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Pathways, Adult Education & Training, Inc.
Statement of Financial Position

August 31, 2021

ASSETS

Current Assets
Cash 30,423$         
Contracts and grants receivable 85,453           

Total Current Assets 115,876         

Non-current Assets
Leasehold improvements, net 77,341           

Total Non-current Assets 77,341           

Total Assets 193,217$       

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts payable  13,542$         
Accrued expenses 11,674           
Fiscal agent funds payable 3,541             

Total Current Liabilities 28,757           

Total Liabilities 28,757           

Net Assets
Without donor restrictions 164,460         
With donor restrictions -                     

Total Net Assets 164,460         

Total Liabilities and Net Assets 193,217$       

See accompanying notes to financial statements and independent auditor's report.
 3



Pathways, Adult Education & Training, Inc.
Statement of Activities

For the year ended August 31, 2021

Without With
Donor Donor

Restrictions Restrictions Total
Public Support and Revenue
      Contracts and grants 1,066,669$     -$                   1,066,669$  
      Contributions 10,870            -                     10,870         
      Donated assets and services 50,202            -                     50,202         

1,127,741       -                     1,127,741    

Net Assets Released From Restrictions 120,000          (120,000)        -                   

     Total support, revenue, and 
        reclassifications 1,247,741       (120,000)        1,127,741    

Functional Expenses

    Program service expenses 983,623          -                     983,623       

    Supporting services
       Management and general 99,280            -                     99,280         
       Fundraising 18,770            -                     18,770         

    Total expenses 1,101,673       -                     1,101,673    

Change in Net Assets 146,068          (120,000)        26,068         

Net Assets - Beginning of Year 18,392            120,000         138,392       

Net Assets - End of Year 164,460$        -$                   164,460$     

See accompanying notes to financial statements and independent auditor's report.
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Pathways, Adult Education & Training, Inc.
Statement of Functional Expenses

For the year ended August 31, 2021

Management
Program and Fund-
Services General raising Total

Salaries and benefits 664,038$      70,838$     14,879$     749,755$    
Payroll taxes 85,941          9,591         3,303         98,835        
Bank service charges and other fees -                    304            -                304             
Depreciation expense 22,043          1,160         -                23,203        
Donated assets and services 50,202          -                 -                50,202        
Insurance 6,357            -                 -                6,357          
Interest expense -                    88              -                88               
Miscellaneous 528               1,103         -                1,631          
Office expense 4,298            1,534         588            6,420          
Payroll fees 1,044            3,162         -                4,206          
Printing and postage 11,191          -                 -                11,191        
Professional fees -                    11,500       -                11,500        
Program materials, supplies, and expense 52,415          -                 -                52,415        
Rent 81,233          -                 -                81,233        
Subcontractors and teachers 1,544            -                 -                1,544          
Telephone and internet 2,789            -                 -                2,789          

983,623$      99,280$     18,770$     1,101,673$ 

 
See accompanying notes to financial statements and independent auditor's report.
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Pathways, Adult Education & Training, Inc.
Statement of Cash Flows

For the year ended August 31, 2021

Cash flows from operating activities
Change in net assets 26,068$     
Adjustments to reconcile change in net assets to net cash
   used in operating activities:

Depreciation 23,203       

Other changes in operating assets and liabilities:
Contracts and grants receivable (22,514)      
Accounts payable  (17,692)      
Accrued expenses 3,258         
Fiscal agent funds payable 3,028         
Net cash provided by operating activities 15,351       

Cash flows from financing activities
Payment of related-party loan (18,161)      
Payment of  line of credit (10,477)      
Net cash used in financing activities (28,638)      

Net decrease in cash and cash equivalents (13,287)      

Cash and cash equivalents at beginning of year 43,710       

Cash and cash equivalents at end of year 30,423$     

Supplemental Disclosures:
Interest Paid 88$            
Taxes Paid -$               

See accompanying notes to financial statements and independent auditor's report.
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Pathways, Adult Education & Training, Inc. 
Notes to Financial Statements 

August 31, 2021 
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NOTE A – NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Nature of Activities 
Pathways, Adult Education & Training, Inc. (the “Organization”, “Pathways”) was incorporated as a not-for-
profit organization in Massachusetts on July 17, 1979. The Organization has served some 25,000 families from 
the Greater Lynn, Massachusetts area, providing opportunities to learn English or gain a high school 
equivalency (GED), preparing immigrants to become U.S. citizens, and providing pathways toward economic 
self-sufficiency. Pathways serves adults who wish to improve their skills; adults who do not have a high school 
diploma; immigrants seeking to learn English; and youth (16 or older) who have dropped out of school. 
Currently, Pathways offers day and evening classes in the following program areas: Adult Basic Education, 
Adult Secondary Education, English for Speakers of Other Languages, Career Exploration, Basic Computer 
Skills, and U.S. Citizenship. Most of its students are from Lynn, Massachusetts, but individuals from other 
North Shore communities are also served.  
 
