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Independent Auditors’ Report 
 
 

To the Board of Directors of 
Peace First, Inc. 
 
 
We have audited the accompanying financial statements of Peace First, Inc. (a nonprofit 
organization), (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’s 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. 
 
Auditors’ 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 entity’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 
entity’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 the Organization 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. 
 
Substantial Doubt about the Organization’s Ability to Continue as a Going Concern 
 
The accompanying financial statements have been prepared assuming that the Organization 
will continue as a going concern.  As discussed in Note 10 to the financial statements, the 
Organization has incurred significant operating expenses and as a result of slow payments on 
promises to give has had to almost fully draw down its $1,250,000 line of credit to cover these 
costs.  Management’s evaluation of the events and conditions and management’s plans 
regarding those matters also are described in Note 10.  The financial statements do not include 
any adjustments that might result from the outcome of this uncertainty.  Our opinion is not 
modified with respect to this matter. 
 
Report on Summarized Comparative Information 
 
The financial statements of the Organization for the year ended June 30, 2020 were audited by 
another auditor who expressed an unmodified opinion on those statements on May 13, 2021. In 
the opinion of the other auditor, 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.   

C 
Braintree, Massachusetts 
March 21, 2022 
 



Current Assets 2021 2020

Cash - operating $ 141,949 $ 662,435

Accounts receivable -                 15,882           

Promises to give, current portion, net 882,875         416,037

Prepaid expenses 1,982 5,554

Total current assets 1,026,806      1,099,908      

Fixed Assets

Equipment and software 310,238 343,423

Total fixed assets 310,238 343,423

Less: accumulated depreciation (278,531)        (260,289)        

Total net fixed assets 31,707           83,134           

Other Assets

Promises to give, long-term portion, net 108,347         379,921         

Cash held for others -                 18,500

Security deposit 12,666 12,666

Total other assets 121,013         411,087         

Total Assets $ 1,179,526      $ 1,594,129      

Current Liabilities

Line of credit $ 1,088,808      $ 1,245,862

Note payable - paycheck protection program (PPP) (see Note 4) 155,790         238,747         

Accounts payable and accrued expenses 76,518           74,899

Cash held for others -                 18,500

Accrued payroll and benefits 37,100           65,540

Total liabilities 1,358,216      1,643,548      

Net Assets

Net assets without donor restrictions (1,228,449)     (860,877)        

Net assets with donor restrictions 1,049,759      811,458         

Total net assets (178,690)        (49,419)          

Total Liabilities and Net Assets $ 1,179,526      $ 1,594,129      

PEACE FIRST, INC.

Statement of Financial Position

As of June 30, 2021

With Comparative Totals as of June 30, 2020

The accompanying notes are an integral part of the financial statements.
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Without Donor With Donor 2021 2020

Restrictions Restrictions Total Total

Revenue and Support

Contributions and grants $ 264,022         $ 1,276,054      $ 1,540,076      $ 1,271,146

In-kind contributions 307,776         -                 307,776         152,606

Rental 109,161         -                 109,161         76,466

Other 11,847           -                 11,847           800

Program service fees 500                -                 500                -                 

Interest 1,415             -                 1,415             -                 

Net assets released from restrictions 1,037,753      (1,037,753)     -                 -                 

Total revenue and support 1,732,474      238,301         1,970,775      1,501,018      

Expenses 

Program services 1,699,072      -                 1,699,072      1,597,757      

General and administrative 361,488         -                 361,488         278,745         

Fundraising 278,233         -                 278,233         168,282         

Total expenses 2,338,793      -                 2,338,793      2,044,784      

Change in net assets from operations (606,319)        238,301         (368,018)        (543,766)        

Non-Operating Revenue 

Forgiveness of debt - PPP 238,747         -                 238,747         -                 

Total non-operating revenue 238,747         -                 238,747         -                 

Total Change in Net Assets (367,572)        238,301         (129,271)        (543,766)        

Net Assets at Beginning of Year (860,877)        811,458         (49,419)          494,347         

Net Assets at End of Year $ (1,228,449)     $ 1,049,759      $ (178,690)        $ (49,419)          

Statement of Activities

For the Year Ended June 30, 2021

PEACE FIRST, INC.

With Comparative Totals for the Year Ended June 30, 2020

The accompanying notes are an integral part of the financial statements.
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Cash Flows from Operating Activities 2021 2020

Change in Net Assets $ (129,271)        $ (543,766)        

Adjustments to reconcile change in net assets to net cash (used in) provided by

operating activities:

Depreciation 52,829           93,915           

Release of cash held for others 18,500           -                 

Forgiveness of debt - paycheck protection program (238,747)        -                 

Loss on disposal of assets 1,390             -                 

Decrease (increase) in assets:

Accounts receivable 15,882           (15,882)          

Promises to give (195,264)        605,150         

Prepaid expenses 3,572             (474)               

Increase (decrease) in liabilities:

Accounts payable and accrued expenses 1,619             1,787             

Due to officer -                 (38,967)          

