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Board of Trustees
America Can! Cars for Kids

Eeport on the Financial Statemenis

We have awdited the accompanying financial statements of America Can’ Cais for Kids (“Cars for Kids"), which compuise the
statements of financial position as of Augnst 31, 2018 and 2017, and the related statements of sctivities and changes in net assets
and cash flows for the years then ended, and the related notes o the financial statements

Management is responsible for the preparation and far presentation of these financial statements in accordance with acconnfing
principles generally acceptled m the United States of America; this includes the design, implementation, and maintenance of
mitemnal conirol relevant o the preparation and far presentation of financial statements that are free from material misstatement,
whether due 1o frand or eimor

sudifor's F iy

Ohir responsibility is 0 express an opinion on these financial statements based on our andits. We conducted cur andits m
accordance with anditing standards generally accepted mn the United States of Amenca. Those standards requirs that we plan
aned perform e audits 1o obiain reasonable assuraice about whether the financial statements are free from matenal misstatement,

Agi andit involves perforining procedures to obrain audit evidence abour the amounts and disclosures in the financial statements,
The procedures selected depend on the awditor’s jedgment, incleding the assessmment of the nsks of material misstatement of the
financial statements, whether due fo fraud or emor. In making these fsk assessiments, the suditor considers infermal control
televant to the entity’s prepatation and fanr presentation of the financial statements in order to design andit procedures that are
appregrriate in the circunstances, bl oot for the purpose of expressing an opinien on e effectiveness of the entity’s intermal
codifrel. Accordingly, we express no such opinion. An andif alse inchides evaluating the appropriasteness of accounting policies
used and the reasonableness of significanr accounting estimates made by management, as well as evalnating the overall
presentation of e financial statements,

We believe that the audit evidence we have obtamed is sufficient and approgriate to provide a basis for owr andit ogindon
i

In our opinion, the financial statenents refermed 1o above present faily, in all material respects, the financial position of Cars for
Kids as of August 31, 2018 and 2017, and the changes in it net assets and its cash flows for the vears then endead i accondance
with accounting principles generally accepied in the United States of Amenca.

f.m 5;!-*!-# ﬂb'ﬂ”: LLe

Dallas, Texas
Janmary 13, 2019
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Aunerica Can! Cars for Kids
STATEMENTS OF FINANCIAL POSTTION

Angust 31,
2018 2007
ASSETS
CURREENT ASSETS
Cash and cash equrvalents b4 693,138 % BIE. 773
Accounts recervahle 56,350 134,338
Tirventory GEL p s P
Prepatd expenses 12,762 63,122
Total corrent assets 1,419,233 1,603,779
PROPERTY AND EQUIPMENT - WET ;_551.31'3 2 596 679
b3 39TTI0E S5 4,200 458
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current maturities of long-term debi £ 2450 5 199,127
Accounts payable H01,939 296,363
Accried liabilities 194.721 201 420
Accined wages pavable B7.600 36,080
Total current linhilities 793,728 TI3.892
LOMG-TERM DEBT. less cusrent inaniritias 822,699 1.031.853
Total habalites 1616427 1.765.745
NET ASSETS
Unrestrcted 2,360,681 2434713
3 3077108 % 4,200,458

The accompanying notes are an integral part of these financal stafernents,
2



America Can' Cars for Kids

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

REVEMLUES
Anction revenme
Consigmment revenie
Thaft stode revene
Ohilver wncome
Bad debt recoveries

TOTAL REVENUES AND SUPPORT

EXPENSES
Prograin seivice expenses
Contribitions o the Charer Holder
Vehicle preparation
Anction costs
Thriff stode costs
Total progiam semice expenses
Creneral and admimsirahion expenses
General admimsiration
FPlani ieainfenance aidl operations
Debi service
Secunty and monitoring services
Total peneral and admimstrabion expenses

Fundraizing
TOTAL EXPENSES

CHANGE IN UNRESTRICTED NET ASSETS
MET ASSETS - Unresinicted, bepmnmg of year

MET ASSETS - Unrestricted, end of vear

The accompanmying notes are an ntegral part of these fmancial stateinents,

Years Ended Aupust 31,

2018 2017
0151153 % 8.176. 768
504 TO2_ 742
19,457 :
21,521 499,821

- DE.544
5.442,872 0477875
1,742,553 2250375
882,353 R48,517
1,590,406 1607408
6.EEG -

4 201288 4 T15.300
1.915.637 £70.161
287,476 307,506
57,172 TL175
180,127 208,479
2,440,412 1,457,621
2,874,904 2,647,225
0,516,604 8.820.146
(74,032) 657,720
2434713 1776984
2360681 § 2434,713




