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BB Norton Collar Lund Lilley, rLLC

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Hillsborough Street Community Service Corporation

We have audited the accompanying financial statements of Hillsborough Street Community Service
Corporation (a North Carolina not-for-profit corporation), which comprise the statement of financial
position as of June 30, 2020, 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 audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits 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 Hillsborough Street Community Service Corporation as of June 30, 2020, 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.

Prior Period Financial Statements

The financial statements of Hillsborough Street Community Service Corporation as of June 30, 2019,
were audited by other auditors whose report, dated December 5, 2019, expressed an unmodified opinion
on those statements.

Norton Cotlr Lud Litloy, PLLC

October 20, 2020



Hillsborough Street Community Service Corporation

Statements of Financial Position
June 30, 2020 and 2019

EXHIBIT A
ASSETS
2020 2019
Current Assets
Cash in bank $ 571,961 $ 398,070
Certificates of deposit 162,579 210,770
Contracts receivable 10,183 5,516
744,723 614,356
Fixed Assets
Equipment 29,956 20,280
Less: Accumulated depreciation (18,404) (15,868)
11,552 4,412
$ 756,275 $ 618,768
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable $ 19,702 $ 17,039
19,702 17,039
Net Assets
Without donor-imposed restrictions 736,573 601,729
736,573 601,729
$ 756,275 $ 618,768

See accompanying notes to financial statements.




Hillsborough Street Community Service Corporation

Statements of Activities
Years Ended June 30, 2020 and 2019

EXHIBIT B

Without Restrictions

Support and revenue
Program service revenue $
Government appropriations
Service fee revenue
Contributions
In-kind donations
Interest

Total support and revenue

Expenses
Program services
Management and general
Fundraising

Total expenses

Change in net assets

Net Assets at Beginning of Year

Net Assets at End of Year $

2020 2019
737,777 $ 670,939
125,000 125,000

59,700 53,300
111,420 116,045
2,358 -
8,257 5,591

1,044,512 970,875
697,819 716,454
193,339 201,510

18,510 15,763
909,668 933,727
134,844 37,148
601,729 564,581
736,573 $ 601,729

See accompanying notes to financial statements.



Hillsborough Street Community Service Corporation

Statements of Cash Flows
Years Ended June 30, 2020 and 2019

EXHIBIT C
2020 2019
Cash Flows From Operating Activities
Program services $ 737,777 $ 670,939
Grants and contributions 231,753 236,901
Service fee revenue 59,700 53,300
Interest 8,257 5,591
1,037,487 966,731
Cash paid to employees (264,462) (237,027)
Cash paid for insurance (5,509) (2,717)
Other operating cash payments (632,140) (675,304)
(902,111) (915,048)
Net cash provided by operating activities 135,376 51,683
Cash Flows From Investing Activities
Purchase of fixed assets (9,676) -
Net cash used by investing activities (9,676) -
Net Increase in Cash 125,700 51,683
Cash at Beginning of Year 608,840 557,157
Cash at End of Year $ 734,540 $ 608,840
Reconciliation of Change in Net Assets to Net
Cash Provided by Operating Activities
Change in net assets $ 134,844 $ 37,148
Adjustments to reconcile change in net assets to
net cash provided (used) by operating activities:
Depreciation 2,536 2,140
Increase in accounts receivable (4,667) (4,144)
Increase in accounts payable 2,663 16,539
Total adjustments 532 14,535
Net Cash Provided by Operating Activities $ 135,376 $ 51,683

See accompanying notes to financial statements.



Hillsborough Street Community Service Corporation
Statement of Functional Expenses
For the year ended June 30, 2020

EXHIBIT D
Program Management
Services and General Fundraising Total

Salaries and wages $ 195,703 $ 58,182 $ 10,578 $ 264,463
Payroll taxes 15,632 4,647 845 21,124
Employee benefits 25,721 7,647 1,390 34,758
Staff development - 2,328 - 2,328
Contract services 13,808 4,105 746 18,659
Program expenses 355,364 - - 355,364
Marketing and advertising 45,249 13,452 2,446 61,147
Office supplies - 4,314 - 4,314
Professional fees - 47,152 - 47,152
Rent and utilities 46,342 13,777 2,505 62,624
Insurance - 5,509 - 5,509
Conferences and meetings - 15,845 - 15,845
Dues and subscriptions - 3,394 - 3,394
Repairs and maintenance 4,527 4,527
Miscellaneous expenses 5,924 5,924
Depreciation - 2,536 - 2,536
$ 697,819 $ 193,339 $ 18,510 $ 909,668

See accompanying notes to financial statements.



