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TAI T W E L L E R taitweller.com

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of

Literacy Partners, Inc.
New York, New York

We have audited the accompanying consolidated financial statements of Literacy Partners, Inc. (the
“Organization™), which comprise the statement of financial position as of June 30, 2021 and the related
statements of activities, functional expenses and cash flows for the year then ended, and the related notes to the
financial statements.

Management Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the organization’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Organization’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Literacy partners, Inc. as of June 30, 2021, 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.




To the Board of Directors of

Literacy Partners, Inc.
New York, New York

Report on Summarized Comparative Information

We have previously audited Literacy Partners, Inc.’s 2020 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated December 17, 2020. In our opinion, the
summarized comparative information presented herein as of and for the year ended June 30, 2020 is consistent, in
all material respects, with the audited financial statements from which it has been derived.

“Toudt, Welles 7 Bahe LiP

Philadelphia, Pennsylvania
May 5, 2022




LITERACY PARTNERS, INC.

STATEMENT OF FINANCIAL POSITION

June 30, 2021 And 2020
2021 2020
ASSETS
Cash $ 594,045 $ 521911
Investments (INote 4) 9,429,928 8,724,368
Accounts receivable and other assets 7,252 7,338
Contributions receivable 37,000 93,500
Grants receivable (Note 3) 275,000 30,606
Prepaid expenses 152,022 152,868
Inventory 148,641 93,755
Equipment, net of accumulated depreciation of
$430,535 in 2021 and $383,975 in 2020 117,465 151,759
Security deposit 63,750 63,750
Total assets $10,825,103 $9,839,855
LIABILITIES
Accounts payable and other accrued expenses $ 42,384 $ 31,545
Deferred rent (Note 5) 159,914 150,177
Deferred revenue 457,129 457,129
Capital leases (INote 6) 110,673 143,409
Refundable advances (Note 10) 213,925 263,617
Total liabilities 984,025 1,045,877
NET ASSETS (Note 7)
Without donor restrictions 4,684,301 4,361,824
With donor restrictions 5,156,777 4.432.154
Total net assets 9.841,078 8,793,978
Total liabilities and net assets $10,825,103 $9,839,855

See accompanying notes to financial statements.



LITERACY PARTNERS, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For The Year Ended June 30, 2021 With Summarized Information For 2020

Without Donor With Donor
Restrictions Restrictions 2021 2020
REVENUES
Public Support
Foundations and other grants $ 33,000 $ 809,291 $ 842,291 $ 586,754
Corporate contributions 10,280 100,000 110,280 20,893
Individuals 736,722 - 736,722 325,110
Bequests - - - 4,200,000
PPP grant revenue 263,617 - 263,617 -
Contributions in-kind 424890 - 424,890 459,325
Net assets released from restriction 368,891 (368,891) - -
Total public support 1,837,400 540,400 2,377,800 5,592,082
Other Revenue
Fund raising event 265,541 - 265,541 -
Investment income (Note 4) 72,044 - 72,044 79,559
Investment return for current operations (INote 4) 438,003 - 438,003 739,025
Other designated investment return (Note 4) 121,977 - 121,977 -
Other revenue 18,046 - 18,046 22,493
Total other revenue 915,611 - 915,611 841,077
Total public support and other revenue 2,753,011 540,400 3293411 6,433,159
EXPENSES
Program services 1,891,432 - 1,891,432 1,758,075
Supporting services
Management and general 484,757 - 484,757 267,819
Fundraising 498,818 - 498,818 666,795
Total supporting services 983,575 - 983,575 934,614
Total expenses 2,875,007 - 2,875,007 2,692,689
Excess (deficit) of operating revenues
over expenses (121,990) 540,400 418,404 3,740,470
Other Changes
Realized and unrealized gains on operating investments 438,775 - 438,775 -
Investment return in excess (deficit) of amounts
designated for current operations (INote 4) 5,698 184,223 189,921 (487,087)
Change in net assets 322,477 724,623 1,047,100 3,253,383
Net Assets
Beginning of year 4,361,824 4,432,154 8,793,978 5,540,595
End of year $4.,684,301 $5,156,777  $9,841,078 $8,793,978
See accompanying notes to financial statements. 4



LITERACY PARTNERS, INC.