America Can! Cars for Kids
STATEMENTS OF CASH FLOWS
Years Ended August 31,

CASH FLOWS FROM OPERATING ACTIVITIES
Change in nef assets
Adysnments 1o reconcile change in net assets 1o cazh
provided by operating activiiies
Depreciation
Bad debt (recoveries) expense
Changes m operating assets and babilities
Aceomints recervable
liswentory
Prepaid expenses
Accounts payable
Accerued liabalities
Accrued wages payable
Mt cosh provided by operafing activifies

CASH FLOWS FROM INVESTING ACTIVITIES
Aniqiisition of property and equipiment
et cash vsed b ivesting activities
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on long-ferm debt
et cash wsed i investing activities
Met increase (decrease} m eash and cash eqnivalents
Cash and cash equivalents at begimning of vear

Cosh ond cash squivalents at end of year

Supplemental cnsh flow mformation:
Cash paid dunng the year for inferest
Cash paid {refunded) during the year for nnrelated business meome 1ax - net

Tlee accompanying mwotes e an integral part of these fizancial statements,
q

2018 2017
(74033 657.720
111003 107,109

- [95.844)
77,988 12,295
{42,439) (36.051}
30,360 (31.784)
5574 (16,733}
{6.699) [74.346)
50,629 13,184
152,384 £32.859
{72,197) {45,589)
(72,197) {45,889}
{198.823) (189.273)
{198,822) {189,273}
{118,635 297,657
811,773 514.076
693,138 811,773
58,127 67.675
(32,003 29.411



Amenica Can! Cars for Eids
NOTES TO FINANCIAL STATEMENTS

MATURE OF BUSINESS

American Can' Cars for Kids ("Cars for Kids") 15 a not-for-profit formed in 2003 and is exempt from federal income mxes
passuant 1o Section 501K 3 of the hiternal Bevenue Code, Cars fr Kids is considered an affiliated organization with
America Can!, a nod-for-profit open enrollment charter school (e “Charter Holder™), Cars for Kids fundraises on behalf of
the Charter Holder by anctioning off donated and consigned vehicles, boats aned other itens aed F0%s of net proceeds go 1o
the Charter Holder. Prior to August 31, 2013, Cars for Kids operated as a business semment of the Charter Holder. Cars for
Kids is a separate entrty fior its Bscal years ending Angwst 31, 2018 and 2017, bat is stll incloded as part of the America Can’
comsolidated financial statements.

Cars o Roids and the Charter Holder ave governed by the same Board of Trestees compnsed of nine members. The Board of
Trustees is selected pursnant to the bvlaws of Cas fior Eids and has the authonty to make decisions and significantly
infliuence operations, The Boaid of Trmstees has the primary accomstability for the fiscal affaws of Cars fior Kids.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant scconnting policies consistently applied by Cars for Kids in the preparation of the
pccompanying financial ststements 15 as folloas:

Basis of Accountine

The sccompraiving fnancial statemnents have been prepared on the accmual basis of accounting in accordance with accounting
principles generally accepted in the United States of America {"GAAF™).

Rasis of T :

MNet assets aml revenies, expenses, gains, and losses ane classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets and changes therein are classified as follows

Ulnresivicted wef nxvels — Metl assels pof subject 10 donor-imposed stipulatioos

Temporarily resiricfed net aszefy — Met asscis subject to donor-mmposed stipulations that may or wall be met, either by
actions of Cars for Kids and/or the passage of time. When a donor restriction expires, that is, when a sipulated purpose
resinction is accomplished, temporarly restricted net assets are reclassified to unrestricted net assets and reported m the
statement of activities as net assets released from restrictions. Cars for Kids has no temporanby restricted assets as of
Augnst 31, 2018 and 2017,

Permanently resivicied met azzets — Met assets subject to donor imposed restnictions requiring that the prmcipal be invested
in perpetuiny and only the income may be used in accordance with the donor restrictions. Cars for Kids las no permadent]y
restricted et assefs as of Avugist 31, 2018 and 2017,

Revenues are reported as increases in wrestricted ner aszars nnless use of the related assets is limited by donor-imposed
restrictions. Expenses are reposted as decreases i wdestiicted net assets, Gains and losses on investments and ofher assets
or liabilities are reported as increases or decreases in unrestricted net assets unless their use is restricted by explicit domsor
stipulation or by law. Expirations of temporary restrictions od net assets (e, the donor-stipalated puapose lins been fulfilled
amd'or the stipnlated time period has elapsed) are repoited as reclassifications between the applicable classes of net assets.

