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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
New Leaders, Inc.
New York, New York

Opinion

We have audited the accompanying financial statements of New Leaders, Inc. (New Leaders), which
comprise the statements of financial position as of June 30, 2022 and 2021, and the related statements of
activities and changes in net assets, functional expenses and cash flows for the years 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 New Leaders as of June 30, 2022 and 2021, and its changes in net assets, functional
expenses and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audits 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 New Leaders and to meet our other ethical responsibilities in accordance with the relevant
ethical requirements relating to our audits. 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 New Leaders' ability to continue
as a going concern within one year after the date that the financial statements are available to be issued.

4550 MONTGOMERY AVENUE · SUITE 800 NORTH · BETHESDA, MARYLAND 20814
(301) 951-9090 · WWW.GRFCPA.COM
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Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

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

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

 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.

 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 New Leaders' internal control. Accordingly, no such

opinion is expressed.

 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.

 Conclude whether, in our judgment, there are conditions or events, considered in the

aggregate, that raise substantial doubt about New Leaders' 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.

November 21, 2022
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EXHIBIT A

NEW LEADERS, INC.

STATEMENTS OF FINANCIAL POSITION
AS OF JUNE 30, 2022 AND 2021

ASSETS

2022 2021
CURRENT ASSETS

Cash and cash equivalents $ 34,392,907 $ 17,627,690
Investments 8,537,038 9,784,886
Grants and contributions receivable, net of allowance for doubtful accounts

of $55,939 in 2022 and $34,157 in 2021 4,037,186 3,072,423
Contracts and other receivables 483,649 841,688
Prepaid expenses 466,659 426,118

Total current assets 47,917,439 31,752,805

FIXED ASSETS

Furniture 53,776 53,776
Computer equipment 92,164 42,616
Leasehold improvements 573,850 573,850

719,790 670,242
Less: Accumulated depreciation and amortization (434,555) (350,381)

Net fixed assets 285,235 319,861

NONCURRENT ASSETS

Grants and contributions receivable, net of current portion and net present
value discount of $259,097 in 2022 and $94,477 in 2021 3,585,842 939,680

Cash surrender value of life insurance 61,424 -
Security deposits 70,000 85,383

Total noncurrent assets 3,717,266 1,025,063

TOTAL ASSETS $ 51,919,940 $ 33,097,729

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts payable and accrued liabilities $ 4,350,499 $ 3,390,086
Refundable contract advances 246,215 315,938
Loan payable - 2,000,000
Deferred rent 52,904 41,489

Total current liabilities 4,649,618 5,747,513

NONCURRENT LIABILITIES

Sublease security deposit - 16,993
Deferred rent abatement, net of current portion 149,715 202,619

Total noncurrent liabilities 149,715 219,612

Total liabilities 4,799,333 5,967,125

NET ASSETS

Without donor restrictions 19,219,975 20,783,742
With donor restrictions 27,900,632 6,346,862

Total net assets 47,120,607 27,130,604

TOTAL LIABILITIES AND NET ASSETS $ 51,919,940 $ 33,097,729

See accompanying notes to financial statements. 4



EXHIBIT B

NEW LEADERS, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2022

Without
Donor

Restrictions
With Donor
Restrictions Total

SUPPORT AND REVENUE

Grants and contributions $ 16,261,807 $ 30,070,887 $ 46,332,694
Contracts 4,441,429 - 4,441,429
Investment (loss) income, net (1,243,844) - (1,243,844)
In-kind contributions 522,315 - 522,315
Other revenue 29,317 - 29,317
Net assets released from donor restrictions 8,517,117 (8,517,117) -

Total support and revenue 28,528,141 21,553,770 50,081,911

EXPENSES

Program Services 20,514,287 - 20,514,287

Supporting Services:
Management and General 7,738,698 - 7,738,698
Fundraising 1,838,923 - 1,838,923

