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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors
Center for Nonprofit Excellence
Charlottesville, Virginia

Opinion

We have audited the accompanying financial statements of CENTER FOR NONPROFIT EXCELLENCE (a
nonprofit organization), which comprise the statements of financial position as of June 30, 2023 and 2022
and the related statements of activities, 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 CENTER FOR NONPROFIT EXCELLENCE as of June 30, 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
CENTER FOR NONPROFIT EXCELLENCE 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 CENTER FOR NONPROFIT
EXCELLENCE’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.



To the Board of Directors
Center for Nonprofit Excellence

REPORT OF INDEPENDENT AUDITORS

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 are considered material if
there is a substantial likelthood 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:

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

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e 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 CENTER FOR NONPROFIT EXCELLENCE’s internal control.
Accordingly, no such opinion is expressed.

e Tvaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about CENTER FOR NONPROFIT EXCELLENCE’s ability to continue as
a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters
that we identified during the audit.

Charlottesville, Virginia
November 13, 2023



CURRENT ASSETS

CENTER FOR NONPROFIT EXCELLENCE

STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2023 AND 2022

ASSETS

Cash and cash eqUIVALENLS ......ccrvericrricieecieeeeeeireetreeiee e sseeees
ACCOUNES FECEIVADIE wuuvuiiiiiiiiiii s
Contributions receivable - due within one year (Note 4) .....ccocvivivieinciiininnnas
Other receivable (NOE 5) ..ccueeiueiieeniieiierieireeieeeeeeieeeressesessesessesesseseseeseseesesenns

Prepaid expenses

Oher CULTENT ASSELS cuvviviieiiieiiieieeieteeeeeteesteeste et e st e steesteetesrtesseesssessesstesssesseesseesesnees

TOLAL CULTENT ASSELS uvviviiriieiieeeieeeesteete et ste et e et e et e sae e te e tesseesaeesseessssnsesseesseensesnsenns

OTHER ASSETS

Cash internally designated by Board as £€Serves ......ccveurecerreneeeeneerrecrrenereenenennes
Contributions receivable - due after one year (net) (NOte 4) ..c.cveveeerecrrecrrennees
Beneficial interest in assets held by Community Foundations (Note 0) ............
Software under development (INOtE 7) ...c.ccviviiiiiviniiinininiees
Right of use asset under operating lease (NOte 11) ..ccuvvcrvenieeenicrnecireceneenneeen.

TOtAl OthEL ASSELS uviiiiieiiceeeceeeeecec ettt ettt ettt et et e e e saeesaeeteenaesanens

PROPERTY AND EQUIPMENT, NET (INOte 8).......cccccooiiiiiiiiiiiiiiiiiicieee

TOTAL ASSETS ...,

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable and accrued eXpenses ..o
Obligation under operating leases - current (Note 11) ...coccuveiivniiiniiiicnnnn.

Deferred revenue

Total current HaDIlItIES ...cvivviviiieiieieeeeeeceeeeece ettt sttt enis

LONG-TERM LIABILITIES
Obligation under operating lease (INOte 11) .c.c.vvcuieireceenicnicriereeeereennenes

Total long-term HabIltEs ......cvvevrieiiriciriiiiiieiiectreesecsee e

NET ASSETS

Without donor restrictions (INOtE 12) ...c.cveceererrneicernmnineeeereereeererenseseeeenenes
With donor restrictions (NOtE 12) c.c.cevieieuerreniceereniriieerenreeeererseseseeeerenseseseees

Total net assets

TOTAL LIABILITIES AND NET ASSETS ...ooovmuuieeeeiieee e

2023 2022
$ 370,975 $ 477,003
833 5,655
512,582 445 582
157,182 157,182
4364 4,554
2,775 4276
1,048,711 1,094,252
401,411 400,662
62,952 419,582
45104 41,234
48,731

161,115
670,582 910,209
101,253 380

$ 1,820,546

$ 2,004,841

$ 46,105 $ 55213
49,619
39,459 56,352

135,183 111,565

111,496

111,496

807,065 963,785

766,802 929,491
1,573,867 1,893,276

$ 1,820,546

$ 2,004,841

(The accompanying notes are an integral part of these financial statements)
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CENTER FOR NONPROFIT EXCELLENCE

STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED JUNE 30, 2023 AND 2022

2023 2022
WITHOUT WIiTH WITHOUT WIiTH
DonNor DonNor DonNor DonNor
RESTRICTIONS RESTRICTIONS ToTAL RESTRICTIONS RESTRICTIONS ToTAL
PUBLIC SUPPORT, REVENUES, AND GAINS
PuBLIC SUPPORT
Individual CONTIDULONS .vevuierieiririeeieiriieietrisieisieete ettt sesens $ 131,775 $ $ 131,775 $ 125,850 $ 4,462 $ 130,312
Corporate CONLDULIONS ... sssaaees 4,791 10,000 14,791 2,123 10,000 12,123
Foundation contributions 228,500 849,807 1,078,307 8,750 1,260,438 1,269,188
Nonprofit and governmental coNtribULONS ......veveieivienieiiiiececcnees 300 5,250 5,550 157,182 10,500 167,682
Special event (net of event costs of $114,967 and $87,408, respectively) ......... ( 16,690) ( 16,690) 37,582 37,582
Net assets released from restrictions (Note 13) ..o 1,031,421 ( 1,031,421) 599,299 ( 599,299)
Total PUDLC SUPPOLL wecvuvveiieiierieieiiiiiiiiiicieie s sasanaae 1,380,091 ( 166,364) 1,213,727 930,786 686,101 1,616,887
REVENUES
Membership dUES ....cceivieieiiiiiicii st sasee 97,593 97,593 102,879 102,879
Program SEIviCe fEeS ... s 55,783 55,783 34,530 34,530
RESOULCE CEMNLEL wniniiiiiiiiiieieiiieieteie ettt ettt es et s bbb s s e nsene 6,305 6,305 6,178 6,178
OTHER REVENUES AND GAINS (LOSSES)
Interest and dIVIAENdS .oueveveeeeeiriieiriieieree et 314 435 749 140 310 450
Realized and unrealized gains (losses) from beneficial interest in assets
held by Community Foundations ... 630 3,240 3,870 ( 1,102) ( 7,815) ( 8,917)
Other INCOME (OSS) w.vuvriueuiiiicicirieieiree et ( 12) ( 12) 539 539
Total revenues and gains (IOSSES) ....cucuvuevireienienimrieniiiniiiesenisiseeiesenenaes 160,613 3,675 164,288 143,164 ( 7,505) 135,659
Total public support, revenues, other revenues, and gains (losses) ......... 1,540,704 ( 162,689) 1,378,015 1,073,950 678,596 1,752,546
EXPENSES
PLOZIAM oot 1,102,151 1,102,151 708,554 708,554
Management and GENEral ... s 474,960 474,960 299,182 299,182
FUNA-LASING oo as st 120,313 120,313 101,493 101,493
TOAl EXPEIISES ouvvuiveeieiieriiniiiiiiiiteie s se bbb bees 1,697,424 1,697,424 1,109,229 1,109,229
CHANGE IN INET ASSETS ....cuvtiiiiiiiieeiiiieeeiiieeeiiteeeineeeesnteessnseeseaseeesaneeeens ( 156,720) ( 162,689) ( 319,409) ( 35,279) 678,596 643,317
NET ASSETS, BEGINNING OF YEAR ......oootiiiiiiiiiiiiiiiaaaaiiiiieeee e eiiieeeeaae e 963,785 929,491 1,893,276 999,064 250,895 1,249,959
NET ASSETS, END OF YEAR .....oooiiiiiiiiiiiiiiiiaa ettt $ 807,065 $ 766,802 $ 1,573,867 $ 963,785 $ 929,491 $ 1,893,276

(The accompanying notes are an integral part of these financial statements)
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CENTER FOR NONPROFIT EXCELLENCE

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2023

TOTAL
MEMBERSHIP  PARTNERSHIPS  EDUCATION ADVOCACY & PROGRAM GENERAL AND Funp-
SERVICES & CONSULTING & RESOURCES COMMUNICATIONS SERVICES ADMINISTRATIVE RAISING TOTAL

Salaties, benefits, and related expenses ... $ 50,626 $ 309,511 $ 226,558 $ 106,107 $ 692,802 $ 312,340 $ 57,860 $ 1,063,002
CONLLACE SETVICES uvvurvvarrrvereeiisesessesessssessssessssessssesnens 5,730 136,385 16,527 62,254 220,896 60,564 55,795 337,255
Coaching and speaket fees ........coovuviviririviveennns 1,000 59,978 19,089 80,067 80,067
Facility expenses 3,860 4915 23,223 4198 36,196 18,256 2,274 56,726
TTAVEL oo 7 32,691 394 33,092 4,402 167 37,661
Information technology .......cvcvivivininivicicnans 1,863 1,863 32,212 34,075
Other expenses 1,200 4,091 3,728 2,000 11,019 2,604 175 13,798
e e AU 4 5,263 3,588 516 9,371 3,542 212 13,125
Professional fEES .....oiiviieeieeirieeeeeeeeeeeeeeeaean 12,825 12,825
Academy scholarship ... 10,850 10,850 10,850
Printing and copying ... 4157 4,157 2,497 3,630 10,284
Staff development 7,794 7,794
TOSULANCE wovivicviceictecveeeeeeeeeete e 5,117 5,117
Internet and telephone .........ccocvvvivivivicicincincnnnn. 4,501 4,501
Depreciation .........c....... 4,119 4,119
Office supplies and equipment .......cccceeevvervveeerenns 58 58 2,833 2,891
AVELHSING oot neenene 1,354 1,354 1,354
Books, subscriptions, and reference materials ....... 168 162 330 404 734
Licenses and fees 85 85 625 710
Postage .............. 11 11 325 200 536

Total EXPENSES weucvvvririieecieieirirecicieieese e $ 62,427 $§ 557.170 $ 304,262 $§ 178,292 $§ 1,102,151 $ 474,960 $§ 120,313 $ 1.697.424

(The accompanying notes are an integral part of this financial statement)
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Salaries, benefits,
Contract services
Facility expenses

and related expenses ..........c.c....

Information techNolO@Y ......ccccoeueueueueirinieieiennes
Coaching and speaker fees .......cccowuvrinrunieirinciininnes

Other expenses ..
Professional fees

Staff development .........cccoeevviercinierninnns

Insurance

Printing and copy

Food

JING coovvieireiieiieiee e
Books, subscriptions, and reference materials

Travel

Office supplies and equipment
Internet and telephone

Advertising .........
Licenses and fees

Academy scholarship ..o,

Stewardship ........

Postage .........

Depreciation .......

