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INDEPENDENT AUDITOR'S REPORT
To the Board of Directors
New Schools Fund
dba NewSchools Venture Fund
Oakland, California
We have audited the accompanying financial statements of New Schools Fund dba NewSchools Venture
Fund (a California nonprofit public benefit corporation)(the "NewSchools"), which comprise the
statement of financial position as of December 31, 2017, 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.
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 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 New Schools Fund dba NewSchools Venture Fund as of December 31, 2017, 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.
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Change in Accounting Principle
NewSchools Fund dba NewSchools Venture Fund has early adopted Financial Accounting Standards
Board (FASB) Accounting Standards Update (ASU) 2016-14 Presentation of Financial Statements of
Not-for-Profit Entities as discussed in Note 2. Our opinion is not modified with respect to that matter.

ArmaninoLLP
San Francisco, California
April 3, 2018
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New Schools Fund
dba NewSchools Venture Fund
Statement of Financial Position
December 31, 2017
ASSETS
Current assets
Cash and cash equivalents
Investments
Other accounts receivable
Prepaid expenses
Total current assets

$

Other assets
Property and equipment, net
Mission related investments
Investment in NewSchools Seed, LP
Other assets
Total other assets
Total assets

892,189
24,301,758
419,078
55,614
25,668,639
354,208
1,716,690
10,685,577
62,750
12,819,225

$

38,487,864

$

445,573
225,000
182,993
853,566

LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable and accrued expenses
Grants payable
Accrued salaries and wages
Total current liabilities

31,506
885,072

Deferred rent
Total liabilities
Net assets
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets

34,179,349
3,423,443
37,602,792
$

The accompanying notes are an integral part of these financial statements.
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38,487,864

New Schools Fund
dba NewSchools Venture Fund
Statement of Activities
For the Year Ended December 31, 2017
Without Donor
Restrictions
Revenues, gains and other support
Contributions
Contributions for fiscal sponsorships
Interest income and gains
Other income
Gifts in-kind
Net assets released from restrictions
Total revenues, gains and other support

$

Functional expenses
Program services
Venture funding and support
Convening
Fiscal sponsorships
Total program services
Support services
General and administrative
Fundraising
Total support services
Total functional expenses

Nonoperating activities in net assets without donor
restrictions
Gain (loss) on mission related investments
Gain (loss) on equity investment in NewSchools Seed LP
Other nonoperating activities
Total nonoperating activities in net assets without
donor restrictions
Change in net assets
Net assets, beginning of year
Net assets, end of year

$

Total

7,124,840 $ 26,738,219 $
2,028,386
215,003
479,851
49,677
35,971,399
(35,971,399)
43,840,770
(7,204,794)

33,863,059
2,028,386
215,003
479,851
49,677
36,635,976

28,124,408
1,407,215
2,025,180
31,556,803

-

28,124,408
1,407,215
2,025,180
31,556,803

2,837,899
1,018,328
3,856,227
35,413,030

-

2,837,899
1,018,328
3,856,227
35,413,030

8,427,740

Change in net assets from operations

With Donor
Restrictions

(7,204,794)

1,222,946

(155,209)
(398,986)
(333,667)

-

(155,209)
(398,986)
(333,667)

(887,862)

-

(887,862)

7,539,878

(7,204,794)

26,639,471

10,628,237

34,179,349 $

3,423,443 $

The accompanying notes are an integral part of these financial statements.
4

335,084
37,267,708
37,602,792

New Schools Fund
dba NewSchools Venture Fund
Statement of Functional Expenses
For the Year Ended December 31, 2017
Program Services
Venture
Funding and
Support
Grants and contracts
Personnel
Professional services
Events and travel
General expenses

Convening

Support Services

Fiscal
Total Program General and
Sponsorships
Services
Administrative

Fundraising

Total Support
Services

Total

$ 22,739,184 $
3,677,754
608,071
936,307
163,092

- $
86,001
1,284,207
37,007

2,025,129 $ 24,764,313 $
3,763,755
608,071
2,220,514
51
200,150

- $
1,505,400
189,120
75,881
1,067,498

- $
682,322
156,976
155,694
23,336

- $ 24,764,313
2,187,722
5,951,477
346,096
954,167
231,575
2,452,089
1,090,834
1,290,984