Method of Accounting 
Pathways’ policy is to maintain its books and prepare its financial statements on the accrual basis of accounting 
in accordance with accounting principles generally accepted in the United States of America.  Consequently, 
revenues and gains are recognized when earned, and expenses and losses are recognized when incurred. 
 
Net Assets 
Pathways classifies net assets, revenues, gains and losses based on the existence or absence of donor or grantor-
imposed restrictions.  Consequently, net assets and changes therein are classified and reported as follows: 
 

Net Assets without donor restrictions represent the portion of net assets available for use in general 
operations and not subject to donor (or certain grantor) restrictions.  It is Pathways’ policy to report 
gifts with restrictions that are met in the same fiscal year the contributions are made as unrestricted 
revenue.  Additionally, gains and investment income are treated as unrestricted revenue unless 
specifically restricted by the donor or by law. 

 
Net assets with donor restrictions represent the portion of net assets subject to donor (or certain grantor) 
imposed restrictions.  Certain donor-imposed 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-imposed 
restrictions are perpetual in nature, where the donor stipulates resources to be maintained in perpetuity.  
Donor-imposed restrictions are released and are reclassified to net assets without donor restrictions 
when a restriction expires, that is, when the stipulated time has elapsed, when the stipulated purpose 
for which the resources were restricted has been fulfilled, or both. 

 
Revenue Recognition 
Pathways receives funding under cost reimbursement government contracts, which are subject to audit by the 
appropriate government agency. Management believes the results of such audits, if any, will not have any 
additional material effect on the Pathways’ financial position at August 31, 2021 or its changes in net assets for 
the year then ended. 
 
Government contract revenue and grants are recognized when services are rendered or costs incurred. 
Conditional grants are recognized only when the conditions on which they depend are substantially met and the 
grants become unconditional. 
 
Pathways reports gifts of cash and other assets as restricted support if they are received with donor stipulations 
that limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated time 
restriction ends or purpose restriction is accomplished, net assets with donor restrictions are reclassified to net 
assets without donor restrictions and reported in the statement of activities as net assets released from 
restrictions. Net assets with donor restrictions that are released from restriction in the same year received are 
recorded as net assets without donor restrictions. 



Pathways, Adult Education & Training, Inc. 
Notes to Financial Statements 

August 31, 2021 
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NOTE A – NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – 
 (continued) 
 
Pathways reports gifts of land, buildings, and equipment as unrestricted support unless explicit donor 
stipulations specify how the donated assets must be used. Gifts of long-lived assets with explicit restrictions 
that specify how the assets are to be used and gifts of cash or other assets that must be used to acquire long-
lived assets are reported as restricted support. Absent explicit donor stipulations about how long those long-
lived assets must be maintained, Pathways reports expirations of donor restrictions when the donated or 
acquired long-lived assets are placed in service. 
 
In Kind Goods and Services 
Donated services are recognized if the services received create or enhance a non-financial asset or require 
specialized skills provided by individuals possessing those skills, and would typically need to be purchased if 
not provided by donation. When significant, donated securities, materials, equipment and services are reflected 
as contributions in the accompanying statements at their estimated value at the date of receipt.  
 
During the year ended August 31, 2021, the Organization recognized $50,202 in contributed services for 
tutoring and student support. 
 
Functional Allocation of Expenses 
Pathways allocates expenses on a functional basis amongst its programs and supporting services.  Expenses that 
can be identified with a specific program or supporting service are allocated directly to those classifications.  
Expenses common to several functions are allocated in accordance with Pathways’ indirect cost allocation plan.  
Supporting services are those costs related to operating and managing Pathways’ programs on a day-to-day 
basis.  Supporting services have been sub-classified as follows: 
 
Management and general – includes all activities related to Pathways’ internal management and accounting for 
program services. 
 
Fundraising – includes all activities related to maintaining contributor information, donor relations and 
recognition events, writing grant proposals, distributions of materials, and other similar projects related to the 
procurement of funds for Pathways’ programs.  Fundraising expenses also include the direct and indirect costs 
of special fundraising events. 
 