Total supporting services 9,577,621 - 9,577,621

Total expenses 30,091,908 - 30,091,908

Changes in net assets (1,563,767) 21,553,770 19,990,003

Net assets at beginning of year 20,783,742 6,346,862 27,130,604

NET ASSETS AT END OF YEAR $ 19,219,975 $ 27,900,632 $ 47,120,607

See accompanying notes to financial statements. 5



EXHIBIT C

NEW LEADERS, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2021

Without
Donor

Restrictions
With Donor
Restrictions Total

SUPPORT AND REVENUE

Grants and contributions $ 6,397,002 $ 9,045,762 $ 15,442,764
Contracts 5,286,329 - 5,286,329
Investment (loss) income, net 1,433,892 - 1,433,892
In-kind contributions 585,897 - 585,897
Other revenue 210,596 - 210,596
Net assets released from donor restrictions 12,064,018 (12,064,018) -

Total support and revenue 25,977,734 (3,018,256) 22,959,478

EXPENSES

Program Services 18,039,283 - 18,039,283

Supporting Services:
Management and General 7,976,223 - 7,976,223
Fundraising 1,820,839 - 1,820,839

Total supporting services 9,797,062 - 9,797,062

Total expenses 27,836,345 - 27,836,345

Changes in net assets (1,858,611) (3,018,256) (4,876,867)

Net assets at beginning of year 22,642,353 9,365,118 32,007,471

NET ASSETS AT END OF YEAR $ 20,783,742 $ 6,346,862 $ 27,130,604

See accompanying notes to financial statements. 6



EXHIBIT D

 Program 
Services 

 Management 
and 

General  Fundraising 

 Total 
Supporting 

Services 
 Total 

Expenses 

Salaries 13,462,508$       3,760,300$       1,343,888$       5,104,188$    18,566,696$  
Payroll taxes and employee benefits 3,207,641           797,713            292,235            1,089,948      4,297,589      
Consultants 2,760,934           739,619            89,685              829,304         3,590,238      
Licensing and subscriptions 39,405                1,056,999         31,637              1,088,636      1,128,041      
Rent -                      445,585            -                    445,585         445,585         
Curriculum materials 35,121                123                   66                     189                35,310           
Professional fees 34,727                257,744            269                   258,013         292,740         
Telecommunications 360                     98,770              -                    98,770           99,130           
Insurance 41,364                88,483              40,667              129,150         170,514         
Depreciation and amortization -                      88,429              -                    88,429           88,429           
Equipment rental and maintenance 60                       108,620            -                    108,620         108,680         
Supplies 25,852                100,836            1,448                102,284         128,136         
Bank service charges -                      28,993              -                    28,993           28,993           
Travel 179,034              47,943              37,684              85,627           264,661         
Postage and delivery 5,011                  6,298                889                   7,187             12,198           
Utilities -                      16,121              -                    16,121           16,121           
Marketing 31,668                -                    -                    -                 31,668           
Printing and reproduction 5,576                  695                   425                   1,120             6,696             
Residents stipends 3,310                  1,000                -                    1,000             4,310             
Conferences and seminars 3,652                  -                    -                    -                 3,652             
Catering 6,932                  30                     30                     60                  6,992             
Bad debt expense -                      94,397              -                    94,397           94,397           
University partner costs 648,751              -                    -                    -                 648,751         
Miscellaneous 22,381                -                    -                    -                 22,381           

