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Independent Auditors’ Report 
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Opinion 
 
We have audited the accompanying financial statements of NAF, which comprise the statement 
of financial position as of December 31, 2022, and the related statements of activities, functional 
expenses and cash flows for the year 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 NAF as of December 31, 2022, and the changes in its net assets and its 
cash flows for the year then ended in accordance with accounting principles generally accepted 
in the United States of America. 
 
Basis for Opinion 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Our responsibilities under those standards are further described in the 
Auditors’ Responsibilities for the Audit of Financial Statements section of our report. We are 
required to be independent of NAF and to meet our other ethical responsibilities in accordance 
with the relevant ethical requirements relating to our audit. We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 
Change in Accounting Policy 
 
As discussed in Note 2 to the financial statements, NAF adopted Financial Accounting 
Standards Board (“FASB”) Topic 842, Leases, using the effective date method with January 1, 
2022 as the date of initial adoption. Our opinion is not modified with respect to that matter. 
 
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 NAF’s 
ability to continue as a going concern within one year after the date that the financial statements 
are available to be issued.  
 
 



Board of Directors 
NAF 
Page 2 

Auditors’ 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 
auditors’ 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 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 the 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 NAF’s internal control. Accordingly, no
such opinion is expressed.

 Evaluate the appropriateness of accounting policies used and the reasonableness of
significant 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 NAF’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.  

Report on Summarized Comparative Information  

We have previously audited NAF’s December 31, 2021 financial statements, and we expressed 
an unmodified audit opinion on those audited financial statements in our report dated August 31, 
2022. In our opinion, the summarized comparative information presented herein as of and 
for the year ended December 31, 2021 is consistent, in all material respects, with the 
audited financial statements from which it has been derived.  

September 20, 2023 



NAF

Statement of Financial Position
December 31, 2022

(with comparative amounts at December 31, 2021)

2022 2021
ASSETS
Cash and cash equivalents 2,179,339$     6,827,869$     
Contributions and grants receivable, net 3,833,290       6,226,721
Other receivables, net of allowance of $162,242

  in 2022 and $200,000 in 2021 934,149          546,196
Prepaid expenses and other assets 512,850          420,833
Investments 6,947,027       14,066,791
Equipment, furniture and fixtures, net 3,637              6,358
Right of use asset - operating lease, net 4,671,541       - 

19,081,833$   28,094,768$   

LIABILITIES AND NET ASSETS 
Liabilities

Accounts payable and accrued expenses 490,900$        2,542,560$     
Deferred revenue 489,348          459,623
Deferred rent - 545,625
PPP refundable advance - 116,877
Lease liability, operating lease 5,263,391       - 

Total Liabilities 6,243,639       3,664,685       

Net Assets
Without donor restrictions 4,685,411       8,888,481       
With donor restrictions 8,152,783       15,541,602     

Total Net Assets 12,838,194     24,430,083     

19,081,833$   28,094,768$   

See notes to financial statements
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NAF

Statement of Activities
Year Ended December 31, 2022

(with summarized totals for year ended December 31, 2021)

Without With
Donor Donor 2021

Restrictions Restrictions Total Total
SUPPORT AND REVENUE
Contributions and grants 210,129$         10,392,506$    10,602,635$     13,707,118$   
Membership fees 1,272,849        - 1,272,849 736,464          
Registration fees 306,212           - 306,212 17,450            
Contract revenue 280,297           - 280,297 173,483          
Investment return (317,780)          (55,340)            (373,120) 740,529          
Special events 1,086,150        - 1,086,150 742,459          
Other income - - - 1,136 
In-kind contributions 41,018             - 41,018 161,754          
Net assets released from restrictions 17,725,985      (17,725,985)     - - 

Total Support and Revenue 20,604,860      (7,388,819)       13,216,041       16,280,393     

EXPENSES
Program services 16,450,300      - 16,450,300 15,019,712     
Supporting Services

Management and general 5,439,539        - 5,439,539 5,379,942       
Fundraising 2,918,091        - 2,918,091 2,983,745       

Total Supporting Services 8,357,630        - 8,357,630 8,363,687       
Total Expenses 24,807,930      - 24,807,930 23,383,399     
(Deficiency) Support and Revenue (4,203,070)       (7,388,819)       (11,591,889)     (7,103,006)      
Over Expenses

