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Certified Public Accountants serving
i K-12 School Districts and Charter
Schools throughout California

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
PazlLo Education Foundation
Los Angeles, California

Report on the Financial Statements

We have audited the accompanying financial statements of PazLo Education Foundation (the “Organization”) which
comprise the statement of financial position as of June 30, 2021, and the related statements of activities, functional
expenses and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of PazLo Education Foundation as of June 30, 2021, and the changes in its net assets and its cash flows for the year
then ended in accordance with accounting principles generally accepted in the United States of America.
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Other Matters
Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
supplementary information listed in the table of contents, including the schedule of expenditures of federal awards,
as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 23, 2021, on
our consideration of the Organization’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is solely to describe the scope of our testing of internal control over financial reporting and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the Organization’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Organization’s internal control over financial reporting and compliance.

San Diego, California
November 23, 2021



PAZLO EDUCATION FOUNDATION
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2021

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable
Prepaid expenses
Total current assets

Noncurrent assets
Deposits
Capital assets, net
Total noncurrent assets
Total Assets

LIABILITIES AND NET ASSETS
Liabilities
Accounts payable
Deferred revenue
Loan payable
Total liabilities

Net assets
Without donor restrictions
Total net assets
Total Liabilities and Net Assets

The notes to the financial statements are an integral part of this statement.
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1,374,669
1,451,634
29,295

2,855,598

15,000
63,358

78,358

2,933,956

481,077
330,737
100,002

911,816

2,022,140

2,022,140

$

2,933,956




PAZLO EDUCATION FOUNDATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2021

Without Donor
Restrictions

SUPPORT AND REVENUES
Federal and state support and revenues
Local control funding formula, state aid $ 4579712
Federal revenues 1,658,644
Other state revenues 830,042
Total federal and state support and revenues 7,068,398
Local support and revenues
Payments in lieu of property taxes 1,380,231
Other local revenues 7,302
Total local support and revenues 1,387,533
Total Support and Revenues 8,455,931
EXPENSES
Program services 5,148,911
Management and general 1,420,755
Total Expenses 6,569,666
CHANGE IN NET ASSETS 1,886,265
Net Assets - Beginning 135,875
Net Assets - Ending $ 2,022,140

The notes to the financial statements are an integral part of this statement.
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PAZLO EDUCATION FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2021

Program Management
Services and General Total
EXPENSES
Personnel expenses
Certificated salaries $ 2621489 $ - $ 2,621,489
Non-certificated salaries 342,872 611,210 954,082
Pension plan contributions 698,940 - 698,940
Payroll taxes 112,173 57,009 169,182
Other employee benefits 523,395 112,067 635,462
Total personnel expenses 4,298,869 780,286 5,079,155
Non-personnel expenses
Books and supplies 196,414 22,206 218,620
Insurance - 76,961 76,961
Facilities 427,333 91,383 518,716
Professional services 54,768 287,899 342,667
Interest expense - 2,712 2,712
Depreciation 25,179 - 25,179
Authorizing agency fees 137,391 66,028 203,419
Other operating expenses 8,957 93,280 102,237
Total non-personnel expenses 850,042 640,469 1,490,511
Total Expenses $ 5148911 $ 1,420,755 $ 6,569,666

The notes to the financial statements are an integral part of this statement.
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PAZLO EDUCATION FOUNDATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities
Depreciation
(Increase) decrease in operating assets
Accounts receivable
Prepaid expenses
Increase (decrease) in operating liabilities
Accounts payable
Deferred revenue
Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of capital assets
Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Forgiveness of Paycheck Protection Plan (PPP) loan
Principal payments on loan payable
Net cash provided by (used in) financing activities
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents - Beginning

Cash and cash equivalents - Ending

SUPPLEMENTAL DISCLOSURE
Cash paid for interest

The notes to the financial statements are an integral part of this statement.
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$ 1,886,265

25,179

(466,327)
4,753)

(134,802)
330,737

1,636,299

(30,091)

(30,091)

(860,331)
(49,998)

(910,329)

695,879

678,790

$ 1,374,669

$ 2,712




PAZLO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

PazLo Education Foundation (the “Organization”) was formed as a nonprofit public benefit corporation on
October 20, 2011 for the purpose of operating California public schools located in Los Angeles. The Organization
works with vulnerable student populations throughout the Los Angeles area with a goal to increase college
opportunities for their students. The Organization operates two public charter schools, referred to collectively as
“the Charters.” Additional information on each school is as follows:

Apex Academy (California Charter No. 1459) is authorized to operate through the Los Angeles Unified School
District (the “authorizing agency” or “LAUSD”). The current charter petition covers a five-year term expiring
on June 30, 2022. APEX Academy is a conversion school that initially offered classes as an innovative small
school under LAUSD in 2008 and was converted to an independent charter school in 2012. APEX Academy
serves grades 7 to 12 through site-based instruction.

