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AULDIN
& JENKINS

INDEPENDENT AUDITOR’S REPORT

Board of Directors
American Accounting Association
Lakewood Ranch, Florida

We have audited the accompanying financial statements of the American Accounting Association, a not-for-profit
organization, which comprise the statements of financial position as of May 31, 2020 and 2019, and the related
statements of activities, functional expenses and cash flows for the years 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 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
the American Accounting Association as of May 31, 2020 and 2019, and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United States of
Bradenton, Florida

America.
e ¢ Glinas, KKC
September 18, 2020

1401 MANATEE AVENUE WEST, SUITE 1200 « BRADENTON, FLORIDA 34205 « 941-747-4483 « 855-891-0070 « FAX 941-747-6035
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS « www.mjcpa.com



AMERICAN ACCOUNTING ASSOCIATION
STATEMENTS OF FINANCIAL POSITION

MAY 31, 2020 AND 2019

ASSETS

Cash and cash equivalents
Certificates of deposit
Accounts receivable
Pledges receivable, net
Publications inventory
Prepaids and other assets
Property and equipment, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Accounts payable and accrued expenses
Deferred revenue
PPP loan
Long-term debt
Total liabilities

Net assets
Without donor restrictions
With donor restrictions
Time and purpose
Perpetual
Total net assets

TOTAL LIABILITIES AND NET ASSETS

See Notes to Financial Statements.

2020 2019

4,179,053 $ 4,345,897
1,928,333 1,999,476
470,274 525,212
1,440,729 2,025,952
2,774 4,765
185,729 383,952
2,494,898 2,601,552
10,701,790 $ 11,886,806
275177 $ 444,957
1,573,141 2,762,684
538,300 -
1,371,287 1,435,358
3,757,905 4,642,999
4,864,675 4,591,497
1,979,210 2,552,310
100,000 100,000
6,943,885 7,243,807

10,701,790 § 11,886,806




AMERICAN ACCOUNTING ASSOCIATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MAY 31, 2020

With Donor Restrictions

Without Time and
Donor Restrictions Purpose Perpetual Total
Support and revenue
Membership dues $ 2,150,894 $ - $ - $ 2,150,894
FASB codification 205,875 - - 205,875
Subscriptions 388,431 - - 388,431
Advertising 18,880 - - 18,880
Publications/aggregators 3,080,205 - - 3,080,205
Contributions 397,631 67,340 - 464,971
Interest and dividend income 68,525 - - 68,525
Annual meeting 2,205,855 - - 2,205,855
Other revenue (primarily from
programs and seminars) 1,712,666 - - 1,712,666
Net assets released from restrictions 640,440 (640,440) - -
Total support and revenue 10,869,402 (573,100) - 10,296,302
Expenses
Program services
Annual meeting 2,883,677 - - 2,883,677
Committees and awards 326,938 - - 326,938
Conferences and consortia 1,891,814 - - 1,891,814
Memberships and subscriptions 613,092 - - 613,092
Publications 1,537,207 - - 1,537,207
Region support 184,186 - - 184,186
Section support 1,515,659 - - 1,515,659
Special programs 141,129 - - 141,129
Total program services 9,093,702 - - 9,093,702
Support services
Management and general 1,502,522 - - 1,502,522
Total expenses 10,596,224 - - 10,596,224
Change in net assets 273,178 (573,100) - (299,922)
Net assets at beginning of year 4,591,497 2,552,310 100,000 7,243,807
Net assets at end of year $ 4,864,675 $ 1,979,210 $ 100,000 $ 6,943,885

See Notes to Financial Statements.



AMERICAN ACCOUNTING ASSOCIATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MAY 31, 2019

Support and revenue
Membership dues
FASB codification
Subscriptions
Advertising
Publications/aggregators
Contributions
Interest and dividend income
Annual meeting
Loss on disposal of property and equipment
Other revenue (primarily from
programs and seminars)
Net assets released from restrictions
Total support and revenue

Expenses

Program services
Annual meeting
Committees and awards
Conferences and consortia
Memberships and subscriptions
Publications
Region support
Section support
Special programs

Total program services

Support services
Management and general

Total expenses

Change in net assets

Net assets at beginning of year

Net assets at end of year

See Notes to Financial Statements.

