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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Child Aid

Opinion

We have audited the accompanying financial statements of Child Aid (a nonprofit
corporation), which comprise the statement of financial position as of December 31,
2023, and the related statements of activities, functional expenses, and cash flows for
the year then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Child Aid as of December 31, 2023, 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. 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 Child Aid 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 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 financial statements that are
free from material misstatement, whether due to fraud or error.

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

In performing an audit in accordance with generally accepted auditing standards, we:

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

e Identify and assess the risks of material misstatement of the 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 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 Child Aid’s internal
control. Accordingly, no such opinion is expressed.

e 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 financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered
in the aggregate, that raise substantial doubt about Child Aid’s 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.



Report on Summarized Comparative Information

The prior year summarized comparative information has been derived from the
Organization’s 2022 financial statements, which were audited by other auditors who
expressed an unmodified opinion on those statements in their report dated August 12,
2023.

Wie D malh). Yrcstr, EC

Portland, Oregon
August 26, 2024



CHILD AID

STATEMENT OF FINANCIAL POSITION

December 31,2023

(With comparative totals for 2022)

2023 2022
ASSETS
Cash and cash equivalents $ 173,947 % 400,468
Investments 1,437,570 1,864,913
Contributions and grants receivable 84,451 214,276
Prepaid expenses 32,074 26,916
Right-of-use assets 49,068 40,937
Property and equipment, net - 452
TOTAL ASSETS $ 1,777110 $ 2,547,962
LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable and accrued expenses $ 107,349 $ 179,173
Accrued personnel expenses 312,683 248,992
Operating lease liabilities 50,962 42,903
Total liabilities 470,994 471,068

Net assets:

Without donor restrictions:

Undesignated 1,069,872 1,560,722
Net property and equipment - 452
Total without donor restrictions 1,069,872 1,561,174
With donor restrictions 236,244 515,720
Total net assets 1,306,116 2,076,894
TOTAL LIABILITIES AND NET ASSETS $ 1,777110 % 2,547,962

See notes to financial statements.



CHILD AID
STATEMENT OF ACTIVITIES
For the year ended December 31, 2023
(With comparative totals for 2022)

2023
Without Donor  With Donor 2022
Restrictions Restrictions Total Total
Support and revenue:
Contributions and grants $ 1374253 § 77413 § 1451666 $ 1,950,001
Inkind contributions 313,018 - 313,018 431,217
[nvestment income 47,409 0,839 54,248 46,644
Miscellaneous loss (8,214) - (8,214) (1,466)
Net assets released from restrictions:
Satisfaction of purpose restrictions 330,172 (330,172) - -
Restricted revenue written off 63,000 (63,000) - -
Total support and revenue 2,119,638 (308,920) 1,810,718 2,426,396
Expenses:
Program services 2,160,161 - 2,160,161 2,038,306
Management and general 303,950 - 303,950 275,669
Fundraising 331,126 - 331,126 315,534
Total expenses 2795237 - 2,795,237 2,629,509
Change in net assets before
investment income (loss), net (675,599) (308,920) (984,519) (203,113)
Investment income (loss), net 184,297 29,444 213,741 (120,915)
Change in net assets (491,302) (279,476) (770,778) (324,028)
Net assets:
Beginning of year 1,561,174 515,720 2,076,894 2,400,922
End of year $ 1,069,872 % 236,244 % 1,306,116 $ 2,076,894

See notes to financial statements.
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CHILD AID
STATEMENT OF FUNCTIONAL EXPENSES
For the year ended December 31, 2023
(With comparative totals for 2022)

2023
Management 2022
Program and Total Total
Services General Fundraising Expenses Expenses

Personnel expenses $ 1130152 $ 103312 % 93,021 $ 1326485 $ 1083124
Professional fees 123,116 73,798 122,902 319,816 358,986
Grants and allocations 369,240 - - 369,240 480,310
In-kind books and software licenses 277,968 - - 277,968 288,567
Supplies 50,614 5,289 - 55,903 56,352
Professional development 20,171 - - 20,171 24,842
Insurance 5,638 5,092 - 10,730 10,552
Telephone 58,286 o77 - 59,263 43,963
Licenses and fees 6,756 18,525 16,789 42,070 37,419
Printing and publications 3178 2,399 97,092 102,669 84,396
Occupancy costs 33112 15,683 - 48,795 53,262
Meetings and travel 81,373 6,300 711 88,384 90,391
Bank fees 10 6,748 - 6,758 6,595
Depreciation expense 452 - - 452 2,165
Bad debt - 63,000 - 63,000 -
Miscellaneous 95 2,827 611 3,533 8,585