Cash held for others (18,500)          -                 

Accrued payroll and benefits (28,440)          (440)               

Prepaid rent -                 (4,636)            

Net Cash (Used in) Provided by Operating Activities (516,430)        96,687           

Cash Flows from Investing Activities

Purchase of equipment and software (2,792)            (1,348)            

Net Cash Used in Investing Activities (2,792)            (1,348)            

Cash Flows from Financing Activities

Proceeds from note payable - paycheck protection program 155,790         238,747         

Repayments on line of credit (157,054)        -                 

Net Cash (Used in) Provided by Financing Activities (1,264)            238,747         

Net (Decrease) Increase in Cash and Cash Equivalents (520,486)        334,086         

Cash and Cash Equivalents - Beginning 662,435         328,349         

Cash and Cash Equivalents - Ending $ 141,949         $ 662,435         

Supplemental Disclosure of Cash Flow Information

Cash paid during the year for interest $ 47,710 $ 59,838

Supplemental Disclosure of Noncash Investing and Financing Activities

PEACE FIRST, INC.

Statement of Cash Flows

For the Year Ended June 30, 2021

With Comparative Totals for the Year Ended June 30, 2020

During the year ended June 30, 2021, $35,977 of equipment with related accumulated depreciation of $34,587 
was disposed of resulting in a loss of $1,390.

The accompanying notes are an integral part of the financial statements.
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Total

Program General and 2021 2020

Services Administrative Fundraising Total Total

Salaries $ 517,864         $ 106,415         $ 94,665           $ 718,944         $ 807,334

Employee benefits 46,436           9,542             8,488             64,466           89,419

Payroll taxes 49,171           10,105           8,988             68,264           73,158

Subtotal 613,471         126,062         112,141         851,674         969,911         

Depreciation 38,053           7,820             6,956             52,829           93,915           

Insurance 4,999             1,027             914                 6,940             17,186           

Interest expense -                 48,720           -                 48,720           64,044           

Membership dues 25,747           5,291             4,707             35,745           44,454           

Grant expense 177,000         -                 -                 177,000         175,307         

Printing and postage 228                 47                   42                   317                 575                 

Professional fees 449,547         92,377           82,177           624,101         281,202         

Professional fees - in-kind 185,421         38,101           33,895           257,417         89,116           

Rent 85,113           17,489           15,559           118,161         105,899         

Rent - in-kind 35,612           7,317             6,510             49,439           21,490           

Repairs and maintenance -                 -                 -                 -                 135                 

Supplies 5,188             1,066             948                 7,202             34,228           

Supplies - in-kind 663                 136                 121                 920                 42,000           

Taxes, licenses, permits, fees 14,259           2,930             2,606             19,795           13,207           

Transportation and travel 38,802           7,973             7,093             53,868           84,615           

Bad debt 17,440           3,584             3,188             24,212           7,500             

Other expense 7,529             1,548             1,376             10,453           -                 

Total expenses $ 1,699,072      $ 361,488         $ 278,233         $ 2,338,793      $ 2,044,784      

PEACE FIRST, INC.

Statement of Functional Expenses

For the Year Ended June 30, 2021

With Comparative Totals for the Year Ended June 30, 2020

The accompanying notes are an integral part of the financial statements.
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PEACE FIRST, INC.

Notes to Financial Statements

June 30, 2021
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(1) Summary of Significant Accounting Policies

The financial statements have been prepared on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America 
(U.S. GAAP).  The significant accounting policies followed by Peace First, Inc. (the 
Organization) are described below to enhance the usefulness of the financial statements to 
the reader.

(a) Nature of Activities

The Organization was founded by teenagers in 1992 at Harvard University with a 
powerful idea: if we are going to solve the world’s greatest problems, we must support 
this generation of young people with the skills and commitments to solve problems by 
connecting with others with compassion, standing up for ideals and others with courage, 
and creating collaborative change. 

As young people work to create change, the Organization is growing a powerful model 
for investment in youth-led ideas for improving the world. Unlike traditional models, 
which invest money around youth, the Organization is investing in youth – by putting 
tools and funds directly in their hands to build and run programs – and with youth – by 
giving them authority to determine where funds are best invested for impact.

Our Model

Our model, the Peace First Challenge, is a global call to action designed by and for 
young people to speak up for their values and to make change. The Challenge invites 
young people to actively address an injustice, challenge, or opportunity they face in their 
own lives and communities. The key activities the Organization executes to support 
young people include the following three “big ideas,” which the Organization views as 
essential cornerstones of youth-led social change:

1. Building a Generation of Innovators for Good by using a combined model of both 
digital and in-person recruitment and engagement tactics, radically expanding the 
pool of young people involved in social action through broad-based support and mini-
grants of $250.

a. A blended learning platform - PeaceFirst.org - co-designed by an international 
cohort of youth leaders, the Organization’s digital platform combines decades of 
knowledge from the Organization’s in-school curriculum with imagination and 
insights from today’s youth to create an always-on, trusted resource for youth 
inspired to change the world. Through the platform, teams of young people take 
part in a guided training using digital design tools to create social change 
projects that are brought to life with best-in-class tools, a caring community of 
peers and adult mentors, and mini-grants to support implementation and provide 
resources to all youth in need of them.



