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INDEPENDENT ACCOUNTANT’S REVIEW REPORT

To the Board of Trustees 
Cross Schools, Inc.
Bluffton, South Carolina

We have reviewed the accompanying financial statements of Cross Schools, Inc. (a nonprofit organization), which 
comprise the statement of financial position as of May 31, 2019, and the related statements of activities, 
functional expenses, and cash flows for the year then ended, and the related notes to the financial statements. A 
review includes primarily applying analytical procedures to management’s financial data and making inquiries of 
management. A review is substantially less in scope than an audit, the objective of which is the expression of an 
opinion regarding the financial statements as a whole. Accordingly, we do not express such an opinion.

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

Accountant’s Responsibility
Our responsibility is to conduct the review engagement in accordance with Statements on Standards for 
Accounting and Review Services promulgated by the Accounting and Review Services Committee of the AICPA. 
Those standards require us to perform procedures to obtain limited assurance as a basis for reporting whether we 
are aware of any material modifications that should be made to the financial statements for them to be in 
accordance with accounting principles generally accepted in the United States of America. We believe that the 
results of our procedures provide a reasonable basis for our conclusion.

Accountant’s Conclusion
Based on our review, we are not aware of any material modifications that should be made to the accompanying 
financial statements in order for them to be in accordance with accounting principles generally accepted in the 
United States of America.

Crowley Wechsler & Associates LLC
Beaufort, South Carolina
September 23, 2019
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ASSETS
Cash and Cash Equivalents $ 240,533
Founders Circle Endowment 1,004
Accounts Receivable 1,510,241

Total Current Assets 1,751,778
Capital Assets, Net 2,606,158

TOTAL ASSETS $ 4,357,936

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts Payable and Accrued Expenses 178,469
Current Portion of Long-Term Debt 61,316
Prepaid Tuition and Fees 1,391,087

Total Current Liabilities 1,630,872

Long-Term Liabilities
Note Payable, less current portion 2,392,407

Total Long-Term Liaiblities 2,392,407

Total Liabilities 4,023,279

Net Assets
Without Donor Restrictions 298,366
With Donor Restrictions 36,291

Total Net Assets 334,657

TOTAL LIABILITIES AND NET ASSETS $ 4,357,936
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WITHOUT DONOR RESTRICTIONS
Support

Program Services Income $ 5,156,385
Less Financial Aid and Discounts (453,130)
Contributions Received 114,122
Interest Income 3
Total Unrestricted Support 4,817,380
Net Assets Released From Restrictions 245,644

Total Support and Net Assets Released from Restrictions 5,063,024

Expenses
Program Services 4,087,664
General and Administrative 710,098
Fundraising 22,682

Total Expenses 4,820,444

Changes in Net Assets Without Donor Restrictions 242,580

WITH DONOR RESTRICTIONS
Contributions and Other Increases 185,871
Net Assets Released From Restrictions (245,644)

Changes in Net Assets With Donor Restrictions (59,773)

Change in Net Assets 182,807
Net Assets, Beginning of the Year 151,850
Net Assets, End of the Year $ 334,657
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CASH FLOWS FROM OPERATING ACTIVITIES:
Change in Net Assets $ 182,807
Adjustment to reconcile increase in net assets to net cash provided by operating
activities:

Depreciation 65,082
(Increase) Decrease in Accounts Receivable (1,450,253)
(Increase) Decrease in Prepaid Expenses 36,450
Increase (Decrease) in Accounts Payable and Accrued Expenses 23,268
Increase (Decrease) in Prepaid Tuition and Fees 1,189,987

Net Cash Provided (Used) by Operating Activities 47,341

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest on Endowment (3)
Additions to Capital Assets          (52,020)

Net Cash Provided (Used) by Investing Activities (52,023)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from Notes Payable 52,020
Loan Issuance Costs 14,567
Principal Payments on Notes Payable (47,187)

Net Cash Provided (Used) by Financing Activities 19,400

Net Increase (Decrease) in Cash 14,718
Cash and Cash Equivalents, Beginning of Year 225,815
Cash and Cash Equivalents, End of Year 240,533

SUPPLEMENTAL INFORMATION:
Interest Paid on  Notes Payable $ 140,361
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Nature of Activities 
Cross Schools Inc. (the School) is a non-profit US corporation incorporated in South Carolina on July 
15, 1998. The School is located on Buckwalter Parkway in Bluffton, South Carolina and operates a 
private preschool, elementary and middle school program with accreditation through the South Carolina 
Independent School Association. The Schools primary source of revenue is tuition. Student enrollment 
during the May 31, 2019 fiscal year was approximately 500 students. 
 
Basis of Presentation 
The financial statements of the School have been prepared using the accrual method of accounting in 
accordance with accounting principles generally accepted in the United State of America.  
 