With Donor Restrictions

Without donor Time and

Unrestricted Purpose Perpetual Total
$ 1,711,039 $ - $ - 1,711,039
211,687 - - 211,687
406,030 - - 406,030
259,647 - - 259,647
3,058,964 - - 3,058,964
443,733 479,592 - 923,325
66,136 - - 66,136
2,022,033 - - 2,022,033
(4,476) - - (4,476)
1,723,817 - - 1,723,817
718,664 (718,664) - -
10,617,274 (239,072) - 10,378,202
2,186,863 - - 2,186,863
375,692 - - 375,692
2,111,063 - - 2,111,063
601,078 - - 601,078
1,424,322 - - 1,424,322
185,830 - - 185,830
1,716,806 - - 1,716,806
129,777 - - 129,777
8,731,431 - - 8,731,431
1,834,048 - - 1,834,048
10,565,479 - - 10,565,479
51,795 (239,072) - (187,277)
4,539,702 2,791,382 100,000 7,431,084
$ 4,591,497 $ 2,552,310 $ 100,000 7,243,807
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AMERICAN ACCOUNTING ASSOCIATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MAY 31, 2020

With Donor Restrictions
Without Donor Time and
Restrictions Purpose Perpetual Total

Cash flows from operating activities
Change in net assets $ 273,178 $ (573,100) $ - 3 (299,922)
Adjustments to reconcile change in net assets to net
cash provided by (used in) operating activities

Depreciation 142,779 - - 142,779
Decrease in
Pledges receivable - 585,223 - 585,223
Accounts receivable 54,938 - - 54,938
Publications inventory 1,991 - - 1,991
Prepaids and other assets 198,223 - - 198,223
(Decrease) in
Accounts payable and accrued expenses (169,780) - - (169,780)
Deferred revenue (1,189,543) - - (1,189,543)
Net cash provided by (used in) operating activities (688,214) 12,123 - (676,091)

Cash flows from investing activities

Purchase of property and equipment (36,125) - - (36,125)

Purchase of certificates of deposit (887,857) (222,000) (100,000) (1,209,857)

Maturities of certificates of deposit 950,000 231,000 100,000 1,281,000
Net cash provided by investing activities 26,018 9,000 - 35,018

Cash flows from financing activities

Principal paid on long-term debt (64,071) - - (64,071)
Proceeds from PPP loan 538,300 - - 538,300
Net cash provided by investing activities 474,229 - - 474,229

Net increase (decrease) in cash and cash equivalents (187,967) 21,123 - (166,844)
Cash and cash equivalents at beginning of year 3,885,275 360,622 100,000 4,345,897
Cash and cash equivalents at end of year $ 3,697,308 $ 381,745 $ 100,000 $ 4,179,053

Supplemental disclosure of cash flow information
Cash paid for interest $ 60,767

Cash paid for income taxes $ 2,083

See Notes to Financial Statements.



AMERICAN ACCOUNTING ASSOCIATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MAY 31, 2019

With Donor Restrictions
Without Donor Time and

Restrictions Purpose Perpetual Total

Cash flows from operating activities
Change in net assets $ 51,795 $ (239,072) $ - 8 (187,277)
Adjustments to reconcile change in net assets to net
cash provided by operating activities

Depreciation 152,220 - - 152,220
Loss on disposal of property and equipment 4,476 - - 4,476
(Increase) decrease in
Pledges receivable - 243,601 - 243,601
Accounts receivable 285,155 - - 285,155
Publications inventory (2,300) - - (2,300)
Prepaids and other assets (148,435) - - (148,435)
Increase in
Accounts payable and accrued expenses 120,937 - - 120,937
Deferred revenue 344,901 - - 344,901
Net cash provided by operating activities 808,749 4,529 - 813,278

Cash flows from investing activities

Purchase of property and equipment (56,034) - - (56,034)

Purchase of certificates of deposit (2,085) - - (2,085)

Maturities of certificates of deposit - 40,000 - 40,000
Net cash provided by (used in) investing activities (58,119) 40,000 - (18,119)

Cash flows from financing activities

Principal paid on long-term debt (61,533) - - (61,533)
Net cash used in investing activities (61,533) - - (61,533)

Net increase in cash and cash equivalents 689,097 44 529 - 733,626
Cash and cash equivalents at beginning of year 3,196,178 316,093 100,000 3,612,271
Cash and cash equivalents at end of year $ 3,885,275 $ 360,622 $ 100,000 $ 4,345,897

Supplemental disclosure of cash flow information
Cash paid for interest $ 63,304

Cash paid for income taxes $ 21,222

See Notes to Financial Statements.



AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The American Accounting Association (the “Association”) was founded in 1916 as a non-profit
organization. The Association seeks to promote worldwide excellence in accounting education,
research and practice. The Association publishes scholarly journals and conducts meetings, consortia
and conferences on a variety of pedagogical and accounting issues. The Association's members are
primarily accounting faculty members at colleges and universities throughout the world. The
Association also publishes newsletters and engages in other activities to support worldwide excellence
in accounting education, research and practice.

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America.

Cash and Cash Equivalents

The Association considers all highly liquid investments with an initial maturity of three months or less to
be cash equivalents.

Accounts Receivable

The Association records accounts receivables at their net realizable value. An allowance for doubtful
accounts is established based on specific assessment of all amounts that remain unpaid following
normal payment periods. All amounts deemed to be uncollectible are charged against the allowance
for doubtful accounts in the period the determination is made. At May 31, 2020 and 2019, all accounts
receivables are considered fully collectible.

Pledges Receivable

Promises to give are recorded at net realizable value. Unconditional promises to give are recognized
as contribution revenue in the period received. Conditional promises to give are recognized when the
conditions on which they depend are substantially met. An allowance for doubtful accounts is
established based on specific assessment of all amounts that remain unpaid following normal payment
periods. All amounts deemed to be uncollectible are charged against the allowance for doubtful
accounts in the period the determination is made. As of May 31, 2020 and 2019, all pledges receivable
are considered fully collectible.

Publications Inventory

Publications inventory is stated at the lower of cost or market. Cost is determined using the first-in,
first-out (FIFO) method.



AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property and Equipment

The Association records its property and equipment at cost or at fair value, if donated. The Association
maintains a capitalization threshold of $1,000. Depreciation of buildings and equipment is provided for
using the straight-line method over the estimated useful lives of the respective assets. Estimated
useful lives of assets range from 3 to 10 years for furniture, fixtures and equipment; and 10 to 40 years
for buildings and land improvements. Maintenance and repair costs are expensed as incurred.

Deferred Revenue

Membership dues and subscriptions are paid annually and are recognized as income over the 12
month period expected to be benefited. Fees collected in advance for conferences and meetings are
deferred and are recognized in the year of the function.

The Association’s annual meeting is held each August. Fees and contributions collected in advance
and related expenses are deferred.

Publications Revenue

Subscription revenue is amortized over the annual subscription period. Royalty revenue from
aggregators is based upon a multi-year contract and is recognized over the term of the contract.

Contributions

Contributions received are recorded as support with or without donor restrictions depending on the
existence and/or nature of any donor restrictions. Support that is restricted by the donor is reported as
an increase in net assets without donor restrictions if the restriction expires in the reporting period in
which the support is recognized. All other donor-restricted contributions are reported as an increase in
net assets with restrictions, depending on the nature of the restriction. When a 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.

Functional Expenses

The costs of providing various programs and other activities and the administration of the
Association have been summarized on a functional basis in the statement of activities. Salaries and
other expenses which are associated with a specific program are charged directly to that program.
Administrative and general expenses and other expenses which benefit more than one program are
allocated to the various programs based on the relative benefit provided.
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AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income Taxes

The Association is generally exempt from federal and state income taxes under Section 501(c)(3) of
the Internal Revenue Code and comparable state law. The Association is required to pay income taxes
on the excess of revenues derived from activities unrelated to the tax-exempt purpose of the
Association over the related expenses.

