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Independent Auditor’s Report

To The Board of Directors,
Overtown Youth Center, Inc., and Affiliates
Miami, Florida

Opinion

We have audited the consolidated financial statements of Overtown Youth Center, Inc., and
Affiliates (the Organization or OYC) (a nonprofit organization), which comprise the consolidated
statements of financial position as of June 30, 2022 and 2021, and the related consolidated
statements of activities, functional expenses and cash flows for the years then ended, and the
related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of Overtown Youth Center, Inc., and Affiliates, as of June 30, 2022
and 2021 and the results of its operations 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 (GAAS) 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 the Organization 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 consolidated 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 consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

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

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 GAAS 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 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 consolidated financial statements.

In performing an audit in accordance with GAAS, we:

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

o Identify and assess the risks of material misstatement of the consolidated 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 consolidated 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 the Organization’s 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 consolidated financial statements.

o Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Organization’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.
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Other Matters
Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 28, 2023 on our consideration of OYC’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements, and other matters. The purpose of that report is 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 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 OYC’s internal control over financial reporting and compliance.

5D0 LSR, LLP

Miami, Florida
February 28, 2023
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Overtown Youth Center, Inc. and Affiliates

Consolidated Statements of Financial Position

As of June 30, 2022 2021
Assets
Cash and cash equivalents $ 3,941,029 S 2,685,571
Restricted cash - dinner program 673,701 630,579
Restricted cash - scholarships 30,229 30,412
Restricted cash - capital project and reserves 5,384,747 14,613,612
Accounts receivable 537,828 378,175
Other assets 262,396 30,360
Investments 3,389,256 3,986,011
Pledges receivable, net 2,654,576 3,068,468
New Market Tax Credit (NMTC) notes receivable 12,532,900 12,532,900
Property and equipment, net 15,642,175 6,894,875
Total Assets 45,048,837 44,850,963
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses 1,550,000 1,683,135
Loan payable 1,250,000 2,500,000
NMTC notes payable, net of debt issuance costs 17,536,023 17,511,524
Total Liabilities 20,336,023 21,694,659
Net Assets

Without Donor Restrictions 6,549,558 5,791,136

With Donor Restrictions 18,163,256 17,365,168
Total Net Assets 24,712,814 23,156,304
Total Liabilities and Net Assets S 45,048,837 S 44,850,963

The accompanying notes are an integral part of these financial statements.



Overtown Youth Center, Inc. and Affiliates

Consolidated Statements of Activities

For the Years Ended June 30, 2022 2021
Changes in Net Assets Without Donor Restrictions:
Support and Revenue
Grants 3,137,512 S 1,995,849
Contributions 3,121,087 2,801,547
Special events 200 66,850
In-kind contributions 228,462 334,512
Gain from Paycheck Protection Program loan forgiveness - 396,900
Investment (loss) income, net (499,277) 348,707
Other income 269,602 -
Net assets released from restrictions 57,052 75,294
Total Support And Revenue 6,314,638 6,019,659
Expenses
Program Services 4,670,413 3,383,796
Supporting Services:
Management and general 605,326 479,578
Fundraising 280,477 210,052
Total Expenses 5,556,216 4,073,426
Increase In Net Assets Without Donor Restrictions 758,422 1,946,233
Changes In Net Assets With Donor Restrictions:
Contributions 953,001 2,093,008
Investment (loss) income, net (97,861) 123,242
Net assets released from restrictions (57,052) (75,294)
Increase In Net Assets With Donor Restrictions 798,088 2,140,956
Increase In Net Assets 1,556,510 4,087,189
Net Assets, Beginning Of Year 23,156,304 19,069,115
Net Assets, End Of Year 24,712,814 S 23,156,304

The accompanying notes are an integral part of these financial statements.



Overtown Youth Center, Inc. and Affiliates

Consolidated Statements of Functional Expenses

For the Years Ended June 30, Program Supporting Services
Management

Functions Programs and General Fundraising Total 2022
Payroll and related expenses S 2,894,062 S 326,335 S 163,598 $ 3,383,995
NMTC fees - 64,871 - 64,871
Occupancy (including in-kind of $48,000) 56,215 - - 56,215
Office expenses (including in-kind of $18,575) 304,982 53,791 34 358,807
Telephone 11,081 10,181 - 21,262
Travel and transportation 45,424 9,227 - 54,651
Interest - 35,867 - 35,867
Postage and shipping 345 1,879 - 2,224
Printing and publications - - 4,109 4,109
Insurance 122,869 34,030 - 156,899
Licenses and permits 852 213 - 1,065
Professional fees 45,410 21,723 - 67,133
Field trips 40,800 - - 40,800
Student services 606,727 - - 606,727
Food (in-kind) 12,150 - - 12,150
Program goods (in-kind) 106,200 - - 106,200
Depreciation and amortization 21,565 - - 21,565
Equipment rental 111,542 25,891 1,994 139,427
Fees and memberships - 9,451 - 9,451
Other (including in-kind of $43,537) 290,189 11,867 110,742 412,798
Total Expenses $ 4,670,413 $ 605,326 $ 280,477 S 5,556,216

The accompanying notes are an integral part of these financial statements.



Overtown Youth Center, Inc. and Affiliates

Consolidated Statements of Functional Expenses

For the Year Ended June 30, 2021 Program Supporting Services
Management

Functions Programs and General Fundraising Total 2021
Payroll and related expenses S 2,083,357 S 293,385 $ 136,809 S 2,513,551
NMTC Fees - 15,972 - 15,972
Occupancy (including in-kind of $15,295) 67,287 22,359 18,878 108,524
Information and technology 32,724 7,426 391 40,541
Office expenses (including in-kind of $8,500) 124,238 17,745 63 142,046
Telephone 24,064 8,967 - 33,031
Travel and transportation 24,724 7,397 - 32,121
Interest - 50,158 - 50,158
Postage and shipping 265 1,427 - 1,692
Printing and publications - - 1,236 1,236
Insurance 82,327 22,784 2,926 108,037
Licenses and permits 823 312 106 1,241
Professional fees 54,494 12,523 - 67,017
Field trips 16,741 - - 16,741
Student services 325,784 - - 325,784
Scholarships 50,260 - - 50,260
Special events and community events 25,297 - 17,455 42,752
In-kind expenses 250,137 - - 250,137
Depreciation and amortization 24,313 - - 24,313
Equipment rental 20,012 - - 20,012
Fees and memberships - 5,561 - 5,561
Advertising and promotion 9,959 - 14,939 24,898
Other (including in-kind of $60,580) 166,990 13,562 17,249 197,801
Total Expenses S 3,383,796 S 479,578 $ 210,052 $ 4,073,426

