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Independent Auditor's Report

To the Board of Directors
New Directions, Inc.

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of New Directions, Inc. and Subsidiaries, which
comprise the statement of financial position as of December 31, 2023, and the related consolidated
statements 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 accompanying consolidated financial statements present fairly, in all material
respects, the financial position of New Directions, Inc. and Subsidiaries as of December 31, 2023, and
the changes in their net assets and their 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 ("GAAS") and the standards applicable to financial audits contained in 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 New Directions, Inc. and
Subsidiaries, 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 New
Directions, Inc. and Subsidiaries' ability to continue as a going concern for one year after the date that
the consolidated financial statements are available to be issued.
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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 GAAS 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 GAAS and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ |dentify 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 New Directions, Inc. and Subsidiaries' internal control.
Accordingly, no such opinion is expressed.

o Evaluate 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 New Directions, Inc. and Subsidiaries' ability to continue as a
going concern for a reasonable period of time.

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

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The accompanying consolidating statements of financial position, and activities are
presented for purposes of additional analysis and are not a required part of the consolidated financial
statements. 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 information is fairly stated, in all material respects, in relation to the
consolidated financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November
15, 2024 on our consideration of New Directions, Inc. and Subsidiaries' 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 New Directions, Inc. and Subsidiaries' internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering New Directions Inc. and Subsidiaries' internal
control over financial reporting and compliance.

WM&ZJ‘”

Los Angeles, California
November 15, 2024



New Directions, Inc. and Subsidiaries

Consolidated Statement of Financial Position
December 31, 2023

Assets
Cash and cash equivalents $ 5,077,036
Contracts receivable, net 1,865,682
Other accounts receivable 46,251
Prepaid and other assets 165,935
Property and equipment, net 537,290
Total assets $ 7,692,194

Liabilities and Net Assets

Liabilities
Accounts payable $ 113,512
Accrued liabilities 342,485
Accountability for government-funded assets 478,708
Total liabilities 934,705
Net assets
Without donor restrictions 4,457,489
With donor restrictions 2,300,000
Total net assets 6,757,489
Total liabilities and net assets $ 7,692,194

See Notes to Consolidated Financial Statements.



New Directions, Inc. and Subsidiaries

Consolidated Statement of Activities
Year Ended December 31, 2023

Without With
donor restrictions  donor restrictions Total
Revenue and support
Fees for services $ 3,869,360 $ - $ 3,869,360
Government contracts and grants 1,347,780 - 1,347,780
Grants and contributions 662,166 150,000 812,166
Program income 1,295,204 - 1,295,204
Developer fees 279,001 - 279,001
Rental income 114,415 - 114,415
In-kind contributions 56,010 - 56,010
Special events revenue 161,216 - 161,216
Other income 58,137 - 58,137
Total revenue and support 7,843,289 150,000 7,993,289
Expenses
Program services 6,619,974 - 6,619,974
Support services 802,438 - 802,438
Fundraising 389,236 - 389,236
Total expenses 7.811,648 - 7,811,648
Change in net assets 31,641 150,000 181,641
Net assets (deficit), beginning of year 4,425,848 2,150,000 6,575,848
Net assets, end of year $ 4,457,489 $ 2,300,000 $ 6,757,489

See Notes to Consolidated Financial Statements.



New Directions, Inc. and Subsidiaries

Consolidated Statement of Functional Expenses
Year Ended December 31, 2023

Program Support
services services Fundraising Total
Salaries and related expenses

Salaries $ 3,500,980 $ 338,913  § 177,994 § 4,017,887
Employee benefits and payroll taxes 771,897 59,100 27,689 858,686

Total personnel costs 4,272,877 398,013 205,683 4,876,573

Expenses

Advertising and public relations 1,338 1,600 1,440 4,378
Auto 16,333 1,020 - 17,353
Bank charges - 5,927 2,673 8,600
Conferences and education 15,777 7,787 43,290 66,854
Depreciation - 24,986 - 24,986
Drug testing 29,706 - - 29,706
Dues and subscriptions 6,105 2,760 21,186 30,051
Equipment rental and maintenance 25,753 6,453 1,604 33,810
Food costs 277,267 - - 277,267
Insurance 234,451 24,068 11,302 269,821
Legal and audit - 149,281 - 149,281
Licenses and fees 20,904 31,214 205 52,323
Miscellaneous 171,513 26,151 3,182 200,846
Other resident costs 21,564 8,736 70 30,370
Outside professional services 633,438 67,250 76,778 777,466
Postage and delivery 804 1,458 420 2,682
Printing - 710 9,865 10,575
Repairs and maintenance 692,751 7,645 3,308 703,704
Rent - 15 - 15
Small equipment 7,828 8,591 23 16,442
Supplies 78,900 14,560 3,426 96,886
Telephone 44,756 7,931 2,672 55,359
Travel 47,450 3,205 645 51,300
Utilities 20,459 3,077 1,464 25,000