STATEMENT OF FUNCTIONAL EXPENSES

For The Year Ended June 30, 2021 With Summarized Information For 2020

Salaries
Payroll taxes and benefits
Contributions in-kind
Instruction and facility
Books
Advertising and promotion
Instructional and testing materials
Occupancy
Telephone
Printing/postage
Office supplies and equipment
Travel and conferences
Professional fees
Fund-raising/special events
Insurance
Consultants/outside services
Computer expenses
Miscellaneous

Depreciation

Total Expenses - 2021

Total Expenses - 2020

2021 2020
Program Services Support Services
Basic Family
Educational  Educational  Literacy Total General And
Support Centers Centers Program Administrative Fundraising Total Total
$363,912 $240,723 $227,116 $ 831,751 $269,650 $100,181 $1,201,582  $1,127,550
83,493 55,230 52,108 190,831 61,867 22985 275,683 284,471
- 28,240 - 28,240 - - 28,240 30,202
- 46,475 - 46,475 - - 46,475 102,205
295,289 - - 295,289 - - 295,289 304,661
- 1,918 26 1,944 - - 1,944 1,315
67,264 44,494 41,979 153,737 49,841 18,517 222,095 186,202
4,777 3,160 2,981 10,918 3,540 1,315 15,773 3,241
4,237 2,988 8,017 15,242 1,070 6,609 22921 15,400
11,132 5,077 9,577 25,786 4,128 7,350 37,264 40,121
127 - - 127 10 752 889 20,908
2,373 28,581 74,179 105,133 42,695 12,117 159,945 159,870
- - - - - 136,905 136,905 90,802
6,178 4,087 3,856 14,121 4,578 1,701 20,400 19,303
23,882 11,579 70,509 105,970 6,256 156,250 268,476 176,859
6,999 4,630 4,368 15,997 5,186 1,927 23,110 22,374
7,484 7,509 2,648 17,641 25,487 28,327 71,455 57,981
14,101 9,328 8,801 32,230 10,449 3,882 46,561 49,224
$891,248 $494,019 $506,165 $1,891,432 $484,757 $498,818 $2,875,007
$722,698 $881,158 $154,219 $1,758,075 $267,819 566,79 2,692

See accompanying notes to financial statements.



LITERACY PARTNERS, INC.
STATEMENT OF CASH FLOWS

June 30, 2021 And 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets

Adjustments to reconcile change in net assets to
net cash provided by (used for) operating activities
Depreciation
Realized and unrealized gains on investments

(Increase) decrease in current assets
Accounts receivable and other assets
Prepaid expenses
Inventory

Increase (decrease) in liabilities

Accounts payable and accrued expenses
Deferred rent

Deferred revenue

Refundable advance

Net cash provided by (used for) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investments

Purchase of investments
Purchase of furniture, fixtures and equipment

Net cash provided by (used for) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of capital lease

Net cash used for financing activities
Net increase (decrease) in cash

CASH
Beginning of year
End of year

SUPPLEMENTAL DISCLOSURE
Interest paid

2021

$ 1,047,100

46,561
(1,117,187)

(187,808)
846
(54,886)

10,839
9,737

(49 69_2)
(294,490)

2,182,741
(1,771,114)
(12.267)

399.360

(32.736)
(32.736)

72,134

— 521911
§ 594,045

§ 14015

2020

$ 3,253,383

49,202
(251,527)

(13,184)
(138,318)
(22,258)

(22,398)
31,133

457,129

263,617

—_—

3,606,779

1,737,164
(5,308,204)
(10.867)

(3,581,907)

(29.374)
(29.374)

(4,502)

526,413
521911

$§ 17,379

See accompanying notes to financial statements.



LITERACY PARTNERS, INC.

NOTES TO FINANCIAL STATEMENTS

June 30, 2021 And 2020
(1) ORGANIZATION
ORGANIZATION

@

Literacy Partners, Inc. (the “Organization’) believes that the ability to read is an essential element of an
enriched and fulfilling life. Their high quality, community-based literacy programs in New York City
empower adults to reach their full potential as individuals, parents and citizens.