TOTAL 20,514,287$       7,738,698$       1,838,923$       9,577,621$    30,091,908$  

Supporting Services

NEW LEADERS, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2022

See accompanying notes to financial statements. 7



EXHIBIT E

 Program 
Services 

 Management 
and 

General  Fundraising 

 Total 
Supporting 

Services 
 Total 

Expenses 

Salaries 13,268,028$       3,387,301$       1,360,572$       4,747,873$    18,015,901$  
Payroll taxes and employee benefits 3,315,631           803,994            313,082            1,117,076      4,432,707      
Consultants 982,774              960,655            81,738              1,042,393      2,025,167      
Licensing and subscriptions 17,420                1,042,709         39,235              1,081,944      1,099,364      
Rent -                      639,344            -                    639,344         639,344         
Curriculum materials 368,883              4,053                465                   4,518             373,401         
Professional fees 18,469                281,321            1,956                283,277         301,746         
Telecommunications -                      236,164            -                    236,164         236,164         
Insurance 12,515                148,126            12,515              160,641         173,156         
Depreciation and amortization -                      139,430            -                    139,430         139,430         
Equipment rental and maintenance 3,075                  136,594            -                    136,594         139,669         
Supplies 9,820                  97,553              5,416                102,969         112,789         
Bank service charges -                      49,691              -                    49,691           49,691           
Travel 15,513                18,104              4,991                23,095           38,608           
Postage and delivery 12,010                7,642                869                   8,511             20,521           
Utilities -                      19,298              -                    19,298           19,298           
Marketing 13,224                25                     -                    25                  13,249           
Printing and reproduction 1,343                  587                   -                    587                1,930             
Residents stipends 400                     -                    -                    -                 400                
Conferences and seminars 178                     -                    -                    -                 178                
Bad debt recovery -                      (294)                  -                    (294)               (294)               
Miscellaneous -                      3,926                -                    3,926             3,926             

TOTAL 18,039,283$       7,976,223$       1,820,839$       9,797,062$    27,836,345$  

NEW LEADERS, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2021

Supporting Services

See accompanying notes to financial statements. 8



EXHIBIT F

NEW LEADERS, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2022 AND 2021

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES

Changes in net assets $ 19,990,003 $ (4,876,867)

Adjustments to reconcile changes in net assets to 
net cash provided (used) by operating activities:

Depreciation and amortization 88,429 139,430
Loss on disposal of fixed assets - 4,540
Unrealized loss (gain) on investments 1,493,469 (1,213,140)
Bad debt (recovery) expense 94,397 (294)
Change in allowance for doubtful accounts (21,782) 15,545
Change in discount on long-term receivables (142,838) (30,967)
Change in cash surrender value of life insurance (61,424) -
Forgiveness of debt (2,000,000) (3,240,395)

(Increase) decrease in:
Grants and contributions receivable (3,540,702) 1,388,357
Contracts and other receivables 358,039 605,855
Prepaid expenses (40,541) (111,264)
Security deposits 15,383 6,134

Increase (decrease) in:
Accounts payable and accrued liabilities 960,413 1,992,853
Refundable contract advances (69,723) 249,938
Deferred rent abatement (41,489) (49,882)
Sublease security deposit (16,993) -

Net cash provided (used) by operating activities 17,064,641 (5,120,157)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of fixed assets (53,803) (32,026)
Purchase of investments (245,621) (172,390)

Net cash used by investing activities (299,424) (204,416)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from PPP loan - 2,000,000

Net cash provided by financing activities - 2,000,000

Net increase (decrease) in cash and cash equivalents 16,765,217 (3,324,573)

Cash and cash equivalents at beginning of year 17,627,690 20,952,263

CASH AND CASH EQUIVALENTS AT END OF YEAR $ 34,392,907 $ 17,627,690

SUPPLEMENTAL NONCASH FINANCING ACTIVITY:

Forgiveness of Debt $ 2,000,000 $ 3,240,395

See accompanying notes to financial statements. 9



NEW LEADERS, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION

Organization -

New Leaders, Inc. ("New Leaders") is a national non-profit organization that works towards
obtaining high academic achievement for every student, especially students of color. By
attracting, preparing and supporting outstanding leaders and improving the performance of the
schools they lead, New Leaders is making sure every student achieves academic excellence
and graduates from high school for overall college, career and citizenship success. Since its
founding in 2000, New Leaders has established successful partnerships with several of the
nation’s largest public education systems, as well as public charter schools.

