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Independent Auditors’ Report

To the Board of Directors
National Council of Nonprofits

Opinion

We have audited the accompanying financial statements of National Council of Nonprofits (a nonprofit
organization), which comprise the Statements of Financial Position as of December 31, 2023 and 2022, 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 National Council of Nonprofits as of December 31, 2023 and 2022, 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 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
National Council of Nonprofits 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 National Council of Nonprofits’
ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.

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
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Independent Auditor’s Report (continued)

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 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 National Council of Nonprofits’ 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 National Council of Nonprofits’ 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 audits significant audit findings, and certain internal control related matters
that we identified during the audit.

/0/ (L

Rockville, Maryland
June 17, 2024



National Council of Nonprofits

Statements of Financial Position

December 31, 2023 2022

Assets
Cash and cash equivalents $ 1,716,238 $ 2,932,211
Investments 3,705,134 2,242 281
Accounts receivable 14,650 9,521
Contributions receivable 1,666,243 2,603,780
Prepaid expenses 73,466 26,042
Security deposit asset 54,567 54,567
Property and equipment, net 277,946 354,499
Right-of-use asset - operating lease 334,923 544,134

Total assets $ 7,843,167 $ 8,767,035

Liabilities and Net Assets

Liabilities
Accounts payable and accrued expenses $ 252943 S 131,102
Grants payable 393,410 -
Deferred revenue 13,735 28,860
Lease liability - operating lease 592,860 820,403
Total liabilities 1,252,948 980,365
Net assets
Without donor restrictions - undesignated 3,723,976 4,065,390
Without donor restrictions - designated 1,200,000 1,100,000
Total net assets without donor restrictions 4,923,976 5,165,390
With donor restrictions 1,666,243 2,621,280
Total net assets 6,590,219 7,786,670
Total liabilities and net assets $ 7,843,167 $ 8,767,035

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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National Council of Nonprofits

Statements of Activities and Changes in Net Assets

2023 2022
Without Donor  With Donor Without Donor With Donor
Year ended December 31, Restrictions Restrictions Total Restrictions Restrictions Total
Revenue and support
Membership dues $ 320,933 $ - $ 320,933 $ 310,058 $ - $ 310,058
Fees for service 183,469 - 183,469 205,947 - 205,947
Sponsorship 50,000 - 50,000 40,600 - 40,600
Contributions 53,426 1,763,100 1,816,526 209,176 3,328,616 3,537,792
Contributed services 45,632 - 45,632 26,000 - 26,000
Investment earnings (losses) 214,047 - 214,047 (256,167) - (256,167)
Other 36,310 - 36,310 226 - 226
Net assets released from restrictions 2,718,137 (2,718,137) - 3,122,000 (3,122,000) -
Total revenue 3,621,954 (955,037) 2,666,917 3,657,840 206,616 3,864,456
Expenses
Program services
Public policy advocacy 806,920 - 806,920 667,346 - 667,346
Communications 382,028 - 382,028 342,176 - 342,176
Network support 1,689,471 - 1,689,471 487,316 - 487,316
Lobbying activities 43,995 - 43,995 47,692 - 47,692
Total program services 2,922,414 - 2,922,414 1,544,530 - 1,544,530
Supporting services
Fundraising 145,723 - 145,723 190,390 - 190,390
General and administrative 795,231 - 795,231 456,935 - 456,935
Total supporting services 940,954 - 940,954 647,325 - 647,325
Total expenses 3,863,368 - 3,863,368 2,191,855 - 2,191,855
Change in net assets (241,414) (955,037) (1,196,451) 1,465,985 206,616 1,672,601
Net assets, beginning of year 5,165,390 2,621,280 7,786,670 3,699,405 2,414,664 6,114,069
Net assets, end of year $ 4923976 $ 1,666,243 $ 6,590,219 $ 5165390 $ 2,621,280 $ 7,786,670

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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National Council of Nonprofits

Statements of Functional Expenses

Year ended December 31, 2023

Program Services Supporting Services
Public Policy Total Program General and Total Total
Advocacy Communications Network Support  Lobbying Activities Services Fundraising Administrative Supporting Services Expenses