Comtribations are recognized as revenmes i the pertod imcondiional pronuses to give are recetved. Conditional prosmses to
give afe nof recognized witil they become unconditional, that is when the conditions cn which they depend are substantinlly
met, Contributions of assets other than cash are recorded at their estimated fair valie on the date of donation.



Amenica Can! Cars for Eids
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cottinned)
Cash and Cash Equivalents

Cash and cash equivalents are comprised of cash on hand and in banks. This category also includes all highly liguid
investnent instruments with an original matunty of three months or less. Cars for Kids places its cash equivalents with high
credit quality financial mstinetions located m the United States, which at times, may exceed fedemlly msured lonits. Cars for
Kads has not experienced ay losses on such accounts and believes it is not exposed to any sionificant credit 1isk on cash and
cash equivalents.

Accouyis Receivable

Accounes receivable are caried at their net realizable value. An estimate 15 made for doubtful accounts based ona review of
nll cutstanding anvounts. Management determines the allowance for doubiful accomits by identifving troubled accouats and
by using histoncal experience applied to an aging of accounts, Acconnts réceivable are writlén off when deemed
uncollectible.

Recoveries of accounts receivable previously written off are recorded when received.  Management has detemined the
allowance for doubtful accounts is $- at August 31, 2018 and 2017, respectively.

Inventory

Inventory consists of donated cars, boats and ofler vehicles and s valued at the average sales price for the previons twelve
T

Cars for Kids receives contributions of goods and maferials and processes these contnbatons as merchandise available for
sale in i#5 refail theift store. Financial accounting standards requure that contributrons recetved be recogmzed as revemes ar
gains in the period received and as comesponding assers, meazured af their fair value,

Cars for Kids believes the confribuied thaift sfore inveniory does nof possess an attrbide that is easily measugable or
vertfiable with sufficient reliability to determune an mventory value at the time of donation. It s onky through the value-
ndded processes that prepare the donated inventory for sale that the donated nrventory has value. Accordmgly, contributed
thatt store inventory is valued at zero prior to being offered for sale. Cars for Kids considers the costs associated with
brnging the donated inventory to sale (ie.. donation collection, transportation, sorting and pricing expenses) in ifs estmate of
the farr vahie of inventory. The difference betwesn year-end imventory valuations is shown on the statement of activities and
changes m net assels as thnfl store costs.

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation. Depreciation is compiied over the estimaied usefinl
lives of the assers, which range fronn three to thirty vears, wsing the siraighi=line method, Expendinwes for additions, major
renewals and beffenments are capitalized an cost when parchiased and are defined as assers with an estingated wsefil 1ife of
nice thean one vear and a cost of 35,000 or more. Donations of assets are recorded at fair value at the date of dooation, which
15 e treated as cost,

F R i
Anciion revenne, consigniment revene, and thrift store revenue is recognized ot the poimt of =ale to the customer.

Ohleer income consists of msmrance reimbursenents, forfeited costomser deposits, and towing costs covered by donators,
Revenne associated with these items is reconded when funds are camed.



Amenica Can! Cars for Eids
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES (Codtintied)

Use of Estinates

The preparation of financial statements in conformiry with GAAP requires management to make estimates and assumptions
that affect the reported amowits of assets and liabilitkes and the dischosures of contingent assers and liabalities af the date of

the financial statements and the reported amommts of revenues and expenses dunng the reporiing penod. Actual resules could
differ from those estimates.

Personal [eave

Emplovees vikder § vears of emplovient eam 10 davs pad personal and sick lenve per vear, employees with 5 -15 years of
etmplovment earn 15 days paid persoial and sick leave per year, employees with 15 -20 years of employment eam 20 days
paid persomal and sick leave per year, and emgployees with meoie than 20 vears of emgloviment earn 30 days paid personal and
sick leave per year. There is no hability for unpaid acconmlated leave since Cars for Kids does pot have a policy o pay any
amounts when the emplovees separate from service.