$ 28,124,408 $

1,407,215 $

2,025,180 $ 31,556,803 $

2,837,899 $

1,018,328 $

3,856,227 $ 35,413,030

The accompanying notes are an integral part of these financial statements.
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New Schools Fund
dba NewSchools Venture Fund
Statement of Cash Flows
For the Year Ended December 31, 2017
Cash flows from operating activities
Change in net assets
Adjustments to reconcile changes in net assets to net cash
used in operating activities
Depreciation and amortization
Net realized and unrealized (gain)/loss on investments
Net (gain)/loss on mission related investments
Net (gain)/loss on equity investment in NewSchools Seed L.P.
Changes in operating assets and liabilities
Contributions receivable
Other accounts receivable
Prepaid expenses
Other assets
Accounts payable and accrued expenses
Grants payable
Accrued salaries and wages
Deferred rent
Net cash used in operating activities

$

136,037
70,555
155,209
398,986
333,667
(393,168)
(1,182)
10,000
325,759
(1,763,699)
(61,664)
13,027
(441,389)

Cash flows from investing activities
Purchases of property and equipment
Purchases of investments
Proceeds from sale/maturity of investments
Contributions to NewSchools Seed, L.P.
Distributions from NewSchools Seed, L.P.
Net cash used in investing activities

(18,670)
(48,420,822)
43,804,632
(363,034)
899,545
(4,098,349)

Net decrease in cash and cash equivalents

(4,539,738)
5,431,927

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

335,084

$

The accompanying notes are an integral part of these financial statements.
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892,189

New Schools Fund
dba NewSchools Venture Fund
Notes to Financial Statements
December 31, 2017
1.

NATURE OF OPERATIONS
New Schools Fund dba NewSchools Venture Fund ("NewSchools") was founded in 1998 under
the laws of the State of California. NewSchools' mission is to transform public education
through powerful ideas and passionate entrepreneurs so that all children - especially those in
underserved communities – have the opportunity to succeed. NewSchools provides grants to
teams of educators and organizations that are improving public education. NewSchools also
provides management assistance to those ventures and builds the field of visionary leaders in
education by organizing events and knowledge-sharing opportunities. NewSchools is supported
through donor contributions.

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of accounting
The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with U.S. generally accepted accounting principles.
Basis of presentation
The financial statements are reported according to the existence or absence of donor-imposed
restrictions. Accordingly, balances and transactions are reported in the following classes of net
assets:
 Net assets without donor restrictions - Net assets not subject to donor-imposed stipulations.
 Net assets with donor restrictions - Net assets subject to donor-imposed stipulations that will
be met by actions of NewSchools, and/or the passage of time, or are maintained in perpetuity
by NewSchools. When the donor-imposed stipulation ends or NewSchools satisfies an action,
NewSchools reclassifies net assets with donor restrictions to net assets without donor
restrictions.
Revenues are reported as increases in net assets without donor restrictions unless use of related
assets is limited by donor-imposed restrictions. Expenses are reported as decreases in net assets
without donor restriction. Gains and losses on investments and other assets or liabilities are
reported as increases or decreases in net assets without donor restrictions unless their use is
restricted by explicit donor stipulation or by law. NewSchools reports as reclassifications
between the applicable classes of net assets expirations of net assets with donor restrictions (i.e.,
the donor-stipulated purpose has been fulfilled and/or the stipulated time period has elapsed).