NONOPERATING ACTIVITY
CARES Act stimulus revenue - - - 3,248,223       

Change in Net Assets (4,203,070)       (7,388,819)       (11,591,889)     (3,854,783)      

NET ASSETS
Beginning of year 8,888,481        15,541,602      24,430,083       28,284,866     

End of year 4,685,411$      8,152,783$      12,838,194$     24,430,083$   

2022

See notes to financial statements
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NAF

Statement of Functional Expenses
Year Ended December 31, 2022

(with summarized totals for the year ended December 31, 2021)

Supporting Services
Total

Program Management Supporting 2022 2021
Services and General Fundraising Services Total Total

Salaries and benefits 8,354,677$      2,610,836$     2,088,669$          4,699,505$     13,054,182$   12,829,253$   
Travel 1,030,897        300,149          15,726 315,875          1,346,772       174,672          
Consulting and professional fees 4,299,757        930,118          513,620 1,443,738       5,743,495       4,427,019       
Rent 257,116           873,246          131,887 1,005,133       1,262,249       870,504          
Scholarships and grants 1,355,158        600 3,025 3,625 1,358,783       1,921,017       
Software licensing 890,321           206,321          123,177 329,498          1,219,819       1,095,297       
Other expenses 262,374           515,548          41,987 557,535          819,909          1,524,263       
Depreciation - 2,721 - 2,721 2,721 541,374          

Total Expenses 16,450,300$    5,439,539$     2,918,091$          8,357,630$     24,807,930$   23,383,399$   

See notes to financial statements
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NAF

Statement of Cash Flows
Year Ended December 31, 2022

(with comparative amounts for year ended December 31, 2021)

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets (11,591,889)$  (3,854,783)$    
Adjustments to reconcile change in net assets

to net cash from operating activities
Depreciation 2,721              541,374          
Discount on pledges (96,908)           (218,563)         
Net realized and unrealized losses (gains) on investments 581,246          (456,656)         
Deferred rent - 62,551 
Amortization of right of use asset - operating lease 620,697          - 
Forgiveness of long-term debt - PPP Loan - (1,365,100) 
Changes in assets and liabilities

Contributions and grants receivable 2,490,339       3,887,871 
Other receivables (387,953)         (77,747)           
Prepaid expenses and other assets (92,017)           (185,353)         
Accounts payable and accrued expenses (2,051,660)      242,573          
PPP refundable advance (116,877)         116,877          
Deferred revenue 29,725            198,460          
Lease liabilities (574,472)         - 

Net Cash from Operating Activities (11,187,048)    (1,108,496)      

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of equipment, furniture and fixtures - (4,669) 
Purchase of investments (133,501)         (786,063) 
Proceeds from sale of investments 6,672,019       2,959,466       

Net Cash from Investing Activities 6,538,518       2,168,734       
Net Change in Cash and Cash Equivalents (4,648,530)      1,060,238       

CASH AND CASH EQUIVALENTS
Beginning of year 6,827,869       5,767,631       

End of year 2,179,339$     6,827,869$     

NONCASH FINANCING ACTIVITY

Forgiveness of long-term debt - PPP Loan -$  1,365,100$     

See notes to financial statements
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Notes to Financial Statements 
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1. Organization and Tax Status

NAF was incorporated in July 1988 and began operations in 1989 as an educational
organization. The purpose of NAF is to strengthen and expand a diverse pool of high
school graduates prepared for college and/or careers. NAF’s network consists of over
600 academies across 35 states which serve approximately 112,000 students. NAF
academies primarily specialize in hospitality and tourism (Academy of Hospitality and
Tourism), finance (Academy of Finance), information technology (Academy of
Information Technology), engineering (Academy of Engineering), and health sciences
(Academy of Health Sciences). With NAF’s assistance and support, 99% of affiliated
seniors graduated high school with 88% of those graduates indicating they were college
bound. NAF establishes program goals and produces curriculum and assessments for
national distribution to the academies and provides teacher training and on-site
assistance to the academies, with a specialization in connecting academies to the
business world through a model that offers paid internships to students and advisory
boards comprised of local professionals.

NAF operates as a not-for-profit corporation under Section 501(c)(3) of the Internal
Revenue Code and is exempt from federal income taxes. Accordingly, it is not subject to
income taxes, except to the extent it has taxable income from activities that are not
related to its exempt purpose.