Salaries and benefits $ 614,388 $ 287,360 $ 577,378 $ 36,354 §$ 1,515,480 $ 108,924 § 498,300 $ 607,224 $ 2,122,704
Professional fees 53,688 12,439 42,133 15 108,275 16,124 180,246 196,370 304,645
Occupancy 70,795 33,123 65,144 4,623 173,685 13,152 57,873 71,025 244,710
Subgrants - 836,450 - 836,450 - - - 836,450
Telephone 2,668 1,279 9,577 172 13,696 561 4,152 4,713 18,409
Books and publications 32,960 5,996 2,584 - 41,540 1,780 3,986 5,766 47,306
Depreciation and amortization 23,272 10,675 22,338 1,622 57,907 4,218 18,616 22,834 80,741
Travel 1,795 722 6,913 38 9,468 45 4,716 4,761 14,229
Conventions and meetings - 1,806 91,455 852 94,113 - 8,806 8,806 102,919
Outside computer service 3,482 23,088 18,993 290 45,853 466 2,787 3,253 49,106
Insurance 578 313 495 15 1,401 123 3,293 3,416 4,817
Equipment rental and maintenance 256 113 885 14 1,268 48 601 649 1,917
Membership dues - - 1,470 - 1,470 - - - 1,470
Staff development 2,583 490 3,041 - 6,114 69 3,514 3,583 9,697
Supplies 252 - 983 - 1,235 160 7,650 7,810 9,045
Printing and duplicating 203 4,624 - - 4,827 - 577 577 5,404
Other expenses - - - - - - - - -

Postage and shipping - - - - - 53 114 167 167
In-kind expense 9,632 - 9,632 - - - 9,632
Total $ 806,920 $ 382,028 $ 1,689,471 $ 43,995 $ 2,922,414 $ 145,723  $ 795,231 $ 940,954 $ 3,863,368

The accompanying Notes to Financial Statements are an integral part of these financial statements.

_5-



National Council of Nonprofits

Statements of Functional Expenses (continued)

Year ended December 31, 2022

Program Services

Supporting Services

Public Policy Total Program General and Total Total
Advocacy Communications Network Support Lobbying Activities Services Fundraising Administrative Supporting Services Expenses
Salaries and benefits 478,807 239,299 $ 308,152 § 38,310 $ 1,064,568 151,077  $ 262,509 § 413,586 $ 1,478,154
Professional fees 56,182 14,214 5,975 632 77,003 4,090 104,117 108,207 185,210
Occupancy 78,539 39,017 50,702 6,230 174,488 23,604 39,457 63,061 237,549
Telephone 4,463 2,180 16,426 377 23,446 1,350 2,554 3,904 27,350
Books and publications 30,135 19,632 524 - 50,291 1,986 3,916 5,902 56,193
Depreciation and amortization 12,621 6,224 8,031 1,066 27,942 3,767 6,994 10,761 38,703
Travel 36 - 4,553 31 4,620 2,503 4,845 7,348 11,968
Conventions and meetings - - 87,905 573 88,478 - 17,876 17,876 106,354
Outside computer service 3,659 17,916 1,833 239 23,647 1,121 1,444 2,565 26,212
Insurance 1,903 1,008 1,156 161 4,228 644 1,050 1,694 5,922
Equipment rental and maintenance 811 402 971 73 2,257 238 264 502 2,759
Membership dues - - - - - - 1,470 1,470 1,470
Staff development 190 2,168 964 - 3,322 - 3,144 3,144 6,466
Supplies - 116 72 - 188 - 1,018 1,018 1,206
Printing and duplicating - - 43 - 43 - 2,001 2,001 2,044
Other expenses - - - - - - 4,123 4,123 4,123
Postage and shipping - - 9 - 9 10 153 163 172
Total 667,346 342,176 $ 487,316 $ 47,692 $ 1,544,530 190,390 $ 456,935 § 647,325 § 2,191,855

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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National Council of Nonprofits