Hillsborough Street Community Service Corporation
Statement of Functional Expenses
For the year ended June 30, 2019

EXHIBIT E
Program Management

Services and General Fundraising Total
Salaries and wages $ 175,400 $ 52,146 $ 9,481 $ 237,027
Payroll taxes 17,266 5,134 933 23,333
Employee benefits 19,157 5,695 1,036 25,888
Marketing 41,081 12,213 2,221 55,515
Office supplies - 4,684 - 4,684
Legal and accounting - 39,371 - 39,371
Rent 38,694 11,503 2,092 52,289
Insurance - 2,717 - 2,717
Depreciation - 2,140 - 2,140
Program expenses 424,856 - - 424,856
General and administrative expenses - 65,907 - 65,907
$ 716,454 $ 201,510 $ 15,763 $ 933,727

See accompanying notes to financial statements.



Hillsborough Street Community Service Corporation
Notes to Financial Statements
Years Ended June 30, 2020 and 2019

NOTE 1

- NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

NATURE OF ORGANIZATION - The Hillsborough Street Community Service Corporation ("the
Corporation") was organized in Raleigh, North Carolina in 2009 as a private non-profit
organization for the purpose of making the Hillsborough Street community a district destination in
Raleigh.

The Corporation partners with the City of Raleigh, N.C. State University, local businesses, and
property owners to provide services and programs that improve the economic sustainablity of the
businesses, and increases the market value of the properties, within its territory.

PROGRAMS - The Hillsborough Street Community Service Corporation provides one major
program:

Economic Development is a program designed to improve the overall economic
development of Hillsborough Street and to make the community a better place to live, work,
play, shop, dine, learn, and visit by providing a variety of services. The services include
cleaning, security, beautification, marketing, tourism, advocacy, and staging special events.

BASIS OF ACCOUNTING - The accompanying financial statements of the Hillsborough Street
Community Service Corporation have been prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles.

BASIS OF PRESENTATION - The financial statement presentation follows the recommendations
of the Financial Accounting Standards Board in its Accounting Standards Codification 958-205,
Financial Statements of Not-for-Profit Organizations. Under ASC 958-205, the Corporation is
required to report information regarding its financial position and activities according to two
classes of net assets: net assets without donor-imposed restrictions and net assets with donor-
imposed restrictions.

Net assets without donor-imposed restrictions are net assets available for use in general
operations and are not subject to purpose- or time-related restrictions imposed by the original
donor or grantor.

Net assets with donor-imposed restrictions are net assets that result from the receipt of
donations or grants that have been restricted by the donor or grantor. Some donor-imposed
restrictions are temporary in nature, such as those that will be met by the passage of time or
the occurence of events specified by the donor. Other donor-imposed restrictions are
perpetual in nature, where the donor stipulates that the resources be maintained in perpetuity.
Donor-imposed restrictions are released when the conditions are met; that is, when the
specified time has elapsed or the specified purpose has been fulfilled, or both. At June 30,
2020 and 2019, the Corporation did not have any net assets with donor-imposed restrictions.

ALLOWANCE FOR DOUBTFUL ACCOUNTS - Management considers all accounts receivable to
be fully collectible. Accordingly, no allowance for doubtful accounts has been presented. If
management determines that a receivable is not collectible, it is charged off at that time.



Hillsborough Street Community Service Corporation
Notes to Financial Statements
Years Ended June 30, 2020 and 2019

NOTE 1

- NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES - continued

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.

CONTRIBUTIONS AND GRANTS - All contributions and grants are considered to be available for
unrestricted use unless specifically restricted by the donor. Amounts received that are designated
for future periods or restricted by the donor for specified purposes are reported as restricted
support that increases net assets with donor-imposed restrictions. When temporary restrictions
expire, restricted net assets are reclassified to net assets without donor-imposed restrictions and
reported in the statement of activities as net assets released from restrictions. Contributions
received with temporary restrictions that are met in the same reporting period are reported as
unrestricted support and increase net assets without donor-imposed restrictions.

PROMISES TO GIVE - Unconditional promises to give are recognized as revenues or gains in
the period received, and as assets, decreases of liabilities, or expenses depending on the form of
the benefits received. Promises to give are recorded at net realizeable value if expected to be
collected in one year and at fair value if expected to be collected in more than one year.
Conditional promises to give are recognized only when the conditions on which they depend are
substantially met and the promises become unconditional.

CASH AND CASH EQUIVALENTS - For purposes of the statement of cash flows, the
Corporation considers cash in bank and in certificates of deposit to be cash equivalents.

INCOME TAXES - The Hillshorough Street Community Service Corporation is exempt from
Federal income taxes under Section 501(c)(3) of the Internal Revenue Code. Additionally, the
Corporation has been classified as not a private foundation under Section 509(a)(2). However,
income from certain activities not directly related to the Corporation's tax-exempt purpose are
subject to taxation as unrelated business income.