Total expenses

CENTER FOR NONPROFIT EXCELLENCE

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

TOTAL
MEMBERSHIP  PARTNERSHIPS EDUCATION ADVOCACY & PROGRAM MANAGEMENT FUND-
SERVICES & CONSULTING & RESOURCES COMMUNICATIONS SERVICES AND GENERAL RAISING TOTAL

$ 75,510 $ 283583 $ 53,717 $ 47,292 $ 460,102 $ 178,981 $ 47,952 $ 687,035
3,107 14,466 53,456 92,358 163,387 48,496 40,940 252,823
7,770 6,375 20,561 3,688 38,394 9,014 5,387 52,795
944 944 21,491 1,194 23,629
800 7,750 10,908 19,458 2,500 21,958
3,058 10,950 2,000 16,008 2,676 92 18,776
10,651 10,651
1,703 1,703 6,554 8,257
5,590 5,590
2,499 1,741 4,240
36 3,432 3,468 502 170 4,140
482 109 591 3,012 342 3,945
1,385 1,385 2,036 438 3,859
3,182 3,182
3,077 3,077
2,084 2,084 19 2,103
93 93 1,199 1,292
937 937 937
450 450
16 287 303
187 187
$ 87,280 $§ 318,838 $ 154,070 $ 148366 $§ 708,554 $  299.182 $§ 101,493 $ 1,109,229

(The accompanying notes are an integral part of this financial statement)
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CENTER FOR NONPROFIT EXCELLENCE

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2023 AND 2022

2023 2022
CasH FLOwS FROM OPERATING ACTIVITIES
Change 1N NET ASSELS w.evveerreeerrererrereeerereeerseeessesemsessesessesessesessessesessessssessesessessssessesessesessessenen ($ 319,409) § 043,317
Adjustments to reconcile change in net assets to net cash provided
by (used in) operating activities:
DEPIECIAtiON ...evieiiiieiiiinii s 4,119 187
Realized and unrealized (gains) losses on beneficial interests
in assets held by Community Foundations .........ccoceeeneenennennenencnencrneenen. ( 3,870) 8,917
Amortization Of £Ight Of USE ASSELS ...cvevvecrreeerreeeerereerereeeireeerere e seeeenserensesenseneeaes 45,848
Loss on diSPOSIION Of ASSEL ....c.cveiiviiiiiiiiiiii s 12 61
Bad debt EXPEISE w.vverrieeiriieeireieeeiee ettt 3,040 750
(Increase) decrease in:
ACCOUNTS TECEIVADIE ....vvvieiiietetcce et beaeneas 4,822 ( 2,555)
Contributions fECEIVADIE .....ccuvuiieiriicieiiccireceee et seseaesens 286,590 ( 754,048)
Other £ECEIVADLE ...t (157,182
Prepaid expenses and other Current assets ... 1,691 ( 1,768)
Increase (decrease) in:
Accounts payable and accrued EXPEnses ... ( 9,108) 32,785
Refundable advance ... ( 44,512)
Obligations undetr Operating Ieases ........ouviurieeieieriecicicieisecisessiscsesesssseeseesees ( 45,848)
Deferfed FEVENUE ...vuieeeriecirceette et naes ( 16,893)  ( 493)
Net cash provided by (used in) operating activities ..........ecuecurcurirrieriecicunenns ( 49,0006) (275,141
CasH FLOWS FROM INVESTING ACTIVITIES
Expenditures for assets under development. ... ( 48,731)
Expenditures for property and equIPMEnt. ... ecurecrreeemrieemrereererreseneeeneseeseseesersesensesenne ( 56,273)
Deposits to beneficial interest in Community Foundations ... ( 14,557)
Withdrawals from beneficial interest in Community Foundations ........cc.cccveeeuveeennee. 1,200
Net cash provided by (used in) investing aCtiVItes ........cocviueieeicicineineiiinirisiciennes ( 56,273) ( 62,088)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS .......ccoccoeviiiiniinnnne. (105279 (  337,229)
CAsH AND CASH EQUIVALENTS AT BEGINNING OF YEAR .......cccccccooiviiiiiiiiieciieeenns 877,665 1,214,894
CAsH AND CASH EQUIVALENTS AT END OF YEAR ........cccccoociiiiiiiiiiiiiiccic e $§ 772,386 $ 877,665
CAsH 1S REPORTED ON THE STATEMENT OF FINANCIAL POSITION AS
Cash and cash eqUIVAIENLS ... s $ 370,975 $ 477,003
Cash internally designated as Board £eSEIves .......oovvveurecrriernieniecieeeereeneeneeens 401,411 400,662
§ 772,386 § 877,665
SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND FINANCING ACTIVITIES
Lease liabilities arising from obtaining right of use assets ........coevieiiciiciiieininns $ 206,963 $

(The accompanying notes are an integral part of these financial statements)
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CENTER FOR NONPROFIT EXCELLENCE

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - NATURE OF ORGANIZATION

The Center for Nonprofit Excellence (the Center), headquartered in Chatlottesville, Virginia, is a champion,
learning partner, and advisor for Virginia nonprofits. The Center supports its members and the broader
Virginia social impact sector through training programs, leadership development, technical assistance,
consulting, and sector data and convening. The Center provides these services to Virginia nonprofits and
funders so they may be more efficient and effective, make better use of donor dollars, and deepen their
community impact.

NOTE 2 - DESCRIPTION OF PROGRAM SERVICES AND SUPPORTING ACTIVITIES
The Center’s primary program services activities are summarized below:

Partnerships & Consulting - The Center participates in various strategic partnerships and consulting
engagements with foundations aimed at strategically delivering its capacity-building programs and
services in select regions across Virginia. These partnerships and engagements are fully-funded by the
respective partner.

Membership Services - The Center offers nonprofit organizations membership benefits that include
the following:

e Discounted rates for the Center’s workshops, advanced trainings, academies, and other programs.

e Exclusive access to the Center’s Leadership Circles, a leadership development program of facilitated
small groups made up of nonprofit professionals. These circles provide a confidential setting in
which peers can discuss and solve real-time problems with real-world experience, and support each
other’s learning and growth.

e Free access to our Nonprofit Help Desk, providing customized technical assistance and resource
requests.