The accounting standard on accounting for uncertainty in income taxes addresses the determination of
whether tax benefits claimed or expected to be claimed on a tax return should be recorded in the
financial statements. Under that guidance, the Association may recognize the tax benefit from an
uncertain tax position only if it is more likely than not that the tax position will be sustained on
examination by taxing authorities based on the technical merits of the position. Examples of tax
positions include the tax-exempt status of the Association and various positions related to the potential
sources of unrelated business taxable income (UBIT). There were no unrecognized tax benefits
identified or recorded as liabilities for the years ended May 31, 2020 and 2019.

The Association files income tax returns in the U.S., Florida, and lllinois.
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. Actual results could differ from those estimates.

Changes in Accounting Principle

On August 18, 2016, FASB issued Accounting Standards Update (ASU) 2016-14, Not-for-Profit
Entities (Topic 958) — Presentation of Financial Statements of Not-for-Profit Entities. The update
addresses the complexity and understandability of net asset classification, deficiencies in
information about liquidity and availability of resources, and the lack of consistency in the type of
information provided about expenses and investment return. The Association has implemented ASU
2016-14 effective June 1, 2018, and have adjusted the presentation in these financial statements
accordingly.

Recently Issued and Adopted Accounting Pronouncements

In June 2018, the FASB issued ASU No. 2018-08, Clarifying the Scope and the Accounting
Guidance for Contributions Received and Contributions Made, which establishes standards for
characterizing grants and similar contracts with resource providers as either exchange transactions
or contributions.

The Association adopted the new guidance in ASU No. 2018-08 as of June 1, 2019. There were
not any significant changes as a result of the adoption of ASU 2018-08.
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AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 1.

NOTE 2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Subsequent Events

The Association evaluated its May 31, 2020, financial statements for all subsequent events through
September 18, 2020, the date the financial statements were issued.

LIQUIDITY AND AVAILABILITY

The Association’s working capital and cash flows have seasonal variations during the year
attributable to the annual cash receipts for dues, subscriptions, and contributions received
throughout the year. The Association manages liquidity during the year by utilizing the following
strategies: operating within a budget that reflects the Board of Directors’ strategy, including
responsible revenue generation via contributions, membership dues, conferences, and publications
to cover operating expenditures not covered by donor-restricted resources and intentional
investments, regular analysis of actual operating results versus budget, and establishment of an
operating reserve fund funded to be used to fund operating shortfalls with the approval of the Board
of Directors.

The following table reflects the Association’s total financial assets as of May 31, 2020 and 2019,
which could be made available within 12 months to meet operating expenditures:

Financial assets available to meet operating expenditures over the next 12 months

2020 2019
Cash and equivalents $ 4,179,053 $ 4,345,897
Certificates of deposit 1,928,333 1,999,476
Accounts receivable 470,274 525,212
Pledges receivable 1,440,729 2,025,952
Less net assets with donor restrictions (2,079,210) (2,652,310)
Financial assets available to meet operating expenditures $ 5,939,179 $ 6,244,227
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AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 3. CASH AND CASH EQUIVALENTS

Cash and cash equivalents by managed fund groups consist of the following at May 31, 2020 and

2019:
2020 2019
General operations $ 2,451,694 $ 2,477,035
Sections 1,551,644 1,694,615
Regions 175,715 174,247
Total cash and cash equivalents $ 4,179,053 $ 4,345,897

The amount in excess of FDIC coverage was approximately $0 and $116,061 as of May 31, 2020 and
2019, respectively.

NOTE 4. CERTIFICATES OF DEPOSIT

As of May 31, 2020 and 2019, the Association held certificates of deposit in increments ranging from
$5,000 to $250,000 in separate banking institutions, with no more than $250,000 held at any one
institution. Maturity dates on the certificates of deposit range in increments from one year up to five
years.

NOTE 5. PLEDGES RECEIVABLE

Unconditional promises to give are presented net of the discount to present value using a discount rate
equivalent to the current risk free rate at the time the promise is made. The Association used a
discount rate of 0.017%, which is due to be collected as follows at May 31, 2020 and 2019:

2020 2019
Pledges receivable, less than 1 year $ 773,092 $ 703,374
Pledges receivable, greater than one year 667,750 1,325,500
Discount on pledges receivable (113) (2,922)
Pledges receivable, net $ 1,440,729 $ 2,025,952

The discount amortization is recognized as an increase in contribution income over the duration of the
pledge.
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AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 6.