$ 6619974 § 802,438  § 389,236 $ 7,811,648

See Notes to Consolidated Financial Statements.



New Directions, Inc. and Subsidiaries

Consolidated Statement of Cash Flows
Year Ended December 31, 2023

Cash flows from operating activities
Change in net assets $ 181,641
Adjustments to reconcile change in net assets to net cash provided by
operating activities

Depreciation 24,986
(Increase) decrease in operating assets
Contracts receivable 532,314
Other accounts receivable 26,933
Prepaid and other assets (31,163)
Increase (decrease) in operating liabilities
Accounts payable (13,894)
Accrued liabilities 11,511
Net cash provided by operating activities 732,328
Net increase in cash and cash equivalents 732,328
Cash and cash equivalents, beginning 4,344,708
Cash and cash equivalents, end $ 5,077,036

See Notes to Consolidated Financial Statements.



New Directions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2023

Note 1 - Business activity

New Directions, Inc. was organized pursuant to the General Nonprofit Corporation Law of the State
of California for the purposes of empowering men and women who served in the military and their
families to lead productive and fulfilling lives. New Directions, Inc. continues to do business as New
Directions for Veterans.

Since 1992, the agency has been a haven for veterans and has served over 1,200 homeless and
at-risk veterans annually with housing and support services that they need to get their lives on
track. The agency offers a rich array of transformational services tailored to meet the needs of each
individual veteran. Primary services include affordable Housing Placements and Development,
Vocational and Educational Services, Workforce Development and Job Training, Case
Management, Mental Health Counseling, and Substance Use Treatment in the context of its
transitional housing programs for both men and women veterans. These comprehensive services
are offered at eight locations. Since 2011, New Directions, Inc. launched a homelessness
prevention program and is actively engaged in veteran specific public policy and advocacy.

New Directions, Inc. is the sole member of New Directions Housing, LLC and New Directions West
Adams, LLC, and New Directions Housing Il, California limited liability companies, established in
2005, 2016, and 2019, respectively, that focus on housing needs for veterans. A combined total of
512 units of permanent supportive housing for formerly homeless veterans, were in operation in
2020. Case management services are provided onsite to veterans at its permanent supportive
housing units. The agency also established a welcome center in 2015, partnering with West Los
Angeles, offering a 24/7 drop-in center and a bridge housing program with around the clock care.

New Directions, Inc. formed New Directions Housing, LLC (formerly known as New Directions
Sepulveda, LLC) to be the co-general partner of two limited partnerships New Directions, Inc.
Sepulveda |, LP and New Directions, Inc. Sepulveda Il, LP. These two partnerships were formed to
lease, develop, secure funding, rehabilitate and operate two buildings on the Sepulveda Veteran
Affairs site for supportive housing for homeless veterans. The construction of 147 units of
permanent supportive housing on the designated site began in late 2011 and was completed in
mid-2013. 40 units at El Monte and 32 units at Guy Gabaldon Senior Apartments completed
construction and were occupied in 2014. In addition, the 43 units at Glendale Veteran Village, and
11 units in Burbank completed construction and were placed into service in 2015.

New Directions, Inc. formed New Directions West Adams, LLC to be the managing general partner
of a limited partnership, LA New Directions West Adams, LP. (formerly known as Los Angeles
South West View Partners, LP). New Directions West Adams, LLC is organized and operated
exclusively to further the tax-exempt purpose of New Directions, Inc.

New Directions, Inc. formed New Directions Housing Il, LLC and is the sole member. The entity was
created for the development and preservation of affordable housing for homeless and low-income
veterans, veterans' families and other low-income persons.

Note 2 - Summary of significant accounting policies

Principles of consolidation

The accompanying consolidated financial statements include the accounts of New Directions, Inc.,
New Directions Housing, LLC, New Directions West Adams, LLC, and New Directions Housing Il
(collectively the "Organization™). All intercompany transaction and balances have been eliminated in
consolidation.