Education & Resources - The Center conducts various workshops, advanced training, and longer-term
academy programs. The Center also provides a wide array of publications, books, and virtual resources
that strengthen nonprofits and their board, executive, and staff leadership. Based on extensive research,
the Center has developed 7 Actionable Principles for a Strong Social Sector, a framework to enable the social
sector to be more effective, make better use of resources, and increase community impact. The Center
also delivers various programs centered on redressing inequities within the nonprofit sector in support of
equitable, thriving, and just communities throughout Virginia.

Advocacy and Communications - The Center engages in collection and reporting of nonprofit sector
data to increase understanding of the sector and its needs. This work includes the facilitation, convening,
and communications activities to enhance the public understanding of the Commonwealth’s nonprofits.
The Center also conducts advocacy campaigns and convenes local, state, and national stakeholders in
support of a thriving and vibrant social sector.



CENTER FOR NONPROFIT EXCELLENCE

NOTES TO FINANCIAL STATEMENTS

The Center’s supporting activities consist of the following:

General and administrative services - These services provide the functions necessary to maintain
competent professional services, provide an equitable and attractive employment program and working
environment, provide coordination and articulation of the Center’s program services, provide for
administrative functioning of the Board of Directors, and manage the financial and budgetary
responsibilities of the Center.

Fund-raising services - These services provide the structure necessary to encourage and secure financial
support from individuals, foundations, corporations, and government entities.

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Recently Adopted Accounting Guidance

In February 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Codification (ASC) 842, Leases, to increase transparency and comparability among organizations by requiring
the recognition of right-of-use (ROU) assets and lease liabilities on the balance sheet. Most prominent
among the changes in the standard is the recognition of ROU assets and lease liabilities by lessees for those
leases classified as operating leases. Under the standard, disclosures are required to meet the objective of
enabling users of financial statements to assess the amount, timing, and uncertainty of cash flows arising
from leases.

The Center adopted the standard effective July 1, 2022 and recognized and measured material leases existing
at, or entered into after, July 1, 2022 (the beginning of the period of adoption) through a cumulative effect
adjustment, with certain practical expedients available. Lease disclosures for the year ended June 30, 2022
are made under prior lease guidance in FASB ASC 840.

In evaluating contracts to determine if they qualify as a lease, the Center considers factors such as if it has
obtained substantially all of the rights to the underlying asset through exclusivity, if the Center can direct the
use of the asset by making decisions about how and for what purpose the asset will be used, and if the lessor
has substantive substitution rights. This evaluation may require significant judgment.

The Center elected the available practical expedients to transition existing lease classification to the new
guidance, without reassessing (a) whether the contracts contain leases under the new standard, (b) whether
classification of capital leases or operating leases would be different in accordance with the new guidance, or
(c) whether the unamortized initial direct costs before transition adjustments would have met the definition
of initial direct costs in the new guidance at lease commencement.

The Center has elected to use the risk-free rate determined using a period comparable to the lease terms as
the discount rate for leases where the implicit rate is not readily determinable.



CENTER FOR NONPROFIT EXCELLENCE

NOTES TO FINANCIAL STATEMENTS

The Center’s building lease was determined to meet the criteria for recognition under FASB ASC 842. As a
result of the adoption of the new lease accounting guidance, the Center recognized on July 1, 2022 a lease
liability and a right of use asset of $206,963, which represents the present value of the expected remaining
building lease payments of $219,694, discounted using the Center’s risk-free rate of 2.87%. There was no
adjustment to net assets as a result of adopting FASB ASC 842. The most significant impact was the
recognition of the ROU asset and lease liability for operating leases.

Basis of Accounting and Financial Reporting

The financial statements of the Center have been prepared in accordance with the accounting principles
generally accepted in the United States of America (GAAP). The Center’s financial statements present
information regarding the Center’s financial position and activities according to two classes of net assets:
without donor restrictions and with donor restrictions. The two classes are differentiated by donor
restrictions.

Net Assets without Donor Restrictions - Net assets without donor restrictions are assets that are
not subject to donor-imposed restrictions and are available for use in general operations or may be
designated by the Center’s Board of Directors for specific purposes.

Net Assets with Donor Restrictions - Net assets subject to donor restrictions are limited in use by
donor-imposed stipulations that expire either by the passage of time or that can be fulfilled by action
of the Center pursuant to those stipulations. Net assets with donor restrictions also include amounts
required by donors to be held in perpetuity; however, generally, the income on these assets is
available to meet various operating needs. Donor-imposed restrictions are released when a
restriction expires, that is, when the stipulated purpose for which the resource was restricted has
been fulfilled or when the stipulated time has elapsed.

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 the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and reported amounts during the reporting period. Actual results may differ from those
estimates.

Revenue Recognition

Contributions are indicated as net assets without donor restrictions and net assets with donor restrictions
depending on the nature of restrictions. When a donor-stipulated time restriction ends or a purpose
restriction is satisfied, net assets with donor restrictions are treclassified to net assets without donor
restrictions and are reported in the statement of activities as net assets released from restriction.

Unconditional promises to give are recognized as revenue in the year the promise is made and are recorded

at fair value, which is the estimated present value of expected future cash flows. Conditional pledges are
recognized as revenue when the conditions are substantially met.

-10 -



CENTER FOR NONPROFIT EXCELLENCE

NOTES TO FINANCIAL STATEMENTS

Special event revenue consists of sponsorships and other contributions for the Center’s annual fundraising
event, Philanthropy Day. Contribution revenue related to Philanthropy Day is recognized upon completion
of the event.

The Center’s revenue transactions that fall within the scope of ASC 606, Revenue from Contracts with Customers,
are reported under the Revenues caption on the statement of activities. Membership dues are considered
to be an exchange transaction based on the membership benefits provided to the Center’s members.
Accordingly, membership dues are recognized over the membership period. Program service fees are
recognized when the specified services are provided. Program service fees arise from performing services
on certain contracts, consulting, educational trainings, and academies offered by the Center.

