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Luther Speight & Company, LLC
Certified Public Accountants and Consultants

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Propeller: A Force For Social Innovation

Opinion

We have audited the accompanying consolidated financial statements of Propeller: A Force for
Social Innovation and its subsidiary (collectively referred to as “the Organization”), which
comprise the consolidated statement of financial position as of December 31,2021, and the related
consolidated statement of activities, functional expenses, and cash flows for the year then ended,
and the related notes to the consolidated financial statements.

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Organization as of December 31, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in the Government
Auditing Standards issued by the Comptroller General of the United States. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the Organization
and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the consolidated financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial doubt about the
Organization's ability to continue as a going concern within one year after the date that the
consolidated financial statements are available to be issued.

New Orleans Office: 1100 Poydras Street, Suite 1225/New Orleans, LA 70163/ (504)561-8600
Mempbhis Office: 1661 International Drive, Suite 400/Memphis, TN 38120/ (901)202-4688
Atlanta Office: 715 Peachtree St. NE, Suite 2031/Atlanta, GA 30328/ (470)378-1200



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards and Government Auditing Standards will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in
the aggregate, they would influence the judgment made by a reasonable user based on the
consolidated financial statements. In performing an audit in accordance with generally accepted
auditing standards and Government Auditing Standards, we:

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Organization’s internal control. Accordingly, no such
opinion is expressed.

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

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

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

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The Schedule of Compensation, Benefits, and Other Payments to Agency Head is presented
for purposes of additional analysis. This schedule is required by the Louisiana Legislative Auditor
and is not a required part of the consolidated financial statements.
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Continued,

Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the consolidated financial statements.
The information has been subjected to the auditing procedures applied in the audit of the
consolidated financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the consolidated financial statements or to the consolidated financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the Schedule of Compensation, Benefits,
and Other Payments to Agency Head is fairly stated, in all material respects, in relation to the
consolidated financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August
9, 2022 on our consideration of the Organization’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of the Organization’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Governmment Auditing Standards in considering the Organization’s internal
control over financial reporting and compliance.

Luther Speight & pany €PAs
New Orleans, LA
August 9, 2022



Propeller: A Force For Social Innovation
Consolidated Statement of Financial Position

December 31, 2021
Assets
Cash and Cash Equivalents $ 1,361,729
Grants and Contributions Receivable 226,870
Prepaid Expense 8,626
Other Assets 910
Investments 260,250
Fixed Assets, Net 1,323,509
Total Assets $ 3,181,894
Liabilities
Liabilities
Accounts Payable $ 26,430
Accrued Expenses 6,883
Payroll Liabilities 18,730
PPP Loan Payable 231,250
Notes Payable 1,296,426
Total Liabilities 1,579,719
Net Assets
Without Donor Restrictions 510,596
With Donor Restrictions 1,091,579
Total Net Assets 1,602,175
Total Liabilities and Net Assets $ 3,181,894

The accompanying notes are an integral part of the consolidated financial statements.
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Propeller: A Force For Social Innovation
Consolidated Statement of Activities
For the Year Ended December 31, 2021

Without With
Public Support and Revenues Donor Restrictions Donor Restrictions Total
Grant and Contribution Income 309,977 $ 982,881 $ 1,292,858
Investment Income - 10,797 10,797
Membership Income 27,412 - 27.412
Miscellanous Income 69,385 - 69,385
Membership Rent Income 58,432 - 58,432
Released From Restrictions 1,321,305 (1,321,305) -
Total Public Support and Revenues 1,786,511 327,627) 1.458.884
Expenses
Program Services 1,181,333 - 1,181,333
Management and General 494,574 - 494,574
Fundraising 190,407 - 190,407
Total Expenses 1,866,314 - 1,866,314
Change in Net Assets (79,803) (327,627) (407,430)
Net Assets, Beginning of Year 590,399 1,419,206 2,009,605
Net Assets, End of Year $ 510,596 § 1,091,579 § 1,602,175