2. Summary of Significant Accounting Policies

Basis of Presentation and Use of Estimates

The accompanying financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America (“U.S. GAAP”),
which 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 the reported amounts of revenues and expenses
during the reporting period. Accordingly, actual results could differ from those estimates.

Adoption of New Accounting Policies

NAF adopted FASB Topic 842, Leases, using the effective date method with January 1,
2022 as the date of initial adoption, with certain practical expedients available.

NAF elected the available practical expedients to account for its existing operating lease
as operating lease, under the new guidance, without reassessing (a) whether the
contract contains a lease under the new standard, (b) whether classification of capital
(now finance) 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.
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2. Summary of Significant Accounting Policies (continued)

Adoption of New Accounting Policies (continued)

As a result of the adoption of the new lease guidance, on January 1, 2022, NAF
recognized a lease liability of $5,837,863 that represents the present value of the
remaining operating lease payments of $6,270,109, discounted with a risk-free interest
rate using the treasury bond rate for remaining life of the lease of 1.71% and a right of
use (“ROU”) asset of $5,292,238, that represents the operating lease liability of
$5,837,863 adjusted for deferred rent of $545,625.

The standard had a material impact on NAF’s statement of financial position but did not
have an impact on its statements of activities and cash flows. The most significant
impact was the recognition of the ROU asset and lease liability for the operating lease.

Cash and Cash Equivalents

Cash and cash equivalents represent highly liquid debt instruments with maturities of
three months or less at time of purchase, except for those cash equivalents invested for
long-term purposes.

Fair Value Measurements

NAF follows U.S. GAAP guidance on Fair Value Measurements which defines fair value
and establishes a fair value hierarchy organized into three levels based upon the input
assumptions used in pricing assets. Level 1 inputs have the highest reliability and are
related to assets with unadjusted quoted prices in active markets.  Level 2 inputs relate
to assets with other than quoted prices in active markets which may include quoted
prices for similar assets or liabilities or other inputs which can be corroborated by
observable market data. Level 3 inputs are unobservable inputs and are used to the
extent that observable inputs do not exist.

Investments Valuation and Income Recognition

Investments are carried at fair value.

Purchases and sales of securities are recorded on a trade-date basis.  Interest income is
recorded when earned and dividends are recorded on the ex-dividend date. Realized
and unrealized gains and losses are included in the determination of the change in net
assets.
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2. Summary of Significant Accounting Policies (continued)

Equipment, Furniture and Fixtures

NAF has established a $2,500 threshold at which assets are capitalized. Equipment,
furniture and fixtures are capitalized at cost. Technology costs are capitalized when the
project is substantially complete and ready for its intended purpose. Leasehold
improvements are amortized over the life of the lease and included in depreciation
expense. Depreciation is provided on a straight-line basis over estimated useful lives
ranging from 3 to 10 years.

Refundable Advance

Amounts received related to conditional contributions, if any, are reported as a
refundable advance until the conditions have been substantially met.

Net Asset Presentation

NAF’s financial statements distinguish between net assets without donor restrictions and
net assets with donor restrictions.

Net assets without donor restrictions – consist of resources available for the general
support of NAF’s operations. Net assets without donor restrictions may be used at the
discretion of NAF’s management and Board of Directors.

Net assets with donor restrictions – represent amounts restricted by donors to be used
for specific activities or at some future date, or which require NAF to maintain in
perpetuity, including funds that are subject to restrictions or gift instruments requiring
that the principal be invested in perpetuity and the income be used for specific or general
purposes. When a donor restriction expires, that is, when a time restriction ends or a
purpose restriction is fulfilled, net assets with donor restrictions are reclassified to net
assets without donor restrictions and reported in the statement of activities as net assets
released from restrictions. Income and gains earned on endowment fund investments
are available to be used in the “without donor restrictions” or “with donor restrictions” net
asset classes based upon stipulations by the donors.

Allowance for Doubtful Accounts

NAF determines whether an allowance for uncollectible balances should be provided
for any associated receivables. Such estimates are based on, but not limited to,
historical collection experience, management’s estimates of the credit-worthiness of
its donors, customers or borrowers, and current economic conditions.

