposes of ASC and the donor-restricted endowment fund

- General economic conditions

- The possible effect of inflation and deflation

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

- The investment policies of ASC

16



ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE E - ENDOWMENT (Continued)

Once the endowment fund reaches the donor stipulated corpus amount, the Investment Subcommittee
will recommend the amount to be appropriated. The targeted amount will be approximately 4% (net
of investment management fees) of the last four years' average beginning balances. In establishing
this policy, ASC considered the long term expected return on its endowment. Accordingly, over the
long term, ASC expects the current spending policy to allow its endowment to outperform inflation on
an annualized basis by at least 1%, net of investment management fees.

In no event will an appropriation be made that will result in either (a) the total transfers since the
establishment of the fund exceeding the total return since the establishment of the fund or (b) the total
transfers within the last ten years exceeding the total return during that ten-year period.

To satisfy its long-term rate-of-return objectives, ASC relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and
current yield interest and dividends. ASC targets a diversified asset allocation that places greater
emphasis on equity-based investments to achieve its long-term return objectives within prudent risk
constraints.

Changes to endowment net assets for the year ended December 31, 2022 are as follows:

Net Assets with Donor Restrictions

Accumulated Endowment

Earnings Corpus Total
Endowment net assets, December 31, 2021 $ -9 65,257 $ 65,257
Endowment investment return - - -
Appropriated for expenditure - (7,094) (7,094)
Endowment net assets, December 31, 2022 $ -9 58,163 $ 58,163

Changes to endowment net assets for the year ended December 31, 2021 are as follows:

Net Assets with Donor Restrictions

Accumulated Endowment

Earnings Corpus Total
Endowment net assets, December 31, 2020 $ -9 66,222 $ 66,222
Endowment investment return - - -
Appropriated for expenditure - (965) (965)
Endowment net assets, December 31, 2021 $ -9 65,257 $ 65,257
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ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE F - OPERATING LEASE COMMITMENTS

ASC has operating leases for office space. Management elected to apply the short-term lease
exception under Topic 842, Leases; therefore, leases with an initial term of twelve months or less are
not recorded in the statements of financial position. Operating leases are included in Right of Use
(ROU) assets and operating lease liabilities in the statement of financial position. ROU assets
represent a right to use an underlying asset for the lease term and operating lease liabilities represent
the Organization's obligation to make lease payments arising from the lease. The discount rate
represents ASC's election of the risk-free rate. Nonlease components, such as payments required for
common area maintenance, are not included in the lease liability and are expensed as incurred.

The components of the lease costs for the years ended December 31 are as follows:

2022 2021
Operating lease costs $ 55,212 $ 54,012
Supplemental cash flow information:
Weighted-average remaining lease term 3 years
Weighted-average discount rate 3.00%

Maturities of lease liabilities are as follows for the years ending December 31:

2023 $ 56,412

2024 57,612

2025 14,478

128,502
Less present value discount (2,509)
$§ 125,993

ASC leases land from the Women’s Division of the General Board of Global Ministries of the United
Methodist Church (the Church) which includes an existing building as well as the Frank Raines
Building, which was constructed and placed into service by ASC in 2000. The 20-year lease provides
ASC with contributed use of the land and building beginning in December 1998 and expiring
December 2018. Under terms of the lease agreement, the lease was to terminate on December 31,
2018 unless renewed or further extended by ASC and the Church.

Subsequent to expiration, ASC has continued to utilize the property under the terms of the prior lease.
In November 2019, ASC was notified that it was the Church's intention to transfer the title of the
building to ASC as a contribution; however, no firm date nor agreement has yet been provided by the
Church. During the years ended December 31, 2022 and 2021, the use of these facilities was
recognized as in-kind revenue and expense on the statements of activities and of functional expenses.
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ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE G - FINANCING LEASE COMMITMENTS

ASC has financing leases for equipment. Management elected to apply the short-term lease exception
under Topic 842, Leases; therefore, leases with an initial term of twelve months or less are not
recorded in the statements of financial position. Financing leases are included in property and
equipment and financing lease liabilities in the statement of financial position. The lease assets
represent a right to use an underlying asset for the lease term and financing lease liabilities represent
the Organization's obligation to make lease payments arising from the lease. The discount rate
represents ASC's election of the risk-free rate. Nonlease components, such as payments required for
common area maintenance, are not included in the lease liability and are expensed as incurred.

The components of the lease costs for the years ended December 31 are as follows:

2022 2021
Financing lease costs $ 21,480 $ 21,480
Supplemental cash flow information:
Weighted-average remaining lease term 2 years
Weighted-average discount rate 3.00%

Maturities of lease liabilities are as follows for the years ending December 31:

2023 $ 21,480
2024 8,950
30,430
Less present value discount (261)
$ 30,169

NOTE H - RETIREMENT PLAN

ASC sponsors a defined contribution service benefit plan (the Plan) covering substantially all of its
permanent employees. ASC contributes 10% of each participant’s compensation to the Plan annually.
Total service benefit expense was $167,510 and $157,490 for the years ended December 31, 2022
and 2021. ASC also sponsors a tax-deferred annuity plan to which employees may contribute through
payroll deductions.

NOTE I - RISKS AND UNCERTAINTIES

The COVID-19 outbreak in the United States has caused business disruption through mandated and
voluntary closings of all nonessential businesses. While the disruption is currently expected to be
temporary, there is considerable uncertainty around the duration of the closure. Therefore, the related
financial impact and duration cannot be reasonably estimated at this time.

19



ATLANTIC STREET CENTER
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE J - SUBSEQUENT EVENTS

Management has evaluated events occurring subsequent to December 31, 2022 through May 24,
2023, which is the date the financial statements were available to be issued and has recognized in the
financial statements the effects of all subsequent events that provide additional evidence about
conditions that existed at December 31, 2022, including the estimates inherent in the processing of
financial statements.
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INDEPENDENT AUDITOR'S REPORT
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Atlantic Street Center
Seattle, Washington

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Atlantic Street
Center, which comprise the statements of financial position as of December 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, and have issued our report thereon dated May 24, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Atlantic Street
Center's internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Atlantic Street
Center’s internal control. Accordingly, we do not express an opinion on the effectiveness of Atlantic
Street Center’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Atlantic Street Center's financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
Atlantic Street Center’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Atlantic Street
Center’s internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

%MW ¢ Co PhLe

Jacobson Jarvis & Co, PLLC
Seattle, Washington
May 24, 2023

23

JACOBSON JARVIS

CERTIFIED PUBLIC ACCOUNTANTS



