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McGOVERN & ASSOCIATES, P.C.

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Mt. Airy Improvement District, Inc.
Philadelphia, Pennsylvania

OPINION

We have audited the accompanying financial statements of Mt. Airy Improvement District, Inc. (a
nonprofit organization), which comprise the statement of financial position as of December 31,
2021, and the related statements of activities and changes in net assets, cash flows, and functional
expenses 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 Mt. Airy Improvement District, Inc. as of December 31, 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.

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 Mt. Airy Improvement District, Inc. 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 Mt. Airy
Improvement District, Inc.'s ability to continue as a going concern within one year after the date
that the financial statements are available to be issued.

TAX GOMPLIANGE 4 ACCOUNTING & AUDITING 4 MANAGEMENT ADVISORY SERVICES 4 PERSONAL FINANGIAL PLANNING
4109 Main Street. P.O. Box 4614, Philadelphia. PA 19127 (215) 483-5555 Fax: (215) 482-2417
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McGOVERN & ASSOCIATES, P.C.
INDEPENDENT AUDITOR'S REPORT

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 1involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are
considered material if there is a substantial 1ikelihood 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:

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

e Identify 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.

o 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 Mt. Airy Improvement District, Inc.'s 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 Mt. Airy Improvement District, Inc.'s 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 Mt. Airy Improvement District, Inc.’s 2020 financial statements, and
we expressed an unmodified audit opinion on those audited financial statements in our report dated
March 9, 2021. In our opinion, the summarized comparative information presented herein as of and
for the year ended December 31, 2020, is consistent, in all material respects, with the audited
financial statements from which it has been derived.

Akidy %\j/](g/l—é / L

Philadelphia, Pennsylvania
March 8, 2022
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MT. AIRY IMPROVEMENT DISTRICT, INC.
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2021

WITH COMPARATIVE FINANCIAL INFORMATION AS OF DECEMBER 31, 2020

ASSETS

Current assets:
Cash
Accounts receivable,
net of allowance for doubtful accounts
of $63,954 for 2021 and $ 2020
Prepaid expenses
Total current assets

Fixed assets:
Equipment,
net of accumulated depreciation of $43,962 for 2021
and $40,229 for 2020, respectively

Total assets

LIABILITIES AND NET ASSETS

Current Tiabilities:
Accounts payable and accrued expenses
Deferred revenue
Total current liabilities

Net assets:
Net assets, without donor restrictions

Total liabilities and net assets

See accompanying notes to financial statements

74,968
4,088
426,397

16,541

$442,938

$ 6,082
223,235
229,317
213,621

$442,938

2020
$348,103
94,360

4,169
446,632

20,274

$466,906

$ 6,791
214,790
221,581
245,325

$466,906



MT. AIRY IMPROVEMENT DISTRICT, INC.

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2021

WITH COMPARATIVE FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2020

Support and Revenue:
Assessments
Fees and penalties
Non-profit contributions
Grant income
Interest income
Other income

Total support and revenue

Expenditures:

Program

Administrative and support
Total expenditures
Change in net assets

Net assets, at beginning of year

Net assets, at end of year

2021 2020

Without Donor Restrictions
$195,402 $232,521
5,789 9,426
265 1,000
55,239 39,701
622 532

59
257,376 283,180
254,299 210,684
34,781 36,354
289,080 247,038
(31,704) 36,142
245,325 209,183
$213,621 $245,325

See accompanying notes to financial statements



MT. AIRY IMPROVEMENT DISTRICT, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2021
WITH COMPARATIVE FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2020

2021 2020
Cash flows from operating activities:
Change in net assets $(31,704) $ 36,142
Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities:

Depreciation 3,733 5,153
(Increase) decrease in operating assets:
Accounts receivable 19,392 (16,993)
Prepaid expenses 81 (403)
Increase (decrease) in operating liabilities:
Accounts payable (709) 2,500
Deferred revenue 8,445 194
Net cash provided by (used in) operating activities (762) 26,593

Cash flows from financing activities:

Equipment lease payments (1,484)
Net cash used in financing activities (1,484)
Net increase (decrease) in cash (762) 25,109
Cash, beginning of year 348,103 322,994
Cash, end of year $347,341 $348,103

Supplemental disclosures:
Interest paid $ 54 $ 11
Taxes paid $ -0- $ -0-

See accompanying notes to financial statements



Accounting

Beautification

Bookkeeping

Cleaning

D&0 insurance

Depreciation

Dues and subscriptions
General liability insurance
Greening

Interest expense

Legal collections/Tien fillings
Marketing and communications
Office expenses

Payroll processing fees
Payroll taxes

Rent

Salaries

Special projects

Taxes - sales/use/rental
Telephone and internet
Workers’ compensation

Total expenses

See accompanying notes to financial statements

MT. AIRY IMPROVEMENT DISTRICT, INC.
STATEMENTS OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2021
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2020