Statements of Cash Flows

Year ended December 31, 2023 2022
Cash flows from operating activities
Change in net assets (1,196,451) $ 1,672,601
Adjustments to reconcile change in net assets to net cash
provided by operating activities
Depreciation and amortization 80,741 38,703
Net realized and unrealized loss (gain) on investments (138,636) 311,131
(Increase) decrease in:
Accounts receivable (5,129) (2,671)
Contributions receivable 937,537 (326,366)
Prepaid expenses (47,424) 11,984
Right-of-use asset - operating 209,211 207,529
Increase (decrease) in:
Accounts payable and accrued expenses 121,841 35,098
Grants payable 393,410 -
Deferred revenue (15,125) (7,234)
Lease liability - operating (227,543) (219,455)
Net cash provided by operating activites 112,432 1,721,320
Cash flows from investing activities
Purchases of property and equipment (4,188) (271,655)
Proceeds from sale of investments 473,860 232,886
Purchases of investments (1,798,077) (287,056)
Net cash used by investing activites (1,328,405) (325,825)
Net change in cash and cash equivalents (1,215,973) 1,395,495
Cash and cash equivalents, beginning of year 2,932,211 1,536,716
Cash and cash equivalents, end of year 1,716,238 $ 2,932,211

The accompanying Notes to Financial Statements are an integral part of these financial statements.



National Council of Nonprofits

Notes to Financial Statements

1. Organization  Organization: National Council of Nonprofits (the Council) was founded in 1990
and significant as a 501(c)(3) nonprofit corporation in the District of Columbia. The primary
accounting purpose of the Council is to advance the vital role, capacity and voice of charitable
policies nonprofit organizations through its state and national networks.

The Council is supported primarily through contributions from private foundations
and individuals and from membership dues received.

Basis of accounting: The financial statements have been prepared on the accrual
basis of accounting, which is in accordance with accounting principles generally
accepted in the United States of America.

Cash and cash equivalents: For financial statement purposes, the Council
includes cash accounts and short-term investments held outside of investment
portfolios to be cash and cash equivalents. At December 31, 2023 and 2022, cash
and cash equivalents were comprised of bank deposits and money market funds.

The Council maintains cash balances at two and one commercial bank at December
31, 2023 and 2022, respectively. These balances can exceed the FDIC insured
deposit limit of $250,000 per financial institution. At December 31, 2023 and 2022,
the Organization’s cash balances held at the commercial banks exceeded the
insured limits by approximately $1,264,000 and $2,683,000, respectively. The
Organization has not experienced any losses through the date when the financial
statements were available to be issued.

Investments: Investments in marketable securities are reported at their fair values
in the statements of financial position. Unrealized gains and losses are included in
the changes in net assets. Gains and losses are classified as without donor
restrictions or with donor restrictions, depending on whether external restrictions
were imposed on the gains and losses at the time of the initial investment.

The Council invests in a portfolio that contains various investment securities. Such
investments are exposed to various risks, such as market and credit. Due to the level
of risk associated with such investments and the level of uncertainty related to
changes in the value of such investments, it is at least reasonably possible that
changes in risk in the near-term could materially affect investment balances and
the amounts reported in the financial statements.



National Council of Nonprofits

Notes to Financial Statements

Accounts receivable: Accounts receivable consists primarily of amounts due from
members and amounts due to the Council in conjunction with performing the
Council's mission. Accounts receivable are reported at their outstanding balances,
reduced by an allowance for credit losses. As a result of the adoption of Accounting
Standards Update (ASU) 2016-13, Financial Instruments — Credit Losses, the
Council changed their accounting policy for allowance for credit losses. The
Council assesses the adequacy of an allowance for credit losses at inception of a
receivable, and periodically, based on expected loss over the life of a receivable by
analyzing reasonable available information including historical write-offs, aging
and delinquency trends, economic status of customers, and other general and
contract specific factors. Upon determination that a specific receivable is
uncollectible, the receivable is written off against the allowance for credit losses
reserve. At December 31, 2023 and 2022, management deemed all accounts
receivable to be collectible.

Property and equipment: The Council capitalizes the cost of furniture and
equipment, capitalized website costs and leasehold improvements that cost $500 or
more and that have useful lives of more than one year. Furniture, equipment and
website costs are depreciated or amortized over estimated useful lives of three to
five years using the straight-line method. Leasehold improvements are amortized
over the life of the lease.

Valuation of long-lived assets: The Council reviews property and equipment for
impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of the long-lived asset
is measured by a comparison of the carrying amount of the asset to future
undiscounted net cash flows expected to be generated by the asset. If such assets
are considered to be impaired, the impairment to be recognized is measured by the
amount by which the carrying amount of the assets exceeds the estimated fair value
of the assets. Assets to be disposed of are reported at the lower of the carrying
amount or fair value, less costs to sell.

Grants payable: Grants payable consist of long-term financial obligations relating
to grants issued for the Leading from Strength program.

