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INDEPENDENT AUDITOR’S REPORT

Board of Directors
The Partnership to Educate and Advance Kids
Chicago, lllinois

Opinion

We have audited the accompanying financial statements of The Partnership to Educate and
Advance Kids (PEAK), which comprise the statement of financial position as of June 30, 2025,
and the related statements of activities, functional expenses and cash flows for the year then
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of The Partnership to Educate and Advance Kids as of June 30, 2025, and
the changes in net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. 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 Partnership to Educate and Advance Kids and to meet our
other ethical responsibilities in accordance with the relevant ethical requirements relating to our
audit. 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 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 financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about The
Partnership to Educate and Advance Kids’ ability to continue as a going concern within one year
after the date that the financial statements are available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
generally accepted auditing standards 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 financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

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

o |dentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

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 Partnership to Educate and Advance Kids’ internal
control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about The Partnership to Educate and Advance Kids’
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.

Report on Summarized Comparative Information

We have previously audited The Partnership to Educate and Advance Kids 2024 financial
statements, and we expressed an unmodified audit opinion on those audited financial statements
in our report dated April 17, 2025. In our opinion, the summarized comparative information
presented herein as of and for the year ended June 30, 2024, is consistent, in all material
respects, with the audited financial statements from which it has been derived.

Sevden e, Fid.
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The Partnership to Educate and Advance Kids
Statement of Financial Position

June 30, 2025

(Comparative Totals for 2024)

Assets

Cash and cash equivalents
Investments

Contributions receivable

Prepaid expenses

Office equipment, net of accumulated
depreciation fo $10,042 and $9,681 at
June 30, 2025 and 2024, respectively)
Restricted cash and cash equivalents

Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses
Deferred revenue
Total liabilities
Net assets:
With donor restrictions

Without donor restrictions

Total net assets

See accompanying notes.

2025 2024
$ 632,510 $ 665,659
- 72,305
59,624 82,475
870 870
1,212 920
588,324 513,027
$ 1,282,540 $ 1,335,256
$ 76,750 $ 228,592
34,114 30,775
110,864 259,367
556,974 538,027
614,702 537,862
1,171,676 1,075,889
$ 1,282,540 $ 1,335,256




The Partnership to Educate and Advance Kids
Statement of Activities
For the Year Ended June 30, 2025
(Comparative Totals for 2024)

2025 2024
Without Donor With Donor
Restrictions Restrictions Total
Revenues:
Sponsor tuition support $ 360,835 $ - $ 360,835 $ 452,286
Grants and contributions 222,635 - 222,635 113,611
In-kind contributions 7,500 - 7,500 2,858
Stewardship events 290,436 - 290,436 226,136
Investment income 2,701 18,947 21,648 24,765
Net assets released from restriction - - - -
Total revenues 884,107 18,947 903,054 819,656
Expenses:
Program services 539,723 - 539,723 537,404
Management and general 125,126 - 125,126 82,516
Fund-raising 142,418 - 142,418 159,744
Total expenses 807,267 - 807,267 779,664
Change in net assets 76,840 18,947 95,787 39,992
Net assets, beginning of the year 537,862 538,027 1,075,889 1,035,897
Net assets, end of the year $ 614,702 $ 556,974 $ 1,171,676 $ 1,075,889

See accompanying notes.



The Partnership to Educate and Advance Kids

Statement of Functional Expenses

For the Year Ended June 30, 2025
(Comparative Totals for 2024)

Advertising

Bank charges

Bad debt expense
Depreciation
Insurance

Office expense
Postage
Professional fees
Salaries and benefits
Stewardship events
Student expenses
Telephone

Tuition payments

See accompanying notes.