PEACE FIRST, INC.

Notes to Financial Statements

June 30, 2021
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(1) Summary of Significant Accounting Policies - continued

(a) Nature of Activities - continued

b. Peace First Labs are implemented virtually and in-person by our trained, on-the-
ground Fellows-in-Residence, in partnership with schools and community 
organizations, Labs provide young people with an introduction to the 
Organization and guidance on how to join our global community through the 
Peace First platform. 

c. A global community of young people interact and are connected to others on 
the platform, which means young people can browse other projects to connect 
with, learn from, and partner with thousands of other youth leaders around the 
world. A dedicated community management team provides moderation and 
support.

d. Funding in the form of non-competitive mini-grants; up to $250 for each funded 
project so that no young person is excluded due to lack of resources. Mini-grants 
are approved after young people have completed a project plan that goes 
through multiple stages of review, and are distributed directly to young people.

e. Caring mentors provide tailored feedback and direct support to every single 
young person on our platform - all of whom receive intensive training, undergo a 
background check, and use their skills and expertise to support youth 
peacemakers around the world.

2. Scaling Young People’s Best Solutions to our Global Problems by investing in 
powerful youth-led projects that have the potential for greater impact. Once young 
people have completed the first round of their project they are invited to apply for the 
Peace First Accelerator program to grow their impact and share their learning. This 
includes:

a. Intensive Accelerator experiences (in-person and virtual), where teams of 
young people receive personalized coaching, connect with content experts in 
their issue area, get peer support from a community of fellow leaders, and use 
customized Peace First tools to build out and implement a nine-month plan to 
scale their project.

b. Accelerator grants of up to $2,500 to help teams carry out their scale plans, 
deepening or replicating their work and multiplying their impact.

c. Share their learning with a global audience through pitch opportunities, having 
their story shared through social media and on our platform, and presenting their 
innovations to policymakers and influencers.



PEACE FIRST, INC.

Notes to Financial Statements

June 30, 2021
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(1) Summary of Significant Accounting Policies - continued

(a) Nature of Activities - continued

The Organization’s programs are led by a team of Fellows-in-Residence, young 
leaders ages 18-25, who are located in all of the regions around the world. They work 
full-time to support, connect, and scale youth-led social innovation in their region. 
Fellows are supported by staff specialists who have experience and competency in 
foundational operational areas (e.g., technology, finance, evaluation, program design, 
compliance, community-building, fundraising, etc.). Specifically, Fellows-in-Residence: 

 Lead the delivery of the Organization’s programs in their respective regions, from 
activation to Prize selection to program monitoring and evaluation;

 Dramatically expand the Organization’s cultural competency from local expertise 
to language skills; and

 Act as key internal advisers and decision-makers, signing off on all youth grants 
and program designs.

In order for the Organization to achieve the long-term goal of supporting a global 
movement of 2.5 million engaged, compassionate, and creative youth over the next 
three years, a group of young people and donors came together to launch a $10 million 
Global Youth Investment Fund to provide the financial spark to support efforts for 
social change. Focusing primarily on individual donors, with support from institutional 
donors providing critical regionally-focused funds, it represents the single largest direct
investment in youth social action ever. 

(b) Basis of Presentation

The statement of activities reports all changes in net assets, including changes in net 
assets without donor restrictions from operating activities. Operating revenues consist of 
those monies received and other contributions attributable to the Organization’s ongoing 
efforts.  Forgiveness of debt on the paycheck protection program (PPP) loan  is reported 
as non-operating revenue on the accompanying statement of activities.



PEACE FIRST, INC.

Notes to Financial Statements

June 30, 2021
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(1) Summary of Significant Accounting Policies - continued

(c) Standards of Accounting and Reporting

The Organization’s net assets (excess of its assets over liabilities) and its revenues, 
expenses, gains and losses are classified based on the existence or absence of donor-
imposed restrictions.

The statement of financial position presents two classes of net assets (net assets 
without donor restrictions and net assets with donor restrictions) and the statement of 
activities displays the change in each class of net assets.  The classes of net assets 
applicable to the Organization are presented as follows:

Net Assets Without Donor Restrictions - Net assets that are not subject to donor-
imposed restrictions.  Net assets without donor restrictions consist of assets and 
contributions available for the support of operations.  These net assets may be 
designated for specific purposes by management or the Board of Directors.  Gains 
and losses on investments are reported as increases or decreases in net assets 
without donor restrictions unless their use is restricted by explicit donor stipulations 
or law.

Net Assets With Donor Restrictions - Net assets that are subject to donor-imposed 
stipulations that may or will be met, either by actions of the Organization and/or 
passage of time.  Other donor imposed restrictions are perpetual in nature, where 
the donor stipulates that resources be maintained in perpetuity.  When a restriction 
expires, 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.  

