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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Westchester Children’s Association, Inc.

Opinion

We have audited the financial statements of Westchester Children’s Association, Inc. (a nonprofit
organization), which comprise the statements of financial position as of December 31, 2021 and
2020, and the related statements of activities, functional expenses, and cash flows for the years
then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Westchester Children’s Association, Inc. as of December 31, 2021 and
2020, and the results of its operations and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits 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 Westchester Children’s Association, Inc. and to meet our other
ethical responsibilities in accordance with relevant ethical requirements relating to our audits.
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 Westchester
Children’s Association, Inc.’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, including omissions, 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.

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.

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 Westchester Children’s
Association, Inc.’s internal control. Accordingly, no such opinion is expressed.

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.

Conclude whether, in our judgment, there are conditions or events, considered in
the aggregate, that raise substantial doubt about Westchester Children’s
Association, Inc.’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.

%M %ﬁf %xx@ LLP
White Plains, New York
October 10, 2022



WESTCHESTER CHILDREN'S ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2021 AND 2020

ASSETS
Current assets:
Cash and cash equivalents
Cash and cash equivalents - endowment
Grants receivable
Pledges receivable
Contributions receivable
Employee retention tax credit receivable
Prepaid expenses

Total current assets

Investments
Grants receivable, net of present value discount
Security deposits
Property, plant and equipment, net of
accumulated depreciation of $73,018 and $72,346

Total assets

LIABILITIES
Current liabilities:
Accounts payable and accrued expenses
Deferred revenue
Investment derivative liabilities - call options written
PPP loan payable

Total current liabilities

PPP loan payable - non-current
EIDL loan payable - non-current

Total liabilities

NET ASSETS
Without donor restrictions
Undesignated
Board-designated

Total without donor restrictions

With donor restrictions
Restricted by purpose or time
Restricted in perpetuity

Total with donor restrictions
Total net assets

Total liabilities and net assets

See accompanying notes.
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2021 2020
$ 655,904 $ 723,612
308,099 614,710
55,000 97,000
- 3,000
2,247 1,250

67,814 -
9,916 5,382
1,098,980 1,444,954
1,493,298 1,151,430
- 51,118
9,618 9,618
383 1,055
$ 2,602279 $ 2.658.175
$ 24373 $ 21,287
11,000 7,500
- 12,510
- 96,031
35,373 137,328
- 32,469
150,000 150,000
185,373 319,797
141,010 34,511
467,266 399,119
608,276 433,630
55,000 151,118
1.753.630 1,753,630
1.808.630 1,904,748
2.416,906 2.338.378
$ 2,602.279 $ 2.658.175




WESTCHESTER CHILDREN'S ASSOCIATION, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2021

SUPPORT AND REVENUE
Contributions
Grant income
Special events, net
Income (loss) from investments, net
In-kind revenue
Government grants
Other miscellaneous income
Net assets released from restriction

Total support and revenue

EXPENSES
Program services
Management and general
Fundraising

Total expenses

CHANGE IN NET ASSETS

NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

Without Donor With Donor
Restrictions Restrictions Total

$ 161,620 $ - $ 161,620
59,418 6,382 65,800
164,559 - 164,559
63,993 - 63,993
1,000 - 1,000
341,444 - 341,444
7,936 - 7,936

102,500 (102,500) -
902,470 (96,118) 806,352
516,902 - 516,902
82,754 - 82,754
128,168 - 128,168
727,824 - 727,824
174,646 (96,118) 78,528
433,630 1,904,748 2,338,378
$ 608,276 $ 1,808,630 $ 2,416,906

See accompanying notes.
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WESTCHESTER CHILDREN'S ASSOCIATION, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2020

Without Donor With Donor
Restrictions Restrictions Total
SUPPORT AND REVENUE
Contributions $ 192,227 $ - 192,227
Grant income 61,460 102,000 163,460
Special events, net 98,203 - 98,203
Income (loss) from investments, net (72,721) - (72,721)
Other miscellaneous income 7,389 - 7,389
Net assets released from restriction 156,112 (156,112) -
Total support and revenue 442,670 (54,112) 388,558
EXPENSES
Program services 513,777 - 513,777
Management and general 80,700 - 80,700
Fundraising 125.196 - 125,196
Total expenses 719,673 - 719,673
CHANGE IN NET ASSETS (277,003) (54,112) (331,115)
NET ASSETS AT BEGINNING OF YEAR 710,633 1,958,860 2,669,493
NET ASSETS AT END OF YEAR $ 433,630 $ 1,904,748 $ 2,338,378