Total expenses 2,160,161 $ 303,950 $ 33,126 $ 2795237 $ 2629509

See notes to financial statements.
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CHILD AID
STATEMENT OF CASH FLOWS
For the year ended December 31, 2023
(With comparative totals for 2022)

2023 2022
Cash flows from operating activities:
Cash received from grantors and contributors $ 1573277 $ 1,613,460
Interest and dividends received 66,136 46,644
Cash paid to suppliers and employees (2,476,021) (2,137,548)
Cash paid for operating leases (30,997) (30,003)
Net cash flows from operating activities (867,605) (507,447)
Cash flows from investing activities:
Proceeds from sale of investments 1,366,485 885,381
Purchases of investments (725,401) (359,231)
Net cash flows from investing activities 641,084 526,150
Net change in cash and cash equivalents (226,521) 18,703
Cash and cash equivalents - beginning of year 400,468 381,765
Cash and cash equivalents - end of year $ 173,947 $ 400,468
Supplemental disclosure of cash flow information:
Non-cash investing and financing activities:
Obtaining right-of-use assets in exchange for lease liabilities $ 37,805 % 65,515

See notes to financial statements.
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CHILD AID
NOTES TO FINANCIAL STATEMENTS
December 31, 2023

DESCRIPTION OF ORGANIZATION

Child Aid (the Organization) is a 501(c)(3) public benefit nonprofit corporation whose
mission is social and economic development through literacy. The focus is on rural villages
in Guatemala, where illiteracy disproportionately affects indigenous people, and in the
early grades where education can make the biggest impact on literacy and overall life
chances. Child Aid’s contributed support is typically solely through contributions from
individuals and grants from foundations and businesses.

Child Aid’s program consists of a scaffolded, three-year curriculum of workshops in
schools (2 per year) and one-on-one classroom coaching (3 individual sessions after
each workshop). The Organization also provides high quality, grade appropriate
Spanish language books to each school, along with rolling bookshelves and a
classification system. When leaving a school, a book collection has been built with
between 6-7 volumes per student. In addition, staff spend additional time in each
school, meeting with the school Reading Committee and the school principal to
increase the use of books across content areas and providing additional coaching
sessions as requested and desired. Finally, there is a 4-6 week, school break program,
called Adventures in Reading, to help children retain literacy gains made during the school
year through the long summer vacation. In total, the three-year intervention represents
at least 350 hours spent with each school.

Child Aid also provides financial support and oversight for FUNDIT (Fundacion para
Desarrollo Integral de El Tejar), located in El Tejar, Guatemala. FUNDIT’s programs
comprise a Montessori-style pre-school for children in the town of El Tejar; a
community library; a music program for primary and middle school children; a
scholarship program for primary and secondary students who otherwise would not be
able to continue in school.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Net Assets

Net assets, revenues, gains, and losses are classified based on the existence or absence
of donor or grantor-imposed restrictions. Accordingly, net assets and changes therein
are classified and reported as follows:

e Net Assets Without Donor Restrictions - Net assets available for use in general
operations and not subject to donor (or certain grantor) restrictions.



CHILD AID
NOTES TO FINANCIAL STATEMENTS, Continued
December 31, 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Net Assets, Continued

o  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 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

For purposes of the statement of cash flows, the Organization considers all highly
liquid investments without donor restrictions with initial maturities of three months
or less at the date of purchase to be cash equivalents. It excludes cash held with
Investments.

Investments

Investments are carried at fair value. Investment income is reported as an increase in
net assets without donor restrictions unless restricted by the donor in which case it is
classified according to the nature of the restriction until appropriated for expenditure.