For each of the Center’s contracts, the timing of revenue recognition, customer billings, and cash collections
may result in a net contract asset or liability at the end of each reporting period. Contract assets consist of
unbilled receivables, and contract liabilities consist of advance payments from customers and billings in
excess of revenue recognized. The Center had no contract assets of as of June 30, 2023, 2022, and 2021.
The Center had contract liabilities of $39,459, $56,352, and $56,845 as of June 30, 2023, 2022 and 2021,
respectively. The contract liabilities are reported as deferred revenue on the statement of financial position.

Cash and Cash Equivalents

The Center considers all short term, highly-liquid investments with maturities of three months or less to be
cash equivalents. Cash and cash equivalents consist of bank deposits and amounts invested in certificates of
deposit with no permanently imposed donor restrictions. Accounts in the bank are insured by the Federal
Deposit Insurance Corporation (FDIC), generally up to $250,000 per financial institution.

Board-Designated Operating Reserve

The Board of Directors has established an operating reserve with the objective of setting aside funds to be
drawn upon in the event of financial distress or an immediate liquidity need. The operating reserve balance
totaled $401,411 and $400,662 at June 30, 2023 and 2022, respectively.

Accounts Receivable

Accounts receivable consist primarily of noninterest-bearing amounts due from membership subscriptions,
consulting services, and educational and training programs. The Center determines an allowance for
uncollectible accounts based on historical experience, an assessment of economic conditions, and a review
of subsequent collections. Accounts receivable are written off when deemed uncollectible. Receivables
greater than 90 days past due totaled $83 and $175 as of June 30, 2023 and 2022, respectively. The Center
does not believe an allowance for uncollectible accounts was necessary at June 30, 2023 and 2022.

Bad debt expense was $3,040 and $750 for the years ended June 30, 2023 and 2022, respectively.

The Centet’s accounts receivable balance amounted to $833, $5,655, and $3,850 as of June 30, 2023, 2022,
and 2021, respectively.

- 11 -



CENTER FOR NONPROFIT EXCELLENCE

NOTES TO FINANCIAL STATEMENTS

Contributions Receivable

The Center records unconditional promises to give that are expected to be collected within one year at net
realizable value. Unconditional promises to give expected to be collected in future years are initially recorded
at fair value using present value techniques incorporating risk-adjusted discount rates designed to reflect the
assumptions market participants would use in pricing the assets. In subsequent years, amortization of the
discounts is included in contribution revenue in the statement of activities. As of June 30, 2023, the discount
rate applied to contributions receivable ranged from 3% to 4.87%. The Center determines the allowance for
uncollectible contributions receivable based on historical experience, an assessment of economic conditions,
and a review of subsequent collections. Management has determined that an allowance for uncollectible
contributions receivable is not deemed necessary at June 30, 2023 and 2022.

Conditional contributions receivable that depend on the occurrence of a specified future and uncertain
event that bind the promisor are not recorded until the specified condition is substantially met. The Center
did not have any conditional contributions receivable at June 30, 2023 or 2022.

Property and Equipment

The Center capitalizes purchases as property and equipment if the cost of the asset is above $9,000 and the
asset is expected to be used for at least one year. Property and equipment are recorded at cost and
depreciated using accelerated methods over the estimated useful lives of the assets. Computer software is
carried at cost, reported as property and equipment, and amortized using the straight-line method over the
estimated useful lives of the assets. Internal and external costs related to the development of computer
software are capitalized and costs incurred after the software is developed (post-implementation) are
expensed as incurred in accordance with U. S. generally accepted accounting principles. Amortization of
computer software is reported as depreciation. Items donated to the Center are reported at their estimated
fair market value at the date of receipt.

A summary of the useful lives within the major asset groups of property and equipment is outlined below:

Leasehold improvements 5 years
Furniture, fixtures, and equipment 5 - 7years
Computer software 7years

Deferred Revenue

Fees and payments received in advance are deferred to the applicable period in which the Center’s
performance obligations are met. The Center recognizes membership revenue over a rolling twelve-month
period resulting in a deferral of unearned income. In addition, fees received in advance for workshops and
other trainings are deferred until the period when earned.
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CENTER FOR NONPROFIT EXCELLENCE

NOTES TO FINANCIAL STATEMENTS

Income Taxes

The Center is organized as a nonprofit corporation and has been recognized by the Internal Revenue
Service (IRS) as exempt from federal income taxes as an organization described in Internal Revenue Code
Section 501(c)(3). The Center is required to file an annual Form 990 (Return of Organization Exempt from
Income Tax) with the IRS. The Center is subject to income tax on net income that is derived from business
activities that are unrelated to its exempt purposes. The Center has determined that no unrelated business
income was received for the years ended June 30, 2023 and 2022.

The Center has reviewed and evaluated the relevant technical merits of each of its tax positions in
accordance with guidance established by the Financial Accounting Standards Board and determined that
there are no uncertain tax positions that would have a material impact on the financial statements of the
Centet.

Functional Allocation of Expenses

The costs of program and supporting services activities have been summarized on a functional basis in the
statement of activities. The statement of functional expenses presents the natural classification detail of
expenses by function. Certain costs have been allocated among the programs and supporting services
benefited. These expenses require allocation on a reasonable basis that is consistently applied. Occupancy-
related expenses have been allocated based on the usage and square footage of the office space utilized. All
other allocated expenses, including salaries and wages, benefits, and payroll taxes, are allocated according to
estimated time spent on activities. Other expenses are directly attributable to a specific activity and therefore
do not require allocation.

Subsequent Events

Management has evaluated subsequent events through November 13, 2023, which is the date the financial
statements were available to be issued.