See accompanying notes.
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Salaries, benefits & taxes

Rent

Program activities

Credit card and bank charges
Professional fees

Telephone and internet

Travel and meals

Office expenses

Postage and shipping

Printing and publications
Miscellaneous

Technology, software and support
Conferences, seminars and dues
Depreciation

Equipment and maintenance
Advertising

Insurance

Total expenses

WESTCHESTER CHILDREN'S ASSOCIATION, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2021

Management and

Program services general Fundraising Total
$ 397279 $ 63,679 $ 102,431 $ 563,389
45,356 7,559 7,559 60,474
1,019 - - 1,019
5,099 759 858 6,716
22,758 3,143 4,089 29,990
1,388 677 3,502 5,567
248 563 522 1,333
1,427 207 208 1,842
2,371 248 248 2,867
6,360 824 700 7,884
285 394 106 785
19,316 2,908 5,935 28,159
3,698 108 427 4,233
672 - - 672
5,611 935 935 7,481
125 130 - 255
3,890 620 648 5,158
$ 516,902 $ 82,754 § 128,168 $ 727,824

See accompanying notes.
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Salaries, benefits & taxes

Rent

Credit card and bank charges
Professional fees

Telephone and internet

Travel and meals

Office expenses

Postage and shipping

Printing and publications
Miscellaneous

Technology, software and support
Conferences, seminars and dues
Depreciation

Equipment and maintenance
Advertising

Insurance

Total expenses

WESTCHESTER CHILDREN'S ASSOCIATION, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2020

Management and

Program services general Fundraising Total

$ 388,468 $ 58,902 $ 97,975 $ 545,345
43,867 7,311 7,311 58,489

3,738 328 305 4,371

34,026 7,188 10,352 51,566

1,234 611 3,039 4,884

662 42 340 1,044

1,516 200 193 1,909

1,184 138 154 1,476

7,787 948 989 9,724
(1,725) 633 84 (1,008)

18,023 2,810 2,810 23,643

3,612 - 250 3,862

1,206 - - 1,206

5,611 935 935 7,481

1,364 114 (81) 1,397

3,204 540 540 4,284

$ 513,777 $ 80,700 $ 125,196 $ 719,673

See accompanying notes.
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WESTCHESTER CHILDREN'S ASSOCIATION, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 78,528 $ (331,115)
Adjustments to reconcile change in net assets to

net cash used by operating activities:

Depreciation expense 672 1,206
Donated stock (4,154) (4,058)
Extinguishment of debt - PPP loan (128,500) -
Change in unrealized (gain)/loss on investments (160,428) 270,555
(Increase) decrease in:
Grants receivable 93,118 42,612
Pledges receivable 3,000 11,000
Contributions receivable (997) (1,250)
Employee retention tax credit receivable (67,814) 500
Prepaid expenses (4,534) 17,764
Increase (decrease) in:
Accounts payable and accrued expenses 3,086 3,208
Deferred revenue 3,500 500
Investment derivative liabilities - options (12,510) (78,745)
Net cash used by operating activities (197,033) (67,823)

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of investments (500,003) (1,601,174)
Proceeds from sale of investments 322,717 2,414,113
Net cash provided/(used) by investing activities (177,286) 812,939

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from PPP loan payable - 128,500
Proceeds from EIDL loan payable - 150,000
Net cash provided by financing activities - 278,500
Net increase(decrease) in cash and cash equivalents (374,319) 1,023,616
Cash and cash equivalents at beginning of year 1,338,322 314.706
Cash and cash equivalents at end of year $ 964,003 § 1,338,322

See accompanying notes.
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WESTCHESTER CHILDREN’S ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 1 — Nature of organization

Westchester Children’s Association, Inc. (“the Organization”) was established to improve the
lives of Westchester’s children by keeping their well-being at the top of the public agenda. The
Organization does this by identifying and promoting the needs of children and youth and
advocating for public policies, investments and programs that meet those needs.