The accompanying notes are an integral part of these financial statements.
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Overtown Youth Center, Inc. and Affiliates

Consolidated Statements of Cash Flows

For the Years Ended June 30, 2022 2021
Cash Flows from Operating Activities:
Change in net assets $ 1,556,510 S 4,087,189
Adjustments to reconcile change in net assets to
Net cash provided by operating activities:
Depreciation and amortization 21,565 24,313
Amortization of deferred debt issuance costs 24,499 12,250
Non-cash stock contributions (501,298) (492,708)
Amortization of discount on pledges receivable (61,108) (102,852)
Gain from Paycheck Protection Program loan forgiveness - (396,900)
Donor restricted contributions for capital campaign 853,000 (1,792,709)
Unrealized loss (gain) on investments 693,992 (363,293)
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (159,653) 12,723
(Decrease) increase in other assets (232,036) 208,063
Decrease in accounts payable and accrued expenses (1,191,490) (24,115)
Total Adjustments (552,529) (2,915,228)
Net Cash Provided by Operating Activities 1,003,981 1,171,961
Cash Flows from Investing Activities:
Purchases of property and equipment (7,710,510) (4,125,868)
Proceeds from sales of investments 3,366,444 499,999
Purchases of investments (2,962,383) (120,065)
Net Cash Provided by Investing Activities (7,306,449) (3,745,934)
Cash Flows from Financing Activities:
Proceeds from loan payable - 4,000,000
Repayment of loan payable (1,250,000) (1,500,000)
Proceeds from NMTC notes payable - 17,499,274
Donor restricted contributions for capital campaign (853,000) 1,792,709
Issuance of NMTC notes receivable - (12,532,900)
Collections of capital campaign pledges receivable 475,000 1,400,000
Net Cash (Used in) Provided by Financing Activities (1,628,000) 10,659,083
Net (Decrease) Increase in Cash, Cash Equivalents and Restricted Cash (7,930,468) 8,085,110
Cash, Cash Equivalents and Restricted Cash, beginning of year 17,960,174 9,875,064

Cash, Cash Equivalents and Restricted Cash, end of year

$ 10,029,706

$ 17,960,174

The accompanying notes are an integral part of these financial statements
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Overtown Youth Center, Inc. and Affiliates

Consolidated Statements of Cash Flows

For the Years Ended June 30, 2022 2021
Supplemental Disclosures Of Non-Cash Activity:

Noncash Operating and Investing Activity:
Purchase of property and equipment recored as
accounts payable $ 1,058,355 S 1,326,506

Noncash Investing Activity:
In-kind stock contributions S 501,298 S 492,708

Noncash Financing Activity:
Forgiveness of Paycheck Protection Loan S - S 396,900

The accompanying notes are an integral part of these financial statements.
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Overtown Youth Center, Inc. and Affiliates

Notes to Financial Statements

1. Nature Of Activities

The Overtown Youth Center, Inc. (Overtown) is a non-profit charitable organization established and
incorporated in the State of Florida in February 2001, as a 501(c)(3) organization. Overtown is an
inner-city youth development center in Miami, Florida established for the purpose of helping to
improve the lives of at-risk youth in South Florida as well as to give children and families of Overtown
a place that instills a sense of pride through education enhancement activities, team sports,
employability skills and diverse exposure opportunities. The major program activities include
educational enrichment, recreational activities, tutoring services and prevention initiatives for
drugs, crime and violence.

Prior to November 30, 2019, Overtown was an affiliate of Mourning Family Foundation, Inc. (MFF),
a non-profit organization established and incorporated in the State of Florida in March 2001, as a
501(c)(3) organization. MFF’s mission is to encourage the educational development of youth by
creating programs and youth enrichment centers that promote positive change in low socioeconomic
communities. The major programs established include Zo’s Winter Groove and other youth program
events and activities in and outside the South Florida area. During the year ended June 30, 2018,
MFF began a capital campaign for the renovation and expansion of the facilities of Overtown and
expects to complete the project by February 2023.

Prior to November 30, 2019, Overtown was also related to Honey Shine, Inc. (HS), a non-profit
organization established and incorporated in the State of Florida in September 2010, as a 501(c)(3)
organization. HS’s mission is to encourage the balance of mind, body, and soul in girls and young
women by providing nurturing experiences that enlighten their paths and empower their futures.
Overtown and HS were founded by the same family.

On November 30, 2019, Overtown acquired MFF and HS when the Board of Directors for the three
organizations merged in an effort to operate more efficiently, leverage programmatic resources and
create more consistency across the organizations. Prior to this, the organizations had separate
boards and management. Overtown has majority control in the new collaborative board. Accounting
principles generally accepted in the United States of America (U.S. GAAP) require the consolidation
of entities under common control, with the entity with majority control as the reporting entity.
Overtown did not pay any consideration in this transaction. Instead, it received all the assets and
liabilities of MFF and HS as of the acquisition date, resulting in an inherent contribution of
$7,394,357 reported on the consolidated statement of activities for the year ended June 30, 2020.
MFF and HS continue to be separate legal entities as of June 30, 2022 and 2021. The entities share
key functional areas such as Executive Management, Human Resources and Finance.

During the year ended June 30, 2020, Overtown established OYC Property Holdings, Inc. (Holdings)
to facilitate financing in arrangements structured under the New Market Tax Credit (NMTC) program.
This program, enacted by Congress as part of the Community Renewal Relief Act of 2000, permits
individual and corporate taxpayers to receive credit against federal and state income taxes for
making Quality Equity Investment (QEIl) loans in qualified community development entities (CDE).
The NMTC transaction was effectuated during the year ended June 30, 2021(Note 11).

OYC Property Holdings is a non-profit charitable organization established and incorporated in the
State of Florida in February 2020, as a 501(c)(3) organization.

Overtown, MFF, HS and Holdings are collectively referred to as OYC or the Organizations.
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Overtown Youth Center, Inc. and Affiliates

Notes to Financial Statements

2. Summary Of Significant Accounting Policies
Basis of Consolidation

The consolidated financial statements reflect the consolidated financial position and results of
operations and cash flows of Overtown, MFF, HS and Holdings. All intercompany transactions and
balances have been eliminated upon consolidation.