Grants payable are anticipated to be expended as follows at December 31, 2023:

2024 $ 224,600
2025 168,810
Grants payable $ 393,410




National Council of Nonprofits

Notes to Financial Statements
|

Leases: Operating and finance lease right-of-use assets (ROU) and lease liabilities
are recognized at the lease commencement date based on the present value of the
lease payments over the lease term. ROU assets also include adjustments related to
lease payments made and lease incentives received at or before the commencement
date. The ROU assets resulting from operating and financing leases are disclosed
separately as right-of-use asset — operating/finance lease and the related liabilities
are included in lease liability — operating/finance leases in the Statements of
Financial Position. At lease commencement, lease liabilities are recognized based
on the present value of the remaining lease payments and discounted using the risk-
free rate. Operating lease cost is recognized on a straight-line basis over the lease
term as occupancy in the accompanying Statements of Functional Expenses. Lease
and non-lease components of office lease agreements are accounted as a single
component. Lease terms may include options to extend or terminate the lease when
it is reasonably certain that the Council will exercise that option. The Council
determines if an arrangement is a lease at inception. All leases are recorded on the
Statements of Financial Position except for leases with an initial term less than 12
months for which the Council made the short-term lease election.

Net assets without donor restrictions, undesignated: Net assets whose use is not
restricted by donors or internally designated for other uses.

Net assets without donor restrictions, designated: Designated net assets consist
of an operating reserve established by the Board of Directors and increased or
decreased each year based on the Board's discretion. The Board's goal is to maintain
at least four months' worth of operating expenses in the fund.

Net assets with donor restrictions: Represents resources restricted by donors as

to purpose or by the passage of time. Purpose-restricted resources relate to research
and advocacy to improve policies and practices affecting nonprofit organizations.
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National Council of Nonprofits

Notes to Financial Statements

Revenue recognition: Revenue from contracts with customers is derived primarily
from membership dues. Economic factors driven by industry conditions,
employment, inflation and other world events impact the timing and level of
revenue recognized by the Council. Periods of economic downtown resulting from
any of the above factors may result in declines in revenue recognized by the
Council.

The Council determines the appropriate revenue recognition for these contracts
through the following steps:

Step 1: Identify the contract(s) with a customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the
contract.

Step 5: Recognize revenue when (or as) the entity satisfies a performance
obligation.

Membership dues are recognized as revenue over the period of membership, which
is on a calendar year basis. Membership dues provide economic as well as other
benefits to members and are therefore accounted for as exchange transactions rather
than as contributions. All distinct performance obligations are recognized over the
same period of time.

Sponsorship revenue is recognized at the point in time the related event takes place,
which is when performance obligations are satisfied.

Fees for service revenue recognition is focused on whether a performance
obligation is satisfied over time or at a point in time. If a performance obligation
meets certain specific criteria, the related revenue is recognized over time if the
Council is able to reasonably measure its progress toward complete satisfaction of
the performance obligation using reliable information. If the certain criteria is not
met, revenue is recognized at a point in time.

Fees for service revenue recognized over time and at a point in time are summarized

as follows:

Job Board Advertising Other Fees for
Year ended December 31, 2023 Revenue Income Service Income Total
Recognized over time $ 70,983 $ - 8 -3 70,983
Recognized at a point in time - 47,315 65,171 112,486
Total $ 70,983 $ 47,315 § 65,171 § 183,469
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National Council of Nonprofits

Notes to Financial Statements

Job Board Advertising Other Fees for
Year ended December 31, 2022 Revenue Income Service Income Total
Recognized over time $ 95,871 $ - 8 -3 95,871
Recognized at a point in time - 70,543 39,533 110,076
Total $ 95,871 § 70,543 $ 39,533 $ 205,947

The Council records deferred revenue in situations when amounts are invoiced or
paid but the revenue recognition criteria outlined above are not met. Such revenue
is recognized when all criteria are subsequently met.

The revenue streams noted above do not include significant financing components
as the performance obligations are typically satisfied within a year of receipt of
payment. Economic downturns can affect the level of revenues for all the revenue
streams or can have a positive impact on cash flows in favorable economic times.

Revenue recognition on contributions deemed to be non-exchange transactions will
follow contribution accounting discussed below.