(d) Cash and Cash Equivalents

The Organization considers all highly liquid investments purchased with an original 
maturity of three months or less, which are neither held for nor restricted by donors for 
long-term purposes, to be cash equivalents.

The Organization maintains its cash balances at several financial institutions located in 
Massachusetts. The cash balances are insured by the Federal Deposit Insurance 
Corporation.  At times these balances may exceed the federal insurance limits; however, 
the Organization has not experienced any losses with respect to its bank balances in 
excess of government provided insurance.  Management believes that no significant 
concentration of credit risk exists with respect to these cash balances as of June 30, 
2021.
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Notes to Financial Statements

June 30, 2021
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(1) Summary of Significant Accounting Policies - continued

(e) Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from 
outstanding balances.  Management provides for probable uncollectible amounts through a 
provision for bad debt expense and an adjustment to a valuation allowance based on its 
assessment of the current status of individual accounts.  Balances that are outstanding 
after management has used reasonable collection efforts are written off through a charge to 
the valuation allowance and a credit to accounts receivable.  As of June 30, 2021, 
management has determined any allowance would be immaterial.

The Organization does not have a policy to accrue interest on receivables.  The 
Organization has no policies requiring collateral or other security to secure the accounts 
receivable.  

(f) Revenue Recognition

The Organization recognizes revenue as follows:

The Organization generally measures revenue based on the amounts of consideration it 
expects to be entitled for the transfers of goods and services to a customer, then 
recognizes its revenue as performance obligations are satisfied under a contract, except
in transactions where U.S. GAAP provides other applicable guidance.  The Organization 
evaluates its revenue contracts with customers based on the five-step model under 
Topic 606:  (1) Identify the contract with the customer; (2) Identify the performance 
obligations in the contract; (3) Determine the transaction price; (4) Allocate the 
transaction price to separate performance obligations; and (5) Recognize revenue when 
(or as) each performance obligation is satisfied.  

Contributions - In accordance with ASC Sub Topic 958-605, Revenue Recognition, 
the Organization must determine whether a contribution (or a promise) is conditional 
or unconditional for transactions deemed to be a contribution.  A contribution is 
considered to be a conditional contribution if an agreement includes a barrier that 
must be overcome and either a right of return of assets or a right of release of a 
promise to transfer assets exists.  Indicators of a barrier include measurable 
performance-related barrier or other measurable barrier, a stipulation that limits 
discretion by the recipient on the conduct of an activity and stipulations that are 
related to the purpose of the agreement.  Topic 958 prescribes that the Organization 
should not consider probability of compliance with the barrier when determining if 
such awards are conditional and should be reported as conditional grant advance 
liabilities until such conditions are met. Contributions without donor restrictions are 
recognized as revenue when received or unconditionally pledged.  Contributions with 
donor restrictions are recorded as revenues and net assets with donor restrictions 
when received or unconditionally pledged.  
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Notes to Financial Statements

June 30, 2021
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(1) Summary of Significant Accounting Policies - continued

(f) Revenue Recognition - continued

Transfers are made to net assets without donor restrictions as services are 
performed and costs are incurred pro-rata over the period covered by the grant or 
contribution as time restrictions lapse.  Contributions with donor conditions and
restrictions received and satisfied in the same period are included in grants and 
contributions without donor restrictions.

Grants - The Organization receives funding from various grantors for direct and 
indirect program costs associated with specific programs and projects.  Various 
grants are subject to certain barriers as outlined in the agreement.  Revenue is 
recognized as the barrier is met.  For unconditional grants, revenue is recognized as 
contribution revenue that increases net assets with donor restrictions at the time the 
grant is received or pledged and the funds are released from restriction when the 
restriction has been met.  

In-kind Contributions - Donated services are recognized as contributions if the 
services (a) create or enhance nonfinancial assets or (b) require specialized skills, 
are performed by individuals with those skills, and would otherwise be purchased by
the Organization.  Volunteers also provided fund-raising services throughout the year 
that are not recognized as contributions in the financial statements since the 
recognition criteria were not met.  Donations of property and equipment are recorded 
as contributions at fair value at the date of donation.  Such donations are reported as 
increases in net assets without donor restrictions unless the donor has restricted the 
donated asset to a specific purpose.  Assets donated with explicit restrictions 
regarding their use and contributions of cash that must be used to acquire property 
and equipment are reported as restricted contributions.  Absent donor stipulations 
regarding how long those donated assets must be maintained, the Organization 
reports expirations of donor restrictions when the donated or acquired assets are 
placed in service as instructed by the donor.  The Organization reclassifies net 
assets with donor restrictions to net assets without donor restrictions at that time.

Rental - Rental income is derived from commercial tenant rent from a sublease 
relationship.  Rental revenue is recognized as rentals come due and are accounted 
for under Leases (Topic 840).  All leases between the Organization and its tenants 
are operating leases.