2021

Program Supporting Total

Administrative
$ 4,000 $ 4,000
$ 6,934 6,934
988 988
11,581 11,581
1,530 1,530
3,733 3.733
1,274 1,274
2,033 2,033
10,887 10,887
54 54
1,425 1,425
1,427 1,427
1,237 1,237
1,616 1,616
7,970 1,092 9,062
5,580 5,580
105,615 13,750 119,365
103,111 103,111
1,144 1,144
2,099 2,099
$254,299 $ 34,781 $289,080
88.0%4 12.0% 100.0%

2020
Total

$ 4,000
5,016
2,512

10,688
1,511
5,153
1,114
1,858
6,869

i

162
486
1,273
1,430
9,391
5,580
118,253
68,059
120

974
2,578
$247,038

100.0%



Note 1

MT. AIRY IMPROVEMENT DISTRICT, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION FOR THE YEAR DECEMBER 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

Mt. Airy Improvement District, Inc. (the “District”) 1is a Pennsylvania Not-For-Profit
Corporation incorporated on November 22, 2006. The District was established under the Community
and Economic Improvement Act (53 P.S. Section 18101 et. seq.) and operates as a Neighborhood
Improvement District. The District commenced operations on October 1, 2007 and its mission is
to administer programs and services to promote and enhance a more attractive and safer district
including economic growth and increased employment opportunities. The District was scheduled
to sunset on December 31, 2017. City of Philadelphia ordinance 170406 extended the sunset of
the BID until December 31, 2022, The Business Improvement District generally includes both
sides of Germantown Avenue from 6300 to 7631 and certain blocks of streets that intersect that
portion of Germantown Avenue.

Basis of Presentation

The financial statements of the District have been prepared on the accrual basis in accordance
with accounting principles generally accepted in the United States of America. The financial
statements are presented in accordance with Financial Accounting Standards Board (FASB)
Accounting Standards Codification (ASC) 958, and the provisions of the American Institute of
Certified Public Accountants (AICPA) “"Audit and Accounting Guide for Not-for-Profit
Organizations” (the Guide”).

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

Net Assets Without Donor Restrictions

Net assets that are not subject to donor-imposed restrictions and may be expended for any
purpose in performing the primary objectives of the District. The District's board may
designate assets without restrictions for specific operational purposes from time to time.

Net Assets With Donor Restrictions

Net assets subject to stipulations imposed by donors and grantors. Some donor restrictions
are temporary in nature; those restrictions will be met by actions of the District or by
the passage of time. Other donor restrictions are perpetual in nature, whereby the donor
has stipulated the funds be maintained in perpetuity.




Note 1

MT. AIRY IMPROVEMENT DISTRICT, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2021
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION FOR THE YEAR DECEMBER 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash

Cash includes amounts on deposit in checking and money market saving accounts. The District
had no donor restricted cash as of December 31, 2021 and 2020.

Capital Assets

Capital assets, which consist of equipment, are reported in the financial statements. All
capital assets are capitalized at cost and updated for additions and retirements during the
year. The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend an asset’s life are not capitalized. Capital assets of the District are
depreciated using the straight-1ine method over the useful Tives of the assets.

The following is a summary of the capital assets:

2021 2020

Equipment $ 60,503 $ 60,503
Accumulated depreciation (43,962) (40,229)
Net $ 16,541 $ 20,274

Assessment

The boundary of the District includes all commercial properties taxable for real estate purposes
on both sides of Germantown Avenue from 6300 to 7631 plus those commercial properties on certain
blocks of streets that intersect that portion of Germantown Avenue. Properties include
commercially zoned properties, properties used commercially, and apartment buildings containing
five or more residential units. Properties that are statutorily exempt from paying real estate
taxes are exempt from paying assessments to the District. The method of determining the amount
of the assessment fee is as follows: the annual billing amount for the district will be
equitably apportioned by dividing the assessed market value of the property by the total
assessed market value for all properties subject to the assessment and multiplying the result
by the annual billing amount per the ordinance. The Board of Directors may reduce the billing
amount used in this calculation. District assessments will be calculated annually using the
most recent certified values provided by the City of Philadelphia Office of Property Assessment.
The annual assessment charges to be levied on property owners are to be equitably apportioned
among all properties charged within the whole district service area.