Contributions and Grants

Contributions and grants, which include unconditional promises to give, are recognized
as revenue in the period received. Unconditional promises to give are recognized as
grants and contributions revenue in the period such promises are made by donors. Net
realizable value is estimated by giving consideration to anticipated future cash receipts
(after allowance is made for uncollectible contributions) and discounting such amounts at
a risk-adjusted rate commensurate with the duration of the donor’s payment plan.
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2. Summary of Significant Accounting Policies (continued)

Contributions and Grants (continued)

In subsequent periods, the discount rate is unchanged and the allowance for
uncollectible contributions is reassessed and adjusted if necessary. Amortization of the
discount is recorded as additional grants and contributions revenue.

Conditional promises to give are not recognized until they become unconditional, that is,
when the conditions on which they depend are substantially met.

In-Kind Contributions

As of January 1, 2022, NAF adopted the provisions of FASB Accounting Standards
Update (ASU) 2020-07, Presentation and Disclosures by Not-for-Profit Entities for
Contributed Nonfinancial Assets (Topic 958). ASU 2020-07 brings more transparency
and consistency to the presentation and disclosure of gifts in-kind. The standard does
not change the accounting for gifts-in-kind, however, provides matters related to
presentation and disclosure.

Contributions of services are recognized if the services received create or enhance
nonfinancial assets or require specialized skills and are provided by individuals
possessing those skills and would typically need to be purchased if not provided by
donation. Contributed services that do not meet the above criteria are not recognized.

Contributions of nonfinancial assets are recorded as income and expense at the time the
items are received, which is also the time they are placed into service. Contributed
services are reported as income and expense at their fair value if such services create
value or would have been purchased if not provided by donation, require specialized
skills, and are provided by individuals possessing such specialized skills.

NAF received contributions of nonfinancial assets and contributed services for the years
ended December 31 are as follows:

Usage in Donor Fair Value

Type 2022 2021 Program/Activities Restrictions Techniques

Legal Services 41,018$    161,754$   Program/Activities None
Estimated based on current rates of legal 

services provided by law firm

Membership Fees and Registration Fees 

Membership fees consist of a one-time lump-sum fee for new programs within a school 
district during the initial year of planning and an annual sliding scale membership fee 
thereafter based on the number of academies in a district. Registration fees consist of 
fees for NAF hosted conferences. These fees are recorded as revenue when NAF’s 
performance obligation is satisfied, when the program or conference takes place. 
Amounts received in advance are recorded as deferred revenue. As of January 1, 2021, 
contract assets consisted of membership fees receivable of $497,225. As of December 
31, 2022 and 2021, contract assets consisted of membership fees receivable of 
$838,625 and $707,800. As of January 1, 2021, contract liabilities consisted of deferred 
revenue of $261,163. 
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2. Summary of Significant Accounting Policies (continued)

Contract Revenue

NAF enters into agreements with school districts to provide additional support in the form 
of extended services for the implementation of NAF’s academy model as requested. 
This most often takes the form of supplemental training and consulting. These 
agreements are recorded as revenue when the training and consulting is provided. 
Amounts received in advance are recorded as deferred revenue.

Special Events

NAF hosts a limited number of special fundraising events, such as an annual gala and a 
Chairman’s dinner.  Related revenues are recognized when such events take place and 
are recorded within contributions and grants revenue in the statement of activities. 
Amounts received in advance (if any) are reported as deferred revenue.

Functional Allocation of Expenses

The costs of providing the various program and supporting services have been 
summarized on a functional basis. Therefore, expenses require allocation on a 
reasonable basis that is consistently applied. NAF allocated direct costs to program 
services. Supporting services include management and general and fundraising. 
Allocated expenses among program services and management and general and 
fundraising include salaries and benefits, travel, consulting and professional fees, rent 
and occupancy, software licensing, other expenses, and depreciation which are 
allocated based on time and costs where efforts are made.

Reclassification

Certain infromation in the prior year’s financial statements has been reclassified to 
conform the current year’s presentation.

Prior Year Summarized Comparative Information

The financial statements include certain prior year summarized comparative information 
in total but not by net asset class. Such information does not include sufficient detail to 
constitute a presentation in conformity with U.S. GAAP. Accordingly, such information 
should be read in conjunction with NAF’s financial statements as of and for the year 
ended December 31, 2021, from which the summarized comparative information was 
derived.

CARES Act Stimulus Revenue

During fiscal year 2021, NAF recognized revenue associated with the Paycheck 
Protection Program first and second round of funding in the amount of $3,248,223 and is 
included in CARES Act stimulus revenue in the 2021 statement of activities.
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2. Summary of Significant Accounting Policies (continued)

Measure of Operations

NAF has elected to present their activities as operating or non-operating in its statement
of activities. Accordingly, items affecting operations are segregated from those not
affecting operations. CARES Act stimulus revenue is treated as non-operating.