A majority of the Organization’s revenues are derived from its activities in 
Massachusetts.  During the year ended June 30, 2021, the Organization derived 
approximately 70% of its total revenue from contributions and grants, 14% from in-kind 
donations and pro-bono services, 11% from debt forgiveness, and 5% from rental and 
other income.  All revenue is recorded at the estimated net realizable amounts.
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Notes to Financial Statements

June 30, 2021
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(1) Summary of Significant Accounting Policies - continued

(g) Income Taxes

The Organization qualifies as a corporation formed for charitable purposes under 
Section 501(c)(3) of the Internal Revenue Code (IRC) and is generally not subject to 
income tax.  However, income from certain activities not directly related to the 
Organization’s tax-exempt purpose is subject as unrelated business income.  In addition, 
the Organization is not a private foundation under Section 509(a)(1) of the IRC.

(h) Promises to Give

Conditional promises to give are not recognized in the financial statements until the 
conditions are substantially met.  Unconditional promises to give that are expected to be 
collected within one year are recorded at net realizable value.  Unconditional promises to 
give that are expected to be collected in more than one year are recorded at fair value, 
which is measured as the present value of their future cash flows.  The discounts on 
those amounts are computed using risk-adjusted interest rates applicable to the years in 
which the promises are received.  Amortization of the discounts is included in 
contribution revenue.  In the absence of donor stipulations to the contrary, promises with 
payments due in future periods are restricted to use after the due date.

Unconditional promises to give are periodically reviewed to estimate an allowance for 
doubtful accounts.  Management estimates the allowance by review of historical 
experience and a specific review of collections trends that differ from scheduled 
collections on individual promises.  As of June 30, 2021, the allowance for doubtful 
accounts is $58,451.

(i) Fixed Assets

Fixed assets are recorded at cost or if donated, fair value on the date of receipt.  
Website software development costs are capitalized once the application stage has 
commenced and cease when the website is available for general use.  Website software 
development costs as of June 30, 2021 total $258,358 and are included in fixed assets.  
Depreciation is provided for in amounts sufficient to relate the cost of depreciable assets 
to operations over their estimated service lives.  Capital expenditures in excess of 
$1,000, including planned major maintenance activities are capitalized, while 
expenditures for routine maintenance and repairs are charged to expense as incurred.  
Upon disposal of depreciable property, the appropriate property accounts are reduced 
by the related costs and accumulated depreciation.  The resulting gains and losses are 
reflected in the statement of activities. The Organization computes depreciation using 
the straight-line method over the following estimated lives:

Equipment and software 3 years

Depreciation expense charged to operations amounted to $52,829 for the year ended
June 30, 2021.
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(1) Summary of Significant Accounting Policies - continued

(j) Contributed Services and Gifts in Kind

Donated materials are reported as contributions in the financial statements at their 
estimated fair values at the time of receipt.  Donated services are similarly reported 
when services are performed which would otherwise have been purchased or performed 
by Organization personnel.

Volunteers

Many individuals volunteer their time and perform a variety of tasks that assist the 
Organization with program and fund-raising services.  The Organization would not have 
paid for these volunteered services if they had not been donated and therefore, they 
have not been reflected in the financial statements.  For the year ended June 30, 2021, 
the volunteer hours received, but not reflected in the financial statements amounted to 
2,451 hours (unaudited).

(k) Fair Value Measurements

U.S. GAAP defines fair value as the exchange price that would be received for an asset 
or paid to transfer a liability in the principal or most advantageous market for the asset or 
liability in an orderly transaction between market participants at the measurement date.  
Additionally, the inputs used to measure fair value are prioritized based on a three-level 
hierarchy.  This hierarchy requires entities to maximize the use of observable inputs and 
minimize the use of unobservable inputs.  The three levels used to measure fair value 
are as follows:

Level 1: Quoted prices for identical instruments traded in active markets.

Level 2: Observable inputs other than quoted prices included in Level 1.  Assets 
and liabilities included in this level are valued using quoted prices for similar assets 
and liabilities in active markets or other inputs that are observable or can be 
corroborated by observable market data.

Level 3: Significant inputs to the valuation model are unobservable.

Recurring Measurements

In accordance with U.S. GAAP, certain assets and liabilities are required to be recorded 
at fair value on a recurring basis.  The Organization currently has no assets or liabilities 
that are adjusted to fair value on a recurring basis.  The Organization’s policy is to 
recognize transfers in and out of levels as of the date an event or change in 
circumstances causes the transfer.  There were no transfers between levels during the 
year ended June 30, 2021.



PEACE FIRST, INC.

Notes to Financial Statements

June 30, 2021

13

(1) Summary of Significant Accounting Policies - continued 

(k) Fair Value Measurements - continued

Nonrecurring Measurements

In addition to assets and liabilities that are recorded at fair value on a recurring basis, the 
Organization records assets and liabilities at fair value on a nonrecurring basis as 
required by U.S. GAAP.   The Organization’s assets that are adjusted to fair value on a 
nonrecurring basis are described below.  The Organization currently has no liabilities 
that are adjusted to fair value on a nonrecurring basis.