Basis of presentation -

The accompanying financial statements are presented on the accrual basis of accounting, and
in accordance with Financial Accounting Standards Board (FASB) Accounting Standards
Update (ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit Entities. As such,
net assets are reported within two net asset classifications: without donor restrictions and with
donor restrictions. 

Descriptions of the two net asset categories are as follows:

 Net Assets without Donor Restrictions - Net assets available for use in general

operations and not subject to donor restrictions are recorded as "net assets without donor

restrictions". Assets restricted solely through the actions of the Board are referred to as

Board designated and are also reported as net assets without donor restrictions. 

 Net Assets with Donor Restrictions - Contributions restricted by donors are reported as

increases in net assets without donor restrictions if the restrictions expire (that is, when a

stipulated time restriction ends or purpose restriction is accomplished) in the reporting period

in which the revenue is recognized. All other donor-restricted contributions are reported as

increases in "net assets with donor restrictions", depending on the nature of the restrictions.

When a restriction expires, net assets with donor restrictions are reclassified to net assets

without donor restrictions and reported in the Statements of Activities and Changes in Net

Assets as net assets released from donor restrictions. Gifts of long-lived assets and gifts of

cash restricted for the acquisition of long-lived assets are recognized as revenue without

donor restrictions when the assets are placed in service.

New accounting pronouncements adopted - 

During the year ended June 30, 2022, New Leaders adopted ASU 2020-07, Presentation and
Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets, which improves
generally accepted accounting principles (GAAP) by increasing the transparency of contributed
nonfinancial assets for not-for-profit (NFP) entities through enhancements to presentation and
disclosure. 

The amendments in this update address certain stakeholders' concerns about the lack of
transparency relating to the measurement of contributed nonfinancial assets recognized by
NFPs, as well as the amount of those contributions used in a NFP's programs and other
activities. The ASU was adopted retrospectively and did not change the recognition and
measurement requirements for those contributed nonfinancial assets.

10



NEW LEADERS, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Cash and cash equivalents - 

New Leaders considers all cash and other highly liquid investments with initial maturities of
three months or less to be cash equivalents. Bank deposit accounts are insured by the Federal
Deposit Insurance Corporation (“FDIC”) up to a limit of $250,000. 

At times during the year, New Leaders maintains cash balances in excess of the FDIC
insurance limits. As of June 30, 2022 and 2021, deposits in excess of FDIC insured limits
totaled $34,142,907 and $17,377,690, respectively. Management believes the risk in these
situations to be minimal.

Investments - 

Investments are recorded at their readily determinable fair value. Interest, dividends, realized
and unrealized gains and losses are included in investment (loss) income, which is presented
net of investment expenses paid to external investment advisors, in the accompanying
Statements of Activities and Changes in Net Assets.

Receivables - 

Receivables are recorded at their net realizable value, which approximates fair value. Grants
and contributions receivable that are expected to be collected in future years are recorded at
fair value, measured as the present value of their future cash flows. The discounts on these
amounts are computed using risk-adjusted interest rates applicable to the years in which the
promises are received; amortization of the discounts is included in grants and contributions
revenue. Conditional promises to give are not included as support until the conditions are
substantially met. The allowance for doubtful accounts is determined based upon an annual
review of account balances, including the age of the balance and the historical experience with
the donor.

Fixed assets - 

Fixed assets in excess of $1,000 are capitalized and stated at cost. Fixed assets are
depreciated on a straight-line basis over the estimated useful lives of the related assets,
generally three to five years. Leasehold improvements are amortized over the remaining life of
the lease. The cost of maintenance and repairs is recorded as expenses are incurred. 

Depreciation and amortization expense for the years ended June 30, 2022 and 2021 totaled
$88,429 and $139,430, respectively.

Income taxes - 

New Leaders is exempt from Federal income taxes under Section 501(c)(3) of the Internal
Revenue Code, and was initially classified by the IRS as an educational institution under
Section 509(a)(1)170(b)(1)(a)(ii). On February 7, 2022, New Leaders requested an exemption
reclassification and on July 18, 2022, it was notified by the IRS about a formal reclassification
as a public charity (receiving substantial support from the general public) under Section
509(a)(1)170(b)(1)(a)(vi). Accordingly, no provision for income taxes has been made in the
accompanying financial statements. New Leaders is not a private foundation.