Contributions and Grants Receivable

Government and other grants receivable are reported at the amount management
expects to collect on balances outstanding at year-end. Based on an assessment of the
credit history with those having outstanding balances and current relationships with
them, management has concluded that realization losses on balances outstanding at
year-end will be immaterial. Receivables are written off directly to the account balance
when, in management's estimation, it is probable that the outstanding balance will not
be collected.

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 the present value of their estimated 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. Discount amortization
is included in contribution revenue. Uncollectible promises to give are charged to an
allowance account as they are determined to be uncollectible. Conditional promises to
give are not included as support until the conditions are met.



CHILD AID
NOTES TO FINANCIAL STATEMENTS, Continued
December 31, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Leases

The Organization determines if an arrangement is or contains a lease at inception. Under
FASB ASC 842, Leases, a contract is (or contains) a lease if it conveys the right to control
the use of an identified asset for a period of time in exchange for consideration. Control is
defined under the standard as having both the right to obtain substantially all of the
economic benefits from use of the asset and the right to direct the use of the asset.
Management only reassesses its determination if the terms and conditions of the contract
are changed.

Leases are included in right-of-use (ROU) assets and lease liabilities in the statement of
financial position. ROU assets represent the Organization’s right to use an underlying
asset for the lease term, and lease liabilities represent the Organization’s obligation to
make lease payments. Operating lease ROU assets and liabilities are recognized at the
lease commencement date based on the present value of lease payments over the lease
term. The Organization has made an accounting policy election to use a risk-free rate in
lieu of its incremental borrowing rate to discount future lease payments. Lease expense
for lease payments is recognized on a straight-line basis over the lease term. The
Organization’s lease terms may include options to extend or terminate the lease when it
is reasonably certain that the Organization will exercise the option.

The Organization does not report ROU assets and leases liabilities for its short-term
leases (leases with a term of 12 months or less). Instead, the lease payments of those leases
are reported as lease expense on a straight-line basis over the lease term.

Property and Equipment

Acquisitions of property and equipment in excess of $1,000 are capitalized. Property and
equipment purchased are recorded at cost. Donated assets are reflected as contributions
at their estimated values on the date received. Depreciation of property and equipment is
calculated using the straight-line method over the estimated useful lives of the assets.

Accrued Separation Benefits

Under Guatemalan law, Guatemalan employees are entitled to indemnization upon
separation from employment. The liability is based on the number of years the employee
has worked at the Organization times the highest monthly salary during that time of
employment. See Note 11.

Revenue Recognition

Contributions and grants, which include unconditional promises to give (pledges), are
recognized as revenues in the period the Organization is notified of the commitment.
Bequests are recorded as revenue at the time the Organization has an established right to
the bequest and the proceeds are measurable. Conditional promises to give, that is, those
with a measurable performance or other barrier, and a right of return, are not recognized
until the conditions on which they depend have been substantially met.
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CHILD AID
NOTES TO FINANCIAL STATEMENTS, Continued
December 31, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Revenue Recognition, Continued

Donations of property, equipment, materials and other assets are recorded as support at
their estimated fair value at the date of donation. Such donations are reported as support
without donor restrictions unless the donor has restricted the donated asset to a specific

purpose.

The Organization recognizes donated services that create or enhance nonfinancial 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.

Functional Expenses

The costs of providing various programs and other supporting activities have been
summarized on a functional basis in the statement of activities and in the statement of
functional expenses. Accordingly, certain costs have been allocated among the programs
and supporting services benefited. Personnel, licenses and fees, rent, and bank fees are
allocated based on time and effort. Shared costs including meetings and travel, printing
and publications, professional fees, supplies, and telephone are also allocated base on time
and effort.

Income Taxes

Child Aid is a nonprofit corporation exempt from federal and state income tax under
Section 501(c)(3) of the Internal Revenue Code and applicable state law. The
Organization has no activities subject to unrelated business income tax. The
Organization is not a private foundation.

The Organization follows the provisions of FASB ASC Topic 740 Accounting for
Uncertainty in Income Taxes. Management has evaluated the Organization's tax positions
and concluded that there are no uncertain tax positions that require adjustment to the
financial statements to comply with provisions of this topic.