Contract assets and liabilities from membership dues, fees for services, and
sponsorship are included in accounts receivable and deferred revenue in the
accompanying Statements of Financial Position. These balances are the result of
timing differences between when revenue is recognized and when the related
payment is received. As of December 31, 2023 and 2022, $14,650 and $9,521
respectively, of accounts receivable related to revenue under ASC 606. Beginning
balance of accounts receivable related to revenue under ASC 606 was $6,850 as of
January 1, 2022. As of December 31, 2023 and 2022, $13,735 and $28,860
respectively, of deferred revenue related to revenue subject to ASC 606. Beginning
balance of deferred revenue was $36,094 as of January 1, 2022.

Contract costs generally include direct costs such as labor for membership

advocacy, professional services, and meeting expenditures related to conventions
and other events. Costs are expensed as incurred.
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National Council of Nonprofits

Notes to Financial Statements
|

Contributions: Unconditional contributions are recorded as without donor
restrictions or with donor restrictions, depending upon the existence and/or nature
of such restrictions. Support that is restricted by donors is reported as an increase
in net assets with donor restrictions and then reclassified to net assets without donor
restrictions when the restriction expires. Conditional promises to give are not
recognized until the conditions on which they depend are substantially met.
Contributions of assets other than cash are recorded at estimated fair value.
Contributions to be received after one year are discounted at a rate commensurate
with the risk involved. Amortization of the discount is recorded as additional
contribution revenue and used in accordance with donor-imposed restrictions, if
any, on the contributions. An allowance for uncollectible contributions receivable
is made based on management's judgment, based on factors, such as prior collection
history, the type of contribution and other relevant factors.

2023 2022
Amounts due in less than one year $ 1,732,500 $ 1,515,000
Amounts due in one to five years - 1,200,000
Less: discount to net present value (66,257) (111,220)
Contributions receivable, net S 1,666,243 $ 2,603,780

As of December 31, 2023 and 2022, these receivables are deemed fully collectible.
Based on management's evaluation of collectability of contributions receivable, no
allowance for doubtful contributions receivable was recorded at December 31,
2023 and 2022.

The majority of the Council's contribution revenue is received from a few major
foundation sources.

Contributed services: The Council recognizes contributed services at fair value if
the services (a) create or enhance long-lived assets or (b) require specialized skills,
are provided by individuals possessing those skills and (¢) would typically need to
be purchased if not provided by donation. The Council receives in-kind donations
of communications and consulting services. The amounts reflected in the
accompanying financial statements as contributed services are offset by like
amounts included in expenses.

Various members of the Board of Directors have made significant contributions of
their time to develop the Council and its programs. No amounts have been
recognized in the accompanying statements of activities and changes in net assets
because the criteria for recognition of such efforts under U.S. GAAP have not been
satisfied.
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National Council of Nonprofits

Notes to Financial Statements

Functional allocation of expenses: The costs of providing the various programs
and other activities have been summarized on a functional basis in the
accompanying statements of activities. Accordingly, certain costs have been
allocated among the programs and supporting services benefited. Allocable costs,
such as salaries and benefits, occupancy and phone and internet service have been
allocated among the program and supporting services benefited based on estimated
level of effort. The Council's programs are identified below:

Public policy advocacy: Identifies and monitors public policy proposals that
could impact the nonprofit sector and helps to build the advocacy capacity of
state associations and charitable nonprofits.

Network support: Builds the capacity of state associations and nonprofit
organizations to serve their communities.

Communications: Enhances visibility and understanding of the impact of
charitable nonprofits.

Lobbying activities: Advocates through direct lobbying and grassroots
lobbying per the definitions under the IRC. The Council has filed the 501(h)
election, as provided by the IRC.

Expenses that are allocated include the following:

Expenses Method of Allocation
Salaries and benefits Time and effort
Professional fees Time and effort
Operating expenses Time and effort

and direct allocation

Income taxes: The Council is exempt from the payment of federal and local
income taxes on income other than net unrelated business income under Section
501(c)(3) of the Internal Revenue Code (IRC) and has been classified by the
Internal Revenue Service as other than a private foundation. The Council's
newsletter advertising is considered to be unrelated business income.