The Organization’s strategies include the collection and analysis of public data, research and
study of current issues, public education and training, community mobilization, coalition
building and direct advocacy. In 2021 and 2020 this included early childhood support, youth
justice, youth development, supportive school environments and homeless children and youth.

The Organization is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code.

The Organization receives contributions from individuals, corporations, foundations, other
organizations and trusts.

Note 2 - Summary of significant accounting policies

Basis of accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting
and in accordance with accounting principles generally accepted in the United States of America.

Basis of presentation

The Organization records contributions for accounting and reporting purposes based on the
existence or absence of donor-imposed restrictions. Accordingly, net assets (which are the
Organization’s cumulative change in net assets) and changes therein are classified and reported as
follows:

Net assets without donor restrictions — Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions. The governing board has designated, from net
assets without donor restrictions, net assets available for operating expenses.

Net assets with donor restrictions — Net assets subject to donor-imposed restrictions. Some donor-
imposed restrictions are temporary in nature, such as those that will be met with the passage of time
or other events specified by the donor. Other donor-imposed restrictions are perpetual in nature,
where the donor stipulates that the original principal amount of the contributions are maintained in
perpetuity and cannot be used for operations.

Donor-imposed restrictions are released when a restriction expires, that is, when the stipulated time
has elapsed, when the stipulated purpose for which the contribution was restricted has been fulfilled,
or both.



WESTCHESTER CHILDREN’S ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 2 — Summary of significant accounting policies (continued)

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Pledges and contributions

The Organization records unconditional promises to give (pledges) as receivables and contributions
within the appropriate net asset category based on the existence or absence of donor-imposed
restrictions.

Functional allocation of expenses

The costs of program, supporting services and fundraising have been summarized on a functional
basis in the statements of activities. Expenses are charged to program services, management and
general and fundraising based on specific identification and allocations by management.

Advertising
Advertising costs are expensed as incurred. Advertising expense was $255 and $1,397 for the years

ended December 31, 2021 and 2020, respectively.

Cash equivalents
Cash equivalents consist of highly liquid investments with original maturities of 90 days or less.

Allowance for doubtful accounts

As of December 31, 2021 and 2020, the Organization deems all grants, pledges and contributions
receivable to be collectible and accordingly, does not have an allowance for doubtful accounts.
Such estimate is based on management’s experience, the aging of receivables, subsequent
receipts and current economic conditions.

Grants receivable

Grants that are expected to be collected within one year are recorded at their net realizable value.
Grants that are expected to be collected in future years are recorded at the present value of the
amount expected to be collected.

Property and equipment

Property and equipment are recorded at cost. Contributions of property and equipment are
recorded at fair value at the date of donation. Depreciation is calculated using the double
declining balance method over the estimated useful lives of the assets ranging from 3 to 7 years.

Expenditures for maintenance and repairs are charged to expense, and renewals and betterments
are capitalized. Upon sale or retirement, the cost of the asset and the related accumulated
depreciation are removed from the accounts, and the remaining gain or loss is included in the
results of operations.
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WESTCHESTER CHILDREN’S ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 2 — Summary of significant accounting policies (continued)

Concentration of credit risk

The Organization’s financial instruments that are potentially exposed to concentrations of credit
risk consist primarily of cash, cash equivalents, investments and receivables. The Organization
places its cash and cash equivalents with what it believes to be quality financial institutions. At
times, during the year, cash balances exceeded the FDIC insurance limit. However, the
Organization has not experienced any losses on these accounts to date. The Organization’s
investments are subject to certain risks including interest rate, market volatility, liquidity and
credit risk. Due to the uncertainty related to the aforementioned risks, it is reasonably possible
that changes in these risks could materially affect the fair value of the Organization’s
investments reported in the accompanying statements of financial position at December 31, 2021
and 2020. The Organization monitors the collectability of its receivables. As a consequence, the
Organization believes no significant concentrations of credit risk exist with respect to its cash,
cash equivalents, investments or receivables.

Investments
Investments are reported at fair market value and are based primarily on quoted market prices or
estimated fair value.