Basis of Presentation

The consolidated financial statements of OYC are prepared on the accrual basis of accounting in
accordance with U.S. GAAP. Assets are presented in the accompanying consolidated statements of
financial position according to their nearness of their conversion to cash and liabilities according to
their nearness of their maturity and resulting use of cash. Net assets, revenues, gains and losses are
classified into two classes of net assets based on the existence or absence of donor-imposed
restrictions.

Accordingly, net assets of OYC and changes therein are classified and reported as follows:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed restrictions
and may be expended for any purpose in performing the primary objectives of the organization.
These net assets may be used at the discretion of OYC’s management and the Board of Directors.

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors and
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by actions
of OYC or by the passage of time. Other donor restrictions are perpetual in nature, where the donor
has stipulated the funds be maintained in perpetuity. Donor restricted contributions are reported
as increases in net assets with donor restrictions. When a restriction expires, net assets are
reclassified from net assets with donor restrictions to net assets without donor restrictions in the
consolidated statement of activities.

Use of Estimates

The presentation of consolidated financial statements in conformity with U.S. GAAP 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 consolidated financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Income Taxes

The Organizations are exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code (the Code) as charitable organizations whereby only unrelated business income, as
defined by Section 509(a)(1) of the Code, is subject to federal income tax and under similar
provisions of the Florida Statutes. The Organizations currently have no unrelated business income.
Accordingly, no provision for income taxes has been recorded as of June 30, 2022 and 2021.
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Overtown Youth Center, Inc. and Affiliates

Notes to Financial Statements

The Organizations recognize and measure tax positions based on their technical merit and assesses
the likelihood that the positions will be sustained upon examination based on the facts,
circumstances and information available at the end of each period. Interest and penalties on tax
liabilities, if any, would be recorded in interest expense and other non-interest expense,
respectively. No uncertain tax positions were identified by the Organizations as of June 30, 2022
and 2021.

The U.S. federal jurisdiction is the major tax jurisdiction where the Organizations file income tax
returns. Overtown, MFF and HS are generally no longer subject to U.S. Federal or State examinations
by tax authorities for fiscal years before 2019. All years since inception are open for examination
by U.S. Federal tax authorities for Holdings.

Cash, Cash Equivalents and Restricted Cash

Cash and cash equivalents include cash held in checking and money market accounts with original
maturities of three months or less. During the year ended June 30, 2022, OYC established restricted
cash reserve accounts with closing proceeds from the NMTC transaction. The cash in these accounts
is restricted to use for payment of NMTC fees (Note 11) and is shown within the line item Restricted
cash - capital project and reserves on the accompanying consolidated statements of financial
position. QYC also maintains restricted cash accounts with amounts received in connection with
certain programs, such as the capital campaign project. Cash received from donors restricted as to
purpose or time is considered restricted cash.

Total cash, cash equivalents, and restricted cash shown in the consolidated statements of cash flows
includes cash and cash equivalents of $3,941,029 and $2,685,571 at June 30, 2022 and 2021,
respectively, and restricted cash of $6,088,677 and $15,274,603, at June 30, 2022 and 2021,
respectively, as reported in the consolidated statements of financial position.

Accounts Receivable

Accounts receivable include amounts due for program services and are primarily related to grants
and contracts with government agencies. The allowance for doubtful accounts is OYC’s best
estimate of the amount of probable credit losses in OYC’s existing accounts receivable. OYC
determines the allowance based on a review of individual receivables for collectability. Account
balances are charged off against the allowance after all means of collection have been exhausted
and the potential for collection is considered remote.

Investments

OYC reports its investments in marketable securities with readily determinable fair values and all
investments in debt securities at fair value in the consolidated statements of financial position.

Investment gains and losses (including realized and unrealized gains and losses on investments,
interest and dividends) are included in the accompanying consolidated statements of activities as
increases or decreases in net assets without donor restrictions unless income or loss is restricted by
donor or law. Investment fees are reported net of investment income.
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Overtown Youth Center, Inc. and Affiliates

Notes to Financial Statements

Pledges Receivable, Net

Pledges receivable represent unconditional promises to give that have been made by donors but are
unpaid as of the fiscal year-end and consist primarily of unconditional pledges from individuals,
corporations, and foundations. Donors' promises to give cash and other assets that are conditional
are not recognized until the conditions on which they depend are substantially met. Pledges
receivable, net represent uncollected promises and are stated at the estimated net present value
of the future cash flows using a rate of return appropriate for the expected term of the promise to
give at the time initially recognized. The interest rate used in computing the discount of the
estimated future cash flows is 6%. All pledges are designated by the donors for the capital campaign
project. No allowance was deemed necessary by management at June 30, 2022 and 2021.

Three and four donors account for 87% and 96% of pledges receivable as of June 30, 2022 and 2021,
respectively. There were no conditional promises to give as of June 30, 2022 and 2021.

Property and Equipment, Net

Property and equipment is stated at cost at date of acquisition or fair value at date of donation in
the case of gifts, less accumulated depreciation. Maintenance and repairs are charged to expense
as incurred; significant renewals and betterments are capitalized. Construction in progress
represents design and architectural costs incurred for the OYC building expansion (Note 1).
Construction in progress is not depreciated until put into service. OYC’s policy is to capitalize all
property and equipment expenditures greater than $1,000.

Depreciation and amortization is computed on a straight-line basis over the estimated useful lives
of the related assets, as follows:

Assets Useful Life
Automobiles 5 years
Computers and software 3 years
Furniture and fixtures 7 years

The carrying value of long-lived assets is reviewed if the facts and circumstances, such as significant
declines in revenues, earnings or cash flows or material adverse changes in the operating climate,
indicate that they may be impaired. If any impairment in the value of the long-lived assets is
indicated, the carrying value of the long-lived assets is adjusted to reflect such impairment based
on the fair value of the impaired assets or an estimate of fair value based on discounted cash flows.
Management determined that there was no impairment of long-lived assets during the years ended
June 30, 2022 and 2021.

Revenue Recognition

Transfers of cash or other assets or settlement of liabilities that are both voluntary and
nonreciprocal are recognized as contributions. Contributions may either be conditional or
unconditional. A contribution is considered conditional when the donor imposes both a barrier and
a right of return. Conditional contributions are recognized as revenue on the date all donor-imposed
barriers are overcome or explicitly waived by the donor. Barriers may include specific and
measurable outcomes, limitations on the performance of an activity and other stipulations related
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Overtown Youth Center, Inc. and Affiliates

Notes to Financial Statements

to the contribution. A donor has a right of return of any assets transferred or a right of release of
its obligation to transfer any assets in the event OYC fails to overcome one or more barriers. Assets
received before the barrier is overcome are accounted for as refundable advances.