7

New Schools Fund
dba NewSchools Venture Fund
Notes to Financial Statements
December 31, 2017
2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Contributions
NewSchools recognizes contributions, including unconditional promises to give, as revenues in
the year they are unconditionally promised. NewSchools recognizes conditional promises only
when they become unconditional, that is, when NewSchools satisfies the conditions on which
they depend. NewSchools records contributions of assets other than cash at their estimated fair
value. NewSchools discounts non-current contributions receivable at an appropriate discount
rate commensurate with the risks involved. The discounts on contributions receivable are
computed using the prime rate as listed in the Wall Street Journal on the date of the gift.
NewSchools records the amortization of the discount as additional contribution revenue over the
payment period.
NewSchools considers all contributions to be available for the general programs of NewSchools
unless the donor stipulates specific restrictions.
Contributed services
NewSchools records revenue for voluntary donations of services when those services create or
enhance nonfinancial assets or require specialized skills provided by individuals possessing those
skills and which would be typically purchased if not provided by donation. For the year ending
December 31, 2017 there was $49,677 in contributed services meeting the requirement for
recognition in the financial statements.
Grants
Unconditional grants made by the Organization are accrued as expenses and are recognized in
the year in which final grant agreements are signed. Conditional grants are not recorded until the
conditions are substantially met.
Cash and cash equivalents
Cash and cash equivalents include cash in bank accounts and money market funds included in a
brokerage account.
Investments
Investments in common stock and certificates of deposit are reported at fair value, with realized
and unrealized gains and losses, interest and dividends recorded in the Statement of Activities.
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New Schools Fund
dba NewSchools Venture Fund
Notes to Financial Statements
December 31, 2017
2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Mission related investments
Mission related investments consist of non-marketable equity securities and are reported at
historical cost, unless it can reasonably be expected that NewSchools will suffer a loss on the
disposition of an investment, in which case a provision for the loss is made in the year in which
the decline in value occurs.
Fair value measurements
NewSchools carries certain assets at fair value.
The fair value is defined as the price that one would receive by selling an asset or paying to
transfer a liability in an orderly transaction among market participants at the measurement date.
NewSchools classifies its financial assets and liabilities using a fair value hierarchy that
prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(Level 1 measurements) and the lowest priority to measurements involving significant
unobservable inputs (Level 3 measurements).
 Level 1 - Quoted market prices (unadjusted) in active markets for identical assets or liabilities
that the entity has the ability to access at the measurement date.
 Level 2 - Observable inputs other than quoted prices included within Level 1 for the asset or
liability, either directly or indirectly.
 Level 3 - Unobservable inputs for the asset or liability that are not corroborated by market
data.
Financial instruments
Financial instruments, which are included in NewSchools' statement of financial position as of
December 31, 2017 but not required to be measured at fair value on a recurring basis, consist of
cash and cash equivalents, contributions receivable, other receivables and assets and accounts
payable. The carrying amounts of these assets and liabilities approximate fair value.
Property and equipment
Property and equipment are stated at cost, or fair value if donated, less accumulated depreciation.
Depreciation is provided using the straight-line method over the estimated useful lives of the
assets in the range of three to seven years. Leasehold improvements are depreciated over the
shorter of their estimated useful life or seven years. Purchases of property and equipment over
$5,000 are capitalized. Renewals and betterments that extend the economic useful lives of the
related assets are capitalized. NewSchools expenses, as incurred, other expenditures for repairs
and maintenance.
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New Schools Fund
dba NewSchools Venture Fund
Notes to Financial Statements
December 31, 2017
2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Use of estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period. Actual results could differ from those estimates.
Income tax status
NewSchools has been granted tax-exempt status by the Internal Revenue Service under Internal
Revenue Code (IRC) Section 501(c)(3) and California Revenue and Tax codes and accordingly,
is exempt from income taxes on related business income. Contributions to NewSchools are
deductible for income tax purposes under IRC Section 170(b)(1)(A).
NewSchools' current accounting policy is to evaluate uncertain tax positions. Accordingly, a loss
contingency is recognized when it is probable that a liability has been incurred as of the date of
the financial statements and the amount of the loss can be reasonably estimated. Management
evaluated NewSchools' tax positions and concluded that NewSchools had maintained its tax
exempt status and had taken no uncertain tax positions that require adjustment to the financial
statements. Therefore, no provision or liability for income taxes has been included in the
financial statements. NewSchools is no longer subject to income tax examinations by Federal
and State tax authorities for tax years before 2013.
Functional expenses
The financial statements report certain categories of expenses that are attributable to one or more
programs or supporting functions of NewSchools. The costs of providing various programs and
activities have been summarized on a natural and functional allocation basis by NewSchools
based on management's estimates.
Measure of operations
The statement of activities presents the changes in net assets of NewSchools from operating and
nonoperating activities. Operating revenues and expenses relate primarily to program services
and grant activities. The portion of investment return related to the external investment portfolio
held at fair value is included in operating revenue. Nonoperating activities primarily consist of
investment changes on the mission related investments and the equity investment in NewSchools
Seed, L.P.
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New Schools Fund
dba NewSchools Venture Fund
Notes to Financial Statements
December 31, 2017
2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
New accounting pronouncements
In 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards update
(ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit Entities. NewSchools
elected to early adopt the provisions of this new standard for the year ended December 31, 2017.
In addition to the changes in terminology used to describe categories of net assets throughout the
financial statements, new disclosures were added regarding liquidity and the availability of
resources, and the addition of a statement of expenses by both nature and classification, and
disclosures related to the functional allocation of expenses were expanded, see Note 13.
Subsequent events
NewSchools has evaluated subsequent events through April 3, 2018, the date these financial
statements were available to be issued. No subsequent events have occurred that would have a
material impact on the presentation to NewSchools financial statements.