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

5



Salaries and Benefits

Board Expense

Contractual/Professional Fees

Depreciation Expense

Fees, Taxes and Assessments

Insurance

Interest Expense

Marketing

Other Expenses

Rent Expense

Repairs & Maintenance

Subscription & Dues

Supplies

Utilities Expenses
Sub-Totals

Propeller: A Force Far Social Innovation
Consolidated Statement of Functional Expenses
For the Year Ended December 31, 2021

Program Services Supporting Services Total
General
Programs
(Accclerafor
and Other Program Management

Food Education Health Water PitchNOLA) CED SVr Facility Programs Total and General  Fundraising _Total Expenses
232,488 105,804 118,112 105,808 - 192,090 89,862 70,198 4,840 919,202 174,390 124,580 1,218,172
" - - = - “ - - - - 38,161 - 38,161
56,908 15,551 13,257 13,790 - 12,960 1,850 12,966 2,244 129,526 126,722 65,582 321,830
- - - - - - - - - - 34,016 - 34,016

- - - - - - - = - - 15,279 - 15,279

- - - - - - - - - - 16,018 - 16,018

- - - - - - - - - - 53,184 - 53,184

- - - - - - - - 12,646 12,646 1,207 - 13,853

- u = - - - - 6,878 6,793 13,671 3,330 - 17,001

- - - - - - - - - - 10,000 - 10,000

- - - - - - - 12,450 - 12,450 - - 12,450

- - - - - - - - - - 17,534 - 17,534

82 - - - 2,121 308 - 9,147 7,349 19,007 4,733 245 23,985

- - - - 25,425 - - 49,406 - 74,831 - - 74,831

$ 289478 § 121355 § 131,369 § 119598 § 27546 § 205358 § 91,712 $§ 161,045 § 33872 $1,181,333 § 494,574 § 190,407 § 1,866,314

The accompanying notes are an integral part of the consolidated financial statements.
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Propeller: A Force For Social Innovation
Consolidated Statement of Cash Flows
For the Year Ended December 31, 2021

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in Net Assets
Adjustments to reconcile changes in net assets
to net cash provided in operating activities:
Depreciation
Decrease in Grants Receivable
Decrease in Prepaids
Increase in Other Assets
Decrease in Accounts Payable
Increase in Accrued Liabilities
Decrease in Payroll Liabilities
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of Fixed Assets
Purchases of Investments
Net Cash Used In Investing Activities

CASH FLOWS FROM FINANCING ACTIVITES
Payments of Notes Payable
Proceeds from PPP Loan
Net Cash Provided by Financing Activities
Net Change in Cash and Cash Equivalents

Beginning Cash and Cash Equivalents

Ending Cash and Cash Equivalents

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

(407,430)

34,016
428,130
5,325
(910)
(11,086)
6,883
(8,422)

46,506

(12,500)
(260,250)

(272,750)

(33,484)
231,250

197,766

(28,478)

1,390,207

$

1,361,729




PROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 1 - BACKGROUND AND NATURE OF OPERATIONS

Propeller: A Force for Social Innovation (formerly Social Entrepreneurs of New Orleans, Inc.)
("Propeller") is a 501(c)(3) non-profit corporation incorporated on August 26, 2008 under the laws
of the State of Louisiana. It is dedicated to supporting social innovation in New Orleans. The
Organization's mission is to grow and support entrepreneurs to tackle social and environmental
disparities. Propeller envisions an inclusive and thriving entrepreneurial ecosystem that responds
to community needs and creates the conditions for an equitable future. At the heart of Propeller's
mission lie its Impact Accelerator programs, designed to support social entrepreneurs throughout
the business life cycle-from idea, to startup, to growth.

Propeller has a wholly owned for profit subsidiary, HUB NOLA LLC ("HUB NOLA"). HUB
NOLA supports Propeller's public benefit goals and is responsible for operating and leasing

company working space at the social innovation facility located at 4035 Washington Avenue, New
Orleans, Louisiana.