Unconditional contributions may or may not be subject to donor-imposed restrictions. Donor-
imposed restrictions limit the use of the donated assets but are less specific than donor-imposed
conditions. Contributions received are measured at their fair values and are reported as an increase
in net assets. Unconditional promises are recognized at the estimated present value of the future
cash flows using a risk-free rate. OYC reports gifts of cash and other assets as restricted support if
they are received with donor stipulations about the use of the donated assets, or if they are
designated as support for future periods.

When a donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, net assets with donor restrictions are reclassified to net assets without
donor restrictions and reported in the consolidated statement of activities as Net assets released
from restrictions. Donor-restricted contributions whose restrictions are met in the same reporting
period in which received are reported as net assets without donor restrictions. OYC received
donations from several sources including private individuals, corporations and private foundations.

Revenues from grants are recorded based upon terms of the grants agreement which generally
provide that revenue is earned when the allowable costs of the specific grant provisions have been
incurred or the allowable services are provided to program participants. The amounts received
under these grants and contracts are considered contributions and are designated for specific
purposes by the granting agencies and conditional upon the incurrence of allowable qualifying
expenses.

For exchange transactions, OYC applies Accounting Standards Codification 606, Revenue from
Contracts with Customers (Topic 606). Under Topic 606, revenue is recognized when a customer
obtains control of promised goods or services in the amount that reflects consideration the entity is
entitled to receive in exchange for those goods or services.

Overtown conducts special events in which a portion of the gross proceeds paid by the participant
represents payment for the direct cost of the benefits received by the participant at the event—
the exchange component, and a portion represents a contribution to Overtown. Unless a verifiable
objective means exists to demonstrate otherwise, the fair value of meals and entertainment
provided at special events is measured at the actual cost to Overtown. The contribution component
is the excess of the gross proceeds over the fair value of the direct donor benefit.

In-kind Revenue and Expense

Donated items are reflected as support in the consolidated financial statements at their fair market
values at date of receipt. Donated services are recognized as contributions if the services (a) create
or enhance nonfinancial assets or (b) require specialized skills, are performed by people with those
skills, and would otherwise be purchased by OYC. Volunteers also provided services throughout the
year that are not recognized as contributions in the consolidated financial statements since the
recognition criteria were not met. In addition, OYC has a property lease agreement with the City of
Miami (Note 14).
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Overtown Youth Center, Inc. and Affiliates

Notes to Financial Statements

Functional Allocation of Expenses

The costs of providing the various programs and activities have been summarized on a functional
basis in the consolidated statements of activities. Certain administrative personnel perform duties
which include both program and support functions. The expenses associated with these personnel
are allocated based on the estimated hours devoted to each function. Other common administrative
expenses are allocated based on the estimated utilization by the respective function. Accordingly,
certain costs have been allocated among the programs and supporting services benefited.

Adopted Accounting Pronouncement
Contributed Nonfinancial Assets

In September 2020, the Financial Accounting Standards Board (FASB) issued an accounting standard
update which amends guidance for not-for-profit entities that receive contributed nonfinancial
assets. The update requires not-for-profits to present contributed nonfinancial assets as a separate
line item in the consolidated statement of activities, and to disclose information regarding each
type of contributed nonfinancial asset. The update is to be applied on a retrospective basis and is
effective for annual reporting periods beginning after June 15, 2021, and for interim reporting
periods beginning after June 15, 2022. OYC adopted the pronouncement during the year on a
retrospective method on July 1, 2021. As a result of the adoption, the Organization segregated
contribution of nonfinancial assets on the consolidated statements of activities and added a related
disclosure.

Recent Accounting Pronouncements
Lease Accounting

In February 2016, the FASB issued an accounting standard update which amends existing lease
guidance. The update requires lessees to recognize a right-of-use asset and related lease liability
for many operating leases now currently off-balance sheet under current U.S. GAAP. Also, the FASB
has issued amendments to the update with practical expedients related to land easements and
lessor accounting. OYC does not anticipate the update having a material effect on its results of
operations or cash flows, though such an effect is possible. OYC is currently evaluating the effect
the update will have on its consolidated financial statements.

The update originally required transition to the new lease guidance using a modified retrospective
approach which would reflect the application of the update as of the beginning of the earliest
comparative period presented. A subsequent amendment to the update provides an optional
transition method that allows entities to initially apply the new lease guidance with a cumulative-
effect adjustment to the opening balance of equity in the period of adoption. If this optional
transition method is elected, after the adoption of the new lease guidance, OYC’s presentation in
the consolidated financial statements will continue to be in accordance with current lease
accounting. OYC is evaluating the method of adoption it will elect. The update is effective for fiscal
years beginning after December 15, 2021, and for interim periods within fiscal years beginning after
December 15, 2022, with early adoption permitted.
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Reference Rate Reform

In March 2020, the FASB issued an accounting standard update to provide guidance related to
recognizing the effects of reference rate reform on financial reporting. The update applies to all
entities that have contracts, hedging relationships, or other transactions that reference LIBOR or
another reference rate expected to be discontinued. Entities may elect to apply the update
prospectively through December 31, 2022. In December 2022 FASB issued accounting standards
update 2022-06 to defer the sunset date from December 31, 2022 to December 31, 2024. OYC is
currently evaluating the potential accounting, transition, and disclosure effects the update will have
on its consolidated financial statements.

3. Liquidity Management and Availability of Resources

OYC maintains a policy of structuring its financials assets to be available as its general expenditures,
liabilities and other obligations come due. In managing its liquidity needs, OYC monitors and
maintains a cash float to cover general operating expenditures and operates on a strict budget.
Additionally, OYC has a line of credit available with total borrowing capacity of $150,000, which
can be used to meet general expenditures (Note 13).
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The summary below reflects OYC’s consolidated financial assets available within one year as of June
30, 2022 and 2021, reduced by amounts that are not available for general use due to contractual or

donor-imposed restrictions.