TAX EXEMPT STATUS

The Organization is incorporated as a not-for-profit organization and is exempt from federal income
taxes under Section 501(c)(3) of the Internal Revenue Code and from state and local taxes under
comparable laws.

Management has reviewed the tax positions for each of the open tax years (2017 — 2019) or expected to
be taken in the Organization’s 2020 tax return and has concluded that there are no significant uncertain
tax positions that would require recognition in the financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ACCRUAL BASIS OF ACCOUNTING

The accompanying consolidated financial statements of the Organization have been prepared on the
accrual basis of accounting and conform to generally accepted accounting principles as applicable to not-
for-profit organizations.

ACCOUNTING 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, liabilities, revenues and expenses, as well as the disclosure of contingent
assets and liabilities. Actual results could differ from those estimates.

FUNCTIONAL ALLOCATION OF EXPENSES

The financial statements report certain categories of expenses that are attributable to more than one
program or supporting function. These expenses require allocation on a reasonable basis that is
consistently applied. The Organization’s payroll, taxes and benefit expenses are allocated based on
analysis of time and effort, while other costs are charged directly to the program or department in which
the expense was incurred.

CONCENTRATION OF CREDIT RISK

The Organization occasionally maintains deposits in excess of federally insured limits. Accounting
Standards Codification (“ASC”) 825, “Financial Instruments”identifies these items as a concentration
of credit risk requiring disclosure, regardless of the degree of risk. The risk is managed by monitoring the
financial institutions in which deposits are made.




LITERACY PARTNERS, INC.
NOTES TO FINANCIAL STATEMENTS — (Continued)

June 30, 2021 And 2020

NETASSETS

The net assets of the Organization and changes therein are classified and reported as follows:

¢  Without Donor Restrictions: Net assets that are not subject to donor-imposed stipulations and
that may be expendable for any purpose associated with the principal mission of the
Organization.

¢  With Donor Restrictions: Net assets subject to donotr-imposed restrictions that will be met
either by actions of the Organization or the passage of time. Items that affect this net asset
category are gifts for which donor-imposed restrictions have not been met in the year of receipt,
including gifts; pledges; and investment returns on “true” endowment funds. Expirations of
restrictions of net assets with donor restrictions are reported as net assets released from
restriction.

Also included in this category are net assets subject to donor-imposed restrictions to be
maintained permanently by the Organization, including gifts wherein donors stipulate that the
corpus of the gift be held in perpetuity (primarily gifts for endowment) and that only the income
be made available for operations or other purposes.

REVENUE RECOGNITION

The Organization recognizes contributions when cash, securities or other assets, and unconditional
promise to give, or a notification of a beneficial interest is received. Conditional contributions include
donor-imposed conditions with one or more barriers that must be overcome before the Organization is
entitled to the assets transferred or promised and there is a right of return to the contributor for assets
transferred or a right of release of the promisor from its obligation to transfer assets. The Organization
recognizes the contribution when the conditions are substantially met or explicitly waived. Unconditional
contributions are classified as without donor restrictions unless there are donor stipulations that limit the
use of the donated assets. When a donor restriction expires, that is, when a stipulated time restriction
ends or purpose of the restriction is accomplished, net assets with donor restrictions are then classified to
net assets without donor restrictions and reported in the statement of activities as “net assets released
from restrictions.” The Organization records unconditional promises to give (pledges) as a receivable
and revenue in the year pledged. As of June 30, 2021 and 2020, all pledges are due within one year.

CONTRIBUTIONS IN-KIND

A substantial number of volunteers have made significant contributions of their time to tutor students
participating in the Organization’s programs. These donated services are a significant and integral part
of the efforts of the Organization and would have to be performed by salaried personnel if the services
had not been donated. The estimated fair value of the instructional hours is reported as support and a
corresponding expense in the statement of activities. The fair value of such services is computed using
the annual number of hours contributed multiplied by the hourly rate that would be paid if such
services were to be performed by salaried personnel. The Organization occupies, without charge, various
sites located throughout the city that are used for program operations. The estimated fair value of the
rentals is reported as support and expense. The fair value of the rentals are computed by using various
factors such as the estimated square feet and space occupied, the number of annual hours the site is used
and the rent that would be paid if such facilities were not donated.