Uncertainties in income taxes: The Council evaluates uncertainty in income tax
positions based on a more-likely-than-not recognition standard. If that threshold is
met, the tax position is then measured at the largest amount that is greater than 50%
likely of being realized upon ultimate settlement. If applicable, the Council records
interest and penalties as a component of income tax expense. Tax years from
inception to 2019 through the current year remain open for examination by tax
authorities.
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National Council of Nonprofits

Notes to Financial Statements

Recent accounting pronouncement adopted: In June 2016, the Financial
Accounting Standards Board (FASB) issued ASU 2016-13, Financial Instruments
— Credit Losses (Topic 326), or CECL, which prescribes an impairment model for
most financial instruments based on expected losses rather than incurred losses.
Under this model, an estimate of expected credit losses over the contractual life of
the instrument is to be recorded as of the end of a reporting period as an allowance
to offset the amortized cost basis, resulting in a net presentation of the amount
expected to be collected on the financial instrument. For most instruments, entities
must apply the standard using a cumulative-effect adjustment to beginning net
assets as of the beginning of the fiscal year of adoption.

The Council adopted the CECL standard effective January 1, 2023 using the
required modified retrospective approach. The impact of the adoption was not
considered material to the financial statements.

Use of estimates: The preparation of financial statements in accordance with
generally accepted accounting principles (U.S. GAAP) requires management to
make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from those
estimates.

Subsequent events: Material subsequent events have been considered for
disclosure and recognition in these financial statements through June 17, 2024, the
date the financial statements were available to be issued.

2. Investments In accordance with U.S. GAAP, the Council uses the following prioritized input
levels to measure fair value. The input levels used for valuing investments are not
necessarily an indication of risk.

Level 1: Observable inputs that reflect quoted prices for identical assets or
liabilities in active markets, such as stock quotes.

Level 2: Includes inputs other than level 1 inputs that are directly or indirectly
observable in the marketplace, such as yield curves or other market data.

Level 3: Unobservable inputs which reflect the reporting entity's assessment of
the assumptions that market participants would use in pricing the asset or
liability including assumptions about risk, such as bid/ask spreads and liquidity
discounts.
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National Council of Nonprofits
Notes to Financial Statements

Investments are reported at fair value and consist of the following at December 31,
2023 and 2022:

2023 Total Level 1 Level 2 Level 3
Mutual funds - fixed income $ 1,628,112 $ 1,628,112 $ - 8 -
Mutual funds - equities 499,143 499,143 - -
Mutual funds - alternatives 109,196 109,196 - -
Exchange-traded funds 160,917 160,917 - -
Investments carried at fair value 2,397,368 2,397,368 - -
Cash 1,307,766
Total $ 3,705,134 § 2,397,368 $ - 8 -

2022 Total Level 1 Level 2 Level 3
Mutual funds - fixed income $ 1,335,533  $ 1,335,533  $ -3 -
Mutual funds - equities 521,956 521,956 - -
Mutual funds - alternatives 136,589 136,589 - -
Exchange-traded funds 226,068 226,068 - -
Investments carried at fair value 2,220,146 2,220,146 - -
Cash 22,135
Total $ 2242281 $ 2,220,146 $ -3 -

* Cash included in the investment portfolio is not subject to provisions of fair value
measurements as it is recorded at cost.

The following is a summary of the earnings from investments for the years ended
December 31, 2023 and 2022:

2023 2022
Net realized and unrealized gain (loss) on
investments $ 138,636 $ (311,131)
Dividend and interest income 94,271 73,980
Investment fees (18,860) (19,016)
Total investment earnings (loss) $ 214,047 $ (256,167)
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National Council of Nonprofits

Notes to Financial Statements

3. Liquidity and Financial assets available for the Council's general expenditure, that is, financial
availability of  assets without donor or other restrictions limiting their use, within one year of the
resources date of the statement of financial position, are comprised of the following as of

December 31, 2023 and 2022:

2023 2022
Cash and cash equivalents $ 1,716,238 $ 2,932,211
Investments 3,705,134 2,242 281
Accounts receivable 14,650 9,521
Contributions receivable 1,666,243 2,603,780
Total financial assets 7,102,265 7,787,793
Amounts not available within one year:
Less: contributions receivable due in one to five
years, net - (1,088,780)
Less: net assets designated for specific purposes (1,200,000) (1,100,000)
Financial assets available to meet cash needs
for general expenditures within one year $ 5,902,265 $ 5,599,013

The Council manages its financial assets to be available as its operating
expenditures, liabilities and other obligations come due. In addition, financial
assets in excess of daily cash requirements are invested in financial instruments
that can be converted to cash within a short period of time in accordance with the
Council's investment policy. The Council's designated net assets consist of an
operating reserve established by the Board of Directors with the goal of maintaining
at least four months' worth of operating expenses in the fund.