11



NEW LEADERS, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Uncertain tax positions -

For the years ended June 30, 2022 and 2021, New Leaders has documented its consideration
of FASB ASC 740-10, Income Taxes, that provides guidance for reporting uncertainty in income
taxes and has determined that no material uncertain tax positions qualify for either recognition
or disclosure in the financial statements. 

Revenue recognition -

The majority of New Leaders' activities are supported by grants and contributions. Grants and
contributions are recognized in the appropriate category of net assets in the period received.
New Leaders performs an analysis of the individual award to determine if the revenue streams
follow the contribution rules or if they should be recorded as an exchange transaction
depending upon whether the transactions are deemed reciprocal or nonreciprocal under ASU
2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and Accounting Guidance for
Contributions Received and Contributions Made.

For awards qualifying under the contribution rules, revenue is recognized upon notification of
the award and satisfaction of all conditions, if applicable. Awards qualifying as contributions that
are unconditional and have donor restrictions are recognized as "without donor restrictions"
only to the extent of actual expenses incurred in compliance with the donor-imposed restrictions
and satisfaction of time restrictions. Funds received in excess of expenses incurred are shown
as net assets with donor restrictions in the accompanying financial statements.

Awards qualifying as conditional contributions contain a right of return or right of release from
obligation provision and a defined barrier (or barriers), and the entity has limited discretion over
how funds transferred should be spent. Accordingly, revenue is recognized when the condition
or conditions are satisfied (when the related barrier has been overcome; generally, when
qualifying expenditures are incurred); these transactions are nonreciprocal and classified as
conditional and are therefore recognized as contributions when the revenue becomes
unconditional. Funds received in advance of the incurrence of qualifying expenditures are
recorded as refundable advances. New Leaders had no unrecognized conditional awards as of
June 30, 2022 and 2021.

New Leaders receives revenue under contracts that are deemed to be exchange transactions
and follows ASU 2014-09, Revenue from Contracts With Customers. The transaction prices are
based on fixed-fee arrangements agreed upon with its clients. New Leaders records such
revenue when the performance obligations are met, and the revenue is recorded as without
donor restrictions. The typical performance obligation period is within one year. Funds received
in advance of earning contract revenue is recorded as a refundable contract advance liability in
the accompanying Statements of Financial Position.

In-kind contributions - 

In-kind contributions consist of pro-bono legal services and donated software maintenance and
support. In-kind contributions are recorded at their fair value as of the date of the gift.
Contributed 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 be purchased by New Leaders.

12



NEW LEADERS, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Use of estimates - 

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.

Functional allocation of expenses - 

The costs of providing the various programs and other activities have been summarized on a
functional basis in the Statements of Activities and Changes in Net Assets. Accordingly, certain
costs have been allocated among the programs and supporting services benefited. Expenses
directly attributed to a specific functional area of New Leaders are reported as direct expenses
to the programmatic area and those expenses that benefit more than one function are
allocated on a basis of estimated time and effort or other reasonable basis.

Investment risks and uncertainties - 

New Leaders invests in various investment securities. Investment securities are exposed to
various risks such as interest rates, market and credit risks. Due to the level of risk associated
with certain investment securities, it is at least reasonably possible that changes in the values of
investment securities will occur in the near term and that such changes could materially affect
the amounts reported in the accompanying financial statements.

Fair value measurement - 

New Leaders adopted the provisions of FASB ASC 820, Fair Value Measurement. FASB ASC
820 defines fair value, establishes a framework for measuring fair value, establishes a fair value
hierarchy based on the quality of inputs (assumptions that market participants would use in
pricing assets and liabilities, including assumptions about risk) used to measure fair value, and
enhances disclosure requirements for fair value measurements. New Leaders accounts for a
significant portion of its financial instruments at fair value or considers fair value in their
measurement.