Program Management 2025 2024
Services and General  Fund-raising Total Total
$ - $ 2,120 $ - $ 2,120 $ 603
- 3,597 - 3,597 1,561
47,500 - - 47,500 33,082
- 361 - 361 230
- 1,669 - 1,669 1,680
- 2,221 - 2,221 253
- 577 - 577 -
15,333 38,042 44 53,419 16,793
137,109 72,159 72,159 281,427 235,261
- - 70,215 70,215 56,506
15,781 - - 15,781 20,644
- 4,380 - 4,380 5,371
324,000 - - 324,000 407,680
$ 539,723 $ 125,126 $ 142,418 $ 807,267 $ 779,664




The Partnership to Educate and Advance Kids

Statement of Cash Flows

For the Year Ended June 30, 2025
(Comparative Totals for 2024)

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash from operating activities:
Reinvested dividends
Stock donation
Bad debt expense
Depreciation
Changes in operating assets and liabilities:
Contributions receivable
Prepaid expenses
Accounts payable and accrued expenses
Deferred revenue

Cash flows from operating activities
Cash flows from investing activities - purchases
Proceeds from sale of investments
Purchases of investments
Purchase of office equipment

Cash flows from investing activities

Net change in cash and cash equivalents,
and restricted cash and cash equivalents

Cash and cash equivalents, and restricted cash
and cash equivalents:
Beginning of the year

End of the year

Statement of Financial Position:
Cash and cash equivalents
Restricted cash and cash equivalents

See accompanying notes.

2025 2024
$ 95787 $ 39,992
(2,701) (3,574)
(17,203) -
47,500 33,082

361 230
(24,649) (97,782)

- 61

(151,842) 127,621
3,339 (59,337)
(49,408) 40,293
92,209 -

- (10,277)

(653) (1,150)
91,556 (11,427)
42,148 28,866
1,178,686 1,149,820
$ 1,220,834  $ 1,178,686
$ 632510 $ 665,659
588,324 513,027

$ 1,220,834  $ 1,178,686




The Partnership to Educate and Advance Kids
Notes to the Financial Statements

1.

Nature of Operations

The Partnership to Educate and Advance Kids (PEAK) was incorporated as an lllinois not-
for-profit corporation on January 14, 1998. PEAK provides full, four-year high school
scholarships and mentoring to academically marginal, economically disadvantaged, inner-
city children.

Summary of Significant Accounting Policies

Basis of Presentation — The accompanying financial statements have been prepared on
the accrual basis of accounting, which recognizes revenue when earned and expenses
when incurred. The financial statements have been prepared to focus on PEAK as a whole
to present balances and transactions according to the existence or absence of donor-
imposed transactions. This has been accomplished by classification of fund balances and
transactions into two classes of net assets: net assets with donor restrictions and net assets
without donor restrictions.

Net assets and revenues, expenses, gains, and losses are classified based on the existence
or absence of donor-imposed restrictions. Accordingly, net assets and changes therein are
classified as follows:

Net Assets With Donor Restrictions — Net assets subject to donor or
grantor-imposed stipulations. Some donor or grantor restrictions are
temporary in nature, such as those that will be met by the passage of time or
other events specified by the donor. Other donor restrictions are perpetual in
nature, where the donor stipulates that resources be maintained in perpetuity.

Net Assets Without Donor Restrictions — Net assets not subject to donor-
imposed stipulations.

Revenues are reported as increases in unrestricted net assets, unless use of the related
assets is limited by donor-imposed restrictions. Expenses are reported as decreases in net
assets without donor restrictions. Expirations of donor restrictions on net assets (i.e., the
donor imposed stipulated purpose has been fulfiled or the stipulated time period has
elapsed) are reported as reclassifications between the applicable classes of net assets on
the statement of activities.

Cash Equivalents — For the purposes of the statement of cash flows, the Company
considers all highly liquid debt instruments with a maturity of three months or less to be cash
equivalents.



The Partnership to Educate and Advance Kids
Notes to the Financial Statements (cont'd)

2. Summary of Significant Accounting Policies (cont'd)

Investments — Investments are stated at fair value in the statement of financial position.
Gains and losses (realized and unrealized) on investments are recognized as changes in
net assets in the period in which they occur, and investment income is recognized as
revenue in the period earned. Investment income and gains restricted by a donor are
reported as increases in net assets without donor restriction if the restrictions are met (either
by passage of time or by use) in the reporting period in which the income and gains are
recognized. Investment return is reported net of external and direct internal investment
expenses.