The Organization also receives donated books, which are used in its programs and the value of these
materials were recorded as program expenditures.




LITERACY PARTNERS, INC.
NOTES TO FINANCIAL STATEMENTS — (Continued)

June 30, 2021 And 2020

In 2021, the Organization received donated airtime throughout the month of June in connection with
the La Fuerza De Familias, father-focused PSA campaign. The program included approximately 2,400
airings, was shown on over 400 outlets across the United States and was viewed by approximately 3.9
million people. The donated ad time, valued at $295,289, is included contributions in-kind on the
statement of activities and changes and net assets. The program will continue into fiscal 2022.

INVESTMENTS

Investments are reported at their fair values, with gains and losses, included in the accompanying
statements of activities. Net investment income is recorded as unrestricted unless specifically restricted by
the donors. Contributions of marketable securities are recorded at their market values at the dates of
donation.

Investments also include alternative investment in hedge funds whose underlying investments are
comprised of other funds, partnerships and trusts. These funds invest in securities and other
investments that include both publicly traded investments as well as other investments that do not have
readily ascertainable market values. Certain of these investments also are subject to withdrawal
restrictions. The general partners of these limited partnerships and other funds that hold investments
which do not have readily ascertainable market values provide valuations based on a variety of factors
including comparable investments in transactions and operating performance of the underlying
companies. The limited partnerships that invest in these other funds use the prices provided by these
general managers. The Organization’s management may consider other factors in assessing fair value of
these investments.

Due to the level of risk associated with certain of these investments, it is possible that changes in the
values of investment securities could occur in the near term and that such changes could affect the
investment balances.

EQUIPMENT
Equipment is recorded at cost less accumulated depreciation. Depreciation is provided on the straight-
line basis over the estimated useful lives of the assets, generally five years.

PRIOR YEAR 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 generally accepted accounting principles. Accordingly, such information should be read
in conjunction with the Organization’s audited financial statements for the year ended June 30, 2020,
from which the summarized information was derived.

RECLASSIFICATIONS

Certain reclassifications were made to the 2020 financial statements to conform to the 2021 presentation.




LITERACY PARTNERS, INC.
NOTES TO FINANCIAL STATEMENTS — (Continued)

June 30, 2021 And 2020

ACCOUNTING PRONOUNCEMENTS - ADOPTED

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) 2014-09, Revenue from Contracts with Customers (Topic 606) (ASU 2014-09). The ASU establishes a
comprehensive revenue recognition standard for virtually all industries under generally accepted
accounting principles in the United States (U.S. GAAP) including those that previously followed
industry-specific guidance. The guidance states that an entity should recognize revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services. The FASB issued ASU
2015-14 in August 2015 that deferred the effective date of ASU 2014-09 to fiscal years beginning after
December 15, 2018, then further issued ASU 2020-05 in June of 2020 delaying implementation by
another year to fiscal years beginning after December 15, 2019. ASU 2014-09 was implemented in fiscal
2021 and did not have a material effect on the financial statements

NEWACCOUNTING PRONOUNCEMENTS NOT YETADOPTED

In 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The ASU changes the accounting treatment
for operating leases by recognizing a lease asset and lease liability at the present value of the lease
payments in the statement of financial position and disclosing key information about leasing
arrangements. The FASB issued ASU 2020-05 in June of 2020 that deferred the effective date of ASU
2016-02 by a year thus the effective date is for fiscal years beginning after December 15, 2021. Early
adoption is permitted. The ASU should be applied at the beginning of the earliest period presented using
a modified retrospective approach. The Organization plans to adopt the new ASU at the required
implementation date.

(3) GRANTS RECEIVABLE

Grants receivable are due as follows at June 30:

2021 2020
Receivable in one year $125,000 $30,606
Receivable in one to five years 150,000 -
Total grants receivable $275,000 $30,606

10



LITERACY PARTNERS, INC.