Accounting for Uncertainty in Income Taxes

NAF recognizes the effect of income tax positions only if those positions are more likely
than not to be sustained. Management has determined that NAF has no uncertain tax
positions that would require financial statement recognition or disclosure. NAF is no
longer subject to examinations by the applicable taxing jurisdictions for periods prior to
2019.

Subsequent Events

Management has evaluated subsequent events for disclosure and/or recognition in the
financial statements through the date that the financial statements were available to be
issued, which date is September 20, 2023.

3. Concentration of Credit Risk

Financial instruments that potentially subject NAF to concentrations of credit and market
risk consist principally of cash and cash equivalents on deposit with financial institutions,
which from time to time may exceed the Federal Deposit Insurance Corporation (“FDIC”)
limit. NAF does not believe that a significant risk of loss, due to the failure of a financial
institution presently exists. Deposits held at financial institutions insured by the FDIC are
insured up to $250,000. As of December 31, NAF’s uninsured cash and cash
equivalents on deposit total $1,929,339. One donor comprised 65% of contributions and
grants receivable and three donors comprised of 57% of contributions and grants
revenue in 2022, whereas one donor comprised 78% of contributions and grants
receivable and 22% of contributions and grants revenue in 2021. The investment
portfolio is diversified by type of investments and industry concentrations so that no
individual investment or group of investments represents a significant concentration of
credit risk.
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4. Contributions and Grants Receivable 
  

Contributions and grants receivable consisted of the following as of December 31: 
 

2022 2021
Amounts expected to be collected in:
Less than one year 3,829,790$     3,782,542$     
One to five years 66,000            2,603,587       

3,895,790       6,386,129       

Less discount to present value (62,500)           (159,408)         

3,833,290$     6,226,721$      
 
Based on its prior experience with donors and grantors, management expects the 
contributions and grants receivables to be fully collectible. Accordingly, no allowance for 
doubtful accounts has been provided. Future years’ payments have been discounted to 
present value at an annual rates of 4.00% and 2.75% in 2022 and 2021.   
 

5. Investments 
 
The following are the classes and major categories of investments at December 31, 
grouped by the fair value hierarchy for those investments measured at fair value on a 
recurring basis: 

Level 1 Level 2 Total

U.S. common stocks 3,006,312$     -$                    3,006,312$     
U.S. government obligations 1,180,770       -                      1,180,770       
Corporate bonds -                      1,143,869       1,143,869       
Mutual Funds

Corporate bonds 733,567          -                      733,567          
Index funds 9,579              -                      9,579              
Fixed income fund 366                 -                      366                 

Total Investment at Fair Value 4,930,594$     1,143,869$     6,074,463       

Money market funds and temporary
   cash investments, at cost 872,564          

Total Investments 6,947,027$     

2022
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5. Investments (continued) 
 

Level 1 Level 2 Total

U.S. common stocks 3,285,480$     -$                    3,285,480$     
U.S. government obligations 1,343,570       -                      1,343,570       
Corporate bonds -                      4,327,085       4,327,085       
Mutual Funds

Corporate bonds 848,820          -                      848,820          
Index funds 11,418            -                      11,418            
Target date funds 27,698            -                      27,698            
Fixed income fund 355,020          -                      355,020          

Total Investments 5,872,006$     4,327,085$     10,199,091     

Money market funds and temporary
cash investments, at cost 3,867,700       

Total Investments 14,066,791$   

2021

 
6. Equipment, Furniture and Fixtures 

 
As of December 31, equipment, furniture and fixtures consisted of the following: 
 

2022 2021

Office equipment 262,032$        262,032$        
Furniture and fixtures 208,256          208,256          
Leasehold improvements 207,497          207,497          
Technology 2,700,197       2,700,197       

3,377,982       3,377,982       

Less: accumulated depreciation (3,374,345)      (3,371,624)      

3,637$            6,358$             
 

7. PPP Forgivable Loan 
 

On April 20, 2020, NAF received loan proceeds in the amount of $1,365,100 under the 
Paycheck Protection Program (“PPP”). The PPP, established as part of CARES Act. 
 