Propeller and HUB NOLA are collectively referred to as the "Organization".

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Accounting

Propeller's financial statements are prepared on the accrual basis of accounting, whereby revenue
is recorded when earned and expenses are recorded when incurred in accordance with generally
accepted accounting principles.

Basis for Consolidation
All inter-company balances have been eliminated upon consolidation.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Actual results could differ from those estimates, and those
differences could be material.

Cash and Cash Equivalents

Cash includes amounts on deposit at financial institutions. For the purposes of the statement of
cash flows, Propeller considers all highly liquid debt instruments purchased with a maturity of
three months or less redeemable without penalty for the early withdrawal, to be cash equivalents.

The Organization held no cash equivalents at December 31, 2021.
8




PROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Grants and Contribution Receivables

Receivables, consisting of grants, contributions, and other receivables, are stated at the amount
management expects to collect from outstanding balances. The Organization determines the
allowance for uncollectable receivables based on historical experience, an assessment of economic
conditions, and a review of subsequent collections. Receivables are written off when deemed
uncollectible. At December 31, 2021, the Organization did not deem any receivables to be
uncollectible.

Investments

Investments in marketable securities and mutual funds with readily determinable fair values and
all investments in debt securities are reported at fair value in the statements of financial position.
Unrealized gains and losses are included in the change in net assets in the accompanying
statements of activities as increases or decreases in net assets without donor restrictions unless
their use is with restrictions by explicit donor stipulations or law. Dividend, interest, and other
investment income are recorded as increases in net assets without donor restriction unless the use
is restricted by the donor. FASB ASC topic 820, Fair Value Measurements and Disclosures
emphasizes market-based measurement and, in doing so, stipulates a fair value hierarchy. The
hierarchy is based on the type of inputs, or data used, to measure fair value. The fair value hierarchy
is summarized below:

Level 1 lies at the top of the hierarchy; inputs are quoted prices in active markets.

Level 2 inputs are in the middle of the hierarchy, where data is adjusted from similar items traded
in markets that are active markets or from identical or similar items in markets that are not active.
Level 2 inputs do not stem directly from quoted prices.

Level 3 inputs are unobservable and require the entity to develop its own assumptions.

Investments other than mutual funds are valued at the fair value of the trust investments as reported
to the Organization by the trustees and include the use of Net Asset Values (NAV) as the primary
input to measure fair value.

Fixed Assets
Property and equipment is stated at cost, net of accumulated depreciation. The Organization
capitalizes property and equipment additions over $5,000 at cost, or if donated, at fair value on the
date of donation. Depreciation of these assets is provided on the straight-line basis over their
estimated useful lives of 5 years for computers, copiers, and furniture, 10 years for equipment, and
27.5 years for the building.
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PROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

When assets are sold or otherwise disposed of, the cost and related depreciation are removed from
the accounts, and any resulting gain or loss is included in the statements of activities. Costs of
maintenance and repairs that do not improve or extend the useful lives of the respective assets are
expensed currently.

Management reviews the carrying values of property and equipment for impairment whenever
events or circumstances indicate that the carrying value of an asset may not be recoverable from
the estimated future cash flows expected to result from its use and eventual disposition. When
considered impaired, an impairment loss is recognized to the extent carrying value exceeds the fair
value of the asset. There were no indicators of asset impairment during the year ended December
31, 2021

Income Taxes

Propeller is a not-for-profit corporation organized under the laws of the State of Louisiana. It is
exempt from Federal income tax under Section 501(c)(3) of the Internal Revenue Code, and
qualifies as an organization that is not a private foundation as defined in Section 509(a) of the
Code. It is also exempt from Louisiana income tax under the authority of L.R.S. 47: 121(5). HUB
NOLA is a wholly-owned disregarded entity of Propeller for income tax purposes. As such, there
is no separate tax return required.