NOTES TO FINANCIAL STATEMENTS - (Continued)

June 30, 2021 And 2020

“

INVESTMENTS

The following is a summary of the Organization’s investments at June 30, 2021 and 2020.

2021 2020
Cost Market Cost Market
Cash and Cash Equivalents $ 457,579 $ 457,579 $2,556,414 $2,556,414
Common Stock 1,966,385 2,761,513 2,031,471 2,232,223
Structured Products-Equity 633,000 628,791 200,000 185,500
Hedge Funds 262,172 270,136 244,800 238,919
Mutual Funds and EFTs
Equity 900,288 1,185,944 542,402 554,995
Fixed Income 3,970,969 4,125,965 2,792,575 2,956,317
$8,190,393 $9,429,928 $8,367,662 $8,724,368
At June 30, 2021 and 2020, unrealized gains were $1,239,535 and $356,706, respectively.
Total return on investments for the year ended June 30, 2021 and 2020 was as follows:
2021 2020
Investment income (net of management fees
of $55,765 and $39,083, respectively) $ 143,533 $ 79,970
Realized and unrealized gains 1,117,187 251,527
$ 1,260,720 $ 331,497
Investment return was allocable as follows:
Non-endowment net assets $ 632,796 $ 79,559
Endowment net assets 627,924 251,938
$ 1,260,720 $ 331,497

The Organization uses the total return concept for Endowment Fund income. Under this concept,
endowment income to be distributed based on the approval of the board of directors using the average
market values of the endowment assets of the prior three years. Total endowment income distributed for

operations amounted to $438,003 and $739,025 for 2021 and 2020, respectively.

In addition to the endowment distribution, for the year ended June 30, 2021, the Organization approved
distributions from its non-endowment investment income for current operations in the amount of $121,977.

The following schedule summarizes the investment return of the endowment funds and its classification in

the statement of activities:

Without With June 30, June 30,
Donor Donor 2021 2020
Restrictions Restrictions Total Total
Total return on investments $ 18,838 $ 609,086 $ 627,924 $ 251,938
Investment return designated for current
operations (13,140) (424,863) (438,003) (739,025)
Investment return in excess (deficit) of
amounts designated for current operations $§ 5698 $§ 184,223 $ 189,921 $(487,087)

1n



LITERACY PARTNERS, INC.
NOTES TO FINANCIAL STATEMENTS — (Continued)

June 30, 2021 And 2020

The Organization utilized various methods to measure the fair value of its investments on a recurring basis.
Generally accepted accounting principles establish a hierarchy that prioritizes inputs to valuation methods.
The three levels of inputs are described below:

Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities that the
Organization has the ability to access.

Level 2 — Observable inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly. These inputs may include quoted prices for the
identical instrument on an inactive market, prices for similar instruments, interest rates,
prepayment speeds, credit risk, yield curves, default rates and similar data.

Level 3 — Unobservable inputs for the asset or liability, to the extent relevant observable inputs are not
available, representing Organization’s own assumptions about the assumptions a market
participant would use in valuing the asset or lability, and would be based on the best
information available.

The inputs methodology used for valuing securities are not necessarily an indication of the risk associated
with investing in those securities.

The summary of inputs used to value the Organization’s investments as of June 30, 2021 and 2020 are as

follows:
2021
Level 2
Other Level 3
Level 1 Significant Significant
Quoted Observable Unobservable
Total Prices Inputs Inputs
Money Markets $ 457,579 $ 457,579 $ - $
Common Stocks 2,761,513 2,761,513 - -
Structured Products - Equity 628,791 - 628,791 -
Mutual Funds
Equity 1,185,944 1,185,944
Fixed Income 4,125,965 4,125,965 - -
9,159,792 $8,531,001 $628,791 $ -
Hedge Funds reported at Net Asset Value 270,136
$9,429,928
2020
Level 2
Other Level 3
Level 1 Significant Significant
Quoted Observable Unobservable
Total Prices Inputs Inputs
Money Markets $2,556,414 $2,556,414 $ - $
Common Stocks 2,232.223 2,232.223 - -
Structured Products — Equity 185,500 - 185,500 -
Mutual Funds
Equity 554,995 554,995 -
Fixed Income 2,956,317 2,956,317 - -
8,485,449 $ 8,485,449 $185,500 $ -