NOTE 7.

PROPERTY AND EQUIPMENT

Property and equipment consists of the following at May 31, 2020 and 2019:

2020 2019

Land $ 376,934 $ 376,934
Building and improvements 2,447,568 2,437,309
Furniture and equipment 124,397 119,160
Computers and software 647,936 627,313

3,596,835 3,560,716
Less accumulated depreciation (1,101,937) (959,164)
Total property and equipment $ 2,494,898 $ 2,601,552

Depreciation expense was $142,779 and $152,220 for the years ended May 31, 2020 and 2019,
respectively.

NOTES PAYABLE

On February 24, 2015, the Association signed a mortgage agreement with Fifth Third Bank for the
Association’s office building. The original principal sum of the mortgage was $1,680,000 and calls
for interest on the unpaid balance at the rate of 4.25% per annum. Principal and interest is payable
in 119 consecutive monthly installments of $10,403 each with a balloon payment of the remaining
principal in February 2025. As of May 31, 2020, $1,371,287 is outstanding on the mortgage. Debt is
secured by the building and future assignment of rents should the Association enter into a lease
contract on the existing property. Under the terms of the agreement, the Association is required to
maintain its unrestricted liquidity (defined as unrestricted cash plus marketable securities) to funded
debt at not less than 2.5 to 1.0. The Association was in compliance with this requirement as of May
31, 2020.

On May 7, 2020, the Association received $538,300 in funding through the Small Business
Association Payroll Protection Program. Management believes it has satisfied as of July 1, 2020,
the conditions of the loan agreement by spending the entire loan proceeds on allowable expenses
and will apply for forgiveness as soon as the financial institution begins accepting applications for
forgiveness. Management anticipates the entire amount of the loan will be forgiven in fiscal year
ending May 31, 2021. If the loan is not forgiven it bears interest at a rate of 1% and will be repaid
over 24 months with a maturity in May 2022.
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AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 7. NOTES PAYABLE (CONTINUED)

Future maturities of long-term debt based on the amount outstanding as of May 31, 2020, are as
follows:

2021 $ 67,049
2022 69,996
2023 73,072
2024 76,152
2025 1,085,018

$ 1,371,287

NOTE 8. NET ASSETS WITH DONOR RESTRICTIONS TIME AND PURPOSE

Net assets with donor restrictions time and purpose are restricted for the following purposes at May 31,

2020 and 2019:
2020 2019
Seminars and education $ 1,014,493 $ 1,445,880
Awards 964,717 1,106,430
Net assets with donor restrictions $ 1,979,210 $ 2,552,310

Net assets with donor restrictions - time and purpose at May 31, 2020, consisted of $1,440,729 in
pledges receivable, $452,000 in certificates of deposit and $86,481 in cash. Net assets with donor
restrictions — time and purpose at May 31, 2019, consisted of $2,025,952 in pledges receivable,
$483,000 in certificates of deposit, and $43,358 in cash.

Releases from restriction consisted of the following for the year ended May 31, 2020 and 2019:

2020 2019
Seminars and education $ 517,188 $ 569,969
Awards 123,252 148,695
Releases from restrictions $ 640,440 $ 718,664
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AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 9.

NOTE 10.

NOTE 11.

ROYALTY AGREEMENTS

The Association has a major license agreement that expires on December 31, 2024, and may be
renewed thereafter. The agreement is for guaranteed minimum annual royalties of $2,400,000, which
are paid on a quarterly basis and are included in publications/aggregators revenue. Accounts
receivable under the license agreement was $400,000 as of May 31, 2020 and 2019.

EMPLOYEE BENEFIT PLAN

The Association participates in a 401(k) employer defined contribution plan (the “Plan”). Employees
who are at least 21 years old and who have met all eligibility requirements are eligible to participate.
Employer contributions to the Plan are 7% of qualifying employees' compensation. The Association's
contributions to the Plan were $165,089 and $155,026 for the years ended May 31, 2020 and 2019,
respectively. Employees may contribute to the 401(k) plan up to the maximum allowed by law.