The Organization has processes presently in place to ensure the maintenance of its tax-exempt
status; to identify and report unrelated income; to determine its filing and tax obligations in
jurisdictions for which it has nexus; and to identify and evaluate other matters that may be
considered tax positions.

The Organization has determined that there are no material uncertain tax positions that require
recognition or disclosure in the consolidated financial statements.

Financial Statement Presentation

In accordance with the provisions of Financial Accounting Standards Board (FASB) Accounting
Standards Codification (ASC) as set forth in FASB ASC 958, which established standards for
external financial reporting by not-for-profit organizations, the Organization classifies resources
for accounting and reporting purposes into two net asset categories which are without donor
restrictions and with donor restrictions. A description of these two net asset categories is as
follows:
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PROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

e Net assets without donor restrictions are not subject to donor-imposed restrictions and may
be expended for any purpose in performing the primary objectives of the Organization.
These net assets may be used at the discretion of the Organization’s management and board
of directors.

e Net assets with donor restrictions are subject to donor (or certain grantor) restrictions.
Some donor-imposed restrictions are temporary in nature, such as those that will be met by
the passage of time or other events specified by the donor. Other donor-imposed
restrictions are perpetual in nature, where the donor stipulates that resources be maintained
in perpetuity. Donor-imposed restrictions are released when a restriction expires, that is,
when the stipulated time has elapsed, when the stipulated purpose for which the resource
was restricted has been fulfilled, or both.

Functional Allocation of Expenses

The costs of program and supporting services activities have been summarized on a functional
basis in the statements of activities. The statements of functional expenses present the natural
classification detail of expenses by function. Accordingly, certain costs have been allocated among
the programs and supporting services benefited. The majority of expenses have been specifically
identified with a program or supporting service.

Revenue Recognition

Contributions, including promises to give, are considered conditional or unconditional, depending
on the nature and existence of any donor or grantor conditions. A contribution or promise to give
contains a donor or grantor condition when both of the following are present:

e An explicit identifying of a barrier, that is more than trivial, that must be overcome before
the revenue can be earned and recognized.

e An implicit right of return of assets transferred or a right of release of a donor or grantor’s
obligation to transfer assets promised if the condition is not met.

Unconditional contributions or conditional contributions in which the conditions have been

substantially met or explicitly waived by the donor are recorded as revenue with or without donor
restrictions, depending on the existence and nature of any donor restrictions.
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PROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

When a restriction expires, net assets with donor restrictions are reclassified to net assets without
donor restrictions and reported in the consolidated statement of activities as net assets released
from restrictions. Conditional contributions are recognized when the barriers to entitlement are
overcome, and the promises become unconditional. Unconditional contributions are recognized as
revenue when received. Grants are either recorded as contributions or exchange transactions based
on criteria contained in the grant award. Exchange transactions are reimbursed based on a
predetermined rate for services performed. The revenue is recognized in the period the service is
performed.

Rental income is recognized as the rent becomes due, which is when the relevant performance
obligations are fulfilled. Rental payments received in advance are deferred until earned. The
Organization has applied the revenue recognition standard, ASU Topic 606, to rental income. All
leases between the Organization and the tenants of the property are operating leases.

Donated Services

Members of the Organization’s board of directors and other volunteers have made significant
contributions of their time to assist in the Organization’s operations and related charitable
programs. The value of this contributed time is not recorded in these consolidated financial
statements because it does not meet the requirements to be recorded in accordance with U.S.
Generally Accepted Accounting Principles.

Accounting Pronouncements Issued but Not Yet in Effect

On September 17, 2020, the FASB issued ASU 2020-07, Not-for-Profit Entities (Topic 958),
Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets. The
ASU requires nonprofits to change their financial statement presentation and disclosure of
contributed nonfinancial assets, or gifts-in-kind. The FASB issued the update in an effort to
improve transparency in reporting nonprofit gifts-in-kind. The ASU requires the new standard to
be applied retrospectively, with amendments taking effect for the Organization's fiscal year ending
December 31, 2022.