Promises to Give:  The promises to give received in the current year that are due in 
more than one year are reflected at the present value of estimated future cash flows 
using a discount rate of 3.99% and were classified as Level 2.  Gross new multi-year
promises received during the year ended June 30, 2021 totaled $597,995.  These 
new promises were discounted by $32,568 for a net value of $565,427.

(l) Fundraising

Fundraising relates to the activities of raising general and specific contributions to the 
Organization.  Fundraising expenses as a percentage of total contribution was 18% for 
the year ended June 30, 2021.  The ratio of expenses to amounts raised is computed 
using actual expenses and related revenue on an accrual basis.

(m) Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on 
a functional basis in the statement of activities and in the statement of functional 
expenses.  Directly identifiable expenses are charged to programs and supporting 
services.  Expenses related to more than one function are allocated to programs and 
supporting services.  Administration expenses include those expenses that are not 
directly identifiable with any other specific function but provide for the overall support and 
direction of the Organization.

Payroll and associated costs are allocated to functions based upon actual time charges.  
Occupancy and insurance costs are allocated based upon the allocation of salary.

(n) Use of Estimates

In preparing the Organization’s financial statements in conformity with U.S. GAAP, 
management is required to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and the 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.  Actual results could differ from those estimates.
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(1) Summary of Significant Accounting Policies - continued

(o) Summarized Financial Information for 2020

The financial statements include certain prior year summarized comparative information 
in total but not by net asset class.  Also, the financial statements do not include a full 
presentation of the statement of functional expenses, as certain prior year summarized 
comparative information is presented in total but not by functional classification.  In addition, 
the financial statements do not include full financial statement disclosures for the prior year.  
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 the 
Organization’s financial statements for the year ended June 30, 2020, from which the 
summarized information was derived.

(p) Paycheck Protection Program Loan

As described at Note 4, the Organization received a Paycheck Protection Program 
(PPP) loan and a Paycheck Protection Program 2 (PPP2) loan during the fiscal years
ended June 30, 2020 and 2021, respectively.  The Organization has elected to follow the 
guidance regarding Debt found in FASB ASC 470 - Not-for Profit Entities - Debt to 
account for its PPP Loans.  During the year ended June 30, 2021, the PPP loan was 
forgiven. Additionally, the Organization received notice of forgiveness on PPP2 loan 
subsequent to year end.

(q) Recent Accounting Standard Adopted

On July 1, 2020, the Organization adopted ASU 2014-09, Revenue from Contracts with 
Customers and all subsequent amendments to the ASU (collectively, ASC 606).  ASC 
606 supersedes the revenue recognition requirements in Topic 605, Revenue 
Recognition, and requires the reporting entity to recognize revenues when control of 
promised goods or services is transferred to customers and at an amount that reflects 
the consideration to which the Organization expects to be entitled in exchange for those 
goods or services.  On July 1 2020, the Organization adopted ASC 606 using the 
modified retrospective method applied to those contracts which were not competed as of 
July 1, 2020 (the practical expedient elected).  Results for reporting periods beginning 
after July 1, 2020, are presented under ASC 606, while prior period amounts are not 
adjusted and continue to be reported in accordance with the Organization’s historic 
accounting under ASC 605.

There were no material changes in the timing of recognition of revenue and, therefore, 
there were no adjustments to the opening balance of net assets without donor 
restrictions.  The Organization does not expect the adoption of the new revenue 
standard to have a significant impact on its changes in net assets on an ongoing basis. 
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(1) Summary of Significant Accounting Policies - continued

(r) Recent Accounting Standards

In June 2020, FASB issued ASU 2020-05, Revenue from Contracts with Customers
(Topic 606) and Leases (Topic 842).  ASU 2020-05 deferred the implementation date of 
ASU 2016-02 and ASU 2014-09 by one year.  The Organization has adopted ASU 2014-
09. ASU 2016-02 is described below. 

In February 2016, FASB issued ASU 2016-02, Leases (Topic 842) which sets out the 
principles for the recognition, measurement, presentation and disclosure of leases for 
both parties to a contract (i.e., lessees and lessors). The new standard requires lessees 
to apply a dual approach, classifying leases as either finance or operating leases based 
on the principle of whether or not the lease is effectively a financed purchase by the 
lessee. This classification will determine whether lease expense is recognized based on 
an effective interest method or on a straight line basis over the term of the lease, 
respectively. A lessee is also required to record a right-of-use asset and a lease liability 
for all leases with a term of greater than 12 months regardless of their classification. 
Leases with a term of 12 months or less will be accounted for similar to existing 
guidance for operating leases today. 

The new standard requires lessors to account for leases using an approach that is 
substantially equivalent to existing guidance for sales-type leases, direct financing 
leases and operating leases.  The ASU was set to be effective on January 1, 2021, with 
early adoption permitted. The effective date was extended to fiscal years beginning after 
December 15, 2021.  The Organization is currently evaluating the impact the adoption of 
this new standard will have on its financial statements. 