Matrix for Success Academy (California Charter No. 1961) is also authorized by the Los Angeles Unified
School District. The current charter petition covers a five-year term expiring on June 30, 2023. Matrix for
Success Academy was numbered by the State Board of Education as an independent start-up charter school
in May 2018 with classes beginning in Fall 2018. Matrix for Success Academy serves grades 10 to 12 through
nonclassroom-based instruction.

Funding sources primarily consist of state apportionments, in lieu of property tax revenues, and grants and
donations from the public.

B. Basis of Accounting

The Organization’s policy is to prepare its financial statements on the accrual basis of accounting; consequently,
revenues are recognized when earned rather than when cash is received and certain expenses and purchases
of assets are recognized when the obligation is incurred rather than when cash is disbursed.

C. Financial Statement Presentation

The financial statements are presented in accordance with Financial Accounting Standards Board (FASB)
Accounting Standards Codification (ASC) 958 dated August 2016, and the provisions of the American Institute of
Certified Public Accountants (AICPA) “Audit and Accounting Guide for Not-for-Profit Organizations” (the
“Guide”). ASC 958-205 was effective July 1, 2018. Under the Guide, PazLo Education Foundation is required to
report information regarding its financial position and activities according to two classes of net assets:

Net assets without donor restrictions — These net assets generally result from revenues generated by
receiving contributions that have no donor restrictions, providing services, and receiving interest from
operating investments, less expenses incurred in providing program-related services, raising contributions,
and performing administrative functions.

Net assets with donor restrictions — These assets result from gifts of cash and other assets that are received
with donor stipulations that limit the use of the donated assets, either temporarily or permanently, until the
donor restriction expires (that is until the stipulated time restriction ends or the purpose of the restriction is
accomplished) the net assets are restricted. When a restriction expires, restricted net assets are reclassified
to net assets without donor restrictions.

The Organization also accounts for its financial transactions in accordance with the policies and procedures of
the Department of Education’s California School Accounting Manual presented in Procedure 810 Charter
Schools. Fund accounting is only used to the extent that internal accounting for multiple charter school operations
is necessary and is not used for external financial statement presentation.
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PAZLO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS, continued
JUNE 30, 2021

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)
D. 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, such as
depreciation expense and the net book value of capital assets. Accordingly, actual results could differ from those
estimates.

E. Contributions

Unconditional contributions are recognized when pledged and recorded as net assets without donor restrictions
or net assets with donor restrictions, depending on the existence and/or nature of any donor-imposed restrictions.
Conditional promises to give are recognized when the conditions on which they depend are substantially met.
Gifts of cash and other assets are reported with donor restricted support if they are received with donor
stipulations that limit the use of the donated assets.

When a restriction expires, that is, when a stipulated time restriction ends or a purpose restriction is accomplished,
net assets with donor restrictions are reclassified to net assets without donor restrictions and reported on the
statement of activities as “net assets released from restrictions.” Donor-restricted contributions whose restrictions
are met in the same reporting period are reported as net assets without donor restriction support. Contributions
restricted for the acquisition of land, buildings, and equipment are reported as net assets without restriction upon
acquisition of the assets and the assets are placed in service.

Non-cash contributions of goods, materials, and facilities are recorded at fair value at the date of contribution.
Contributed services are recorded at fair value at the date of contribution if they are used to create or enhance a
non-financial asset or require specialized skills, are provided by someone possessing those skills, and would have
to be purchased by the organization if not donated.

F. InLieu of Property Tax Revenue

Secured property taxes attach as an enforceable lien on property as of March 1. Taxes are payable in two
installments on December 10 and April 10. Unsecured property taxes are payable in one installment on or before
August 31. The County bills and collects the taxes for the authorizing agency. In lieu of distributing funds out of
property tax proceeds, the authorizing agency makes monthly payments to the Charters. Revenues are
recognized by the Charters when earned.

G. Functional Expenses

The costs of providing services have been summarized on a functional basis in the statement of activities and
detailed in the statement of functional expenses. Certain costs and expenses have been allocated between
program and supporting services based on management’s estimates.

H. Cash and Cash Equivalents

PazlLo Education Foundation considers all highly liquid deposits and investments with an original maturity of less
than ninety days to be cash equivalents.

I. Investments

The Organization’s method of accounting for most investments is the fair value method. Fair value is determined
by published quotes when they are readily available. Gains and losses resulting from adjustments to fair values
are included in the accompanying statement of activities. Investment return is presented net of any investment
fees.
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PAZLO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS, continued
JUNE 30, 2021

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

J.