Hedge Funds reported at Net Asset Value 238919
$8,724,368

12



LITERACY PARTNERS, INC.
NOTES TO FINANCIAL STATEMENTS — (Continued)

June 30, 2021 And 2020

(55 COMMITMENTS AND CONTINGENCIES

COMMITMENTS
LEASE COMMITMENTS

The Organization has a lease agreement expiring January 31, 2026. The Organization received four
months of free rent in connection with the signing of this lease, and as such, rental payments
required under this lease are reported as rent expense on a straight-line basis over the term of the
lease. As of June 30, 2021 and 2020, $159,914 and $150,177 have been recorded as deferred rent,
respectively. Rent expense for the yeats ended June 30, 2021 and 2020 amounted to approximately
$199,000 and $158,000, respectively, net of sublease rental income of approximately $21,000 and
$48,000.

Future minimum rental commitments (exclusive of electricity and real estate taxes), under all non-
cancelable operating leases at June 30, 2021 are as follows:

Fiscal Year

2022 $ 256,100
2023 247,900
2024 239,900
2025 247,100
2026 168,900
$1,159,900

EQUIPMENT LEASES

The Organization leases office equipment under a non-cancelable operating lease commitment
expiring in 2023. Total rent expense on office equipment amounted to $22,144 and $19,256 in 2021
and 2020, respectively. The approximate minimal annual rental commitments, under all non-
cancelable leases with terms of one year or more for the periods set forth below, are as follows:

Fiscal Year

2022 $20,600
2023 15,450
$36,050

13



LITERACY PARTNERS, INC.
NOTES TO FINANCIAL STATEMENTS — (Continued)

June 30, 2021 And 2020

(6) CAPITAL LEASE OBLIGATIONS

The Organization entered into a capital lease agreement in October 2018 for the purchase of a phone system.
The lease calls for 63 monthly payments of $3,896.

The related phone system is included with equipment at a cost of $186,318 with accumulated depreciation of
$93,159 and $55,895 at June 30, 2021 and 2020, respectively. For the years ended June 30, 2021 and 2020,
total interest expense incurred under the lease was $14,015 and $17,379, respectively. Future minimum lease
payments under these capital leases together with present value of the net minimum lease payments at June 30,
2021 are as follows:

Years Ended June 30, Amount
2022 $ 406,752
2023 46,752
2024 35,064

128,568
Less: Amount representing interest (17,895)
Present value of minimum lease payments $110,673

(7) NET ASSETS

Net assets with donor restrictions at June 30, 2021 and 2020 are as follows:

2021 2020
Subject to expenditure for a special purpose
Literacy programs $ 751,950 $§ 211,550
Subject to the passage of time
Accumulated deficit on endowment (856,275) (1,040,498)
(104,325) (828,948)
Perpetual in nature:
The Liz Smith Adult Literacy Fund 5,261,102 5,261,102
Total net assets with donotr restrictions $ 5,156,777 $4,432,154

ENDOWMENT FUNDS

The Organization’s endowment fund consists of both donor-restricted endowment funds and funds
designated by the Board to function as endowments. As required by GAAP in the United States, net assets
associated with endowment funds, including funds designated by the Organization to function as
endowments, are classified and reported based upon the existence or absence of donor-imposed restrictions.