Income Taxes

Cars for Kids is exempt from federal meome taxes nnder Section S01(¢)(3) of the United States luternal Revene Code (the
“Code”™) according to the United States Internal Revenue Service determination letrer dated October 1985, except no the
extent it Iz unrelated business taxable incoms,

GAAP requires the evaluation of tax positions taken or expected o be taken in the course of preparing Cars for Kids”
financial statements 1o defermine whether the tax positions are more likely than not of being sustaned by the apphcable tax
authority, Tax position: ol deemed 1o meet the more hkely than not threshold would be recorded as a tax benefit or
expenses in the current vear. A reconciliafion is nof provided herein. as the beginmme and ending amoamts of imrecognized
bedefits are zero, with no inferim additions, reductions, of setilemenis. However, the conclisions regarding the uncertainty in
incoine taxes will be subpective o review and nery be adjusted an a later date based on factors including, bur not limited to,
ongoitg analvsis of tax laws, regulations, and inferpretations thereof,

Tax positions taken related to Cars for Kids™ tax exempt status, unrelated business achvites taxable meoane and deductsbality
of expenses and other muscellaneous tax positions have been reviewed. and management is of the opiion that material
positions taken wonld more Iikely than not be sustamned by exanunation. For the years ended August 31, 2018 and 2017,
unrelated business mcome tax habilities of £2,335 and 561,634, respectively. were recorded.

Cars for Kids recogmzes miterest and penaliies, of any, related to uncertam tax positions as income tax expense. Cars for
Kids" mformational remans filed in the 1.5, federal jurisdiction are generally subject io exmmitation for toeee vears after the
later of the due date or date of filing. As a result, Cars for Kids is no lomger subject fo inconse fax examinations by tax
annthiorities for vears poios fo 2003,

\ertisii €

Advertising costs are expensed when incurred, Total advertising costs for the vears ended Avgust 31, 2008 aned 2001 7 were
£2.874.904 and 52.647.225, respectively. and are mehuded in fandraising expenses in the accompanying statemenss of
activifies aind changes in met assefs.

Functiona] Allocation of E

The costs of providing funding to the Charter Holder and other sctivities have been sunmmanzed on a functional basis i the
accompanying statements of activities and changes in nef assets. Accordingly, certam expenses have been allocated among
the programs amd supporting services benefited.



Amenica Can! Cars for Eids
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES (Codtintied)

Recent Accouting Pronoupcenents

I June 2018, the Financial Acconnting Standards Board (“FASE") issued Accoumiting Standard Update (“AST™) 200 808,
Nor-for-Profiy Envivies (Topde 95380 Clarifving the Scope and the Acconnring Gridance for Contributions Recelved amd
Candribuitions Made. The FASE issued this ASU to clanfy and improve the scope and the accounting puidance for
contributions receved and conmbations made. The amendments m this ASU should assist entities m (1) evalnting whether
transactions should be accounted for as contributions (nonreciprocal tramsactions) within the scope of Topic 958, Moi-for-
Prafif Entifies, or as exchange (reciprocal) transactions subject to other puidance and (2) determiming whether a contribution
is comnditional. ASLT 2018-08 is effective for the years beginmng after December 15, 2019, and for all periods presented.

Early application of the amendinents in this A5 s permatted. Cars for Kids 1s currently assessing the impact this standard
will have on its finacial statements

In August 2016, the FASB 1ssued ASL 2016-14, Not-for-Proflr Enitles (Taple 8580 Precenmmiion of Flamneial Shetenens

Jor Not-far-Profit Entities. The objective of this AR s to imgeove the curvent net asset classification requirements and the
information presented in financial statements and notes gbout & vot-for-profic's Hguidity, financial performance, ad cash
flows. The key provisions inchede net asset classes, imvestment retiom, expenses, Tguidity and availabiliny of resonrces, and
the statement of cash flows. The amendments in this AS1) are effective for fiscal vears beginning after December 15, 2017
and mterim periods within fiscal years beginning after December 13, 20018, Early application of the amendments is
permtted. Cars for Kids 1s currently assessing the impan:t this standard wall lave on ifs financial statements,

In February 2006, the FASE issued ASU Update No, 2016-02, Leases (Topic £842). Under the new pudance. a lesses wall be
required to recognize assels and liabilities for leases with lease tenms of more than 12 months, Consistent with current
GAAP, the recogmition, measurement, sl presentation of expenses and cash flows ansine from a lease by a lessee promanly
will depend o ifz classification as a finance of operating lzase. However. unlike cumrent GAAP - which requires only capatal
leases to be recognized on the statement of financial position - the new ASU will require both types of leases to be
recogiuzed on the staterment of financial position. ASU 201802 is effective for the years begiining affter Januwary 1, 2000 and
fior all periods presented. Early applicanon of the amendments in this ASU iz permitted. Cars for Kids is currently assessing
the impact this standard will have on its financeal statements,

In May 2014, the FASB ssued ASU No. 2014-09, Revenue Recognition (Topic 608 Reveme from Comtracts with
Crstomrers. This ASU miroduces a new five-step revenue recogmition model in which an entity should recognize revemie to
depict the ransfer of promised goods or services to custoaners m an amowst that reflects the consideration to which the entity
expects io be entitled in exchange for those goods or services. This standard 15 effective for fiscal years beginning afier
Drecembeer 31, 2017, meludmg ivterim pertods within that reporting period. Cars for Kids 1s currenthy assessing the impact
this standard will have on s financial statements.