Receivables and Allowances

Accounts receivable are stated at the amount management expects to collect from outstanding balances. An
allowance for doubtful accounts is established, as necessary, based on past experience and other factors which,
in management’s judgment, deserve current recognition in estimating bad debts. Such factors include the
relationship of the allowance for doubtful accounts to accounts receivable and current economic conditions.
Based on review of these factors, the Organization establishes or adjusts the allowance for specific revenue
sources as a whole. At June 30, 2021, an allowance for doubtful accounts was not considered necessary as all
accounts receivable were deemed collectible.

Capital Assets

PazLo Education Foundation has adopted a policy to capitalize asset purchases over $1,000. Lesser amounts
are expensed. Donations of capital assets are recorded as contributions at their estimated fair value. Such
donations are reported as net assets without donor restrictions. Capital assets are depreciated using the straight-
line method over the estimated useful lives of the property and equipment or the related lease terms.

Deferred Revenue

Deferred revenue arises when potential revenue does not meet the criteria for recognition in the current period
and when resources are received by the organization prior to the incurrence of expenses. In subsequent periods,
when both revenue recognition criteria are met, the liability for deferred revenue is removed from the statement
of financial position and revenue is recognized.

Income Taxes

PazLo Education Foundation is a 509(a)(1) publicly supported nonprofit organization that is exempt from income
taxes under Section 501(a) and 501(c)(3) of the Internal Revenue Code and classified by the Internal Revenue
Service as other than a private foundation. The Organization is exempt from state franchise or income tax under
Section 23701(d) of the California Revenue and Taxation Code. As an educational institution, the Organization is
not required to register with the California Attorney General as a charity.

The Organization’s management believes all of its significant tax positions would be upheld under examination;
therefore, no provision for income tax has been recorded. The Organization’s information and/or tax returns are
subject to examination by the regulatory authorities for up to four years from the date of filing.

Fair Value Measurements

The Fair Value Measurements Topic of the FASB Accounting Standards Codification establishes a fair value
hierarchy that prioritizes 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
measurements) and the lowest priority to unobservable inputs (Level 3 measurements). A financial instrument’s
level within the fair value hierarchy is based on the lowest level of any input that is significant to the fair value
measurement. The three levels of the fair value hierarchy are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities
in active markets.
Level 2 Inputs to the valuation methodology include quoted prices for similar assets and liabilities in

active markets, and inputs that are observable for the asset or liability, either directly or indirectly,
for substantially the full term of the financial instrument.

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.



PAZLO EDUCATION FOUNDATION
NOTES TO FINANCIAL STATEMENTS, continued
JUNE 30, 2021

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

O. New Accounting Pronouncement

Leases

In February 2016, FASB issued ASU No. 2016-02, Leases (Topic 842). The objective of the ASU is to increase
transparency and comparability in financial reporting by requiring balance sheet recognition of leases and note
disclosure of certain information about lease arrangements. The new FASB ASU topic on leases consists of five
subtopics: overall, lessee, lessor, sale and leaseback transactions, and leveraged lease arrangements. ASU No.
2016-02 is applicable to any entity that enters into a lease. The new lease standard is effective for private
nonprofits with fiscal years beginning after December 15, 2021. The Organization will determine the impact on
the financial statements once required to implement in the 2022-23 fiscal year.

NOTE 2 - CASH AND CASH EQUIVALENTS

Cash and cash equivalents as of June 30, 2021, consists of $1,374,669 in cash in banks held in non-interest bearing
accounts. As of June 30, 2021, $1,127,312 of the PazLo Education Foundation’s bank balance was exposed to
custodial credit risk as there were deposits over $250,000 in accounts held at one or more banks. Custodial credit
risk is the risk that in the event of a bank failure, an organization’s deposits may not be returned to it. PazLo Education
Foundation does not have a policy for custodial credit risk for deposits. The FDIC insures up to $250,000 per depositor
per insured bank.

NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable as of June 30, 2021, consists of the following:

Local control funding sources, state aid $ 1,153,500
Federal sources 132,855
Other state sources 69,181
In lieu property tax payments 42,233
Other local sources 53,865
Total Accounts Receivable $ 1,451,634

NOTE 4 - CAPITAL ASSETS

A summary of activity related to capital assets during the year ended June 30, 2021 consists of the following:

Balance Balance
July 1, 2020 Additions Disposals June 30, 2021
Property and equipment
Furniture and equipment $ 164,916 $ 30,091 $ - $ 195,007
Less accumulated depreciation (106,470) (25,179) - (131,649)
Capital Assets, net $ 58,446 $ 4912 $ - $ 63,358
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