4. Property and  Property and equipment consist of the following at December 31, 2023 and 2022:

Equipment
2023 2022

Furniture and equipment $ 123,689 $ 149,364
Leasehold improvements 284,981 284,981
Capitalized website costs 261,480 293,318
Less: Accumulated depreciation and

amortization (392,204) (373,164)
Property and equipment, net $ 277,946 $ 354,499

Depreciation expense and amortization for the years ended December 31, 2023 and
2022, amounted to $80,741 and $38,703, respectively.
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5. Net Assets

6. Leases under
842

Net assets with donor restrictions and related activity consist of the following in
2023:

Net Assets
Support and Released from  December 31,
January 1, 2023 Revenue Restrictions 2023
Time restricted $ 2,621,280 $ 1,720,000 $ (2,675,037) $ 1,666,243
Purpose restricted - 43,100 (43,100) -
$ 2,621,280 $ 1,763,100 $  (2,718,137) $ 1,666,243

Net assets with donor restrictions and related activity consist of the following in
2022:

Net Assets
Support and Released from  December 31,
January 1, 2022 Revenue Restrictions 2022
Time restricted $ 2,114,244 § 3,328,616 §  (2,821,580) § 2,621,280
Purpose restricted 300,420 - (300,420) -
$ 2,414,664 $ 3,328,616 $§  (3,122,000) $ 2,621,280

The Council leases office space with an expiration date of April 30,2026. The lease
includes a tenant improvement allowance of approximately $320,000 and a rental
abatement of 10 months. The lease provides for fixed increases in the annual base
rent and also increases in operating expenses and real estate taxes. Under FASB
ASC 840 (pre-adoption of the new standard, ASC 842) the difference between rent
expense recognized on a straight-line basis and actual cash payments under the
lease, as well as the utilized tenant improvement allowance, was reflected in
deferred rent on the accompanying Statements of Financial Position.

The right-of-use (ROU) assets represent the Council’s right to use underlying assets
for the lease term, and the lease liabilities represent the Council’s obligation to
make lease payments arising from these leases. The ROU asset and lease liability
from the operating leases were calculated based on the present value of future lease
payments over the lease terms. The Council has made an accounting policy election
to use a risk-free rate, in lieu of its incremental borrowing rate to discount future
lease payments. The weighted average discount rate applied to calculate lease
liabilities as of December 31, 2023 and 2022 was 1.37%, respectively. The
weighted average remaining lease term is 2.33 and 3.33 years as of December 31,
2023 and 2022, respectively.

Total operating lease cost for the years ended December 31, 2023 and 2022 was

$244,710 and $237,548, respectively. Operating lease costs is included in
occupancy in the accompanying Statement of Functional Expenses.
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Future maturities of lease liabilities are as follows:

Year ending December 31,

2024 $§ 245,444

2025 252,157

2026 106,726

Total $ 604,327

Less: imputed interest (11,467)

Lease liability- operating $ 592,860
7. Retirement The Council provides a retirement program for eligible full-time employees who
plans are 21 years of age or older. The Council contributes to the employee's retirement

plan after the employee completes one year of service. Eligible employees may
contribute to the retirement plan at the beginning of employment. For the years
ended December 31, 2023 and 2022, the Council contributed $64,691 and $44,156
to the Plan, respectively.

8. Contributed The Council receives in-kind contributions of time and pro bono services from
Nonfinancial members of the community and volunteers. The Council receives in-kind donations
Assets of communications and consulting services. The amounts reflected in the

accompanying financial statements as contributed services are offset by like
amounts included in expenses. The Council recognizes in-kind contribution
revenue and a corresponding expense in an amount approximating the estimated
fair value at the time of the donation.

For the years ended December 31, 2023 and 2022, the Council received legal
consultation services valued at $36,000 and $26,000, respectively. The Council
additionally received contributions of nonfinancial assets valued at $9,632 during
the year ended December 31, 2023.

All donated services and assets were utilized by the Council’s programs and
supporting services. There were no donor-imposed restrictions associated with the
donated services and assets.

Donated legal services included in management and general are valued at the

standard hourly rates charged for those services. Donated goods are valued at the
wholesale prices that would be received for selling similar products.
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