New accounting pronouncement (not yet adopted) - 

ASU 2019-01, Leases (Topic 842), changes the accounting treatment for operating leases by
requiring recognition of a lease asset and lease liability at the present value of the lease
payments in the Statements of Financial Position and disclosure of key information about
leasing arrangements. During 2020, the FASB issued ASU 2020-05 and delayed the
implementation date by one year. The ASU is effective for non-public entities with fiscal years
beginning after December 15, 2021. Early adoption is still permitted. The ASU can be applied at
the beginning of the earliest period presented using a modified retrospective approach or
applied at the beginning of the period of adoption recognizing a cumulative-effect adjustment.

New Leaders plans to adopt the new ASU at the required implementation date, and
management is currently in the process of evaluating the adoption method and the impact of the
new standard on its accompanying financial statements.
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NEW LEADERS, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

2. INVESTMENTS

Investments consisted of the following as of June 30, 2022 and 2021:

2022 2021
Fair Value Fair Value

Mutual Funds:
Equities $ 3,479,893 $ 5,639,312
Fixed income 5,057,145 4,145,574

TOTAL INVESTMENTS $ 8,537,038 $ 9,784,886

Included in net investment (loss) income are the following:  

2022 2021

Interest and dividends $ 278,617 $ 245,243
Unrealized (loss) gain on investments (1,493,469) 1,213,140
Investment fees (28,992) (24,491)

NET INVESTMENT (LOSS) INCOME $ (1,243,844) $ 1,433,892

3. GRANTS AND CONTRIBUTIONS RECEIVABLE

As of June 30, 2022 and 2021, contributors to New Leaders have made unconditional written
promises to give, of which $7,882,125 and $4,106,580, respectively, remained due and
outstanding. Amounts due beyond one year of the Statements of Financial Position date have been
recorded at the present value of the estimated cash flows, using a discount rate between 4.25%
and 5.75%. Following is a schedule of amounts due, by year, as of June 30, 2022 and 2021:

2022 2021

Less than one year $ 4,093,125 $ 3,106,580
One to five years 3,789,000 1,000,000

Total 7,882,125 4,106,580
Less: Allowance for doubtful accounts (55,939) (34,157)
Less: Discount to present value (203,158) (60,320)

NET GRANTS AND CONTRIBUTIONS RECEIVABLE $ 7,623,028 $ 4,012,103

4. PAYCHECK PROTECTION PROGRAM (PPP) LOAN

On April 21, 2020, New Leaders received a loan of $3,240,395 under the Paycheck Protection
Program (PPP). During the year ended June 30, 2022, New Leaders expended and tracked the
PPP funds in accordance with the CARES Act guidance and met all conditions (and applied) for
forgiveness of the loan. On June 10, 2021, the full value of the loan was forgiven, and accordingly
New Leaders recognized $3,240,395 as a contribution in the accompanying Statement of Activities
and Changes in Net Assets during the year ended June 30, 2021. 

On March 17, 2021, New Leaders received a PPP loan totaling $2,000,000. New Leaders used the
proceeds for purposes consistent with the program and applied for forgiveness (which was granted
on May 10, 2022). 
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NEW LEADERS, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

4. PAYCHECK PROTECTION PROGRAM (PPP) LOAN (Continued)

Accordingly, the full value of the loan has been recognized as a contribution in the accompanying
Statement of Activities and Changes in Net Assets during the year ended June 30, 2022.

5. NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions consist of the following at June 30, 2022 and 2021:

2022 2021
Subject to expenditure for specified purpose:

Principal training and support $ 4,917,299 $ 4,996,862
Subject to passage of time 22,983,333 1,350,000

TOTAL NET ASSETS WITH DONOR RESTRICTIONS $ 27,900,632 $ 6,346,862

The following net assets with donor restrictions were released from donor restrictions by incurring
expenses (or through the passage of time) which satisfied the restricted purposes specified by the
donors:

Purpose restrictions accomplished:
Principal training and support $ 7,467,117 $ 7,164,018

Passage of time 1,050,000 4,900,000

TOTAL NET ASSETS RELEASED FROM DONOR
RESTRICTIONS $ 8,517,117 $ 12,064,018

6. LINE OF CREDIT

New Leaders maintains a $2,000,000 bank line of credit which is currently set to expire on
February 28, 2023. Amounts borrowed under the line of credit bear interest at the bank’s prime
rate or 2.50% plus LIBOR (4.75% or 3.50% at June 30, 2022 and 3.25% or 2.74% at June 30,
2021). The line is secured by all business assets of the organization (based on the bank's UCC
filing). There were no outstanding borrowings as of June 30, 2022 and 2021.

7. LIQUIDITY AND AVAILABILITY

Financial assets available for use for general expenditures within one year of the Statements of
Financial Position date comprise the following:

2022 2021

Cash and cash equivalents $ 34,392,907 $ 17,627,690
Investments 8,537,038 9,784,886
Grants and contributions receivable 4,037,186 3,072,423
Contracts and other receivables 483,649 841,688

Subtotal financial assets available within one year 47,450,780 31,326,687
Less: Donor restricted program funds (4,917,299) (4,996,862)

FINANCIAL ASSETS AVAILABLE TO MEET CASH NEEDS
FOR GENERAL EXPENDITURES WITHIN ONE YEAR $ 42,533,481 $ 26,329,825
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NEW LEADERS, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

7. LIQUIDITY AND AVAILABILITY (Continued)

New Leaders has a policy to structure its financial assets to be available and liquid as its
obligations become due. As of June 30, 2022 and 2021, New Leaders has financial assets equal to
approximately 17 and 11 months of operating expenses, respectively. 

8. IN-KIND CONTRIBUTIONS

During the years ended June 30, 2022 and 2021, New Leaders was the beneficiary of donated
goods and services which allowed New Leaders to provide greater resources toward various
programs. To properly reflect total program expenses, the following donations have been included
in revenue and expense for the years ended June 30, 2022 and 2021:

2022 2021

Software maintenance and support $ 470,871 $ 564,882
Legal services 51,444 16,015
Postage - 5,000

TOTAL IN-KIND CONTRIBUTIONS $ 522,315 $ 585,897

9. LEASE COMMITMENTS

New Leaders has operating leases for various locations which expire at various dates through
February 2025. New Leaders is responsible for its share of operating expenses and related costs.

New Leaders' leases include annual escalations and rental holidays. Accounting principles
generally accepted in the United States of America require that the total rent commitment should
be recognized on a straight-line basis over the term of the lease. Accordingly, the difference
between the actual monthly payments and the rent expense being recognized for financial
statement purposes is recorded as a deferred rent liability on the Statements of Financial Position.

The following is a schedule of the future minimum lease payments under all leases:

Year Ending June 30,

2023 $ 470,819
2024 495,477
2025 350,764

$ 1,317,060

Rent expense for the years ended June 30, 2022 and 2021 was $445,585 and $639,344,
respectively. The deferred rent liability aggregated $202,619 and $244,108, respectively. 

New Leaders subleased a portion of its office space in Oakland, California under an agreement
which expired on July 31, 2021. Total sublease income recognized in "Other Income" during the
years ended June 30, 2022 and 2021 was $17,521 and $209,096, respectively. The master lease
agreement between New Leaders and the landlord also expired on the same date.
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NEW LEADERS, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

10. RETIREMENT PLAN

New Leaders provides retirement benefits to its employees under Section 401(k) of the Internal
Revenue Code. Employees may contribute to the Plan up to the maximum permitted by law.
Amounts contributed are segregated in a separate fund held by a trustee. New Leaders provides a
100% match of each eligible employee's contribution, up to 3% of covered compensation. Total
contributions to the Plan during the years ended June 30, 2022 and 2021 was $360,221 and
$411,050, respectively. Such amounts are included in payroll taxes and employee benefits in the
accompanying Statements of Functional Expenses.