New Directions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2023

Basis of presentation

The consolidated financial statements of the Organization have been prepared on the accrual basis
of accounting in accordance with accounting principles generally accepted in the United States of
America ("GAAP").

Financial statement presentation

The Organization reports information regarding its financial position and activities according to two
classes of net assets: without donor restrictions and with donor restrictions, which are described as
follows:

Net Assets Without Donor Restrictions - Net assets for use in general operations and not
subject to donor (or certain grantor) restrictions. The governing board may designate, from net
assets without donor restrictions, net assets for an operating reserve through a board-
designated endowment. No such endowments existed as of December 31, 2023.

Net Assets with Donor Restrictions - Net assets subject to donor (or certain grantor) imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that will be
met by the passage of time, purpose, 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.

Cash and cash equivalents
The Organization considers all highly-liquid investments with a maturity at the date of purchase of
three months or less to be cash equivalents.

Contracts receivable

Contracts receivable are receivables primarily from governmental agencies. Contracts receivables
from governmental agencies are primarily unsecured amounts due on cost reimbursement or
performance contracts. These amounts are deemed fully collectible as they primarily related to
contracted services. Also presented within contract receivables are receivables due to New
Directions, Inc. and Subsidiaries from development partnership arrangements. Such receivables
are recorded using the allowance method in order to reserve for potentially uncollectible contracts
receivable.

Receipts from contracts are usually subject to audit by representatives of those agencies to
determine if the monies were expended in accordance with appropriate statuses, contract terms,
and regulations. Such audits could lead to a request for reimbursements to the grantor agencies.
The Organization believes that no significant liabilities will be incurred as a result of such an audit.

Contributions and pledges receivable

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 future years
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 discount is included in contribution revenue.
Conditional promises to give are not included as support until the conditions are substantially met.

Contributions are recognized as revenue when they are unconditionally promised. Contributions are
recorded at their fair value as without donor restrictions or with donor restrictions, depending on the
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New Directions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2023

absence or existence of donor-imposed restrictions as applicable. When a restriction expires (that is
when a stipulated time restriction ends or purpose restriction is fulfilled), net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the consolidated
statements of activities as net assets released from restrictions.

Conditional promises to give, that is, those with a measurable performance or other barrier, and a
right of return to the donor, are not recognized until the conditions on which they depend have been
substantially met. The Organization has no conditional promises to give at December 31, 2023.

Government grants and contracts

A portion of the Organization's revenue is derived from cost-reimbursement and per-diem federal
and state contracts and grants, which are conditional upon certain performance requirements or the
incurrence of allowable qualifying expenses. Amounts received are recognized as revenue when
the Organization has incurred expenditures in compliance with specific contract or grant provisions
or by participants on a per-diem contracted rate. Amounts received prior to incurring qualifying
expenditures are reported as refundable advances in the consolidated statement of financial
position.

Fees for service and program income

Fees for service and program income consist of funds paid on a per-diem basis, based on the
number of participants present in the associated program. Census are taken each day and
submitted to be reviewed and the per-diem rate is owed per participant present on a given day.
Revenue is recognized when census submissions are approved.

Developer fees
Developer fees are recognized at the point in time when the services are provided, which is when
the Organization’s performance obligation has been satisfied.

Special events revenue

Special events revenue is comprised of an exchange element based upon the direct benefits
donors receive and a contribution element for the difference. The Organization recognizes special
events revenue equal to the fair value of direct benefits to donors when the special event takes
place. The Organization recognizes the contribution element of special event revenue immediately,
unless there is a right of return if the special event does not take place. All goods and services are
transferred at a point in time.

Donated materials and services

Contributions of donated non-cash assets are measured on a non-recurring basis and recorded at
fair value in the period received. Contributions of donated services that create or enhance non-
financial assets or that require specialized skills, are provided by individuals possessing those skills,
and would typically need to be purchased if not provided by donation, are recorded at fair value in
the period received. The Organization recorded in-kind contributions of $56,010 for the year ended
December 31, 2023, all of which were donated materials.