The PPP loan that was received in April of 2020 was forgiven in full by the Small Business 
Administration (the "SBA") on August 27, 2021. The PPP loan forgiveness is recognized 
as revenue on the 2021 statement of activities within CARES Act stimulus revenue. 
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8. PPP Refundable Advance 
 
On March 31, 2021, NAF received a second round of PPP funding in the amount of 
$2,000,000. NAF has elected to report this round of PPP funding as a conditional grant 
under ASC 958-605, “Revenue Recognition – Contributions”. Accordingly, NAF 
recognizes income as the conditions of the PPP funds are met. On February 25, 2022, 
NAF received partial forgiveness for the PPP loan for $1,883,123 by the SBA. NAF 
recognized $1,883,123 of the second round of PPP funding as CARES Act stimulus in 
the 2021 statement of activities. The remaining $116,877 is reported as a refundable 
advance in the 2021 statement of financial position. On March 4, 2022, NAF repaid in full 
the remaining portion of the unforgiven balance of the PPP refundable advance of 
$116,877 and associated interest. 
 

9. Net Assets with Donor Restrictions 
 
Net assets with donor restrictions were available for the following purposes and time 
restrictions as of December 31: 
 

2022 2021
Subject to expenditure for specified purpose and time:

Academy Development/STEM 1,937,493$     7,377,034$     
Core operations 1,603,503       3,461,664       
Future Ready/Work Based Learning 1,997,870       2,376,633       
Other time and purpose restrictions 461,478          944,262          
Grants/Scholarship/awards 461,019          386,731          
Corporate relations/Engagement 1,161,420       465,278          

Total Subject to Expenditure for 

Specified Purpose and Time 7,622,783       15,011,602     

Held as endowment and subject to NAF's spending
policy and appropriation:

Aldo Papone Endowment 500,000          500,000          
Jesse Blackman Endowment 30,000            30,000            

530,000          530,000          

Total Net Assets with Donor Restrictions 8,152,783$     15,541,602$   
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9. Net Assets with Donor Restrictions (continued)

Endowment fund net assets as of December 31, 2022 and 2021 consist of investments 
held in perpetuity. NAF’s endowment fund net assets comprised the following two funds 
as of December 31, 2022 and 2021:

The Aldo Papone Endowment was established by the American Express Company in 
1991 to provide funds for grant awards to outstanding U.S. academy programs.

The Jesse Blackman Endowment was established in 1994 with a contribution from the 
American Express Company. The purpose of the Jesse Blackman Endowment is to 
provide funds for a scholarship to an outstanding student in the Hospitality and Tourism 
program.

Net assets were released from donor restrictions which satisfied the following restrictions 
for the years ended December 31:

2022 2021

Academy Development/STEM 4,770,179$     4,076,226$     
Core operations 6,288,817       6,372,796   
Future Ready/Work Based Learning 3,687,789       2,797,634   
Other time and purpose restrictions 1,133,488       1,321,668   

Grants/Scholarships/awards 848,483         1,107,910   
Corporate relations/Engagement 997,229         108,100   

17,725,985$   15,784,334$   

10. Endowments

General

NAF maintains donor-restricted funds whose purpose is to provide long term support for
its programs.  As required by U.S. GAAP, net assets associated with endowment funds
are classified and reported based on the existence or absence of donor-imposed
restrictions. The Board of Directors looks to the explicit direction of the donor and
provisions of the New York Prudent Management of Institutional Funds Act (“NYPMIFA”)
when classifying such funds.
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10. Endowments (continued) 
 

Interpretation of Law 
 
NAF has interpreted NYPMIFA as requiring the preservation of the value of the original 
gift as of the gift date of the donor-restricted endowment funds absent explicit donor 
stipulations to the contrary and except in those cases where the law allows appropriation 
for spending of the original gift amounts.  As a result of this interpretation, NAF classifies 
as investments held in perpetuity (a) the original value of the gifts donated to the 
endowment, (b) the original value of subsequent gifts to the investments held in 
perpetuity, and (c) accumulations of investment returns to the endowment made in 
accordance with the direction of the applicable donor gift instrument at the time the 
accumulation is added to the fund. The remaining portion of the donor-restricted 
endowment fund that is not classified as held in perpetuity is subject to expenditure by 
the Board of Directors in a manner consistent with the standard of prudence prescribed 
by NYPMIFA. 
 