14



LITERACY PARTNERS, INC.
NOTES TO FINANCIAL STATEMENTS — (Continued)

June 30, 2021 And 2020

INTERPRETATION OF RELEVANT LAW

The Organization is incorporated in the state of New York, which has enacted the Uniform Prudent
Management of Institutional Funds Act (“UPMIFA”’). UPMIFA governs donor restricted or permanently
restricted endowment funds for not-for-profit corporations. The Organization has interpreted the
applicable state standards and guidelines for the prudent management of an endowment fund as requiring
the preservation of the fair value of the original gift as of the gift date of the endowment funds absent
explicit donor stipulations to the contrary. As a result of this interpretation, the Organization classifies as
net assets with donor restrictions (a) the original value of gifts donated to the permanent endowment; (b)
the original value of subsequent gifts to the permanent endowment; and (c) accumulations to the permanent
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 (i.e. the
accumulated realized and unrealized gains/losses) that is not classified in permanently restricted net assets is
classified as temporarily restricted net assets until those amounts are appropriated for expenditure by the
Organization. The Organization considers the following factors in making a determination to appropriate
or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the Organization and the donor-restricted endowment fund

(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments

(6) Other resources of the Organization

(7)  Where appropriate and circumstances would otherwise warrant, alternatives to expenditure of the
endowment fund, giving due consideration to the effect that such alternatives may have on the

institution.

(8) The investment policies of the Organization

RETURN OBJECTIVES AND RISK PARAMETERS

The total rate of return (net of fees) is expected to equal or exceed a passive investment in commonly
quoted market indices (benchmarks) based on a long-term optimal asset allocation.

To satisfy its long-term rate-of-return objectives, the Organization relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The Organization targets a diversified asset allocation that places a greater
emphasis on equity-based investments to achieve its long-term return objectives within prudent risk
constraints.
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LITERACY PARTNERS, INC.
NOTES TO FINANCIAL STATEMENTS — (Continued)

June 30, 2021 And 2020

SPENDING POLICY

The Organization has a policy of appropriating for distributions of an approved percentage of its
endowment funds’ average fair value over the prior three years ending on March 31, of the preceding the
fiscal year in which the distribution is planned. For the years ended June 30, 2021 and June 30, 2020, the
approved distribution was 8% and 14%, respectively. These distributions reflect the Organization’s need to
reinvest in program for both program reach and revitalizing the donor community. While in recent years
distributions have been high, the Organization believes that it will have a positive effect on its long-term
sustainability.

UNDERWATER FUNDS

From time to time, the fair value of assets associated with individual donor restricted endowment funds may
fall below the level that the donor or state standards require the Organization to retain as a fund of
perpetual duration. At June 30, 2021 and 2020, accumulated endowment deficits were $856,275 and
$1,040,498, respectively, as a result of the Organization’s distribution rate.

Endowment net asset composition by type of fund as of June 30, 2021 and 2020:

2021
Without Donor With Donor
Restrictions Restrictions Total
Endowment funds $139,868 $4,404,827 $4,544.695
2020
Without Donor With Donor
Restrictions Restrictions Total
Endowment funds $134,170 $4.220,604 $4,354,774

The Organization classifies the original value of gifts received with donor stipulations that require them to
be held in perpetuity as net assets with donor restrictions. Income earned on such gifts is classified as with
donor restrictions until it is expended in accordance with state law and/or the donor restriction.

2021
Without Donor With Donor
Restrictions Restrictions Total
Endowment net assets, beginning of year $ 134,170 $ 4,220,604 $4,354,774
Investment return (See Note 4) 18,838 609,086 627,924
Investment return designated for current operations (13,140) (424.863) (438,003)
$ 139,868 $4,404,827 $4,544,695
2020
Without Donor With Donor
Restrictions Restrictions Total
Endowment net assets, beginning of year $148,783 $4,693,078 $4,841,861
Investment return (See Note 4) 7,558 244380 251,938
Investment return designated for current operations (22,171) (716,854) (739,025)
$134,170 $4,220,604 $4,354,774
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NOTES TO FINANCIAL STATEMENTS - (Continued)

June 30, 2021 And 2020

®
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FINANCIAL ASSETS AND LIQUIDITY RESOURCES

The Organization strives to maintain liquid financial assets to be available as its general expenditures,
liabilities and other obligations become due. Financial assets in excess of daily cash requirements are
invested in money market funds and certificates of deposit maturing within one year. As part of the
Organization’s liquidity management, it has a practice to structure its financial assets to be available as its
general expenditures, liabilities and other obligations become due.