Investment derivatives - options

The Organization is subject to equity price risk in the normal course of pursuing its investment
objectives. The Organization may enter into options for use as an economic hedge against
certain equity positions held in the Organization’s portfolio holdings. Option contracts
purchased give the Organization the right, but not the obligation, to buy or sell within a limited
time, a financial instrument at a contracted price that may also be settled in cash, based on
differentials between specified indices or prices.

Options written (meaning sold) give the Organization the obligation to buy or sell within a
limited time, a financial instrument at a contracted price that may also be settled in cash, based
on differentials between specified indices or prices. The Organization’s investment advisor
currently utilizes a covered call option trading strategy which results in written options being
recorded as liabilities on the Statement of Financial Position.

Uncertain tax positions

The Organization has adopted the Financial Accounting Standards Board (“FASB”) issued
Codification Topic 740, on accounting for uncertainty in income taxes, which addresses the
determination of whether tax benefits claimed or expected to be claimed on a tax return should
be recorded in the financial statements. Under this guidance, the Organization may recognize the
tax benefit from an uncertain tax position only if it is more likely than not that the tax position
will be sustained on examination by taxing authorities, based on the technical merits of the
position. The tax benefits recognized in the financial statements from such a position are
measured based on the largest benefit that has a greater than 50% likelihood of being realized
upon ultimate settlement. The guidance on accounting for uncertainty in income taxes also
addresses derecognition, classification, interest and penalties on income taxes, and accounting in
interim periods.

-11-



WESTCHESTER CHILDREN’S ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 2 — Summary of significant accounting policies (continued)

Uncertain tax positions (continued)

Management evaluated the Organization’s tax positions and concluded that the Organization has
taken no uncertain tax positions that require adjustment to the financial statements to comply
with the provisions of this guidance. Generally, the Organization is no longer subject to income
tax examinations by U.S. federal, state or local tax authorities for years before 2015, which is the
standard statute of limitations look-back period.

Recent accounting pronouncements

In February 2016, The Financial Accounting Standards Board (“FASB”) issued a new leasing
standard in ASU 2016-02 (“Topic 842”) for both lessees and lessors. Under its core principle, a
lessee will recognize right-of-use (“ROU”) assets and related lease liabilities on the statement of
financial position for all arrangements with terms longer than 12 months. The pattern of expense
recognition in the income statement will depend on a lease’s classification. The provisions of
this update are effective for fiscal years beginning after December 15, 2021. Management is
evaluating the new accounting pronouncements and its applicability to the Organization.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments — Credit Losses (Topic
326). The main objective of ASU 2016-13 and related ASU updates is to provide financial
statement users with more decision-useful information about the expected credit losses on
financial instruments and other commitments to extend credit held by a reporting entity at each
reporting date. The amendments affect loans, debt securities, trade receivables, net investment in
leases, off-balance sheet credit exposures, reinsurance receivables, and any other financial assets
not excluded from the scope that have the contractual right to receive cash. The amendments in
this ASU are effective for the Organization for fiscal years beginning after December 15, 2022.
The Organization is in the process of evaluating the impact of ASU 2016-13 on its financial
statements.

Reclassification of prior year presentation
Certain prior year amounts have been reclassified for consistency with the current year
presentation.

Note 3 — Liquidity and Availability

The Organization regularly monitors liquidity required to meet its operating needs, while also
conservatively investing its available funds to preserve capital. The Organization’s principal
sources of liquidity include cash and cash equivalents, investments and receivables. For
purposes of analyzing resources available to meet general expenditures over a 12-month period,
the Organization considers all expenditures related to its ongoing activities, as well as services
undertaken to support those activities to be general expenditures.