The Financial Accounting Standards Board (FASB) establishes the FASB Accounting Standards 
Codification as the source of authoritative United States generally accepted accounting principles 
recognized by the FASB to be applied by nongovernmental entities in the preparation of financial 
statements in conformity with generally accepted accounting principles.  This authoritative guidance 
has been applied in the preparation of the Foundation’s financial statements as of June 30, 2019. The 
following accounting policies are presented to facilitate the understanding of information presented in 
the financial statements. 
 
The financial statements of the Organization have been prepared according to the FASB issued 
Accounting Standards Update 2016-14, Not-for-Profit (Topic 958): Presentation of Financial 
Statements of Not-for-Profit Entities. This was meant to improve the presentation of financial 
statements and disclosures of not-for profit organizations by providing more relevant information about 
their resources, and changes in those resources, to their donors, grantors, creditors and other users. 
The new guidance requires not-for-profit entities to present the amount for each of two classes of net 
assets – net assets with donor restrictions and net assets without donor restrictions. 
 
Net Assets Transferred and Released From Restrictions 
Contributions received are recorded as increases in either with or without donor restriction in net assets, 
depending on the existence and/or nature of any donor restrictions. When a restriction is satisfied 
through payment of a stipulated expenditure, with donor restrictions are reclassified to without donor 
restrictions and are reported in the statement of activities as “net assets transferred and released from 
restrictions”. 
 
Contributed services 
The School receives a substantial amount of services donated by its members in carrying out the 
School’s ministry. No amounts have been reflected in the financial statements for those services since 
they do not meet the criteria for recognition under SFAS No. 116, Accounting for Contribution Received 
and Contributions Made. 
 
Income taxes 
The School is exempt from federal and state income taxes under Internal Revenue Code Section 501(c) 
(3). 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED 
 
Capital Assets 
The School’s fixed assets are comprised of real property improvements, furnishings and equipment. 
These assets are reported at cost and are depreciated over their estimated useful lives using the 
straight-line method. Repair and maintenance costs associated with fixed assets is expensed during 
the year incurred. 
 
Cash and Cash Equivalents 
Cash and cash equivalents include all monies in banks, CDs and money market funds with maturity 
dates of less than three months.  The carrying value of cash and cash equivalents approximates fair 
value because of the short maturities of those financial instruments. 
 
Functional Expense Allocation 
School operating expenses have been classified on a functional basis (either as program services, 
general and administrative, or fundraising) in the Statement of Activities. Expenses have been allocated 
between these categories using an estimate of greatest benefit provided. 
 
Estimates 
The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures. Accordingly, actual results could differ from those estimates. 
 
NOTE 2 CASH 
 
Cash and cash equivalents held by the School at May 31, 2019 includes deposits held at various 
financial institutions totaling $241,537 was fully insured by the FDIC. 
 
NOTE 3 CAPITAL ASSETS 
 
Capital assets consists of the following at May 31, 2019: 
 

 
Depreciation for the year ended May 31, 2019 was $65,082.  

Leasehold Improvements 2,840,038$         
Furniture and Equipment 144,297             
Vehicles 52,020               

Total Capital Assets 3,036,355           
Less Accumulated Depreciation (430,197)            

Capital Assets, Net 2,606,158$         
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NOTE 4 NOTES PAYABLE 
 
Notes payable at May 31, 2019 consisted of the following: 
 
Note payable dated October 20, 2017 with BB&T in the amount of $2,540,000 is due in monthly 
payments of $14,555 including interest rate of 4.93% over a ten-year period with a final balloon payment 
of approximately $1,896,857 due September 20, 2027.  This loan is collateralized by the School’s real 
property improvements.  The balance at May 31, 2019 was $2,460,949.   
 
Note payable dated March 29, 2019 with BB&T in the amount of $52,020 is due in monthly payments 
of $741.58 including interest rate of 5.15% over a seven-year period due April 5, 2026.  This loan is 
collateralized by a bus.  The balance at May 31, 2019 was $51,041.   
 
The School incurred a total of $72,834 in loan refinancing and loan closing costs related to the above 
note payable. These costs are being amortized over a ten-year period and are reported net of the long-
term liabilities in accordance with the requirements in Financial Accounting Standards Board (FASB) 
ASC 835-30 to present debt issuance costs as a reduction of the carrying amount of the debt rather 
than as an asset.  Long-term debt was previously reported on the balance sheet with the associated 
unamortized debt issuance costs included in other assets.  Amortization of the debt issuance costs is 
reported as interest expense in the income statement. 
 