Investments are exposed to various risks, such as interest rate, market, and credit. Due to
the level of risk associated with certain investment securities and the level of uncertainty
related to changes in the value of investment securities, it is at least reasonably possible
that changes in risks in the near term could affect the amounts reported in the statement of
financial position and the statement of activities.

Contributions Receivable — Contributions receivable are stated at the amount due from
program sponsors for tuition installments paid by PEAK, reduced by an allowance for
doubtful accounts. No late fees are charged on amounts past due.

The allowance for doubtful accounts is established through bad debt expense.
Management determines the allowance based on historical experience, an assessment of
economic conditions, and a review of subsequent collections. Accounts deemed
uncollectible are charged to expense. Past due status is based on contractual terms
Management has determined an allowance is not necessary at June 30, 2025 and 2024.

Office Equipment — Office equipment is stated at cost or at their estimated fair value at
date of donation. Depreciation is provided on a straight-line basis over the estimated useful
life of five years.

Deferred Revenue — Sponsor payments for tuition and fees collected in advance of the
commencement of the fall semester are recorded as deferred revenue.

Revenue Recognition — PEAK’s primary revenue source is from sponsor tuition support,
whereas PEAK has identified sponsors to fund tuition for the entire school year. Since the
primary beneficiary of the revenue is the student rather than the sponsor, it is recognized as
a contribution, similar to the other contribution revenue sources. Sponsors are invoiced for
their verbal commitment on July 1 of each year, at which time the sponsor tuition revenue is
recognized. Contributions, including unconditional promises to give, are recognized as
revenues in the period received. Conditional promises to give include a barrier and right of
return and are not recognized until they become unconditional, that is, when the conditions
on which they depend are substantially met. Contributions of assets other than cash are
recorded at their estimated fair value. Contributions received with donor-imposed
restrictions that are met in the same year as received are reported as revenues of the net
assets without donor restrictions.



The Partnership to Educate and Advance Kids
Notes to the Financial Statements (cont'd)

2. Summary of Significant Accounting Policies (cont'd)

In-kind Contributions — PEAK records various types of in-kind contributions. Contributed
services are recognized at fair value if the services received (a) create or enhance long-lived
assets, or (b) require specialized skills, are provided by individuals possessing those skills,
and would typically need to be purchased if not provided by donation. The amounts
reflected in the accompanying financial statements as in-kind contributions are offset by like
amounts included in professional fees expense.

Use of Estimates — The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets, liabilities and activities at the date of the financial
statements, and during the reporting period. Actual results could differ from those
estimates. It is reasonably possible that the recorded amounts or related disclosures could
significantly change in the near future as more information is available.

Income Taxes — PEAK is incorporated as a not-for-profit corporation, as described in
Section 501(c)(3) of the Internal Revenue Code. PEAK is exempt from income taxes,
except to the extent of any unrelated business income. There was no unrelated business
income for the years ended June 30, 2025 and 2024. Accordingly, no provision for income
tax is included in the financial statements. The federal and state tax returns for the fiscal
years ended June 30, 2022 through June 30, 2024, remain subject to examination.

Functional Allocation of Expenses — The costs of program and supporting services
activities have been summarized on a functional basis in the statement of activities. The
statements of functional expenses present the natural classification detail of expenses by
function. Accordingly, certain costs have been allocated among the programs and
supporting services benefitted. Payroll expense is allocated based on estimates of time
spent by employee. All direct costs of the programs are charged to the programs, and all
remaining costs are considered management and general, or fund-raising expenses.

Summarized Comparative Information — The financial statements include certain prior
year summarized comparative information in total but not by net asset class. Such
information does not include sufficient detail to constitute a presentation in conformity with
accounting principles generally accepted in the United States of America. Accordingly, such
information should be read in conjunction with PEAK’s financial statements for the year
ended June 30, 2024, from which the summarized information was derived.