3.

INVESTMENTS AND FAIR VALUE MEASUREMENTS
The following table sets forth by level, within the fair value hierarchy, NewSchools' assets at fair
value as of December 31, 2017:
Level 1
Investments
Certificates of deposit
U.S. Government Bonds
Corporate Bonds
Total investments

4.

Level 2

Level 3

Fair Value

$

- $ 11,746,613 $
7,493,585
5,061,560

- $ 11,746,613
7,493,585
5,061,560

$

- $ 24,301,758 $

- $ 24,301,758

PROPERTY AND EQUIPMENT
Property and equipment consists of the following:
Hardware
Software
Furniture and fixtures
Leasehold improvements

$

150,908
66,083
263,837
132,059
612,887
(258,679)

$

354,208

Accumulated depreciation

Depreciation expense for the year ended December 31, 2017 was $136,037.
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New Schools Fund
dba NewSchools Venture Fund
Notes to Financial Statements
December 31, 2017
5.

MISSION RELATED INVESTMENTS
Occasionally, NewSchools makes uncollateralized loans and equity investments in nonprofit and
for-profit organizations engaged in working to improve public education; and invests in for-profit
businesses with a strong potential to improve public education. Investments without readily
determinable fair values are reported at historical cost and evaluated for impairment, unless it can
reasonably be expected that NewSchools will suffer a loss on the disposition of an investment, in
which case a provision for the loss is made in the year in which the decline in value occurs.
NewSchools held two notes, from one entity, during the year ended December 31, 2017 with
interest rates on the loans of 2%. During the year ended December 31, 2017 one loan was
deemed to be fully impaired and NewSchools recognized an impairment loss of $155,209 on the
loan. The second loan was fully converted to equity shares with a balance in equity at year end
of $1,045,000.
In addition to these two notes, NewSchools has equity investments in two other entities. In total,
NewSchools has equity investments in three entities with a total carrying value of $1,716,690 for
the year ended December 31, 2017.

6.

EQUITY INVESTMENT IN NEWSCHOOLS SEED, LP
NewSchools is the sole Limited Partner in NewSchools Seed, L.P. (NewSchools Seed), with an
unrelated third party as General Partner. NewSchools Seed was established to acquire and hold
venture capital investments in the entities that were previously part of NewSchools mission
related investment portfolio, and to make a limited number of new investments. NewSchools'
investment in NewSchools Seed is accounted for as an equity method investment in the
Statement of Financial Position. NewSchools contributed capital to NewSchools Seed with
contributions of $363,034 for the year ended December 31, 2017. NewSchools recognized a loss
on the equity investment in NewSchools Seed of $398,986 for the year ended December 31,
2017.

7.

GRANTS PAYABLE
Grants payable at December 31, 2017 of $225,000 are scheduled to be paid in 2018.
At December 31, 2017, grant payments totaling $7,109,427 are contingent upon grantees meeting
specific conditions in the future and have not been recorded.
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New Schools Fund
dba NewSchools Venture Fund
Notes to Financial Statements
December 31, 2017
8.

NET ASSETS
Net assets consist of the following:
Net assets without donor restrictions:
Undesignated

$

Net assets with donor restrictions
Restricted for a specified purpose
Venture funding and support

3,423,443
$

Total net assets
9.