11. CEO INSURANCE BENEFIT AND DEFERRED COMPENSATION

On October 14, 2020, New Leaders purchased a whole life insurance policy (on the CEO’s life) in
the face amount of $1,000,000. New Leaders owns and is the legal beneficiary of the policy. As of
June 30, 2021, there was no policy cash value recorded in the accompanying Statements of
Financial Position as the policy does not provide such value until the second policy year. As of
June 30, 2022, the policy cash value aggregated $61,424.

In addition, after seven (7) years of continuous employment following October 26, 2020 (the
effective date of the CEO’s current employment agreement), and provided that the CEO’s
performance is satisfactory as determined in New Leaders' sole discretion, New Leaders will pay
the CEO $50,000 per calendar year once he reaches age 65 and continuing through age 84.  As of
June 30, 2022 and 2021, a deferred compensation liability has not been recorded in the
accompanying financial statements as the service and performance requirements have not been
fulfilled, and payments have not commenced. It is anticipated that, if the requirements are fulfilled,
the entire value of the deferred compensation agreement (reduced to its net present value) will
then be recorded as a deferred compensation liability in New Leaders’ financial statements. The
present value of the total deferred compensation represents a contingent liability as of June 30,
2022 and 2021.

12. FAIR VALUE MEASUREMENT

In accordance with FASB ASC 820, Fair Value Measurement, New Leaders has categorized its
financial instruments, based on the priority of the inputs to the valuation technique, into a three-
level fair value hierarchy. The fair value hierarchy gives the highest priority to quoted prices in
active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable
inputs (Level 3). If the inputs used to measure the financial instruments fall within different levels of
hierarchy, the categorization is based on the lowest level input that is significant to the fair value
measurement of the instrument. Investments recorded in the Statements of Financial Position are
categorized based on the inputs to valuation techniques as follows:

Level 1. These are investments where values are based on unadjusted quoted prices for identical
assets in an active market New Leaders has the ability to access.

Level 2. These are investments where values are based on quoted prices for similar instruments in
active markets, quoted prices for identical or similar instruments in markets that are not active, or
model-based valuation techniques that utilize inputs that are observable either directly or indirectly
for substantially the full-term of the investments.

Level 3. These are investments where inputs to the valuation methodology are unobservable and
significant to the fair value measurement.
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NEW LEADERS, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2022 AND 2021

12. FAIR VALUE MEASUREMENT (Continued)

Following is a description of the valuation methodology used for investments measured at fair
value. There have been no changes in the methodologies used as of June 30, 2022 and 2021.

Mutual Funds - Valued at the daily closing price as reported by the fund.  Mutual funds held by
New Leaders are open-end mutual funds that are registered with the SEC. These funds are
required to publish their daily value and to transact at that price. The mutual funds held by New
Leaders are deemed to be actively traded. 

The tables below summarize, by level within the fair value hierarchy, New Leaders' investments as
of June 30, 2022 and 2021:

Level 1 Level 2 Level 3
Total

June 30, 2022
Asset Class:

Mutual Funds -
Equities $ 3,479,893 $ - $ - $ 3,479,893
Fixed income 5,057,145 - - 5,057,145

TOTAL $ 8,537,038 $ - $ - $ 8,537,038

Level 1 Level 2 Level 3
Total

June 30, 2021
Asset Class:

Mutual Funds -
Equities $ 5,639,312 $ - $ - $ 5,639,312
Fixed income 4,145,574 - - 4,145,574

TOTAL $ 9,784,886 $ - $ - $ 19,569,772

13. SUBSEQUENT EVENTS

In preparing these financial statements, New Leaders has evaluated events and transactions for
potential recognition or disclosure through November 21, 2022, the date the financial statements
were issued. 
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