NOTE 4 - CONTRIBUTIONS RECEIVABLE, NET

Contributions receivable, net consist of the following unconditional promises to give at June 30:

2023 2022

Contributions receivable before allowance for
unamortized diSCOUNT......coieieeerreerieriereereereereeneens $587,582 $883,164
Less: Unamortized diSCOUNt..ccvvuiiivveieceereeeeeeeeeenen. (12,048) (18.000)
Pledges receivable, net.......ccovvveeiiicncanee. $575,534 $865,164

Amounts due in:

One year of 1ess...cccuiiiiiiiniiiiiirccccce $512,582 $445,582
TWO JEALS ceeeerrreecrereeeeeiereeeeeseeeseee e sesseseecsens 75,000 437,582
587,582 883,164
Less: Unamortized diSCOUNt..ccvviiivveieeeereeereeeeennene (12,048) (18.000)
Pledges receivable, N€t...ccveerceerceeiceennes $575,534 $865,164
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CENTER FOR NONPROFIT EXCELLENCE

NOTES TO FINANCIAL STATEMENTS

NOTE 5 - OTHER RECEIVABLE

Under provisions of the Coronavirus Aid, Relief, and Economic Security Act (the CARES Act) signed into
law on March 27, 2020 and the subsequent extension of the CARES Act, the Center was eligible for a
refundable Employee Retention Credit (ERC) subject to certain criteria. The Center recognized an ERC of
$157,182 for the year ended June 30, 2022, which is reported on the statement of activities under the
caption “nonprofit and governmental contributions.” Amounts due under the ERC are reported in the
“other receivable” caption on the statement of financial position and amounted to $157,182 at June 30, 2023
and 2022. In July of 2023, the Center received $50,371 of the $157,182 outstanding receivable. Management
expects to receive the remaining proceeds of $1006,811.

NOTE 6 - BENEFICIAL INTEREST IN ASSETS HELD By COMMUNITY FOUNDATIONS

The Center is the beneficiary under a Designated Agency Fund Agreement with the Chatlottesville Area
Community Foundation (CACF). The fund is held and invested by CACF for the benefit of the Center.
CACEF has the ultimate authority and control over the fund assets. Distributions from the fund are generally
limited to investment income and are subject to the approval of CACF’s Governing Body. Distributions in
excess of the fund’s cumulative earnings are permitted in certain situations and require approval of three
fourths of CACF’s Governing Body. The fund is assessed investment and administrative fees in accordance
with the agreement.

During the year ended June 30, 2022, the Center established an Agency Fund with the Community
Foundation of the Central Blue Ridge (CFCBR).The Center established the fund to function as a Board-
designated endowment fund. (See NOTE 9 - BOARD-DESIGNATED ENDOWMENT.) The fund is held and
invested by CFCBR for the benefit of the Center. CFCBR has the ultimate authority and control over the
fund assets. Distributions from the fund are calculated based on CFCBR’s spending policy. The Center may
request distributions from the fund’s principal balance, but any such requests are subject to the approval of
CFCBR’s Governing Body.

The Centet’s beneficial interest in assets held by Community Foundations are recorded at fair value in the
statement of financial position and consisted of the following at June 30:

2023 2022
CACEF fund assets .....cccevuevnene $ 35,441 $ 32,174
CFCBR fund assets ................ 9,663 9,060

$ 45104 § 41,234

NOTE 7 - SOFTWARE UNDER DEVELOPMENT

During the year ended June 30, 2022, the Center incurred software implementation costs of $48,731 that
met the criteria for capitalization in accordance with accounting standards. The software was not in service
as of June 30, 2022 and is therefore reflected in the statement of financial position as software under
development. During the year ended June 30, 2023, the Center completed the software implementation with
additional capitalized costs of $56,273. The software was placed into service on April 1, 2023.
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NOTES TO FINANCIAL STATEMENTS

NOTE 8 - PROPERTY AND EQUIPMENT

Property and equipment consist of the following at June 30:

2023 2022
SOFEtWALE e $105,004  $
Furniture, fixtures, and equipment ........... 9,398 10,487
Leasehold improvements .........cccceveeceeee 5,572 5,572
119,974 16,059
Less: Accumulated depreciation .............. (18,721) (15,679)

$101,253  § 380

NOTE 9 - BOARD-DESIGNATED ENDOWMENT

In June 2022, the Center’s Board approved the creation of a Board-designated endowment fund with an
initial principal contribution of $10,000. In December of 2022, the funds were transferred to CFCBR for
investment management purposes. (See NOTE 6 - BENEFICIAL INTEREST IN ASSETS HELD By COMMUNITY
FOUNDATIONS.)

The Board-designated endowment fund was established with the objective of setting funds aside for funding
programs and general operations of the Center. The Center’s primary investment objective is to maximize
the return on invested assets while minimizing risks and expenses. The Center’s spending rate for the
Board-designated endowment fund is subject to the CFCBR’s annual spending rate calculation as outlined in
the Agency Fund agreement.

Changes in the Center’s Board-designated endowment net assets for the year ended June 30, 2023 are as
follows:

WITHOUT
DONOR
RESTRICTIONS
Endowment net assets,
beginning of year.......ccccovcevvvvricrcvricnnnes $ 9,060
Net gain on INVeStMents.......oocevereunen. 603
Contributions .......coeceuevviicieivinicniininns
Appropriation of endowment
assets for expenditure ........c.oeeeueee.
Endowment net assets,
end Of Year...cooiieeeeeceerereeeeeeee $ 9,663
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NOTES TO FINANCIAL STATEMENTS

Changes in the Center’s Board-designated endowment net assets for the year ended June 30, 2022 are as
follows:

WITHOUT
DoNOR
RESTRICTIONS
Endowment net assets,
beginning of year........ccocevviicrviriicinenne. $
Net loss on INVeStMENts....oveveeceeececneee (940)
Conttibutions.....ceeeerevveeeeereereerereereenenns 10,000
Appropriation of endowment
assets for expenditure ........cccceeuneee
Endowment net assets,
end of year ... $ 9,060

There were no donor-restricted endowment funds for the years ended June 30, 2023 and 2022.
NOTE 10 - LINE OF CREDIT

The Center maintains a $100,000 line of credit with a maturity date of January 26, 2024. As of June 30, 2023,
the line bore interest at the interest rate of 9.25% and is not collateralized. The Center had no borrowings
under the line of credit as of June 30, 2023 and 2022.