As of December 31, 2021 and 2020, the Organization’s financial assets available for general
expenditure, and available to the Organization over the next twelve months, that is, without
donor or other restrictions is comprised of the following:

-12-



WESTCHESTER CHILDREN’S ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 3 — Liquidity and availability (continued)

2021 2020
Cash and cash equivalents $ 964,003 $§ 1,338,322
Grants, pledges and contribution receivables 125,061 152,368
Investments 1,493,298 1,138,920
2,582,362 2,629,610
Less: net assets with donor restrictions (1,808,630) (1,904,748)
$ 773,732 $ 724,862

Note 4 — Pledges receivable

Pledges receivable represent amounts due from donors for multiyear unconditional pledges.
Pledges receivable are shown net of a discount on future collections. Payments on the pledges
are expected to be received as follows:

2021 2020
Amounts due in:
Less than one year $ - $ 3,000
One to five years - -
Total pledges receivable - 3,000
Less unamortized discount - -
Pledges receivable, net - 3,000
Less current portion - 3,000
Long term pledges receivable, net $ - $ -

The pledges receivable due in one to five years were discounted at a rate of five percent.

Note 5 - Grants receivable

Grants receivable represents amounts due from donors for multi year grants. Grants receivable
are shown net of a discount on future collections. Payments on these grants are expected to be
received as follows:

2021 2020
Amounts due in:

Less than one year $ 55,000 $ 97,000
One to five years - 55,000
Total grants receivable 55,000 152,000

Less unamortized discount - (3,882)
Grants receivable, net 55,000 148,118

Less current portion (55,000) (97,000)
Long term grants receivable, net $ - $ 51,118
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WESTCHESTER CHILDREN’S ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 5 - Grants receivable (continued)

Grants receivable due in one to five years were discounted at a rate of five percent.

Note 6— Investments and fair value measurements

Investments are presented in the financial statements at fair market value and consist of the

following as of December 31, 2021 and 2020:

2021 2020

Cost Market Value Cost Market Value
Assets:
Equities $ 923,004 $ 1,063,008 $ 636529 § 706,018
ETF bonds 436,367 430,290 438,068 445,412
Total $ 1,359,371 $ 1,493,298 $ 1,074597 § 1,151,430
Liabilities:
Investment derivative liabilities
- call options written $ - $ - $ 2910 8§ 12,510
Total $ - $ - $ 2910 $ 12,510

Investment returns for the years ended December 31, 2021 and 2020, consisted of the

following:

Investment returns:
Interest and dividends
Realized and unrealized gains/(losses) of investments
Total investment return
Investment expenses
Total investment return, net of expenses

2021 2020
$22,337 $41,364
61,619 (90,233)
83,956 (48,869)
(19,963) (23,852)
$63,993 ($72,721)

The Financial Accounting Standards Board Statement (“FASB”) defines fair value as the price
that would be received for an asset or paid to transfer a liability (an exit price) in the
Organization’s principal or most advantageous market in an orderly transaction between

market participants on the measurement date.

The standard establishes a fair value hierarchy which requires the Organization to maximize
the use of observable inputs and minimize the use of unobservable inputs when measuring fair
value. The standard describes three levels of inputs that may be used to measure fair value:
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WESTCHESTER CHILDREN’S ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 6— Investments and fair value measurements (continued)

Level I - Quoted prices are available in active markets for identical investments as of the
reporting date. The type of investments included in Level I include listed equities, securities and
listed derivatives.

Level I[I—Pricing inputs are other than quoted prices in active markets, which are either directly
or indirectly observable as of the reporting date, and fair value is determined through the use of
models or other valuation methodologies. Investments which are generally included in this
category include corporate and municipal bonds and loans, less liquid and restricted equity
securities and certain over-the-counter derivatives.

Level III—Pricing inputs are unobservable for the investment and includes situations where there
is little, if any, market activity for the investment. The inputs into the determination of fair value
require significant management judgment or estimation. Investments that are included in this
category generally include general and limited partnership interests in corporate private equity
and real estate funds, mezzanine funds, funds of hedge funds, distressed debt and non-investment
grade residual interests in securitizations and collateralized debt obligations.