In February 2016, the FASB issued ASU 2016-02, Leases. This accounting standard requires
lessees to recognize assets and liabilities related to lease arrangements longer than 12 months on
the balance sheet as well as additional disclosures. In July 2018, the FASB issued ASU 2018-11,
Leases (Topic 842): Targeted Improvements, to simplify the lease standard's implementation. On
June 3, 2020, the FASB deferred the effective date of this standard for certain entities. This
standard will be effective for the Organization's fiscal year ending December 31, 2022. The
Organization is currently assessing the impact of these pronouncements on their consolidated

financial statements.
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PROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 3 — Investments

The Organization maintains a permanent endowment fund at the Greater New Orleans Foundation
(GNOF). The endowment fund generates annual investment income for the Organization to
initiate, finance, and sustain its programs. The balance of the fund as of December 31, 2021 was

$260,250.

The following table sets forth by level, within the fair value hierarchy, the Organization’s assets

at fair value as of December 31, 2021:

Levell Level 2 Level 3 Fair Value
GNOF Investment Pool $ - $ 260,250 $ - $ 260,250
Total Investments $ - $ 260,250 $ - § 260,250

NOTE 4 — Property and Equipment

Property and equipment is summarized as follows at December 31, 2021:

Asset Description Value
Land $ 485,000
Furniture and Fixtures 23,147
Buildings and Improvements 901,921

1,410,068
Accumulated Depreciation (86,559)

Property and Equipment, net $ 1,323,509

The Organization recorded $34,016 in depreciation expense for the year ended December 31,
2021.

NOTE 5 — Concentrations of Credit Risk

The Organization has concentrated its credit risk for cash by maintaining deposits in financial
institutions in New Orleans, Louisiana, which may at times exceed amounts covered by insurance
provided by the U.S. Federal Deposit Insurance Corporation ("FDIC"). The Organization has not
experienced any losses and does not believe that significant credit risk exists as a result of this

practice.
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PROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 6 — Liquidity and Availability of Resources

The following presents the Organization’s financial assets available for general expenditures, that
is, without donor or other restrictions limiting their use, within one year at December 31, 2021:

Financial assets at year-end:

Cash $ 1,361,729
Grants and contributions receivables 226,870
Total fmancial assets at year-end 1,588,599

Less amounts not available to be used within one year for
general expenditures:

Net assets with donor restrictions 1,091,579
Less: net assets with donor restrictions to be met
in less than one year (321,021)
770,558

Financial assets available for general expenditures within
one year $ 818,041

The Organization’s goal is to maintain a target cash reserve of two months of operating expenses,
which approximately $250,000 to $500,000. The Organization also maintains a $100,000 line of
credit available to meet cash flow needs.

NOTE 7 — Line of Credit

In 2014, the Organization established a line of credit with a maximum borrowing amount of
$100,000. The line of credit was renewed in 2020. The interest rate is based on 4.00 percentage
points over the Wall Street Journal prime rate which resulted in an interest rate of 7.25% at
December 31,2021. At December 31, 2021, the balance of the line of credit was $0. The line of

credit was not used during fiscal 2021.
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ROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 8§ — Notes Payable

During 2019, a building acquisition was debt financed by a loan with Liberty Bank for $1,088,000
and an unsecured note with a related party in the amount of $136,000. The loan with Liberty Bank
is a 25-year maturity/25-year amortization note, with an interest rate of 5.15% fixed for the first
five years. The rate will automatically reset at Wall Street Journal Prime index plus 0.75 every five
years. Principal payments commenced in July 2019. In November 2020, the Organization
refinanced the loan, reducing the interest rate to 4.75% for 42 months starting in December 2020.
In June 2024 the rate will reset at Wall Street Journal Prime index plus .75 for the rest of the loan
term. The loan is collateralized with deposit accounts, pledges of leases and rents, and real
(immovable) property and all of the Organization’s personal (movable) property rights with the
exception of restricted grant revenues. At December 31, 2021, the balance outstanding was
$1,029,197. The related party note is repayable over 15 years and bears interest at 3%. Principal
payments commenced in June 2019. As of December 31, 2021, the balance outstanding on the
related party note was $117,329.