NOTE 11 - LEASE OBLIGATION

On November 2, 2022, the Center renewed its building lease agreement. The term of this lease is one year,
beginning January 1, 2023 and ending December 31, 2023, with the option to renew annually thereafter. The
monthly rent due under the agreement is subject to a 5% increase for each successive one-year renewal
term. The Center includes in the determination of the right-of-use asset and lease liability any renewal
options that are reasonably certain to be exercised. The total lease cost under the building lease agreement
amounted to $49,883 for the year ended June 30, 2023.

The weighted-average remaining lease terms and risk-free rate are as follows:

Weighted-average remaining lease term... 3.6 years
Weighted-average risk-free rate................. 2.87%
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The following is a schedule by year of future minimum payments required under the leases, together with
their total present value as of June 30, 2023:

YEAR ENDING
JUNE 30,

2024 e $ 53,596
2025 e 56,127
2026 oo 58,783

2027 oo
Total minimum payments ...........cceueee. 168,506
Less: Amount representing interest..... 7,391

Present value of minimum lease

PAYMENTES .o 161,115
Less: current portion.......c.ceeeeevcnnee. 49,619
Non-current portion.............. $111,496

For the year ended June 30, 2022, and prior to the adoption of the new lease standard (ASC 842), the Center
maintained a building lease agreement. Total rent expense was approximately $47,000 for the year ended
June 30 2022. The noncancellable future minimum lease payments from July 1, 2022 to December 31, 2022
totaled approximately $25,000.

NOTE 12 - NET ASSETS

A breakdown of net assets without donor restrictions at June 30 is as follows:

2023 2022
UNdesignated .......oeeeueuieerceneirinieereieieiseienesesseeeseeseesenens $395,991 $554,063
Designated by the Board:
CaSH FESEIVES weuvireeeierieteeteteete ettt et r b e ees 401,411 400,662
Board-designated endowment .........ceeeeeveuernicirinicnnnn. 9.663 9.060
Total designated by the Board ........cccccveviivirincnnnne. 411,074 409,722
Total net assets without donor restrictions ......... $807,065 $963.785
A breakdown of net assets with donor restrictions at June 30 is as follows:
2023 2022
Restricted for:
Nonprofit capacity-building programs and services ...... $731,360 $897,317
Leadership development ........ccccceueuvvivvinninninicccccneee 35,442 32,174
Total net assets with donor restrictions ................... $766,802 $929,491
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NOTES TO FINANCIAL STATEMENTS

NOTE 13 - NET ASSETS RELEASED FROM DONOR RESTRICTIONS

Net assets were released from donor restrictions during the years ended June 30, 2023 and 2022 as follows:

2023 2022
Nonprofit capacity-building programs and services ....... $ 662,481 $ 526,375
Walton Family Foundation Grant .........ccccceveccccccnnnne 237,589
Salesforce Software Grant.......ccoeeeeeveeeneveereereeerreeeeenens 80,000
Time restrictions satisfied ......ccovevveveeeeinrevreceeecereeereennn 25,000
Black Empowerment Coalition Grant.........ccccevveveceenne. 12,550
Other SUPPOLT....cucviiiiiciiiicrccee e 20,408 12,078
Board Development Academy.......ccccovuvvviverinnivininccncnnee 18,500 7,500
Diversity, equity, and inclusion programs ...........c.cccec.... 12,443 15,796

$1,031,421 $ 599,299

NOTE 14 - RETIREMENT PLAN

The Center sponsors a tax-deferred retirement plan qualified under Internal Revenue Code Section 403(b)
covering full-time employees. Employer contributions totaled $26,698 and $18,440 for the years ended
June 30, 2023 and 2022, respectively.

The Center also sponsors an elective 457(b) plan for the benefit of certain members of management.
NOTE 15 - LIQUIDITY AND AVAILABILITY OF RESOURCES

The Center regularly monitors liquidity required to meet its operating needs and other contractual
commitments while striving to maximize the investment of its available funds.

The Center manages its cash available to meet general expenditures under the following guiding principles:

e Operating within a prudent range of financial soundness and stability,
e Maintaining adequate liquid assets to fund near-term operating needs, and

e Maintaining sufficient reserves to provide reasonable assurance that long-term obligations will be
met.

The following table reflects the Center’s financial assets as of June 30, 2023 and 2022, reduced by amounts
not available for general expenditure within one year. Financial assets are considered unavailable when
illiquid or not convertible to cash within one year, when assets are held for others, when the donor restricts
the funds for long-term purposes, or when the governing board has set aside the funds for a specific
contingency reserve. Any Board designations could be drawn upon if the Board approves that action. The
Center considers general expenditures to be all expenditures related to its ongoing activities of supporting its
members and the broader Virginia social impact sector through training programs, leadership development,
technical assistance, consulting, and resource sharing. Accordingly, donor restricted funds that benefit
current programs and ongoing operations are considered available for general expenditure.
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The Center has a policy to structure its financial assets to be available as its general expenditures, liabilities,
and other obligations come due. In addition, the Center maintains a $100,000 line of credit that can be used
as an additional source of liquidity.