34,179,349

37,602,792

LEASE COMMITMENTS
NewSchools leases offices under non-cancelable operating lease agreements through 2021 with
payments ranging from approximately $10,000 to $33,000 a month. On January 11, 2017
NewSchools entered into a lease termination agreement for its Oakland office with an effective
date of March 31, 2017. There was no termination fee associated with the agreement.
The scheduled minimum lease payments under the lease terms are as follows:
Year ending December 31,
2018
2019
2020
2021

$

359,861
370,013
381,150
292,545

$

1,403,569

Rental expense for all operating leases totaled $410,653 for the year ended December 31, 2017.
10.

RELATED PARTY TRANSACTIONS
During the year ended December 31, 2017, NewSchools recognized total contribution revenue of
approximately $4,464,739 from five members of the Board of Directors of NewSchools.
NewSchools is a 50% owner of NewSchools Capital, LLC (NewSchools Capital) with an
unrelated third party. NewSchools Capital was established as a for-profit management company
for new venture funds that invest in the education technology market, as well as to serve as a
management company for NewSchools' Seed Fund Portfolio of mission related equity
investments. The initial capital contribution is included in other assets on the statement of
financial position.
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New Schools Fund
dba NewSchools Venture Fund
Notes to Financial Statements
December 31, 2017
11.

CONCENTRATIONS OF RISK
NewSchools has defined its financial instruments which are potentially subject to risk as cash
and cash equivalents and investments.
During the year ended December 31, 2017, NewSchools regularly held cash deposits in excess of
federally insured limits. NewSchools does not believe it is exposed to any custodial credit risk
on excess deposits.
NewSchools received $21,872,604 or 61% of its total contribution revenue from two foundations
and one individual donor during the year ended December 31, 2017.

12.

RETIREMENT PLAN
NewSchools participates in a 401(k) Plan which allows for NewSchools to make discretionary
contributions of up to 7% of each employee's eligible compensation. NewSchools' contribution
was $266,730 for the year ended December 31, 2017.

13.

LIQUIDITY AND FUNDS AVAILABLE
As part of NewSchools Venture Fund's liquidity management, it structures its financial assets to
be available as its general expenditures, liabilities, and other obligations come due. To meet
liquidity needs, NewSchools Corporate Cash Investment Policy provides guidelines for the
management of NewSchools' surplus cash.
NewSchools has short term investments, which consist of certificates of deposit, U.S.
government bonds, and corporate bonds. All investments are considered short term as there are
no preventative lockups or restrictions and can be readily liquidated to pay for operating needs.
Quarterly, the Finance Committee of the Board of Directors reviews NewSchools' balance sheet
and discusses what may be a reasonable cash position to maintain.

14

New Schools Fund
dba NewSchools Venture Fund
Notes to Financial Statements
December 31, 2017
13.

LIQUIDITY AND FUNDS AVAILABLE (continued)
The following is a quantitative disclosure which describes assets that are available within one
year of December 31, 2017 to fund general expenditures and other obligations when they become
due:
Financial assets
Cash and cash equivalents
Investments
Mission related investments
Investments in NewSchools Seed, L.P.
Other receivables

$

Less: amounts unavailable for general expenditure within one year:
Mission related investments
Investments in NewSchools Seed, L.P.
Financial assets available to meet cash needs for general expenditures within
one year

892,189
24,301,758
1,716,690
10,685,577
419,078
38,015,292
(1,716,690)
(10,685,577)
(12,402,267)

$

25,613,025

In total, NewSchools has financial assets on hand at December 31, 2017 to cover approximately
7 months of operating expenses based on the 2018 monthly budgeted run rate for all program and
support services expense. Excluding grants and contracts expense, which consist of 73% of the
total budgeted expense, financial assets on hand will cover 26 months of operating expenses.
Additionally, NewSchools has net assets without donor restrictions to cover approximately 9
months of operating expenditures. As of December 31, 2017, there are $3,423,443 of net assets
with donor restrictions. It is highly probable that all restricted assets will be released within one
year given NewSchools' budgeted ratios, where program service expense consists of 91% of the
2018 budget.
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