As of December 31, 2021 and 2020, the Organization does not have any Level II or Level III
investments.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

The following table summarizes the levels in the fair value hierarchy that the Organization’s
investments fall into as of December 31, 2021:

Type Level I Level II Level III Total
Assets:
Equities $ 1,063,008 $ - $ - $ 1,063,008
ETF bonds 430,290 - - 430,290
Total $ 1,493,298 $ - $ - $ 1,493,298
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WESTCHESTER CHILDREN’S ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 6— Investments and fair value measurements (continued)

The following table summarizes the levels in the fair value hierarchy that the Organization’s
investments fall into as of December 31, 2020:

Type Level I Level Il Level III Total
Assets:
Equities $ 706,018 $ - $ - $ 706,018
ETF bonds 445412 - - 445412
Total $ 1,151,430 $ - $ - $ 1,151,430
Liabilities:
Investment derivative liabilities
- call options written $ 12510 $ - $ - $ 12,510
Total $ 12,510 $ - $ - $ 12,510

There were no transfers between Level I and II during the years ending December 31, 2021 and
2020.

Note 7 — Property, plant and equipment
Property, plant and equipment consist of the following as of December 31, 2021 and 2020:

2021 2020
Equipment $ 20,498 $ 20,498
Furniture and fixtures 52,903 52,903
Less: accumulated depreciation (73,018) (72.346)
h 383 $ 1,055

Depreciation expense was $672 and $1,206 for the years ended December 31, 2021 and 2020,
respectively.

Note 8 — CARES Act Loans

Payroll Protection Program Loan

On May 8, 2020, the Organization qualified for and received a loan pursuant to the Paycheck
Protection Program, a program implemented by the U.S. Small Business Administration under
the Coronavirus Aid, Relief, and Economic Security Act, from a qualified lender (the “PPP
Lender”), for an aggregate principal amount of $128,500 (the “PPP Loan”). The PPP Loan bears
interest at a fixed rate of 1.00% per annum, with the first six months of interest deferred, and has
a term of two years, and is unsecured and guaranteed by the U.S. Small Business Administration.
The principal amount of the PPP Loan is subject to forgiveness under the Paycheck Protection
Program upon the Organization’s request to the extent that the PPP Loan proceeds are used to
pay expenses permitted by the Paycheck Protection Program, including payroll costs, covered
rent and mortgage obligations, and covered utility payments incurred by the Organization. The

-16-




WESTCHESTER CHILDREN’S ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 8 — CARES Act Loans (continued)

Organization intends to apply for forgiveness of the PPP Loan with respect to these covered
expenses and expects to qualify for full forgiveness. To the extent that all or part of the PPP
Loan is not forgiven, the Organization will be required to pay interest on the PPP Loan at a rate
of 1.0% per annum and commencing in November 2020 principal and interest payments will be
required through the maturity date in April 2022. The terms of the PPP Loan provide for
customary events of default including, among other things, payment defaults, breach of
representation and warranties, and insolvency events. The PPP Loan may be accelerated upon
the occurrence of an event of default.

On May 19, 2021, the Organization applied and received forgiveness for the PPP loan payable
amount of $128,500.

On December 27, 2020, in response to COVID-19, the federal government passed part 2 of the
CARES Act. In February 2021, the Organization applied for and was granted a second draw
loan of $103,130. On September 16, 2021, the Organization applied and received forgiveness
for the PPP loan payable amount of $103,130. The Organization has accounted for this under
ASC 958-605 as a conditional grant (contribution).

Economic Injury Disaster Loan

On July 14, 2020, the Organization executed the standard loan documents required for securing a
loan (the “EIDL Loan”) from the United States Small Business Administration (the “SBA”)
under its Economic Injury Disaster Loan assistance program in light of the impact of
the COVID-19 pandemic on the Organization’s business. The principal amount of the EIDL
Loan is $150,000, with proceeds to be used for working capital purposes. Interest on the EIDL
Loan accrues at the rate of 2.75% per annum and installment payments, including principal and
interest, are due monthly beginning twelve months from the date of the EIDL Loan in the
amount of $641 dollars. The balance of principal and interest is payable thirty years from the
date of the promissory note. The principal amounts were recognized as a non-current term loan
on the statement of financial position at December 31, 2021. Accrued interest on the loan for the
year ended December 31, 2021 was $6,035.