Allocation of functional expenses is based on management’s discretion, time studies and estimates.  These 
variables may change from year to year.  As a result, there may be a fluctuation in the comparative presentation 
of data from year to year. 
 
Use of Estimates 
Management uses estimates and assumptions in preparing financial statements in conformity with accounting 
principles generally accepted in the United States of America. Those estimates and assumptions affect the 
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the 
financial statements, and the reported revenues and expenses during the reporting period. Actual results could 
differ from those estimates. 

 
Management’s Review 
In preparing these financial statements, Pathways’ management has evaluated events and transactions for 
potential recognition of disclosure through May 26, 2022, the date the financial statements were available to be 
issued. 

 
 



Pathways, Adult Education & Training, Inc. 
Notes to Financial Statements 

August 31, 2021 
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NOTE A – NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – 
 (continued) 
 
Cash and Cash Equivalents 
The Organization includes all highly liquid investments purchased with an initial maturity of three months or 
less to be cash equivalents.  
 
Contracts and Grants Receivable 
Contracts and grants receivable represent unconditional promises to give, which are classified as current if they 
are scheduled for payment within one year, and non-current when the expected payment date exceeds one year.  
These amounts are considered fully collectible by management, and consequently, these financial statements 
do not contain a provision for uncollectible receivables.  Therefore, if receivables become uncollectible, they 
will be charged as an expense when that determination is made.  For the year ended August 31, 2021, there 
were no receivables that were considered uncollectible and no bad debts arising from grant commitments. 
 
Leasehold Improvements 
Leasehold improvements are carried at cost or, if donated, at the approximate fair value at the date of donation.  
Repairs and maintenance are charged to expense as incurred and improvements are capitalized.  Acquisitions 
of leasehold improvements in excess of $5,000 are capitalized.  Upon retirement or sale, the asset cost and 
related accumulated depreciation are removed from the accounts and any gain or loss is credited to or charged 
against income.  Depreciation is computed over the assets’ estimated useful lived using the straight-line method. 
 
Impairment of Long-Lived Assets 
In accordance with accounting principles generally accepted in the United States of America, Pathways has 
given consideration to the impairment of long-lived assets in its presentation of these financial statements.  As 
of August 31, 2021, Pathways has not recognized any reduction in the carrying value of its property. 
 
Fiscal Agent Funds Payable 
The Organization serves as the fiscal agent to Lynn Rapid Response Network and accepts assets from donors 
and agrees to transfer those assets to specified beneficiaries.  Donor funds are recognized as cash concurrent 
with the recognition of its liability to the specified beneficiaries. 
 
Income Taxes 
The Organization is exempt from federal taxes under 501(c)(3) of the Internal Revenue Code and did not 
conduct unrelated business, which would be taxable. Therefore, no provision for federal or state taxes has been 
made in the accompanying financial statements. 
 
Advertising 
The Organization uses advertising to promote its programs among the audiences it serves. The costs of 
advertising are expensed as incurred. For the year ended August 31, 2021, the organization incurred $1,023 of 
advertising expense. 
 
 
 
 
 
 
 
 
 
 



Pathways, Adult Education & Training, Inc. 
Notes to Financial Statements 

August 31, 2021 
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NOTE B – LIQUIDITY AND AVAILABILITY 
 
Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use, 
within one year of the Statement of Financial Position date, comprise the following: 
 
 Cash                $  30,423 
 Contracts and grants receivable                85,453 
                $115,876 
 
Pathways has available a $25,000 bank line of credit to assist with its working capital needs. 
 
NOTE C – LEASEHOLD IMPROVEMENTS 
 
At August 31, 2021, leasehold improvements consisted of the following: 
 
Leasehold improvements $ 162,420 
Less: accumulated depreciation (85,079) 
                                                                                                    $   77,341 
 
Depreciation is computed using the straight-line method. Depreciation expense for the year ended August 31, 
2021 was $23,203. 
 
NOTE D – LINE OF CREDIT AND OTHER LOANS 
 
The Organization has a $25,000 line of credit with a bank.  The line of credit is payable on demand. There was 
no outstanding balance on the  line of credit at August 31, 2021. 
 
During May 2020 Pathways borrowed $25,000 from Pathways’ executive director and repaid the outstanding 
loan balance of $18,161 in early December 2020. No interest was charged on the loan. 
 