As of June 30, 2022 2021
Cash and cash equivalents 3,941,029 $ 2,685,571

Restricted cash - dinner program 673,701 630,579
Restricted cash - scholarships 30,229 30,412
Restricted cash - capital campaign 5,384,747 14,613,612
Accounts receivable 537,828 378,175
Investments 3,389,256 3,986,011

Pledges receivable, net 2,654,576 3,068,468
Total Financial Assets 16,611,366 25,392,828
Less: amounts not available to be used within one year

Restricted cash for capital project 5,384,747 14,613,612

Other restriced scholarships 17,760 17,760

Restricted cash for scholarships and dinner program 703,930 660,991

Perpetual endowment 670,000 670,000

Accumulated earnings on endowment 393,781 491,642

Pledge receivables, net 2,654,576 3,068,468

Total Financial Assets Not Available to be Used Within One Year 9,824,794 19,522,473

Financial assets available to meet general expenditures

within one year 6,786,572 $ 5,870,355

The notes receivable for the NMTC are excluded from financial assets above as they will not be

converted to cash in the next year.

4. Accounts Receivable

Accounts receivable of approximately $538,000 and $378,000 at June 30, 2022 and 2021,
respectively, are primarily from grantors. No allowance was deemed necessary as all amounts were
collected subsequent to the year ended June 30, 2022 and 2021.
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5. Pledges Receivable, Net
Pledges receivable, net, consists of the following at June 30:

As of June 30, 2022 2021

Pledges due in:

Less than one year $ 2,050,000 S 2,050,000
One to five years 600,000 1,075,000
Over five years 100,000 100,000
2,750,000 3,225,000

Less: Discount on long-term pledges (95,424) (156,532)
Pledges Receivable, net $ 2,654,576 S 3,068,468

The following represents the expected payment schedule of pledges receivable as of June 30, 2022:

Years Amount
2023 ) 2,050,000
2024 200,000
2025 200,000
2026 100,000
2027 100,000
Thereafter 100,000
$ 2,750,000

6. Investments

For the years ended June 30, 2022 and 2021, investments consist of net assets with and without
donor restrictions. Investments are presented in the consolidated financial statements at their fair
market values and consist of the following at June 30:

As of June 30, 2022 2021
Cash and cash equivalents S 226,393 S 75,947
Fixed income 798,491 2,049,431
Equity securities 2,364,372 1,860,633
$ 3,389,256 S 3,986,011
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The following schedules summarize the investment income, net of fees and its classification in the

consolidated statements of activities.

Without Donor With Donor
Year Ended June 30, 2022 Restrictions Restrictions Total
Net unrealized gains S (579,375) S (114,617) S (693,992)
Interest, dividends and realized income, net of fees 80,098 16,756 96,854
Total Investment Income, net $ (499,277) $  (97,861) $ (597,138)
Without Donor With Donor
Year Ended June 30, 2021 Restrictions Restrictions Total
Net unrealized gains S 268,998 S 94,295 S 363,293
Interest, dividends and realized income, net of fees 79,709 28,947 108,656
Total Investment Income, net S 348,707 S 123,242 S 471,949

7. Fair Value Measurements

The FASB Accounting Standards Codification (ASC) 820, Fair Value Measurements and Disclosures,
provides the framework for measuring fair value. That framework provides a fair value hierarchy
that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(Level 1) and the lowest priority to unobservable inputs (Level 3).

The three levels of the fair value hierarchy under the FASB ASC are described as follows:

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the University has the ability to access.

Level 2: Inputs to the valuation methodology include:
e quoted prices for similar assets or liabilities in active markets;
e quoted prices for identical or similar assets or liabilities in inactive markets;
e inputs other than quoted prices that are observable for the asset or liability;
e inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for
substantially the full term of the asset or liability.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.
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The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation techniques
used need to maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at June 30, 2022 and 2021.

Fixed income securities are valued at the closing price reported in the active market in which the
individual securities are traded.

Equity securities are valued at the closing price reported in the active market in which the individual
securities are traded.

The carrying amount of all financial assets and liabilities (except long term pledges receivables and
the NMTC assets/liabilities) approximates fair value because of their short-term nature or market
rates.

The preceding methods described may produce a fair value calculation that may not be indicative
of net realizable value or reflective of future fair values. Furthermore, although OYC believes its
valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different fair value measurement at the reporting date.

The following table represents OYC’s financial instruments measured at fair value on a recurring
basis at June 30, 2022 for each of the fair value hierarchy levels:

Fair Value Measurement at Reporting Date Using:

Quoted Prices

In Active Significant Other  Significant Other
Markets for Observable Unobservable
Fair Value Identical Assets Inputs Inputs

Description 6/30/2022 (Level 1) (Level 2) (Level 3)
Assets:
Fixed income securities

Domestic corporate Bonds S 798,491 § 798,491 § - S
Equity securities

Domestic equities 2,364,372 2,364,372

S 3,162,863 $ 3,162,863 § - ) -
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The following table represents OYC’s financial instruments measured at fair value on a recurring
basis at June 30, 2021 for each of the fair value hierarchy levels:

Fair Value Measurement at Reporting Date Using:

Quoted Prices

In Active Significant Other  Significant Other
Markets for Observable Unobservable
Fair Value Identical Assets Inputs Inputs

Description 6/30/2021 (Level 1) (Level 2) (Level 3)
Assets:
Fixed income securities

Domestic corporate Bonds S 2,049,431 § 2,049,431 § - S
Equity securities

Domestic equities 1,860,633 1,860,633

$ 3,910,064 $ 3,910,064 § - S -

8. Property and Equipment, Net

Property and equipment, net, consists of the following at June 30:

As on June 30, 2022 2021
Automobiles $ 127,814 ) 127,814
Computers and software 48,850 62,950
Furniture and fixtures 33,480 83,173
Construction in progress 15,608,077 6,839,212
15,818,221 7,113,149

Less: accumulated depreciation and amortization (176,046) (218,274)
$ 15,642,175 S 6,894,875

Depreciation and amortization expense was $21,565 and $24,313 for the years ended June 30, 2022
and 2021, respectively. Interest expense capitalized into Construction in progress was
approximately $38,000 and $61,000 for the year ended June 30, 2022 and 2021, respectively.

Construction in progress of $15,608,077 and $6,839,212 as of June 30, 2022 and 2021, respectively,
relates to planning and construction of the new OYC facility. The estimated remaining cost to
complete is approximately $3,734,000 as of June 30, 2022. The remaining commitment to the main
general contractor is disclosed in Note 18.
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9. Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses consist of the following at June 30:

As of June 30, 2022 2021
Payroll and vacation $ 188,517 S 119,445
Scholarships 150,636 174,279
Professional fees 39,000 37,000
Construction related payables, including accumulated retainage 1,058,355 1,326,506
Accounts payable and other 113,492 25,905

$ 1,550,000 S 1,683,135

10. Paycheck Protection Program

During the year ended June 30, 2020, the Overtown and HS applied for, and received, funds under
the United States Business Administration (SBA) Paycheck Protection Program (PPP) in the amounts
of $360,000 and $36,900, respectively. The application for these funds required Overtown and HS
to, in good faith, certify that the current economic uncertainty made the loan request necessary to
support their ongoing operations. This certification further required them to take into account its
current business activity and its ability to access other sources of liquidity sufficient to support
ongoing operations in a manner that is not significantly detrimental to the business.