2023 2022
Financial assets:
Cash and cash equivalents........cccccevviiivnnncivniciennes $ 370,975 $ 477,003
Cash internally designated by Board as reserves.......... 401,411 400,662
Accounts 1receivable ..o 833 5,655
Other receivable ... 157,182 157,182
Beneficial interests in assets held by Community
Foundations ........cccevieciiiniininiicncceccne 45,104 41,234
Contributions receivable ... 575,534 865,164
Financial assets, at year end .......ccceceveeeeeceerernnnnnnenes 1,551,039 1,946,900
Less: those unavailable for general expenditure
within one year, due to:
Cash internally designated by Board as reserves... (401,411) (400,662)
Contributions receivable due after one year.......... (62,952) (419,582)
Financial assets available to meet cash needs for general
expenditures within one year ........ccccccvveeicrvrinicnnenne. $1,086,676 $1.126,656

NOTE 16 - FAIR VALUE MEASUREMENT

Generally accepted accounting principles establish a three-level fair value hierarchy that prioritizes the inputs
to valuation techniques used to measure fair value. These inputs can be readily observable, market
corroborated, or generally unobservable inputs. Financial assets and liabilities carried at fair value are
classified and disclosed in one of the following three categories based on the inputs used in valuation:

Level 1 - Fair values are based on unadjusted quoted prices in active markets for identical assets or
liabilities that management has the ability to access at the measurement date.

Level 2 - Fair values are based on inputs other than quoted prices that are either for similar assets
or liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets
that are not active, inputs other than quoted prices that were observable for the asset or liability, or
inputs that are derived principally from or corroborated by observable market data by correlation
or other means.

Level 3 - Fair values are based on unobservable inputs for the asset or liability where there is little,
if any, market activity for the asset or liability at the measurement date.
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The fair values of the Center’s financial assets measured on a recurring basis at June 30, 2023 are as follows:

JUNE 30, 2023
LEVEL1 LEVEL2 LEVEL 3 TOTAL

Beneficial interests in assets held by
Community Foundations ........c.cccceeueee. $ . $ ... $ 45104 § 45,104
$ $

$ 45104 § 45,104

Total financial assets at fair value ....

A reconciliation of the change in Level 3 assets for the year ended June 30, 2023 is as follows:

BENEFICIAL INTERESTS
IN ASSETS HELD BY
COMMUNITY FOUNDATIONS

Balance, beginning of year ............. $ 41,234
Contributions ......cccceeeerveeereeennns
Distributions ......cceceeeveevereereennene e
Net investment gain .........cc...... 3.870
Balance, end of year .....ccccevvevennee. $ 45,104

The fair values of the Center’s financial assets measured on a recurring basis at June 30, 2022 are as follows:

JUNE 30, 2022
LEVEL]1 LEVEL2 LEVEL3 TOTAL

Beneficial interests in assets held by
Community Foundations .......c..ccoveeuneee. A . 3 ... $41234 § 41234

Total financial assets at fair value........ $ ... § ... $41234 $ 41234

A reconciliation of the change in Level 3 assets for the year ended June 30, 2022 is as follows:

BENEFICIAL INTERESTS
IN ASSETS HELD BY
COMMUNITY FOUNDATIONS

Balance, beginning of year .............. $ 36,794
Conttributions ......ccceeevevevveeeneane. 14,557
Distributions .....cccceeveeevevevererenene. (1,200)
Net investment depreciation ..... (8,917)

Balance, end of year ......cocoeeeveueucce $ 41,234
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NOTE 17 - RELATED PARTY TRANSACTIONS

The Center obtains consulting services from a Board member at a discounted rate. Amounts paid to the
related party totaled $17,850 and $27,500 for the years ended June 30, 2023 and 2022, respectively.

NOTE 18 - CONCENTRATIONS

Three donors account for approximately 50% of total contributions for the year ended June 30, 2023. Two
donors accounted for approximately 69% of total contributions for the year ended June 30, 2022.

Two donors accounted for 100% of net contributions receivable as of June 30, 2023. One donor accounted
for approximately 99% of net contributions receivable as of June 30, 2022.

NOTE 19 - CONTINGENCIES
Paycheck Protection Program

On April 23, 2020, the Center received loan proceeds in the amount of $§99,600 pursuant to the Paycheck
Protection Program (PPP), a program implemented by the U. S. Small Business Administration (SBA) under
the CARES Act. The program provided for loans to qualifying entities for amounts up to 2.5 times the
average monthly payroll expenses of the entity. The loan principal and accrued interest were forgivable as
long as the borrower used the loan proceeds for eligible purposes, including payroll, benefits, rent, and
utilities. On December 29, 2020, the Center received notice that the loan was forgiven in full. On February 1,
2022, the Center received a second PPP loan in the amount of $138,939. On September 30, 2022, the
Center received notice that the second PPP loan was forgiven in full.

The Paycheck Protection Program loans and forgiveness of those loans are subject to audit by the SBA for
six years after the date the loan is forgiven or repaid in full. The possible disallowance by the SBA of any
item charged to the program cannot be determined until such time when an audit occurs. Therefore, no
provision for any potential disallowances that may result from such audit has been made in the Center’s
financial statements. Management is of the opinion that disallowances, if any, will not be material to the
Center’s financial statements.

Employee Retention Credit

Laws and regulations concerning government programs, including the Employee Retention Credit, are
complex and subject to varying interpretations. Claims made under the CARES Act may also be subject to
retroactive audit and review. There can be no assurance that regulatory authorities will not challenge the
Center’s claim to the ERC, and it is not possible to determine the impact (if any) this would have upon the
Center. (See NOTE 5 - OTHER RECEIVABLE.)

NOTE 20 - RECLASSIFICATIONS

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