The Partnership to Educate and Advance Kids
Notes to the Financial Statements (cont'd)

3. Liquidity and Availability

Assets available to meet cash needs for general expenditures within one year, without
contractual or donor restrictions, consist of the following at June 30:

2025 2024
Cash and cash equivalents $ 632,510 $ 665,659
Investments - 72,305
Contributions receivable 59,624 82,475
Restricted cash and cash equivalents 588,324 513,027
Less net assets with restriction (556,974) (538,027)

$ 723,484 $ 795,439

PEAK’s goal is generally to maintain financial assets sufficient to fund expenses for the next
year, not being covered by sponsor commitments.

4. Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.

Fair value is categorized in three levels based on the reliability of observable inputs as follows:

Level 1 — Valuations are based on quoted prices in active markets for identical assets or
liabilities that PEAK has the ability to access at the measurement date.

Level 2 — Valuations are based on quoted prices for similar assets or liabilities in active
markets, quoted prices for identical or similar assets or liabilities in markets that are not
active, and model-derived valuations whose significant inputs are observable.

Level 3 — Valuations are based on unobservable inputs for the asset or liability that
reflect the reporting entity’s own data and assumptions that market participants would
use in pricing the asset or liability.

The asset’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.

-10 -



The Partnership to Educate and Advance Kids
Notes to the Financial Statements (cont'd)

4. Fair Value Measurements (cont’d)

The money market fund held at June 30, 2024 was classified within Level 1 because it was
an actively traded fund with a published trade price.

2024

Level 1 Level 2 Level 3 Total

Vanguard federal money
market fund $ 72,305 $ - $ - $ 72,305

PEAK recognizes transfers into and out of levels within the fair value hierarchy at the end of the
reporting period. There were no transfers between levels during the year.

5. In Kind Contributions

Volunteers to PEAK donated a significant number of hours to program services, management,
and fund-raising activities, for which no value has been assigned. PEAK received contributed
audit services, with a fair value of $7,500 at June 30, 2025 ($2,858 at June 30, 2024),
determined based on unbilled hours at normal billing rates, which have been recorded as in-kind
contribution revenue and professional fees expense under management and general, resulting in
no effect on change in net assets or ending net assets.

6. Net Assets with Donor Restrictions

In a prior fiscal year, PEAK received a grant of $500,000 to establish a scholarship fund,
included in net assets with donor restriction at June 30, 2025 and 2024. The grant is
intended to be a permanent endowment whereby the principal is to be held in perpetuity and
the income used to support one new Peak Scholarship each year beginning with the 2023-
2024 school year, with each scholarship continuing for four years, with the intent to support
the equivalent of four full scholarships starting in the fourth year. In establishing this
scholarship funding policy, PEAK considered the long-term expected return on its
investment assets.

-11 -



The Partnership to Educate and Advance Kids
Notes to the Financial Statements (cont'd)

6. Net Assets with Donor Restrictions (cont'd)

The Board of Directors of PEAK has interpreted the State Prudent Management of
Institutional Funds Act (SPMIFA) 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, PEAK classifies as net assets
with donor restrictions (a) the original value of gifts donated to the perpetual endowment, (b)
the original value of subsequent gifts to the perpetual endowment, and (c) accumulations to
the perpetual endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund. In accordance with SPMIFA,
PEAK considers the following factors in making a determination to appropriate or
accumulate donor-restricted endowment funds: (1) the duration and preservation of the
various funds, (2) the purposes of the donor-restricted endowment funds, (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 PEAK, and
(7) PEAK'’s investment policies.

PEAK has invested the endowment assets in a separate money market fund, with interest
earned on the fund to be used to fund scholarships. If the income earned by the fund is not
sufficient to meet the funding obligation, a portion of the principal may be utilized in any one
year to sustain the scholarships.

The change in endowment net assets as of June 30, 2025, and 2024 are as follows:

2025 2024
Endowment net assets, beginning of year $ 513,027 $ 500,000
Investment income 18,947 23,827
Amount appropriated for expenditure - (10,800)
Endowment net assets, end of year $ 531,974 $ 513,027

PEAK also received a donation of $25,000 in a prior year to be used for a special needs
student, which is included in net assets with donor restriction at June 30, 2025 and 2024.

7. Subsequent Events

Subsequent events have been evaluated through May 14, 2026, which is the date the financial
statements were available to be issued.

-12 -
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