Principal payments on the EIDL debt will be as follows:

2022 $ -
2023 3,948
2024 4,058
2025 4,171
2026 4,287
Thereafter 133,536

Total EIDL Loan Payable $§ 150,000
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

Note 8 — CARES Act Loans (continued)

Employee Retention Tax Credit

Under the CARES Act, the Organization is eligible to receive an employee retention credit,
which is a credit against the employer portion of Social Security taxes for certain wages between
March 13, 2020 and December 31, 2021. The Consolidated Appropriations Act, 2021 and
subsequent legislation extended the employee retention credit through September 20, 2021,
while also modifying the provisions of the credit. The Organization has finalized its application
for the employee retention credit and, accordingly recognized $109,814 in government grants on
the statement of activities as of December 31, 2021.

Note 9 — Board-designated net assets

Board designated net assets as of December 31, 2021 and 2020, consisted of the following:

2021 2020
Balance, beginning of year $ 399,119 $ 467,782
Investment return, net 63,993 (72,721)
Donated stock 4,154 4,058
Balance, end of year $ 467,266 $ 399,119

Note 10 — Net assets with donor restrictions

Net assets restricted by purpose or time

The transactions in net assets with temporary donor restrictions during the year ended December
31, 2021 were as follows:

Net Assets
December 31, Released from  December 31,
2020 Additions Restrictions 2021
Foundations $ 148,118 $ 6,382 $ (99,500) $ 55,000
Centennial Campaign 3,000 - (3,000) -
Total $ 151,118 $ 6,382 $ (102,500) $ 55,000

The transactions in net assets with temporary donor restrictions during the year ended December
31, 2020 were as follows:
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Note 10 — Net assets with donor restrictions (continued)

Net Assets
December 31, Released from  December 31,
2019 Additions Restrictions 2020
Foundations $ 191,230 $ 102,000 $ (145,112) $ 148,118
Centennial Campaign 14,000 - (11,000) 3,000
Total $ 205,230 $ 102,000 $ (156,112) $ 151,118

Net assets with perpetual donor restrictions

As of December 31, 2021 and December 31, 2020, net assets with perpetual donor restrictions
consisted of the following:

2021 2020
Balance, beginning of year $ 1,753,630 $ 1,753,630
Investment return, net (52,129) (57,408)
Appropriation of endowment assets 52,129 57,408
Balance, end of year $ 1,753,630 $ 1,753,630

Note 11 — Endowment

The Organization’s endowment consists of net assets restricted in perpetuity, of certain donor
restricted contributions, to be held indefinitely, as well as net assets without donor restrictions —
board designated net assets. The income from all net assets restricted in perpetuity is restricted
until released by the Board.

Interpretation of relevant law

The Board of Directors of the Organization has interpreted the New York Prudent Management
of Institutional Funds Act (NYPMIFA) as requiring the preservation of the fair value of the
original funds as of the gift date of the donor-restricted endowment funds absent explicit donor
stipulations to the contrary. As a result of this interpretation, the Organization retains in
perpetuity (a) the original value of initial and subsequent gift amounts donated to the endowment
and (b) any accumulations to the endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added. Donor-restricted amounts
not retained in perpetuity are subject to appropriation for expenditure by the Organization in a
manner consistent with the standard of prudence prescribed by NYPMIFA.
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WESTCHESTER CHILDREN’S ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2021 AND 2020

Note 11 — Endowment (continued)

In accordance with NYPMIFA, the Organization considers the following factors in making a

determination to appropriate or invest endowment funds:

the duration and preservation of the fund,

the purposes of the Organization and the fund,
general economic conditions;

the possible effect of inflation and deflation;

other resources of the Organization; and
the investment policies of the Organization

Nk wbh =

Endowment assets and liabilities consist of the following as of December 31, 2021 and

December 31, 2020:

Cash and cash equivalents - endowments

the expected total return from income and the appreciation of investments;

Investments - equities
Investments - ETF bonds

Total endowment assets
Less: investment derivative liabilities - call options
written

Total endowment

2021 2020
$ 727,598 $ 1,013,829
1,063,008 706,018
430,290 445,412
1,493,298 1,151,430
2,220,896 2,165,259
- 12,510
$ 2,220,896 $ 2,152,749
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Note 11 — Endowment (continued)

Endowment net assets by type consist of the following as of December 31, 2021 and December
31, 2020:

2021 2020
Without donor restrictions
Board-designated $ 467,266 $ 399,119
With donor restrictions
Restricted in perpetuity 1,753,630 1,753,630
Total endowment $ 2,220,896 $ 2,152,749

Return objectives and risk parameters

The objectives of the Organization are to maximize long-term returns consistent with prudent
levels of risk. Investment returns are expected to provide adequate funds to sufficiently support
designated needs and preserve or enhance the real value of the endowment. The Board
understands that some risk is appropriate for the generation of investment income.