During the year ended December 31, 2020, the Organization applied for and was approved for a
$150,000 economic injury disaster loan administered by the U.S. Small Business Association as
part of the relief efforts related to COVID-19 global pandemic. As part of the loan agreement, the
Organization must use all of the proceeds solely as working capital to alleviate economic injury
caused by the COVID-19 global pandemic. The loan has an annual interest rate of 2.75% and
matures in July 2050. The loan requires monthly principal and interest payments of $641 beginning
in July 2022 and is secured by substantially all assets of the Organization. At December 31, 2021,
the balance on the loan was $150,000.

The notes payable at December 31, 2021 mature as follows:

December 31, Amount
2022 $ 34,395
2023 36,948
2024 41,977
2025 45,270
2026 48,895

Thereafter 1,088,941
Total $ 1,296,426
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PROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 9 — Economic Dependency

The primary sources of revenues for the Organization are grants and contributions provided
through various funding agencies. Continued operations are dependent upon the renewal of grants
and contributions from current funding sources as well as obtaining new funding. In 2021, the
Organization had two major grantors that accounted for approximately 42% of total revenue.

NOTE 10 — Net Assets With Donor Restrictions

The Organization has the following net assets with donor restrictions as of December 31, 2021:

Propeller Impact Accelerator - Time and Purpose $ 292,275
Donor Restricted Endownment - Perpetual in Nature 260,250
Green Infrastructure - Time and Purpose 200,000
Building Renovation Project - Purpose 123,525
COVID-Related Programs - Time and Purpose 100,000
The Water Challenge Program - Time and Purpose 90,529
New Orleans Healthy Corner Store Collaborative - Purpose 25,000

Total § 1,091,579

NOTE 11 — Contingencies

From time to time, the Organization is involved in certain claims and legal actions arising in the
normal course of activities. In the opinion of management, the ultimate disposition of these matters
will not have a material adverse effect on the Organization’s financial position.

NOTE 12 — Paycheck Protection Program

During the year ended December 31, 2021, the Organization applied for and was approved for a
$231,250 loan under the Paycheck Protection Program (“PPP”) administered by the Small
Business Administration as part of the relief efforts related to COVID-19. The Organization has
elected to record PPP loans in accordance with FASB ASC Topic 470: Debt (ASC 470). The full
amount of PPP loan proceeds is recognized as long-term liabilities on the consolidated statement
of financial position until the loans are partly or wholly forgiven by the SBA.
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PROPELLER: A FORCE FOR SOCIAL INNOVATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE 12 — Paycheck Protection Program (Continued)

PPP loan forgiveness income is recognized when the Organization’s applications for forgiveness
are approved. The Organization was granted full forgiveness of the loan on March 22, 2022. At
December 31, 2021, the PPP loan is presented as a Loan Payable on the Consolidated Statement
of Financial Position. The loan will be recorded as an unconditional contribution in fiscal 2022,
having met the conditions for forgiveness by incurring eligible expenditures.

NOTE 13 — Related Parties

During the year ended December 31, 2021, the Organization was awarded by W.K. Kellogg
Foundation two grants in the amount of $460,381 and $50,000. The Organization recognized
$510,381 as grants and contributions revenue on the consolidated financial statements for the year
ended December 31,2021. A member of the Organization's board is also employed by the W.K.
Kellogg Foundation.