Management has considered the positions taken in its tax returns and believes that they are more
likely than not to be sustained upon examination. Accordingly, no amounts have been recognized
in the accompanying financial statements related to uncertain tax positions. The Corporation's tax
returns are open for review for the years ending June 30, 2020, 2019, 2018, and 2017.

PROPERTY AND EQUIPMENT - The cost of property and equipment in excess of $1,000 is
recorded at cost when purchased and fair value when donated. Major additions or betterments
are charged to the property accounts while replacements, maintenance and repairs are generally
charged to expense as incurred. Depreciation is calculated using the straight-line method.
Estimated useful lives of assets are as follows:

Equipment 5-10 years
The Corporation's policy regarding donated assets is to capitalize and depreciate them using the

straight-line method. Accordingly, donated assets are initially recorded as contribution revenue
with a corresponding entry to the fixed asset on the Statement of Financial Position.



Hillsborough Street Community Service Corporation
Notes to Financial Statements
Years Ended June 30, 2020 and 2019

10

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 5

NOTE 6

NOTE 7

NOTE 8

NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES - continued

FUNCTIONAL EXPENSES - Expenses are charged directly to program or management in
general categories based on specific identification. Indirect expenses have been allocated based
on analysis of personnel time and space utilized for the related activity.

ADVERTISING - The Corporation expenses advertising production costs as they are incurred and
advertising communication costs the first time the advertising takes place.

CONCENTRATION OF CREDIT RISK - Cash is a financial instrument which potentially
subjects the Corporation to a concentration of credit risk. At times cash balances in these
accounts exceed federally insured limits. At June 30, 2020, the Corporation exceeded insured
amounts by $285,868.

IN-KIND CONTRIBUTIONS - Donated property, marketable securities, and other non-cash
donations are recorded as contributions at their estimated fair value on the date of donation.
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 need to be purchased by the Corporation.

For the years ended June 30, 2020 and 2019, the Corporation received donated legal services
valued at $2,358 and $0, respectively.

OPERATING LEASE COMMITMENTS - The Corporation leases office space with monthly
payments of $3,500 per month. The lease is month-to-month, and can be canceled by either party
at any time.

CONCENTRATIONS - The Corporation is receives a significant amount of its support from
appropriations and contributions from the City of Raleigh. Funding received from the City of
Raleigh accounted for 82% and 81% of total revenues in 2020 and 2019, respectively.

COMPENSATED ABSENCES - Employees of the Corporation are entitled to paid vacation, sick
days and personal days off depending on length of service and other factors. It is impracticable
to estimate the amount of compensation for future absences, and accordingly, no liability has
been recorded in the accompanying financial statements. The Corporation's policy is to
recognize the costs of compensated absences when actually paid to employees.

RELATED PARTY TRANSACTIONS - The Corporation contracts with Blue Ridge Corridor
Alliance, Inc., a related party, to provide management and consulting services. Fees paid by the
Blue Ridge Corridor Alliance for the years ended June 30, 2020 and 2019 were $59,700 and
$53,300, respectively.

For the years ended June 30, 2020 and 2019, receivables from related parties totaled $4,377 and
$4,685, respectively.

RECLASSIFICATIONS - Certain items on the 2019 financial statements have been reclassified to
conform to the current year's presentation. These reclassifications had no effect on the reported
results of operations, total assets, total liabilities, or net assets.




Hillsborough Street Community Service Corporation
Notes to Financial Statements
Years Ended June 30, 2020 and 2019
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NOTE 9

NOTE 10

LIQUIDITY AND AVAILABILITY OF FINANCIAL RESOURCES - The Hillsborough Street
Community Service Corporation has $686,517 of financial assets available within one year of the
statement of financial position date to meet cash needs for general expenditures consisting of
cash of $573,385, certificates of deposits that will mature in the upcoming fiscal year of $107,326
and receivables of $5,806. None of the financial assets are subject to donor or other contractual
restrictions that make them unavailable for general expenditure within one year of the statement
of financial position date.

The Corporation's current practice is to attempt to maintain six months of revenues
(approximately $500,000) in reserve in order to be able to meet its financial obligations. The
Corporation also, as cash flows allow, reserves one percent of revenues from the Municipal
Service District tax collected and remitted by the City of Raleigh in order to support future
operations.

SUBSEQUENT EVENTS - The Corporation has evaluated events and transactions that occurred
between June 30, 2020 and October 20, 2020, which is the date that the financial statements
were available to be issued, for possible recognition or disclosure in the financial statements.