The following table reflects the Organization’s financial assets as of June 30, 2021 and 2020, reduced by
amounts that are not available to meet general expenditures within one year of the statement of financial
position date because of contractual restrictions.

2021 2020

Financial Assets:

Cash and cash equivalents $ 594,045 $ 521,911

Investments 9,429,928 8,724,368

Contributions receivable (due within one year) 37,000 93,500

Grants receivable (due within one year) 275,000 30,606

Total financial assets available within one year 10,335,973 9,370,385
Less:

Net assets with donor restrictions (5,156,777) (4,432,154)

Total financial assets available to meet general expenditures

within one year $ 5,179,196 $ 4,938,231
PENSION PLAN

The Organization has a defined contribution plan covering all eligible employees. Under this plan, eligible
employees may contribute to individual annuities issued to each participant by the Teachers Insurance and
Annuity Association (“TTAA”) and the College Retirement Equities Fund (“CREF”). For eligible employees
earning less than $50,000 annually, the Organization will match the percentage the employee contributes on
a 2:1 basis, up to a maximum of $3,000 per year, while employees earning $50,000 or more receive matching
contributions on a 1:1 basis, also up to a maximum of $3,000 per year. Employee contributions vest
immediately, while employer contributions vest over a three-year period. During the years ended June 30,
2021 and 2020, the Organization contributed approximately $25,500 and $33,100, respectively, to the plan.

(10) COVID-19 AND REFUNDABLE ADVANCE/PAYROLL PROTECTION PROGRAM

In December 2019, a novel strain of the coronavirus (“COVID-19") was reported in China. The World Health
Organization has declared COVID-19 to constitute a “Public Health Emergency of International Concern”.
This outbreak has affected virtually every industry and has created volatility in stock markets throughout the
world. Many federal and state governments have implemented numerous restrictions, mandated various
closures and quarantine requirements in connection with the COVID-19 outbreak. The extent of the impact of
COVID-19 on the Organization’s operational and financial performance will depend on future developments,
including the duration and spread of the outbreak and the impact on the Organization’s funders, donors,
employees and vendors, all of which are uncertain and cannot be predicted.
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On April 7, 2020, the Organization received a $263,617 loan under the Small Business Administration’s
(“SBA”) Paycheck Protection Program (the “PPP Loan”). The Organization considers this to be a
conditional contribution and it expects to meet the critetia for loan forgiveness. The Organization considers
the incurrence of eligible expenses and the acceptance of its application for forgiveness by the SBA to be
barriers in the PPP Loan agreement and as such, will recognize contribution income when these conditions
are substantially met. As of June 30, 2020, the Organization had recorded $263,617 as a refundable advance.
The Otrganization believes it met all the conditions and incurred expenses in the amount of $263,617 as of
June 30, 2021, the amount has been recognized in the Statement of Activities and Changes in Net Assets as
PPP grant revenue in fiscal year 2021. On August 26, 2021, the SBA approved the PPP Loan for forgiveness
in full.

On February 17, 2021, the Organization received a $213,925 loan under the Small Business Administration’s
(“SBA”) Paycheck Protection Program Second Draw Loan (“PPP Second Draw Loan’) under the
Consolidated Appropriations Act 2021, Additional Coronavirus Response and Relief provisions. PPP
Second Draw Loans are eligible for forgiveness if the Organization incurs qualifying expenses over a period
of time not to exceed 24 weeks. The period of time in which qualifying expenses may be incurred
commences upon receipt of the loan. Any portion of the loan not forgiven is payable over a 5-year period
at an interest rate of 1%. The Organization considers the incurrence of eligible expenses and the acceptance
of its application for forgiveness to be barriers in the PPP Second Draw Loan agreement and as such, will
recognize contribution income when these conditions are substantially met. As of June 30, 2021, the
Organization had recorded $213,925 as a refundable advance.

SUBSEQUENT EVENTS

Subsequent events after the balance sheet date through the date that the financial statements were available
for issuance, May 5, 2022, have been evaluated in the preparation of the financial statements. There were no
material subsequent events to be disclosed other than disclosed above.
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