The receipt of these funds, and the forgiveness of the loan attendant to these funds, was dependent
on Overtown and HS having initially qualified for the loan and qualifying for the forgiveness of such
loan based on its future adherence to the forgiveness criteria. Funds are eligible for forgiveness to
the extent that they are used to cover certain payroll, rent and utility costs and if Overtown and HS
retain employees during a specified period of time.

The SBA has stated that all PPP loans in excess of $2 million, and other PPP loans as appropriate,
will be subject to review by the SBA for compliance with program requirements. If the SBA
determines in the course of its review that a borrower lacked an adequate basis for the required
certification concerning the necessity of the loan request or the subsequent use of loan proceeds,
the SBA will seek repayment of the PPP loan, including interest and potential penalties.

Overtown and HS received formal forgiveness from the SBA for the full loan amounts during the year
ended June 30, 2021.
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11. NMTC - Notes Receivable and Notes Payable
NMTC notes receivables are comprised of the following at June 30:

Overtown Youth Center, Inc. 2022 2021

USBCDC Investment Fund 300, LLC with interest accruing at an annual

rate of 1%. Interest-only quarterly payments are due through July 2027

(Compliance Period) and then principal and interest payments of

$145,357 due quarterly through maturity in July 2050. S 2,973,400 S§ 2,973,400

TNT-Overtown NMTC Fnd, LLC with interest accruing at an annual rate of

1%. Interest-only quarterly payments are due through July 2027

(Compliance Period) and then principal and interest payments of $582,958

due quarterly through maturity in July 2050. 9,559,500 9,559,500

$ 12,532,900 $ 12,532,900

In order to fund the NMTC notes receivable, Overtown obtained a bridge loan from a financial
institution of $4,000,000 (Note 12), and also received contributions from related parties of
$8,000,000. In addition, to fund the pay down on the bridge loan during the year, Overtown received
an additional approximately $1.25 million from related parties. These related party transactions are
eliminated upon consolidation. Interest income received by Overtown from the notes receivable
was $125,329 and $62,316 during the year ended June 30, 2022 and 2021, respectively, and was
eliminated upon consolidation.

NMTC notes payable are comprised of the following at June 30:

OYC Property Holdings, Inc. 2022 2021

CSDP Subsidiary CDE 13, LLC

Loan A - 1 S 500,000 $ 500,000
Loan A - 2 2,473,400 2,473,400
Loan B 946,600 946,600
FCNMF 31, LLC

Loan A - 1 1,000,000 1,000,000
Loan A - 2 8,559,500 8,559,500
Loan B 4,840,500 4,840,500

18,320,000 18,320,000

Less: Debt issuance costs of $820,726, net of accumulated
amortization of $36,749 and $12,250, respectively. (783,977) (808,476)

$ 17,536,023 $ 17,511,524

26



Overtown Youth Center, Inc. and Affiliates

Notes to Financial Statements

The notes payable to CSDP Subsidiary CDE 13, LLC totaling $3,920,000 accrue interest at an annual
rate of 1.16%. Interest-only quarterly payments are due through July 2027 (Compliance Period) and
then principal and interest payments of $165,605 are due through maturity in July 2054.

The notes payable to FCNMF 31, LLC totaling $14,400,000 accrue interest at an annual rate of
1.084%. Interest-only quarterly payments are due through July 2027 (Compliance Period) and then
principal and interest payments of $618,648 are due through maturity in July 2054.

Interest expense paid to CSDP Subsidiary CDE 13, LLC and FCNMF 31, LLC was $190,200 and $100,224
during the year ended June 30, 2022 and 2021, respectively.

In July 2020, Holdings obtained financing in an arrangement structured under the NMTC program.
The NMTC program is administered by the United States Treasury and is desighed to encourage
capital investment and business operations within distressed or highly census tracts by offering
investors a federal tax credit over a seven-year period (the Compliance Period) in exchange for the
investments.

Under IRS guidelines for the NMTC program, Overtown was required to provide investment funding
(leverage loans) into Qualified Equity Investment (QEI) funds: (1) USBCDC Investment Fund 300
(USBCDC), owned by U.S. Bancorp Community Development Corporation and (2) TNT-Overtown
NMTC Fund, LLC (TNT), owned by The Northern Trust Company. The first seven years of the notes
are defined as the Compliance Period. During the Compliance Period, only interest is paid.
Thereafter, the loans are amortized with principal and interest payments required through maturity.
Overtown used funds raised for the capital campaign and the bridge loan (Note 12) to fund these
leverage loans. The leverage loans are recorded as New Market Tax Credit (NMTC) notes receivable
in the accompanying consolidated statements of financial position.

As a component of the NMTC transaction, Holdings, also known as the Qualified Low-Income
Community Investment (QLICI), received two loans from CDEs: (1) CSDP Subsidiary CDE 13, LLC
(CSDP) and (2) FCNMF 31, LLC (FCNMF). USBCDC is the majority owner in CSDP, and TNT is the
majority owner in FCNMF. During the Compliance Period, only interest is paid. Thereafter, the loans
are amortized with principal and interest payments required through maturity. The loans are
recorded as NMTC notes payable in the accompanying consolidated statements of financial position
and are recorded net of debt issuance costs.

There are put and call agreements between the Organizations and the other investors in the QEI
funds (which have ownership interests in the CDEs making the loans). If the other investors do not
exercise their put options, Organizations have the ability to call the ownership in the interest in the
QEI funds for fair market value. It is anticipated that the NMTC investors will put their option, and
Organizations will own the QEI funds at the end of the Compliance Period. However, if the other
investors do not put their interest, management plans to exercise its option to call. By acquiring
the ownership interests, Organizations would be in a position to forgive the NMTC notes payable,
resulting in substantial reduction in outstanding debt and recognition of the benefits from the NMTC
program (in turn, it is expected that the Organizations would forgive the NMTC notes receivable).