Concentration of credit risks

The Organization places their temporary cash investments with high-credit, quality financial
institutions. At times, such cash investments may be in excess of the Federal Deposit Insurance
Corporation insurance limit. The Organization has not incurred losses related to these investments.
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New Directions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2023

The contracts receivable balance outstanding at December 31, 2023 consists of government
contracts receivables due from county, state, and federal granting agencies, and receivables from
housing development partnership arrangements.

Concentration of credit risks with respect to the government contract receivables is limited, as these
receivables consist of earned fees from contract programs granted by governmental agencies.

Approximately 65% of total revenue and support generated by the Organization for the year ended
December 31, 2023 was derived from government contracts and service fees.

Property and equipment

Property and equipment are recorded at cost if purchased or at fair value at the date of donation if
donated. Depreciation is computed on the straight-line basis over the estimated useful lives of the
related assets, between 5 and 25 years. Maintenance and repair costs are charged to expense as
incurred. Property and equipment are capitalized if the cost of an asset is greater than or equal to
$5,000 and the useful life is greater than one year.

Long-lived assets

Long-lived assets to be held and used are reviewed for events and changes in circumstances that
indicate that their carrying value may not be recoverable. The Organization periodically reviews the
carrying value of long-lived assets to determine whether or not impairment to such value has
occurred. No impairments were recorded during the year ended December 31, 2023.

Income taxes
The Organization is exempt from taxation under Internal Revenue Code Section 501(c)(3) and
California Revenue and Taxation Code Section 23701(d).

Generally accepted accounting principles provide accounting and disclosure guidance about
positions taken by an organization in its tax returns that might be uncertain. Management has
considered its tax positions and believes that all of the positions taken by the Organization in their
federal and state exempt organization tax returns are more likely than not to be sustained upon
examination. The Organization's returns are subject to examination by federal and state taxing
authorities, generally for three and four years, respectively, after they are filed.

New Directions Housing, LLC, New Directions West Adams, LLC, and New Directions Housing |l
(the "Partnerships") are classified as partnerships for income tax purposes. The Partnerships'
profits and loss are reportable by the members on their respective income tax returns. Accordingly,
no provision for income taxes has been reflected in the consolidated financial statements except for
the required minimum California state taxes applicable to limited liability companies of $2,400 for
the year ended December 31, 2023. Income tax returns filed by the Partnerships are subject to
examination by the Internal Revenue Service (the "IRS") for three years. While no income tax
returns are currently being examined by the IRS, tax years since 2020 remain open for
examination. The Partnerships have no unrecognized tax benefits at December 31, 2023.

Functional allocation of expenses

Cost of providing the Organization programs and other activities have been presented in the
consolidated statement of functional expenses. During the year, such costs are accumulated into
separate groupings as either direct or indirect. Indirect or shared costs are allocated among
program, support services, and fundraising by a method that best measures the relative degree of
benefit. The Organization uses direct program costs to allocate indirect costs.

12



New Directions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2023

Use of estimates

The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and,
assumptions that affect reported amounts of assets, liabilities, revenues, and expenses as of the
date and for the periods presented. Actual results could differ from those estimates.

Subsequent events
Management has evaluated subsequent events through November 15, 2024, the date which the
consolidated financial statements were available for issue.

New accounting pronouncement

On January 1, 2023, the Organization adopted Accounting Standards Update ("ASU") 2016-13,
Measurement of Credit Losses on Financial Statements ("ASC 326"), and its related amendments
using the prospective method. The new standard changes the impairment model for most financial
assets that are measured at amortized cost and certain other instruments, including patient
accounts receivable, from an incurred loss model to an expected loss model. Under the expected
loss model, entities will recognize credit losses to be incurred over the entire contractual term of the
instrument rather than delaying recognition of credit losses until it is probable the loss has been
incurred.

In accordance with ASC 326, the Organization evaluates certain criteria, including aging and
historical write-offs, current economic condition of specific customers and future economic
conditions to determine the appropriate allowance for credit losses. The adoption of ASC 326 did
not result in any cumulative adjustments to the financial statements.

Note 3 - Liquidity and availability

Financial assets available for general expenditures within one year consist of the following:

Cash and cash equivalents $ 5,077,036

Contracts receivable 1,865,682

Other accounts receivable 46,251

Less net assets with donor

restrictions for time or purpose (150,000)
$ 6,838,969

The Organization regularly monitors liquidity required to meet its operating needs and other
contractual commitments. The Organization anticipates collecting sufficient revenue to cover
general expenditures.