In July 2018, FASB issued ASU 2018-10, Codification Improvements to Topic 842, 
Leases and ASU 2018-11, Leases (Topic 842), Targeted Improvements.  In December 
2018, FASB issued ASU 2018-20, Leases (Topic 842), Narrow-Scope Improvements for 
Lessors.  Adoption of these ASUs will run concurrent with the Organization’s adoption of 
ASU 2016-02.

In September 2020, FASB issued ASU 2020-07, Not-for-Profit Entities (Topic 958), 
Presentation and Disclosures by Not-for Profit Entities for Contributed Nonfinancial 
Assets.  The amendments in this update address presentation and disclosure of 
contributed nonfinancial assets.  The ASU is effective for annual periods beginning after 
June 15, 2021.  The Organization is currently evaluating the impact the adoption of this 
new standard will have on its financial statements.
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(2) Promises to Give

The Organization has received unconditional promises to give related to a fundraising 
campaign initiated during prior years and is primarily due from foundations, corporations and 
individuals.  Unconditional promises to give that are expected to be collected within one year 
are recorded are net realizable value.  Unconditional promises to give that are expected to 
be received more than a year after June 30, 2021 are recorded at the present value of their 
future cash flows using discount rates of 3.99%.  Promises to give consist of the following as 
of June 30, 2021:

Gross 
Promise Allowance 

Net 
Promise 

Unamortized 
Discount Total 

Receivables 
less than 1 
year $ 938,426 $ 55,551 $ 882,875 $ - $ 882,875
Receivables 
1 to 5 years 120,000 2,900 117,100 8,753 108,347

$ 1,058,426 $ 58,451 $ 999,975 $ 8,753 $ 991,222

As of June 30, 2021, the Organization has received approximately $300,000 of conditional 
commitments to make grants and contributions that have not been recognized in these 
financial statements.  Revenues on these grants and contributions will be recognized by the 
Organization in future periods as the conditions are met.  The Organization expects that 
$175,000 of these will be recognized in fiscal year 2022 and $125,000 will be recognized in 
fiscal year 2023.
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(3) Line of Credit

The Organization had available a demand line of credit with Eastern Bank (a Massachusetts 
bank) of $1,250,000 to be drawn upon as needed, with a variable interest rate at Eastern 
Bank’s base rate (3.99% as of June 30, 2021) with a minimum base at 3.99%. The line is 
subject to a borrowing base calculation as defined in the agreement and is secured by the 
Organization’s general business assets.  The outstanding line of credit balance and accrued 
interest amounted to $1,088,808 and $2,252, respectively, as of June 30, 2021.

Interest expense incurred on the above line of credit amounted to $47,710 for the year 
ended June 30, 2021. 

(4) PPP Loan

During the years ended June 30, 2020 and 2021, the Organization received PPP and PPP2
loans from Eastern Bank in the original amount of $238,747 and $155,790, respectively,
with maturity dates of April 15, 2022 and February 26, 2026, respectively.  The loans bear 
interest at a rate of 1%, which is deferred for the first 6 months.  The Small Business 
Administration (SBA) has disclosed criteria for forgiveness which include but not limited to 
maintaining the full-time equivalent number of employees over certain time period and 
expending the funds on eligible expenses over the covered period.  During the year ended 
June 30, 2021, the original PPP loan in the amount of $238,747 was forgiven. Additionally, 
the Organization received notice or forgiveness on the PPP2 loan subsequent to year end. 
As of June 30, 2021, the outstanding balance was $155,790 and was presented as a current 
liability on the accompanying statement of financial position in accordance with prevalent 
industry practice. 

(5) Contributed Services, Space and Supplies In-Kind

Contributed services, space and supplies in-kind for the year ended June 30, 2021 were as 
follows:

Program and development professional services        $    257,417
Program supplies 920
Regional office and classroom space                    49,439

     Total $  307,776
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(6) Operating Lease Commitments

The Organization leased office space in Boston, Massachusetts under a non-cancelable 
operating lease agreement which expired June 30, 2020.  The Organization continued to 
occupy the space at will until it entered into a new lease agreement effective November 1, 
2020.  Terms of the lease call for month-to-month basis lease payments, payable in 
advance, in the amount of $9,630 per month. Rent expense incurred amounted to $118,161
for the year ended June 30, 2021.  

Sublease income
The Organization subleased a portion of the office space to a third-party under a non-
cancelable operating lease agreement which expired June 30, 2020. The Organization 
continued to sublease the space at-will until it entered into the new lease agreement, 
effective November 1, 2020. The new lease agreement has a sublease provision. The 
sublease is at-will and payable month to month in the amount of $9,630 with a provision to 
reduce the subtenant rent by $500 for shared space, which the Organization is responsible 
for. Sublease income amounted to $109,161 for the year ended June 30, 2021.  

(7) Net Assets With Donor Restrictions

Net assets with donor restrictions consist of resources available to meet future obligations, 
but only in compliance with the restrictions specified by donors.  As of June 30, 2021, net 
assets are restricted for the following purposes or periods:

Time restricted - general use $    851,222
Time restricted - peace first prize 140,000
Program restricted     58,537

Total restricted net assets $ 1,049,759

Net assets released from restrictions during the year ended June 30, 2021 were $1,037,753, 
of which $87,276 was from program restrictions and $950,477 was from time restrictions.