In July 2027, the NMTC Compliance Period will end. In the opinion of management, it is expected

that the other investors in the QEI funds will exercise their put option related to the transaction,
which will retire the debt and the related notes receivable.
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12. Bridge Loan

As part of the NMTC transaction (Note 11), Overtown entered into a non-revolving loan agreement
with The Northern Trust Company for a total of $4,000,000. The loan is payable in a single
installment due on July 2, 2025, the maturity date and quarterly interest only payments are due
until maturity. The loan bears interest at the greater of (i) the Rate Margin of 1.75% or (ii) the sum
of the Overnight LIBOR plus the Rate Margin. The interest rate on the loan was 3.32% and 1.84% at
June 30, 2022 and 2021, respectively. The loan has a balance of $1,250,000 and $2,500,000 at June
30, 2022 and 2021, respectively. Total interest expense paid during the year ended June 30, 2022
and 2021 was approximately $38,000 and $61,000, respectively, and was fully capitalized into
construction in progress.

13. Lines of Credit

MFF has a revolving line of credit from a financial institution with a maximum borrowing amount of
$150,000. The line of credit has been renewed several times and its current maturity date is
November 15, 2024. Subsequent to the year ended June 30, 2022, the line of credit was renewed
and amended to increase the maximum borrowing rate to $500,000. The line of credit has a variable
interest rate based on the Wall Street Journal prime rate plus 2.39% and cannot be less than 5.39%,
resulting in an interest rate of 7.14% and 5.65% at June 30, 2022 and 2021, respectively. The line
of credit is secured by receivables and property and equipment. There was no interest expense in
connection with line of credit during the year ended June 30, 2022 and 2021. There were no
borrowings on the line of credit during the year ended June 30, 2022. There was no balance
outstanding as of June 30, 2022 and 2021.
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14, Contributions of nonfinancial assets

Contributed nonfinancial assets during the years ended June 30, 2022 and 2021 were as follows:

Revenue Recognized

Nonfinancial Asset

June 30, 2022  June 30, 2021

Utilization in
Program/Activities

Donor Restrictions

Valuation Techniques/Inputs

15,295 Youth Development

8,500 Youth Development

Youth Development

250,137 Youth Development

60,580 Youth Development

No donor
restrictions

No donor
restrictions

No donor
restrictions

No donor
restrictions

No donor
restrictions

Based on estimated fair market
value based on comparable
square footage rate for storage
space.

The Organization estimated the
fair value of laptops, office and
school supplies, and other
miscellaneous items based on
comparable market values.

The Organization estimated the
fair value of shoes and clothing
provided based on comparable
market values.

The Organization estimated the
fair value boxed food, canned
goods, beverages, and meals
provided based on comparable
market values.

The Organization estimated the
fair value toys and other
miscellaneous items based on
comparable market values.

Donated facilities $ 48,000 $
Donated office expenses 18,575
Program goods 106,200
Donated Food 12,150
Other donated goods 43,537

$ 228462 $

334,512
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15. Property Lease

In 2000, Overtown entered into a five-year lease agreement with the City of Miami for the use of
property upon which facilities were constructed by OYC to provide public educational and
recreational opportunities to inner-city youth and their families in the Overtown area. Overtown
has exercised several options to extend the agreement and currently the lease is valid until February
2066. The lease stipulates that Overtown pay the City of Miami an annual rent of one dollar.
Overtown is also responsible for the operation and maintenance of the premises.

16. Significant Grantors and Contributors

OYC receives revenue from various sources, which help fund the operational activities of the center
and fund the capital project. Two and one donors accounted for 28% and 18% of total contributions
from the public during the years ended June 30, 2022 and 2021, respectively. Three donors
accounted for 87% and 73% of total grant revenue during the years ended June 30, 2022 and 2021,
respectively.

17. Net Assets

Net assets without donor restrictions are used to support the operating activities of OYC. The major
program activities are described in Note 1.

Net assets with donor restrictions consist of the following at June 30:

As of June 30, 2022 2021

Restricted by donors with specific purpose restrictions:

Dinner program S 673,711 S 630,579

Scholarship program 47,989 48,172

Perpetual endowment and related accumulated earnings 1,063,781 1,161,642

Capital project 13,723,199 12,456,307
Restricted by donors with time restrictions:

Pledges receivable for capital project 2,654,576 3,068,468

) 18,163,256 $ 17,365,168

The dinner program is designed to ensure that children and adolescents are provided with meals
during after-school hours. The scholarship program is designed to help young adults pay for
incidental costs and fees to attend higher level educational institutions. Unappropriated earnings
from the endowment are recorded as net assets with donor restrictions until they are appropriated.
Funds collected for the capital project are restricted until the purpose restrictions from the donor
are met.
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During the year ended June 30, 2009, Overtown received contributions to establish an endowment.
The endowment was established to help Overtown in perpetuity to carry out its mission. Up to 5%
of the endowment earnings can be appropriated for expenditure (Note 18).

Changes in and releases from restrictions are summarized below:

As on June 30, 2022 2021
Dinner program $ 100,000 S 300,300
Scholarship program - -

Endowment-related earnings (97,861) 123,242
Restricted for capital project 853,001 1,792,708
Total Additions 855,140 2,216,250
Program restriction accomplished - dinner (56,868) (74,984)
Program restriction accomplished - scholarships (184) (310)
Total Releases from Restrictions $ (57,052) S (75,294)

18. Endowment

Overtown’s endowment consists of individual funds established for a variety of purposes and is
comprised of donor-restricted funds. 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.

The State of Florida adopted the Florida Uniform Prudent Management of Institutional Funds Act
(FUPMIFA). Overtown has interpreted the FUPMIFA as requiring the preservation of 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 interpretation, Overtown classifies as net assets with
donor restrictions (a) the original value of gifts donated to the permanent endowment, (b) the
original value of subsequent gifts to the permanent endowment and (c) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund. The remaining portion of the donor-
restricted endowment fund not held in perpetuity is classified as net assets with donor restrictions
until those amounts are appropriated for expenditure by Overtown in a manner consistent with the
standard of prudence prescribed by FUPMIFA.