Investment Strategy and Procedure 
 
Investments held in perpetuity are those given to NAF with a donor-imposed restriction 
that the funds are not to be expended but are to be invested for the purpose of 
generating investment income (as defined by each gift instrument) for the support of 
NAF.  The principal of the funds is to be maintained in perpetuity. The donor may place 
restrictions on the purpose(s) for which the investment income may be expended. NAF’s 
Board of Directors has a fiduciary responsibility to comply with the restrictions imposed 
by the donors of these funds. 
 
NAF’s investment and spending procedure for endowment assets are in accordance with 
the request of the donor. Endowment assets include those assets of donor-restricted funds 
that NAF must hold in perpetuity. 
 
In accordance with these procedures, as approved by the Board of Directors, the 
endowment assets are invested in a manner to provide that sufficient assets are 
available as a source of liquidity for the intended use of the funds, achieve the optimal 
return possible within the specified risk parameters, prudently invest assets in a high-
quality diversified manner and adhere to established guidelines. 
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10. Endowments (continued) 
 

Changes in endowment net assets for the years ended December 31, are as follows: 
 

Cumulative Original Gift
Earnings Amount Total

Endowment net assets, beginning of year 177,442$     530,000$   707,442$  
Interest and dividends, net 13,970         -                 13,970      
Net realized and unrealized loss (69,310)       -                 (69,310)    

Endowment net assets, end of year 122,102$     530,000$   652,102$  

Cumulative Original Gift
Earnings Amount Total

Endowment net assets, beginning of year 52,953$       530,000$   582,953$  
Interest and dividends, net 13,042         -                 13,042      
Net realized and unrealized gain 111,447       -                 111,447    

Endowment net assets, end of year 177,442$     530,000$   707,442$  

With Donor Restrictions

With Donor Restrictions
2022

2021

 
 
Spending Policy 
 
NAF has a policy of appropriating endowment assets for distribution each year in 
accordance with the endowment donor specifications. Such appropriated assets are 
granted to students as part of the scholarship program guidelines established by the 
donors. 
 
Funds with Deficiencies  
 
Due to unfavorable market fluctuations, from time to time the fair value of assets 
associated with individual donor-restricted endowment funds may decline below historic 
dollar value of the donor’s original contribution to be held in perpetuity. When this 
occurs, U.S. GAAP requires that such excess losses be absorbed by the net assets with 
donor restrictions of NAF. NAF is not aware of any funds with deficiencies as of 
December 31, 2022 and 2021. 
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10. Endowments (continued) 
 
Return Objectives and Risk Parameters 
 
NAF has adopted investment and spending policies that attempt to provide a predictable 
stream of funding programs supported by its endowments while seeking to maintain the 
purchasing power of the endowment assets. Endowment assets include those assets of 
donor-restricted funds that NAF must hold in perpetuity or for a donor-specified 
period(s). To satisfy its long-term rate-of-return objectives, NAF relies on a total return 
strategy in which investment returns are achieved through both capital appreciation 
(realized and unrealized) and current yield (interest and dividends). 

  
11. Liquidity and Availability of Financial Assets 
 

As part of NAF’s liquidity management strategy, NAF structures its financial assets to be 
available as its general expenditures, liabilities and other obligations come due. NAF’s 
working capital and cash flows have cyclical variations during the year attributable to the 
cash receipts of contributions and grants, and membership fees. 

 
The following reflects NAF’s financial assets as of December 31, reduced by amounts not 
available for general use within one year of that date because of contractual or donor-
imposed restrictions: 

2022 2021
Financial assets:

Cash and cash equivalents 2,179,339$     6,827,869$        
Contributions and grants receivable, net 3,833,290       6,226,721          
Other receivables, net 934,149          546,196             
Investments 6,947,027       14,066,791        

Total Financial Assets Available Within One Year 13,893,805     27,667,577        

Less: amounts unavailable for general expenditures due to:
Contributions and grants receivable - Due in future years 66,000            2,603,587          
Deferred compensation plans 9,945              394,136             
Restricted by donor with time or purpose restrictions 5,682,491       11,709,348        
Donor restricted endowment funds 652,102          707,442             

6,410,538       15,414,513        

Financial Assets at Year End Available to Meet Cash 
Needs for General Expenditures Within One Year 7,483,267$     12,253,064$       
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12. Pension Plans 
 
As of January 1, 2020, NAF administers a single qualified plan, a 403(b) savings plan, to 
which NAF contributes a fixed 9% or 13% of employees’ compensation based on 
whether an employee has achieved five or more years of credited service. The plan is 
funded on a semi-monthly basis.  Employees are also permitted to make voluntary 
contributions to this same plan, without any additional employer match. 