Note 4 - Receivables

Contracts receivable at December 31, 2023 consist of the following:

Contracts receivable $ 1,930,620
Less allowance for doubtful accounts (64,938)
$ 1,865,682

13



New Directions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2023

Contracts receivable at December 31, 2022, was $2,397,996.

Other accounts receivables at December 31, 2023 and 2022, was $46,251 and $73,184,
respectively.

Note 5 - Property and equipment

Property and equipment at December 31, 2023 consist of the following:

Buildings and improvements $ 5,722,220
Furniture and equipment 761,945
Land 337,186
Vehicles 274,646
7,095,997

Less accumulated depreciation (6,558,707)
$ 537,290

Depreciation expense for the year ended December 31, 2023 was $24,986.

Included in the property and equipment above are fixed assets purchased with government funds.
The government retains a reversionary interest in such property. Property acquired with these funds
is considered to be owned by the Organization while used in the programs for which it was
purchased or other future authorized programs. When the property is no longer in use, it reverts
back to the funding agency, or if the property is sold, the funding agency determines the use of the
proceeds. The total amount of government-funded assets as of December 31, 2023 was $478,708.
A corresponding liability is recorded for these government-funded assets at December 31, 2023.
These accounts change with the purchase of assets with government funds.

Note 6 - Accrued liabilities

Accrued liabilities at December 31, 2023 consist of the following:

Accrued vacation $ 234,546
Accrued expenses 107,939
$ 342,485

Note 7 - Commitments and contingencies

Obligations under operating leases

The Organization is obligated under an operating lease, expiring August 2045, with the Department
of Veterans Affairs ("VA") for their primary operating facilities (Building 116), at no rent, to conduct
specific services for homeless veterans as defined. Due to the unique nature of the leased property
(Building 116 and 257) being on federal land of the VA campus, a fair market value for comparable
and equivalent rent is unascertainable. The lease provides for payment of certain costs, which
totaled $25,000 for the year ended December 31, 2023.

The Organization lease facilities and equipment under operating leases with various terms. Future
minimum payments under these leases do not exceed one year.

14



New Directions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2023

Contracts

The Organization's contracts are subject to inspection and audit by the appropriate governmental
funding agency. The purpose is to determine whether program funds were used in accordance with
their respective guidelines and regulations. The potential exists for disallowance of previously-
funded program costs. The Organization believes the ultimate liability, if any, which may result from
these governmental audits often cannot be reasonably estimated and, accordingly the Organization
has no current provision for the possible disallowance of program costs on its consolidated financial
statements.

Contingencies

The Organization maintains four transitional housing facilities located in Los Angeles, California.
The facilities (Building 116, Building 257, Mitchell House, and Keaveney House) are funded by
government grants that restrict use to the purpose defined in the grant application, generally
homeless veterans housing. If the facilities are not used for these purposes, the government
agencies may request reimbursement for the costs funded by the grant, among other remedies.

For the year ended December 31, 2023, the U.S. Department of Veterans Affairs-West Los Angeles
did not provide any funds nor grants for any acquisition or renovation of any transitional housing
facilities maintained by the Organization.

Note 8 - Net assets with donor restrictions
Net assets with donor restrictions at December 31, 2023 consist of the following:

Time or purpose

Capital campaign $ 150,000
150,000

Use of buildings
Building 116 $ 1,750,000
Building 257 400,000
2,150,000
Total net assets with donor restrictions $ 2,300,000

Net assets with donor restrictions consists of funding from the City of Los Angeles and the City of
Santa Monica. The funding was provided in relation to the building renovations of Building 116 and
Building 257 which are on the grounds of the Greater Los Angeles Healthcare System of the VA.
Under the terms of the agreement, the buildings to which the funding is associated must be used in
perpetuity for the delivery of services.
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New Directions, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2023

Note 9 - Fees for services and government contracts and grants

Fees for services and government contracts and grants for the year ended December 31, 2023
consist of the following:

VA Grant Per Diem Clinical $ 822,905
VA Grant Per Diem Low Demand 1,806,405
VA Grant Per Diem Bridge 241,890
Department of Mental Health contract 840 and 842 441,856
Other fees for service 556,304

Fees for services $ 3,869,360
Intensive case management services $ 534,825
Supportive Housing Program 688,073
Other grants and contracts 124,882

Government contracts and grants $ 1,347,780

Note 10 - Program income
Program income for the year ended December 31, 2023 consists of the following:

Housing partners - permanent supportive services and

case management $ 1,045,342
Miscellaneous income 249,862
$ 1,295,204

Note 11 - 401(k) Safe Harbor Plan

The Organization offers a 401(k) Safe Harbor plan to their employees. The plan covers employees
who complete 90 consecutive days of employment. Employees may make contributions to the plan
up to the maximum amount allowed by the Internal Revenue Code. The Organization will make
matching contributions equal to 100% of each eligible participant's salary deferral contributions
(including "catch-up contributions") that do not exceed 4% of compensation for the plan year.
Employer retirement plan expense for the year ended December 31, 2023 was $33,877.
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New Directions, Inc. and Subsidiaries

Consolidating Statement of Financial Position
December 31, 2023

New Directions

New Directions, New Directions West Adams, New Directions Eliminating
Inc. Housing, LLC LLC Housing Il entries Total
Assets
Cash and cash equivalents $ 4,945,365 $ 131,671 $ - $ - $ - $ 5,077,036
Equity investment (500,395) 356,395 144,000 - - -
Contracts receivable, net 1,865,682 - - - - 1,865,682
Other accounts receivable 46,251 - - - - 46,251
Interfund receivable - 2,570,677 - 87,133 (2,657,810) -
Prepaid and other assets 165,935 - - - - 165,935
Property and equipment 537,290 - - - - 537,290
Total assets $ 7,060,128 $ 3,058,743 $ 144,000 $ 87,133 $ (2,657,810) $ 7,692,194
Liabilities and Net Assets
Liabilities
Accounts payable $ 113,512 § - $ - $ - $ - $ 113,512
Accrued liabilities 342,485 - - - - 342,485
Interfund payable 2,657,810 - - - (2,657,810) -
Accountability for government-funded assets 478,708 - - - - 478,708
Total liabilities 3,592,515 - - - (2,657,810) 934,705
Net assets (deficit)
Without donor restrictions 1,167,613 3,058,743 144,000 87,133 - 4,457,489
With donor restrictions 2,300,000 - - - - 2,300,000
Total net assets 3,467,613 3,058,743 144,000 87,133 - 6,757,489
Total liabilities and net assets $ 7,060,128 $ 3,058,743 $ 144,000 $ 87,133 $ (2,657,810) $ 7,692,194

See Independent Auditor's Report.
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Revenue and support
Fees for services
Government contracts and grants
Grants and contributions
Program income
Developer fees
Rent income
In-kind contributions
Special events revenue
Other income

Total revenue and support
Expenses
Program services
Support services
Fundraising
Total expenses
Change in net assets (deficit)

Net assets (deficit), beginning of year

Net assets, end of year

See Independent Auditor's Report.

New Directions, Inc. and Subsidiaries

Consolidating Statement of Activities
Year Ended December 31, 2023

New Directions

New Directions, New Directions West Adams, New Directions Eliminating

Inc. Housing, LLC LLC Housing Il entries Total
$ 3,869,360 $ - $ - $ - - 3,869,360
1,347,780 - - - - 1,347,780
812,166 - - - - 812,166
1,295,204 - - - - 1,295,204
- 191,868 - 87,133 - 279,001
114,415 - - - - 114,415
56,010.00 - - - - 56,010
161,216 - - - - 161,216
58,133 4 - - - 58,137
7,714,284 191,872 - 87,133 - 7,993,289
6,619,974 - - - - 6,619,974
802,438 - - - - 802,438
389,236 - - - - 389,236
7,811,648 - - - - 7,811,648
(97,364) 191,872 - 87,133 - 181,641
3,564,977 2,866,871 144,000 - - 6,575,848
$ 3.467.613 $ 3.058.743 $ 144,000 $ 87,133 - 6,757,489
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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

The Board of Directors
New Directions, Inc.

We have audited in accordance with 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 New Directions, Inc.
and Subsidiaries (a nonprofit organization) (collectively, the "Organization"), which comprise the
consolidated statement of financial position as of December 31, 2023, and the related consolidated
statements of activities, functional expenses, and cash flows for the year then ended, and the related
notes to the consolidated financial statements and have issued our report thereon dated November 15,
2024.

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 have not been identified.

Report on 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 no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
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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
entity'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 entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

WM/M{ZJ‘”

Los Angeles, California
November 15, 2024
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