Strategies employed for achieving objectives

To satisty its long-term rate of return objectives, the Organization assets should be invested in
accordance with sound investment practices which emphasize long-term investment
fundamentals and preservation of principal.

Invested assets must have a higher degree of principal protection while generating investment
income on a risk-adjusted basis.

Spending policy

Distributions from the investment portfolio will be made in an amount to approximate 90% of
the long-run return over inflation of the portfolio (“real rate of return”). That amount will be no
greater than 5% (with a recommended range of 3%-5%) of the value of the investment portfolio.

The value of the investment portfolio will be based on the month-end portfolio value of the
month immediately prior to the Board of Director’s approval of the budget. The amount to be
distributed each year shall be recommended annually by the Finance Committee as part of the
budget review and approval process, based on an evaluation of the Organization’s actual
portfolio performance and financial operations needs.

Additional amounts above 5% recommended by the Finance Committee require the approval of a
separate resolution by the Board of Directors.
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Note 12 — Special events

As part of its fundraising efforts, the Organization holds periodic special events. Revenue for
special events is recognized in the period in which the event is held. Direct expenses associated
with special events are netted against such revenue as follows:

2021 2020
Special event revenue $204,365 $130,647
Special event direct expenses 39,806 32,444
Special event revenue, net $164,559 $98,203

Note 13 — [L.ease commitment

The Organization leases office space under the terms of a lease which expires in July, 2022.
Rent expense related to this lease was $60,474 and $58,489 for the years ended December 31,
2021 and 2020, respectively. The rental agreement does provide incremental rent increases;
however, the amount is not material as it pertains to the lease period therefore, the rent expense
is not recorded on a straight-line basis.

Minimum future payments under the lease term for the years ending December 31st are as
follows:

Year

2022 $ 35,000

Note 14 — Risks and uncertainties

The Organization invests in various types of securities which are exposed to various risks, such
as interest rate risk, financial market risk and credit risk. Due to the level of risk associated with
investment securities, it is at least reasonably possible that changes in the values of investment
securities will occur in the near term and that those changes could materially affect the amounts
reported in the financial statements.

Note 15 — Retirement plan

The Organization sponsors a qualified 401(k) retirement plan for employees with at least one
year of employment. The Organization makes a contribution of four percent of an employee’s
salary, regardless of whether the employee contributes to the plan. The Organization incurred
$16,512 and $12,192 of expense in relation to this plan for the years ended December 31, 2021
and 2020, respectively.
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Note 16 — COVID-19 pandemic

In March, 2020 the World Health Organization (“WHO”) declared the outbreak of a novel
coronavirus (COVID-19) as a pandemic, which continues to spread throughout the United States.
The ultimate extent of the impact of any epidemic, pandemic or other health crisis on our
business, financial condition and results of operations will depend on future developments,
which are highly uncertain and cannot be predicted, including new information that may emerge
concerning the severity of such epidemic, pandemic or other health crisis and restrictive
measures taken to contain or prevent their further spread, among others. Accordingly, the

Organization cannot predict the extent to which the financial condition and results of operations
will be affected.

Note 17 — In-kind contribution of donated services

Donated services are recognized as contributions if the services (a) create or enhance
nonfinancial assets or (b) require specialized skills, performed by people with those skills, and
would otherwise be purchased. The Organization acknowledges the fair market value of donated
legal services of $1,000 for the year ended December 31, 2021, as unrestricted support with a
corresponding amount reported as professional fee expense.

Note 18 — Personnel Expense

In 2016, the Center entered into an agreement with a professional employer organization. Under
the terms of this agreement, all employees are on the payroll of the professional employer
organization and are leased to the Center

Note 19 — Subsequent events

Management has evaluated all subsequent events or transactions for potential recognition or
disclosure through October 10, 2022, the date these financial statements were available to be
issued.
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