NOTE E – OPERATING LEASE 
 
In January 2018, Pathways entered into a new seven-year lease to rent office space on The Lynnway in Lynn, 
MA which expires in December 2024. The operating lease includes substantially all utilities, while Pathways 
is responsible for routine repairs and maintenance inside the rented unit. Future minimum annual lease payments 
are as follows: 
 

2022            $ 83,878 
2023   85,555 
2024   87,267 
2025   29,280 
2026             - 

                $285,980 
 
NOTE F – PENSION PLAN 
 
The Organization offers a defined contribution pension plan, designed to qualify under section 403(b) of the 
Internal Revenue Code, to all employees who elect to participate. Participating employees may defer up to 20% 
of gross compensation, with a maximum annual deferral contribution of $19,500 ($25,000 if age 50 or over) 
for 2021. Only employee elective deferrals are allowed. 
 
 



Pathways, Adult Education & Training, Inc. 
Notes to Financial Statements 

August 31, 2021 
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NOTE G – TAX POSITION 
 
The Organization has adopted the application of the provisions of FASB ASC 740-10 (formerly FASB 
Interpretation No. 48, “Accounting for Uncertainty in Income Taxes”). The primary tax positions made by the 
Organization are the existence/non-existence of Unrelated Business Income Tax and the Organization’s status 
as an exempt organization under Section 501(c)(3) of the Internal Revenue Code. The Organization currently 
evaluates all tax positions, and makes determinations regarding the likelihood of those positions being upheld 
under review. For the years presented, and as a result of adoption, the Organization has not recognized any tax 
benefits or loss contingencies for uncertain tax positions based on its evaluations. The Organization's Forms 
990, Return of Organization Exempt from Income Tax, for the years ended August 31, 2021, 2020, 2019, and 
2018 are subject to examination by the IRS, generally for 3 years after they were filed. 
 
NOTE H – FUNDRAISING ACTIVITES 
 
Pathways sponsors various special events to generate contributions as well as to gain public awareness for its 
programs and charitable purpose.  Contributions from fundraising events are reported on the statement of 
activities while direct costs of the events and indirect costs associated with fundraising and direct mail 
campaigns are reported as fundraising expenses in the statement of functional expenses. 
 
NOTE I – CONCENTRATION 
 
Approximately 79% of total revenue for the year ended August 31, 2021 was received from the Massachusetts 
Department of Elementary and Secondary Education and the Commonwealth of Massachusetts Department of 
Early Education and Care from passed-through U.S. Department of Education federal grants and state grants 
from the Commonwealth of Massachusetts.  These grants are subject to audit by the appropriate government 
agency, depending on the severity of exceptions identified, if any, could stop the funding of these grants.  See 
Note J for further discussion. 
 
NOTE J – SUBSEQUENT EVENTS 
 
During fiscal year 2021, the Massachusetts Department of Elementary and Secondary Education, (DESE) 
conducted a review of Pathways fiscal 2018 Independent Auditor’s Report and an audit of Pathways submitted 
financial information.  Upon completion of the review and audit, several grant compliance exceptions were 
identified.  As a result of Pathways failure to timely correct these exceptions, DESE withheld funding of the 
fiscal 2020 and 2021 grants.  During fiscal year 2021, Pathways has entered into a Corrective Action Plan and 
is in the process of remedying the identified exceptions.  Beginning November 2020, DESE reinstated funding 
of the fiscal 2020 and 2021 grants.  It was also recommended by DESE that Pathways have three-months of 
expenditures or $200,000 in an operating reserve.  As of August 31, 2021, an operating reserve has not been 
instituted by the Board of Directors. 
 
In March 2022, DESE began conducting an internal audit of Pathways.  As of the date of this audit report, May 
26, 2022, DESE’s internal auditors have not concluded their internal inspection nor have they issued their audit 
report.  Pathways’ management and board of directors have stated that they are unaware of any audit issues 
stemming from DESE’s internal audit. 
 
 
 
 
 
 
 



Pathways, Adult Education & Training, Inc. 
Notes to Financial Statements 

August 31, 2021 
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NOTE J – SUBSEQUENT EVENTS (continued) 
 
The COVID-19 pandemic developed rapidly in 2020 and continues to severely impacting the United States of 
America’s economy.  Measures taken by various governments to contain the virus have affected economic 
activity.  COVID-19 did not negatively impact contracts with the Department of Elementary and Secondary 
Education.  During the two-month shutdown and thereafter, the Organization was able to conduct its classes 
virtually.   The Organization continues to offer its courses virtually as well as a hybrid in-classroom model in 
fiscal year 2022.  The ongoing economic impact of COVID-19 is undeterminable at the date of this audit report. 
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