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 revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Summarized Financial Information for 2022

The financial information as of December 31, 2022 and for the year then ended is
presented for comparative purposes and is not intended to be a complete financial
statement presentation.
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CHILD AID
NOTES TO FINANCIAL STATEMENTS, Continued
December 31, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Reclassifications
Certain amounts in the prior year financial statements were reclassified to conform
with the current year presentation.

Subsequent Events
The Organization has evaluated all subsequent events through August 26, 2024, the
date the financial statements were available to be issued.

AVAILABLE RESOURCES AND LIQUIDITY

The Organization regularly monitors liquidity required to meet its operating needs and
other contractual commitments, while also striving to maximize the investment of its
available funds. For purposes of analyzing resources available to meet general
expenditures over a 12-month period, the Organization considers all expenditures
related to its primary operations to be general expenditures. It excludes financial assets
with donor or other restrictions limiting their use.

Financial assets available for general expenditure consist of the following at December
31,2023 and 2022:

2023 2022
Cash and cash equivalents $ 173947 $ 400,468
Investments 1,437,570 1,864 913
Contributions and grants receivable 84,451 214 276

1,695,968 2,479,657
Less amounts unavailable for general expenditure:
Net assets with donor restrictions (236,244) (515,720)

Financial assets available for general expenditure $ 1459724 $ 1963937

-12 -



CHILD AID
NOTES TO FINANCIAL STATEMENTS, Continued
December 31, 2023

4. INVESTMENTS

Investments consist of the following at December 31, 2023 and 2022:

2023 2022
Cash and cash equivalents $ 58582 % 121,986
Fixed inceome securities 388,931 358,603
Equities 842,485 1,264,220
Exchange traded funds 29,092 18,447
Real estate securities - 57,647
Other 118,480 44 010

$ 1437570 $ 1864913

Investments are held for the following purposes at December 31, 2023 and 2022:

2023 2022
Restricted investments (FUNDIT) $ 236244 $ 199,960
Unrestricted investments 1,201,326 1,664 953

$ 1437570 $ 1864913

4. OPERATING LEASES

The Organization evaluated current contracts to determine which met the criteria of a
lease. The right-of-use (ROU) asset represents the Organization’s right to use an
underlying asset for the lease term, and the operating lease liability represents the
Organization’s obligation to make lease payments arising from the lease. The ROU assets
and lease liabilities, which arise from operating leases, were calculated based on the
present value of future lease payments over the lease terms.

The Organization’s operating leases consists of program and office space leases with
remaining lease terms of two to three years.

The following summarizes the line items in the statements of financial position which
include amounts for the operating lease as of December 31, 2023 and 2022:

2023 2022
Operating lease right-of-use-asset $ 49068 $§ 40937
Operating lease liability $ 50962 $ 42903

- 13 -



CHILD AID
NOTES TO FINANCIAL STATEMENTS, Continued
December 31, 2023

OPERATING LEASES, Continued

The following summarizes the weighted average remaining lease term and discount rate
as of December 31, 2023 and 2022:

2023 2022
Weighted average remaining lease term 2.3 years 3 years
Weighted average discount rate 3.98% 2.07%

The maturities of the operating lease liabilities as of December 31, 2023 are as follows:

Year ending December 31,2024 $ 21654
2025 23,514
2026 8,460
53,628

Less discount (2,666)
Present value of operating lease liability $ 50962

For the years ended December 31, 2023 and 2022, total operating lease cost was $30,925
and $25,347, respectively, and is included in occupancy expense in the accompanying
statement of functional expenses.

PROPERTY AND EQUIPMENT

Property and equipment consist of the following at December 31, 2023 and 2022:

2023 2022
Equipment $ 9391 $ 25,693
Accumulated depreciation (9,391) (25,241)
Equipment, net $ - $ 452
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CHILD AID
NOTES TO FINANCIAL STATEMENTS, Continued
December 31, 2023

7. NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions at December 31, 2023 and 2022 consist of the

following:
2023 2022
FUNDIT $ 236244 $ 199960
Guatemalan literacy programming - 178,000
Children International Program - 42,000
White Flag Hunger Relief - 95,760