(8) Employee Benefits

(a) Defined Contribution Plan

The Organization has a defined contribution pension plan that qualifies as a tax-
sheltered account under Section 403(b)(7) of the IRC for the benefit of eligible 
employees.  The revised plan allows eligible employees to contribute a percentage (up 
to the maximum amounts allowed by the Internal Revenue Service each year) of their 
gross pay to the plan.  Employer contributions incurred during the year ended June 30, 
2021 amounted to $6,368.
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(8) Employee Benefits - continued

(b) Section 125 Plan

The Organization has a plan that qualifies as a “Cafeteria Plan” under Section 125 of the 
IRC.  The Plan allows the Organization’s employees to pay for medical and dental 
insurance and daycare on a pre-tax basis.  All employees whose customary employment 
is at least 32 hours per week are eligible to participate in the Plan.

(9) Related Party Transactions

The Organization has a board member whose spouse had an outstanding promise to give 
from a prior year in the amount of $5,000. The balance was paid during the year ended June 
30, 2021. 

The Organization has promises to give due from three board members as of June 30, 2020, 
in the aggregate amount of $245,000.  A total of $27,500 was paid during the year ended 
June 30, 2021, and the remaining balance of $217,500 is included in promises to give on 
the statement of financial position.

(10) Economic Uncertainty

In early 2020, an outbreak of a novel strain of coronavirus (COVID-19) emerged globally. As 
a result, events have occurred including mandates from federal, state and local authorities 
leading to an overall decline in economic activity.  At this stage, the impact to the 
Organization resulted in a loss of revenues and other adverse effects to the Organization’s 
financial position, results of operations, and cash flows. As described in Notes 1(p) and 4, 
the Organization received PPP and PPP2 loans.  Further, the Organization’s liquidity as of 
June 30, 2021 is documented at Note 11.  The Organization is not able to estimate the 
length or severity of this outbreak and the related financial impact. Management plans to 
adjust its operations accordingly and will continue to assess and monitor the situation as it
evolves.  If the length of the outbreak and related effects on the Organization’s operations 
continue for an extended period of time the Organization may have to seek alternative 
measures to finance its operations.  The Organization does not believe that the impact of 
COVID-19 would have a material adverse effect on its financial condition or liquidity.

During the year ended June 30, 2019, the Organization utilized its available line of credit to 
fund operating expenditures on a temporary basis, resulting in an outstanding balance of 
$1,088,808 as of June 30, 2021. Repayments are contingent upon donor payments on 
outstanding promises to give. As of the date of the auditors’ report, the Organization is in 
compliance with the terms of the loan and is working with the bank regarding a repayment 
plan.  The Organization began making monthly payments of $10,000 on the line of credit in 
July, 2020. Management has evaluated the events and conditions and has determined that 
they are significant.
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(10) Economic Uncertainty - continued

Those factors create uncertainty about the Organization's ability to continue as a going 
concern.  Management has evaluated these conditions and its plans are as follows:

As of June 30, 2021, the Organization has net promises to give outstanding of 
approximately $991,222, with $882,875 due in fiscal year 2022 and $108,347 due in fiscal 
years 2023 through 2026. Management has taken steps to significantly reduce its operating 
expense. This includes reducing payroll costs by reducing staff and engaging with a 
Professional Employer Organization to reduce benefits costs, reducing occupancy expense 
by sharing costs with other organizations and reducing other variable administrative costs. 
Management has reviewed cash flow projections, with the above changes, expected 
contribution payments and other operational activity to ensure sufficient liquidity to manage 
obligations, as they become due. Additionally, management is currently working with 
Eastern Bank on a repayment plan for the current line of credit debt.

(11) Liquidity and Availability of Resources

The following reflects the Organization’s financial assets as of June 30, 2021, reduced by 
amounts not available for general use because of contractual or donor-imposed restrictions 
within one year from the statement of financial position date.  

Financial assets at year end
Cash - operating $ 141,949
Promise to give, current portion 882,875
Total 1,024,824

Less amounts unavailable for general 
expenditures within one year, due to:

Restricted by donors for specific purposes 198,537

Financial assets available to meet cash needs 
for general expenditures within one year $ 826,287

The Organization is partially supported by restricted contributions.  Because a donors 
restriction requires resources to be used in a particular manner or in a future period, the 
Organization must maintain sufficient resources to meet those responsibilities to its donors.  
Thus, financial assets may not be available for general expenditure within one year.  As part 
of the Organization’s liquidity management, it has a policy to structure its financial assets to 
be available as its general expenditures, liabilities, and other obligations come due.  
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(12) Subsequent Events 

The Organization has performed an evaluation of subsequent events through March 21, 
2022, which is the date the Organization’s financial statements were available to be issued.  
No material subsequent events have occurred since June 30, 2021 that required recognition 
or disclosure in these financial statements.