10



Note 1

MT. AIRY IMPROVEMENT DISTRICT, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2021
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION FOR THE YEAR DECEMBER 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assessment (Continued)

The Philadelphia ordinance bill number 170406 extended the BID until 2022 and adopted a five-
year budget with maximum billing amounts as follows:

2018 $206,788
2019 $215,060
2020 $223,662
2021 $232,609
2022 $241,913

During the year ended December 31, 2021, the District chose to bill less than the maximum
amount. The District also issued a refund of $19,388 to a property owner who successfully
appealed its assessment.

During the years ended December 31, 2021 and 2020, the District also received $265 and $1,000,
respectively, of voluntary assessments from exempt property owners.

The District uses the allowance method in determining accounts receivable. Management annually
accrues an appropriate percentage as an allowance. For 2021, management did not deem it
necessary to accrue an allowance. The allowance recorded as of both December 31, 2021 and 2020
on accounts deemed uncollectible was $63,954. Periodically, management reviews the accounts
receivable aging to determine its adequacy.

The District legally has the right to lien properties Tocated with the District that do not
pay their annual assessments in a timely manner. Unless other mutually agreeable terms are
reached between the property owners and the District, assessment payments are due in full
before December 1%t of each fiscal year. As of December 31, 2021, the District has filed liens

against delinquent properties.

Deferred Revenue

Deferred revenue represents funds billed for future periods. The District has a deferred revenue
balance of $223,235 and $214,790 as of December 31, 2021 and 2020, respectively.

Methods Used for Allocation of Expenses from Management and General Activities

The financial statements report certain categories of expenses that are attributable to one or
more programs or supporting functions. Those expenses include salaries and payroll taxes which
are allocated between program and administrative functions. The allocation is based on the
executive director’s estimated time spent and effort made on each function.

11



Note 1

Note 2

MT. AIRY IMPROVEMENT DISTRICT, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2021
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION FOR THE YEAR DECEMBER 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.

Tax Status
The District was established as a Pennsylvania Not-For-Profit Corporation, incorporated on
November 22, 2006. The District operates as a neighborhood Improvement District. Therefore, it

is exempt from income taxes.

Prior-Year 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 the District’s
financial statements for the year ended December 31, 2020, from which the summarized information
was derived.

Reclassifications

Certain accounts in prior-year financial statements have been reclassified for comparative
purposes to conform to the presentation in the current-year financial statements.

Subsequent Events

Management has evaluated events or transactions that have occurred after December 31, 2021 (the
financial statements date) through March 8, 2022, the date on which the report was available
to be issued.

CONCENTRATION OF CREDIT RISK

The District maintains its cash balances at a financial institution, which at various times
during the year may exceed the threshold for insurance provided by the Federal Deposit Insurance
Corporation (FDIC). The District has not experienced any losses in such accounts. As of both
December 31, 2021 and 2020, the District’s uninsured cash balance was $0.

12



Note 3

Note 4

Note

Note

Note 7

MT. AIRY IMPROVEMENT DISTRICT, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2021
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION FOR THE YEAR DECEMBER 31, 2020

LEASE COMMITMENT

The District leases its office on a month-to month-basis. Total rent expenses for each of the
years ended December 31, 2021 and 2020 was $5,580.

NET ASSETS WITHOUT DONOR RESTRICTIONS

Net assets without donor restrictions was $213,621 and $245,325 as of December 31, 2021 and
2020, respectively.

NET ASSETS WITH DONOR RESTRICTIONS

The District had no net assets with donor restrictions as of December 31, 2021 and 2020.

LIQUIDITY

Financial assets available for general expenditure within one year are as follows as of December
31, 2021 and 2020.

2021 2020
Cash $347,341 $348,103
Accounts receivable, net of
allowance of doubtful accounts of $63,954
for 2021 and 2020 74,968 94,360
Total $422,309 $442,463

As part of its liquidity management, the District has a goal to maintain financial assets on
hand to meet 60 days of normal operating expenses, which would be approximately $48,000 as of
year end. The District’s goal is to structure its financial assets to be available as general
expenditures, liabilities, and other obligations come due. The District does not have a 1ine

of credit available to assist with 1liquidity management.

SIGNIFICANT UNCERTAINTY

In December 2019, an outbreak of novel strain of coronavirus (COVID-19) originated in Wuhan,
China and has since spread to other countries, including the U.S. On March 11, 2020, the World
Health Organization characterized COVID-19 as a pandemic. In addition, multiple jurisdictions
in the U.S. have declared a state of emergency. It is anticipated that these impacts will
continue for some time. Future potential impacts on the District may include prolonged
disruptions in their ability to provide their community development programs. The impacts on
the economy may reduce grant income and increase support services expenses. The future effects
of these issues are unknown.
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