$ 236,244 $ 515720

8. CONTRIBUTED NONFINANCIAL ASSETS (INKIND CONTRIBUTIONS)

The Organization received the following contributions of nonfinancial assets for the years
ended December 31, 2023 and 2022:

2023 2022
Books and program supplies $ 256968 $ 267,567
Management services 35,050 105,150
Investment advisory services - 37,500
Software licenses 21,000 21,000

$ 313,018 $ 431217

These donations are reported in the statement of functional expenses as follows for the
years ended December 31,2023 and 2022:

2023
Program Management  Fundraising
Books and program supplies $ 256968 $ - $ -
M anagement services 28,040 3,505 3,505

Software licenses 21,000 - -
$ 306,008 $ 3505 % 3,505

2022
Program Management  Fundraising
Books and program supplies $ 207567 % - $ -
M anagement services 77,110 18,401 9,639
Investment advisory services 37,500 - -
Software licenses 21,000 - -

$ 403,177 $ 18,401 % 9,639
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10.

CHILD AID
NOTES TO FINANCIAL STATEMENTS, Continued
December 31, 2023

CONTRIBUTED NONFINANCIAL ASSETS (INKIND CONTRIBUTIONS), Continued

The value assigned to books and supplies is the difference between the amount paid and
the market price provided by the vendor.

Management services represent the difference between the salary paid and the estimated
value of the position based on comparable market data.

Investment advisory services and software licenses reflect market value as provided by
the service provider.

RETIREMENT PLAN

The Organization has a SEP-IRA retirement plan (the plan) which is available to all
eligible employees of the Organization. Employees may make contributions to the plan
up to the maximum amount allowed by the Internal Revenue Code.. The Organization
contributed approximately $15,000 and $19,000 to the plan during the years ended
December 31, 2023 and 2022, respectively.

CONCENTRATIONS OF CREDIT RISK

The Organization maintains its cash balances in one financial institution located in
Portland, Oregon. The balance is insured by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000. The balance, at times, may exceed the federally
insured limit. Balances in excess of insured limits were approximately $110,000 at
December 31, 2022.

Investment securities are exposed to various risks such as interest rate, market, and
credit risks. Due to the level of risk associated with certain investment securities, it is
at least reasonably possible that changes in the values of investment securities will
occur in the near term and that such changes could materially affect the amounts
reported in the statement of financial position.
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11.

12.

CHILD AID
NOTES TO FINANCIAL STATEMENTS, Continued
December 31, 2023

FOREIGN OPERATIONS

In connection with its Guatemalan operations, Child Aid employs staff, leases
facilities, and incurs general operating expenses. The Organization also has cash
accounts that are held in Guatemalan quetzals. In addition, the statement of financial
position includes accrued employee termination indemnification costs required under
Guatemalan laws. The account balances and transactions have been translated to U.S.
dollars for reporting purposes with any gain or loss from currency translation included
in miscellaneous income (loss). The statement of activities amounts have been
translated using the current exchange rate at the time of recognizing the transactions.
Balances (translated to U.S dollars) at December 31, 2023 and 2022 consists of the
following;

2023 2022
Cash held
(included in cash and cash equivalents) $ 12992 % 461
Accrued indemnization
(included in accrued personnel expenses) $ 296,752 $§ 225165

FAIR VALUE MEASUREMENTS

Assets and liabilities recorded at fair value in the statement of financial position are
categorized based upon the level of judgment associated with the inputs used to
measure their fair value. The inputs are categorized by different levels as follows:

Level 1: Unadjusted quoted prices in active markets for identical assets and liabilities.

Level 2: Observable inputs other than those included in Level 1, such as quoted market
prices for similar assets or liabilities in active markets, or quoted market prices for
identical assets or liabilities in inactive markets.

Level 3: Unobservable inputs reflecting management’s own assumptions about the
inputs used in pricing the asset or liability. Level 3 assets and liabilities include
financial instruments whose value is determined using pricing models, discounted cash
flow methodologies, or similar techniques, as well as instruments for which the
determination of fair values requires significant management judgment or estimation.

Fair values for investments are determined by reference to quoted market prices and
other relevant information generated by market transactions.

All of the Organization’s investments are valued using Level 1 inputs.
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