ENDOWMENT

The Association holds an endowment which is donor restricted. The Association’s Board of Directors
has interpreted the Florida Uniform Prudent Management of Institutional Funds Act (FUPMIFA) 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,
the Association classifies as net assets with donor restrictions — perpetual: (a) the original value of the
gift donated to the donor restricted endowment, (b) the original value of subsequent gifts to the donor
restricted endowment, and (c) accumulations to the donor restricted endowment made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is added to the
fund. The remaining portion of the donor-restricted endowment fund that is not classified in net assets
with donor restriction — perpetual is classified as net assets with donor restrictions — time and purpose
until those amounts are appropriated for expenditure by the Association in a manner consistent with
the standard of prudence prescribed by FUPMIFA.
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AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 11.

ENDOWMENT (CONTINUED)

In accordance with FUPMIFA, the Association considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

The duration and preservation of the fund;

The purposes of the Association and the donor-restricted endowment fund;
General economic conditions;

The possible effect of inflation and deflation;

The expected total return from income and the appreciation of investments;
Other resources of the Association;

The investment policies of the Association.

No oo~ =

The Association has adopted investment and spending policies for endowment assets that attempt to
protect the principal of the fund and provide consistent long-term income returns. To satisfy its long-
term rate-of-return objectives, the Association relies on a total return strategy in which investment
returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The Association targets a diversified asset allocation that places emphasis on
achieving its long-term return objectives within prudent risk constraints. Given current market
conditions, the funds are currently invested in high qualify fixed income securities. Net earnings during
the period were immaterial as all endowment funds were invested in certificates of deposit.

The endowment net asset composition is as follows:

Net assets with Net assets with
Net assets without Donor restrictions Donor restrictions Total at
Donor restrictions time or purpose perpetual May 31, 2020
Donor-restricted endowment funds $ - $ - $ 100,000 $ 100,000
Net assets with Net assets with
Net assets without Donor restrictions Donor restrictions Total at
Donor restrictions time or purpose perpetual May 31, 2019
Donor-restricted endowment funds $ - $ - $ 100,000 $ 100,000

During the year ended May 31, 2020, there were no changes to the endowment since the initial
contribution was received.

17



AMERICAN ACCOUNTING ASSOCIATION
NOTES TO FINANCIAL STATEMENTS

NOTE 12. CONTINGENCIES

NOTE 13.

During March 2020, the World Health Organization declared the Coronavirus outbreak a global
pandemic. Actions taken around the world to help mitigate the spread of the Coronavirus include
restrictions on travel, and quarantines in certain areas, and forced closures for certain types of
public places and businesses. The Coronavirus and actions taken to mitigate it have had, and are
expected to continue to have an adverse impact on the economies and financial markets of many
countries, including the geographical area in which the Association operates. While it is unknown
how long these conditions will last and what the complete financial effect will be to the Association,
to date, the Association has seen a decrease in support and revenues and could be exposed to
contract cancellation fees for future meetings in 2021. However, the ultimate impact of the
pandemic on the Association’s results of operations, financial position, and liquidity or capital
resources cannot be reasonably estimated at this time.

RECENTLY ISSUED ACCOUNTING STANDARDS

In May 2014, FASB issued Accounting Standards Update 2014-09 (ASU 2014-09), Revenue from
Contracts with Customers. The amendments in this update require changes to the way not-for-
profit entities record revenue.

ASU 2014-09 is effective for annual financial statements issued for fiscal years beginning after
December 15, 2018. On May 20, 2020, FASB delayed the implementation of ASU 2014-09 until
years beginning after December 15, 2019, due to the effects of the COVID-19 crisis. This deferral is
applicable for any entity that had not yet issued its financial statements or made their financial
statements available to be issued. The Association’s financial statements were not issued nor were
they available to be issued at May 20, 2020, therefore, these financial statements do not reflect the
amendments in ASU 2014-09. Management is currently considering the effects of ASU 2014-09 on
its financial statements and does not anticipate any significant changes to the methods used to
recognize revenue.
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