The related total expense under this plan for the years ended December 31, 2022 and 
2021 was $984,530 and $1,152,346. 

NAF also maintains a 457(b) non-Governmental Deferred Compensation Plan (the 457 
Plan) for certain senior members of management. The 457 Plan is a nonqualified 
deferred compensation plan subject to the provisions of the Internal Revenue Service 
(IRS) Section 457. The related expenses under this plan were $9,945 and $14,506 for 
the years ended December 31, 2022 and 2021. At December 31, 2022 and 2021, the 
deferred compensation payable amounted to $9,945 and $394,136, and is reflected in 
investments and accounts payable and accrued expenses in the accompanying 
statement of financial position. The 457(b) plan was terminated on December 28, 2022. 
All remaining plan assets were distributed in January 2023. 
 

13. Lease Commitment 
 
In 2018, NAF executed an extension of the lease agreement commencing in January 
2020 for ten years with annual rent payments escalating each year.   
 

Lease expense
Operating lease cost 715,561$       

Supplemental cash flows
Cash paid for amounts included in the measurement

of lease liabilities
Operating cash flows from operating lease 669,336$       

ROU assets obtained in exchange for lease obligations
Operating lease 5,292,238$    

Weighted average discount rate
Operating lease 1.71%

Weighted average remaining lease term
Operating lease 7 years  
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13. Lease Commitment (continued) 
 

Future minimum lease payments were as follows: 
 

Year ending December 31,
2023 686,069$       
2024 703,221         
2025 746,285         
2026 834,482         
2027 855,344         
Thereafter 1,775,373      

Total future minimum lease payments 5,600,774      
Less imputed interest (337,383)        

Total lease liability 5,263,391$     
 

The following disclosures are required under FASB ASC 840, Leases, and are 
presented as of and for the year ended December 31, 2021, as management of NAF 
elected to adopt FASB 842, Leases, as of January 1, 2022 using the effective date 
method. 
 

For the year ended December 31, 2021, in accordance with U.S. GAAP, NAF 
recognized the anticipated rental expense of operating leases on a straight-line basis 
over the term of the lease. Rent expense for the year ended December 31, 2021 
amounted to $870,504. Deferred rent of $545,625 as of December 31, 2021 represents 
the difference between the cash payments for rent and the straight-line expense. 
 

14. Management Discussion and Analysis 
 

With net assets without donor restrictions as of December 31, 2021 totaling $8.8 million, 
which included a total of $3.24 million in CARES Act funds received in 2020 and 2021, 
NAF strategically invested in several new initiatives in addition to expanding upon 
several key programmatic offerings in 2022, resulting in a unrestricted deficiency of 
revenues over expenses of $4.2 million.  This included the impact of hiring upwards of 
15 new staff primarily focused on service delivery and execution of NAF’s ambitious 
strategic plan, which had been temporarily paused due to COVID-19. 

 

NAF has had communication with donors regarding the possibility to earn up to $39 
million in conditional awards and intentions to give which will not be recognized until 
such donor conditions are fully satisfied or waived, or awards from donors who utilize 
donor-advised funds for charitable giving purposes, whereby associated revenues are 
not recognized until such funds are received. 

 

While the decline in overall net assets is expected to continue through the end of 2023, 
in order to complete the implementation of the aforementioned new or expanded 
strategic initiatives, NAF has already taken actions to ensure a return to an increase in 
overall net assets beginning in 2024 through a combination of administrative cost 
savings, reduced operational spending, and procurement of multi-year grants with fewer 
conditions and restrictions.  
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14. Management Discussion and Analysis (continued) 
 

Examples of these cost saving and spending reductions include changing payroll, health 
insurance, and pension plan providers as part of a larger migration to a professional 
employment organization (PEO) as well as other fringe benefit changes and reductions 
resulting in nearly $500,000 of annual savings. Such efficiencies coupled with select 
restructuring of programmatic staff has enabled NAF to maintain its programmatic 
integrity and output while simultaneously building a foundation of financial sustainability 
for the future. 
 

 
* * * * * 