NOTE 14 — Subsequent Events

Management has evaluated subsequent events through the date that the consolidated financial
statements were available to be issued on August 9, 2022, and determined that no events occurred
that required disclosure. No subsequent events occurring after this date have been evaluated for
inclusion in these financial statements.
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Luther Speight & Company, LLC
Certified Public Accountants and Consultants

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
Propeller: A Force for Social Innovation

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of
Propeller: A Force for Social Innovation (the Organization), which comprise the consolidated
statement of financial position as of December 31, 2021, and the related consolidated statement of
activities and cash flows for the year then ended, and the related notes to the consolidated financial
statements, and have issued our report thereon dated August 9, 2022.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Organization’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Organization’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements, on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses or significant deficiencies may exist that were not identified.

New Orleans Office: 1100 Poydras Street, Suite 1225/New Orleans, LA 70163/ (504)561-8600
Memphis Office: 1661 International Drive, Suite 400/Memphis, TN 38120/ (901)202-4688
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about the Organization’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed an instance of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which are
described in the accompanying schedule of findings and questioned costs as Finding No. 2021-01.

Management’s Response to Findings

The Organization’s response to the finding identified in our audit is described in the accompanying
Schedule of Findings and Responses. The Organization’s response was not subjected to the
auditing procedures applied in the audit of the financial statements, and, accordingly, we express
no opinion on it.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
organization’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the organization’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

Luth§ Speight & Company CPAs

New Orleans, Louisiana
August 9, 2022

19



PROPELLER: A FORCE FOR SOCIAL INNOVATION

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2021

SECTION I - SUMMARY OF AUDITOR’S RESULTS

1. The auditor’s report expresses an unmodified opinion on the financial statements of the
Organization.

2. No significant deficiencies or material weaknesses disclosed during the audit of the financial
statements are reported in the Independent Auditor’s Report on Internal Control over Financial
Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing.

3. An instance of noncompliance material to the financial statements were reported in the
Independent Auditors' Report on Internal Control over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards.

4. A management letter was not issued for the year ended December 31, 2021.

SECTION II FINANCIAL STATEMENT FINDINGS

No financial statement findings were noted.
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PROPELLER: A FORCE FOR SOCIAL INNOVATION

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2021

FINDING #2021-01 — TIMELY SUBMISSION OF ANNUAL AUDIT REPORT

CRITERIA:

Louisiana state statue 2:511 — 2:559, Louisiana Audit Law, states that quasi-public entities with
more than $500,000 in revenue must submit their audited annual financial reports to the Louisiana
Legislative Auditor within six (6) months of the close of the auditee’s fiscal year. The Organization
was granted emergency extensions through August 31, 2022.

CONDITION:
The Organization did not remit the annual audited financial statements to the Louisiana Legislative
Auditor within the extended deadline.

CAUSE:

The Organization experienced delays in providing financial information to the auditors due to
administrative matters that continued in connection with the initial emergency extension
circumstances.

EFFECT:
Late submission causes the auditee to be placed on the non-compliance list and can result in
withholding of funding to the auditee.

RECOMMENDATION:
The Organization should implement policies and procedures to ensure timely filing of any and all
required reports.

MANAGEMENT RESPONSE:

The Organization will engage an independent auditor prior to the close of the current fiscal year.
Management will implement administrative procedures to assure the audit is completed and
submitted to the Legislative Auditor within the required deadline.
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PROPELLER: A FORCE FOR SOCIAL INNOVATION

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2021

SECTION I - FINDINGS RELATED TO THE FINANCIAL STATEMENTS

We noted no prior year findings.
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PROPELLER: A FORCE FOR SOCIAL INNOVATION

SCHEDULE OF COMPENSATION, BENEFITS, AND
OTHER PAYMENTS TO AGENCY HEAD
FOR THE YEAR ENDED DECEMBER 31, 2021

Total compensation, benefits,
and other payments

£

There were no compensation, benefits or payments to the agency head that were derived from
public funds, including state, local and federal pass-through.
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