OYC considers the following factors in making a determination to appropriate or accumulate donor-
restricted endowment fund earnings:

1) The duration and preservation of the fund

2) The purposes of Overtown and the donor-restricted endowment fund

3) General economic conditions

4) The possible effect of inflation and deflation

5) The expected total return from income and the appreciation of investments
6) Other resources of Overtown
7) The investment policies of Overtown.

o~ — — — —
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Summary of Endowment Net Assets as of June 30, 2022:

Without Donor With Donor
As of June 30, 2022 Restrictions Restrictions Total
Original donor restricted gift in perpetuity S - S 670,000 670,000
Accumulated earnings on restricted gift 393,781 393,781
Total Endowment Net Assets S - $ 1,063,781 1,063,781
Summary of Endowment Net Assets as of June 30, 2021:

Without Donor With Donor
As of June 30, 2021 Restrictions Restrictions Total
Donor-restricted endowment funds S - S 670,000 670,000
Accumulated earnings on restricted gift 491,642 491,642
Total Endowment Net Assets S - $ 1,161,642 1,161,642
Changes in Endowment Net Assets during the year ended June 30, 2022:

Without Donor With Donor
For the year ended June 30, 2022 Restrictions Restrictions Total
Endowment net assets, beginning ) - S 1,161,642 1,161,642
Interest, dividends and realized income, net 16,756 16,756
Unrealized gains (114,617) (114,617)
Endowment Net Assets, ending $ - $ 1,063,781 1,063,781
Changes in Endowment Net Assets during the year ended June 30, 2021:

Without Donor With Donor
For the year ended June 30, 2021 Restrictions Restrictions Total
Endowment net assets, beginning S - S 1,038,400 1,038,400
Interest, dividends and realized income 28,947 28,947
Unrealized gains 94,295 94,295
Endowment Net Assets, ending $ - S 1,161,642 1,161,642
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Endowment assets are invested as follows:

As of June 30, 2022 2021
Investments 1,063,781 1,161,642
Total $ 1,063,781 S 1,161,642

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor restricted endowment
funds may fall below the level that the donor requires Overtown to retain as a fund of perpetual
duration, which was $670,000 for the years ended June 30, 2022 and 2021. In accordance with U.S.
GAAP, no deficiencies of this nature existed at June 30, 2022 and 2021.

Return Objectives and Risk Parameters

Overtown has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that Overtown must hold in perpetuity or for a donor-specified period(s).
Overtown expects its endowment funds, over time, to provide a rate of return in excess of the
original donor-restricted principal. Actual returns in any given year may vary.

Strategies Employed for Achieving Objectives

Overtown’s endowment assets are invested in fixed income and mutual funds. Overtown has adopted
an investment policy designed to optimize returns without exposure to undue risk. The policy takes
into consideration that fluctuating rates of return are characteristic of the securities market,
therefore the greatest concern is long-term appreciation of the assets and consistency of total
portfolio returns.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The principal amount cannot be expended; however, the earnings generated by the original donated
principal are available to be expended. Management has executed an endowment policy authorizing
up to 5% of earnings be set aside for Overtown’s operational activities if deemed necessary. In
establishing this policy, Overtown considered the long-term expected return on its endowment.
Accordingly, over the long term, Overtown expects the current spending policy to allow its
endowment to grow.

19. Commitments and Contingencies
Grants

OYC participates in a number of federal, state and local grant assistance programs. Amounts
received and expended under various federal, state and local programs are subject to audits by
governmental agencies and/or other agencies to determine if activities undertaken by OYC comply
with conditions of the grants. Management believes that no material liability will arise from any
such audits.
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Operating Leases

On November 30, 2019, Overtown assumed MFF’s operating office lease which is leased on a month-
to-month basis. Rent expense in connection with this lease was approximately $12,000 during the
years ended June 30, 2022 and 2021, respectively. OYC also assumed a lease for office equipment
expiring in November 2023. The approximate future minimum lease payments are as follows for the
years ending June 30:

Years Amount
2023 ) 8,000
2024 2,700
Total S 10,700

Construction Contract

During the year ended June 30, 2020, OYC Property Holdings, Inc. (Note 1) entered into a
construction contract with an unrelated third party for the construction of the OYC facilities. The
estimated remaining commitment under the contract is approximately $3,205,000 as of June 30,
2022.

20. Risks and Uncertainties
Concentration of Credit Risk

Financial instruments which potentially subject OYC to concentrations of credit risk consist
principally of cash, cash equivalents and restricted cash, receivables and investments. OYC places
its cash and cash equivalents and investments with highly rated financial institutions, and, by policy,
limits the amount of credit exposure to any one institution. Although cash balances may exceed
federally insured limits at times during the year, OYC has not experienced any losses in such
accounts.

Accounts receivable, including grants and contracts receivable, credit risk is limited due to the
nature of the grants and contracts. OYC regularly monitors its grants and contracts receivable by
investigating delayed payments and differences when payments received do not conform to the
amount billed. OYC considers all receivables as collectible.

Litigation
In the ordinary course of business, OYC is involved in various legal proceedings. Based upon OYC’s
evaluation of the information presently available, management believes that the ultimate resolution

of any such proceedings will not have a material adverse effect on OYC’s financial position, liquidity
or results of operations.
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Cybersecurity event

In October 2021, OYC learned that it was the target of a cybercriminal attack and that portions of
its computer network were infected with malware. Management immediately took systems offline
and with the help of cybersecurity professionals, launched an investigation into the nature and
scope of the incident. Management does not believe that any data was compromised. Management
evaluated the governmental and regulatory notification requirements and notified the Federal
Bureau of Investigation. Management evaluated the effect on the OYC’s operations and financial
condition and there have been no costs to date. Given the uncertainty associated with cybercriminal
attacks, there could be potential losses in the future that might affect the OYC’s operations or
financial condition. Management has not recorded any amounts in the consolidated financial
statements due to this uncertainty.

21. Subsequent Event

OYC has evaluated subsequent events through February 28, 2023, which is the date the consolidated
financial statements were available to be issued, and except as noted herein, there are no other
subsequent events requiring adjustments to the consolidated financial statements or disclosures
stated herein.
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Board of Directors
Overtown Youth Center, Inc. and Affiliates

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 consolidated
financial statements of Overtown Youth Center, Inc. and Affiliates (OYC) (a nonprofit
organization), which comprise OYC’s consolidated statement of financial position as of June 30,
2022, and the related consolidated statements of activities, functional expenses and cash flows
for the year then ended, and the related notes to the consolidated financial statements, and
have issued our report thereon dated February 28, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered
OYC’s internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion
on the consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of OYC’s internal control. Accordingly, we do not express an opinion on the
effectiveness of OYC’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 consolidated 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 may exist that have not been identified.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether OYC’s consolidated 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 financial statement. 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
0YC’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering OYC’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

D0 LA, LLP

Miami, Florida
February 28, 2023
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