 
Future minimum annual maturities of principal in the aggregate on the above note over the following 
five years and thereafter are as follows: 
 

 
 
 
 
 
 

Building Bus
Notes Payable 2,460,949$         51,041$             
Less amortized debt issue costs (58,267)              -                        
Long-term debt, less amortized debt issuance costs 2,402,682           51,041               
Less current portion (54,892)              (6,424)                
  Total long-term debt, less current portion 2,347,790$         44,617$             

Year Ending May 31, Building Bus
2020 54,892$             6,424$               
2021 57,660               6,762                 
2022 60,568               7,119                 
2023 63,622               7,494                 
2024 66,831               7,890                 

Thereafter 2,157,376           15,352               
Total 2,460,949$ 51,041$ 
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NOTE 5 REAL PROPERTY LEASE AGREEMENTS 
 
The School leases all of the real estate and much of the real property improvements used in its 
operations from the Church of the Cross, Inc., an Anglican Church within the Diocese of SC. The lease 
agreements are dated December 27, 2006 and February 2014 and call for monthly lease payments of 
not less than $8,500.00 plus reimbursement of various operating costs and expenses associated with 
the property. The agreements expiration dates are May 31, 2047 with options to renew. Monthly lease 
payments exclusive of operating cost reimbursements under these agreements during the year ended 
May 31, 2019 totaled $204,000. 
 
NOTE 6 RELATED PARTIES 
 
The School is related through close association and common members with two other nonprofit 
organizations with which it conducts business. One of these is an Anglican Church, Church of the 
Cross, Inc., from which the School leases and with which it shares its real property. The second is a 
nonprofit real estate development and holding company, Cross Outreach Ministries, Inc., which is 
assisting the School and the Church with fundraising and with the acquisition and development of real 
property for the expansion and growth of their respective ministries. 
 
NOTE 7 EMPLOYEE BENEFIT PLANS 
 
The School offers its employees the opportunity for participation in a contributory retirement plan also 
known as a Simple retirement plan under the US Internal Revenue Code. The School matches 
employee contributions up to a percentage of the participating employees’ gross wages per year. The 
matching expense to the School for the year ended May 31, 2019 was $42,427. 
 
NOTE 8 EQUIPMENT LEASE AGREEMENTS 
 
The School leases office and computer equipment under two non-cancellable lease agreements calling 
for monthly payments of $691.77 and $462.16. Lease expense under these two agreements for the 
year ended May 31, 2019 totaled $10,376. Future required minimum annual lease payments are as 
follows: 

 

Year Ending May 31, Amount
May 31, 2020 8,301$ 
May 31, 2021 2,075 

  Total 10,376$ 
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NOTE 9 NET ASSETS WITH DONOR RESTRICTIONS 
 
Net assets with donor and/or Board imposed restrictions totaled $36,291 as of May 31, 2019. This 
amount represents the balances remaining at May 31, 2019 of funds received during the current and 
prior years restricted by either the donor or the Board for expenditures related to the specific purposes 
for which the funds were established. As of May 31, 2019 net assets with donor restrictions are available 
for the following purposes: 
 

 
Net assets were released from donor restrictions by incurring expenses satisfying the restricted 
purposes or by occurrence of other events specified by donors.  The following net assets with donor 
restrictions were released for the year ended May 31, 2019:   
 

 
NOTE 10 NET ASSETS WITHOUT DONOR RESTRICTIONS 
 
The Board has designated $198,000 of the net assets without donor restrictions of $298,366 at May 
31, 2019 toward future capital purchases and/or replacements.   

Focus Fund 8,716$ 
Middle School Fundraising 5,920 
Booster Club 6,440 
Faith Foundation Fund 7,190 
Family Chapel 1,847 
Library Fund 2,966 
Student Council 2,605 
Other Miscellaneous Funds 607 
      Total 36,291$ 

Focus Fund 187,401$ 
Booster Club 35,134 
Faith Foundation Fund 14,200 
Family Chapel 1,213 
Library Fund 4,753 
Student Council 2,536 
Other Miscellaneous Funds 407 
      Total 245,644$ 
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NOTE 11 LIQUIDITY AND AVAILABILITY OF RESOURCES 
 
The Organization has $1,751,778 of financial assets available within one year of the statement of 
financial position date to meet cash needs for general expenditure consisting of cash of $241,537 and 
accounts receivable of $1,510,241. The accounts receivable are subject to implied time restrictions but 
are expected to be collected within one year. The amount of financial assets subject to donor or other 
contractual restrictions that make them unavailable for general expenditure within one year of the 
statement of financial position date are $36,291. The Organization sets a goal of having financial assets 
on hand to meet 60 days of normal operating expenses, which are, on average, around $400,000 a 
month. As part of its liquidity management, the Organization has a policy to structure its financial assets 
to be available as general expenditures, liabilities, and other obligations become due.  
 
NOTE 12 EVALUATION OF SUBSEQUENT EVENTS 
 
The School has evaluated subsequent events through September 23, 2019 the date on which the 
financial statements were available to be issued. 