FROPERTY AND EQUIPMENT

Properny and equipment consists of the following:

all18 2017
Bualding and imgrovements 5 2783970 % 2176153
Vehicles 12,100 12100
COMmpaider equipment 50,611 50,611
Furmituge aiid equipinent — 43R0 30,345
2911051 2 R60 209
Less accumulated depreciation {353 18E) [272.530)

I F R S S TR
For the vears ended Augmsr 31, 2018 and 2017, depreciation expense was 3111.003 and $107.109, respectively.



Amenica Can! Cars for Eids
NOTES TO FINANCIAL STATEMENTS

NOTES PAYABLE

Daming the fiscal vear ended Auvgust 20, 2013, Cars for Kids entered into & note pavable agreement 1o finance property
parclased commencing o September 11, 2016 with mamusity on Febmary 28, 2023, The sote is collateralized by the
property aivd bears inferest af 5%, The outstanding balance of e note at August 31, 2008 and 2017 was $1,032.158 and
£1.230.980, respectively.

The note 1s due as follows for the fiscal years ending Aupnst 31-

2019 5 200 459
2020 220327
2021 231,755
2022 243,781
023 126930
Thereafier .
032158

Less current maturities (200, 450
Total noncurrent 3 B22 600

DEFINED CONTRIBUTION PLAN

Cars for Kids contributes 6% of all eligible emplovees’ salary into Amenca Can! Cars for Kids 401{k) Profit Sharing Plan
amd Trwst, Cars for Kids” contributions for the vears ended August 31, 2018 and 2017, totaled 541,793 and 512,692,
respectively

CONTRIBUTIONS TO AFFILIATED ORGANIZATICNS

Draring the vears ended Angust 31, 2018 and 2017, Cars for Kids contribuied cash to the Charter Hobder totaling £1.742. 533
ad 52,250,375, respectively for charter school operations,

COMMITMENTS AND CONTINGENCIES
Libigaton

The Cars for Kids can be mvolved m vanous lawsmts m the nommal course of bosiness. Management cannot pradict the
outcomne of the lewswmts or estimate the amount of any loss that may resull, Accordingly, no provision for any contingent
lisbilities that may result has been made m the financial stafement. Management believes that losses resulting from these
matters, 1f any. would be covered under the Company s professional lability imsurance policy and would not have a materzal
effect on the financial position of the Comgany,

During the year ended Avngast 31, 2018, Cass for Kids was Plaintiff in an ongoing matter with Kars4Eids. Expenses related
wer this isarter which fotal §1,338, 588 are included in the accompanying staftements of activities and clianges in nef sxsets for
thve year ended August 31, 2018,



Amenica Can! Cars for Eids
NOTES TO FINANCIAL STATEMENTS

COMMITMENTS AND CONTINGENCIES (Constined)
Lease Commitnents

Cars for Kids leases several pieces of equipment under non-cancelable operating leases that expire throngh November 2021,
Minimnm future lease payments under these non-cancelable operating leases are as follows for the years ended Aupnst 31:

2019 5 23439
2020 17,753
2021 1717
2022 5. T2T
023 5727
Thereafter -

b I 1

The sccompanying statements of activities and changes in net assets inchude lease expense of $32.367 and 533,299 for the
vears ended August 31, 2018 and 2017, respectively.

BELATED PARTY TRAMSACTIONS

Drring the fiscal years ended Augnst 31, 2008 and 2017, Cars for Kids approved payments tiotaling $206, 000 and $1 52,000,
respectively, fo Marqeom. Inc. for access to soffware 10 be utihized by the Charter Holder. Rights for the nfilization of the
software was contritmited to the Charer Holder by Cars for Kids for the vears ended August 31, 2018 and 2017, Margoom,
I, 15 & corporation owned by the Chief Executive Offices ("CEQ™) of the Charter Holder and these pavments were in
addition 1o his employment coniract and performance bonuses.

Cars for Kids bolds cash and a note payable totaling $641.618 and 51,032,158, respectively. as of Angust 31, 2012 with a
bank whose chiel executive officer is also a member of the Charter Holder"s Board of Direcioss, At August 31, 2017, these
arnounds fotaled 5310,.512 and 51,230,980, respectively,

SUBSECHIENT EVENTS

Management has evaluated subsequent events through January 18, 2019, the date the financial statements were avalable to
be sssned.

1]



