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Report of Independent Auditors

Board of Directors
SOS Children's Villages USA, Inc.

Opinion

We have audited the financial statements of SOS Children's Villages USA, Inc. (the

Organization), which comprise the statements of financial position as of December 31, 2023 and
2022, and the related statements of activities and changes in net assets, 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 the Organization as of December 31, 2023 and 2022, and the changes in its net
assets 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 (GAAS). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Organization and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our 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 the
Organization’s ability to continue as a going concern for one year after the date that the financial
statements are available to be issued.

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
GAAS 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.
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In performing an audit in accordance with GAAS, 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 the Organization’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 the Organization’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.

%{.«am ko= LLP

Park Ridge, lllinois
September 6, 2024



SOS Children's Villages USA, Inc.

Statements of Financial Position

As of December 31, 2023 and 2022

(Restated)
2023 2022
Assets
Current assets:

Cash and cash equivalents $ 1,531,747 $ 1,002,285

Short term investments 2,258,723 5,807,027

Contributions receivable 230,046 17,850

Prepaid expenses and other assets 155,817 148,244

Short term ROU assets - operating lease 164,450 148,122
Total current assets 4,340,783 7,123,528
Non-current assets:

Investments 3,896,697 3,401,527

Contributions receivable - 230,316

Deposits 69,020 50,888

ROU assets - operating lease 1,112,595 1,290,624

Cash surrender value of life insurance 58,360 62,162
Total assets $ 9,477,455 $ 12,159,045
Liabilities and net assets
Current liabilities:

Accounts payable and accrued expenses $ 878,649 $ 1,368,087

Grants payable 2,335,638 3,386,331

Short term lease liabilities - operating lease 171,885 151,355
Non-current liabilities:

Lease liabilities - operating lease 1,236,446 1,438,235
Total liabilities 4,622,618 6,344,008
Net assets:

Without donor restriction 3,746,098 4,657,314

With donor restriction 1,108,739 1,157,723
Total net assets 4,854,837 5,815,037
Total liabilities and net assets $ 9477455 $ 12,159,045

See accompanying notes to the financial statements.
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SOS Children's Villages USA, Inc.

Statement of Activities and Changes in Net Assets

Year ended December 31, 2023

Without donor With donor

restrictions restrictions Total

Revenue
Contributions $ 1,939539 $ 3,469,133 $ 5,408,672
Investment income, net 425,054 - 425,054
Other income 18,880 - 18,880
Net assets released from restrictions 3,518,117 (3,518,117) -
Total revenue and support 5,901,590 (48,984) 5,852,606
Expenses
Program expenses:

Children's villages and programs 4,229,611 - 4,229,611

Education and advocacy 714,997 - 714,997

Total program expenses 4,944,608 - 4,944,608

Supporting expense:

Management and general 819,731 - 819,731

Fundraising 1,048,467 - 1,048,467

Total supporting expenses 1,868,198 - 1,868,198

Total expenses 6,812,806 - 6,812,806
Change in net assets (911,216) (48,984) (960,200)
Net assets, beginning of year, as restated 4,657,314 1,157,723 5,815,037
Net assets, end of the year $ 3746098 $ 1,108,739 $ 4,854,837

See accompanying notes to the financial statements.
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SOS Children's Villages USA, Inc.

Statement of Activities and Changes in Net Assets

Year ended December 31, 2022

Without donor With donor (Restated)
restrictions restrictions Total

Revenue
Contributions $ 8189387 $ 5087362 $ 13,276,749
Investment income, net 29,590 - 29,590
Other income 241,491 - 241,491
Net assets released from restrictions 4,967,313 (4,967,313) -
Total revenue and support 13,427,781 120,049 13,547,830
Expenses
Program expenses:

Children's villages and programs 5,688,521 - 5,688,521

Education and advocacy 744,973 - 744,973

Total program expenses 6,433,494 - 6,433,494

Supporting expenses:

Management and general 921,313 - 921,313

Fundraising 780,047 - 780,047

Total supporting expenses 1,701,360 - 1,701,360

Total expenses 8,134,854 - 8,134,854
Change in net assets 5,292,927 120,049 5,412,976
Net (deficit) assets, beginning of year, as

previously reported (1,900,333) 1,037,674 (862,659)
Restatement 1,264,720 - 1,264,720
Net (deficit) assets beginning of year, as

restated (635,613) 1,037,674 402,061
Net assets, end of year $ 4657314 $ 1,157,723 $ 5815037

See accompanying notes to the financial statements.

5



Salaries

Benefits

Staff travel

Office expense

Postage and delivery

Staff development & training
Professional fees and services
Insurance

Office rent and storage
Telephone

Equipment lease

Information technology and software
Membership fees

Direct marketing appeals

Village and other support grants
Miscellaneous

Total functional expenses

SOS Children's Villages USA, Inc.

Statement of Functional Expenses

Year ended December 31, 2023

Children's Total Total
Villages and Education Program Management Support
Programs  and Advocacy Services and General  Fundraising Services Total
$ 680,378 $ 198,755 $ 879,133 $ 264,324 $ 442,386 $ 706,710 $ 1,585,843
123,388 36,045 159,433 47,936 80,228 128,164 287,597
168 18,367 18,535 20,523 3,460 23,983 42,518
6,845 1,997 8,842 2,656 7,024 9,680 18,522
9,280 25,853 35,133 22,538 8,618 31,156 66,289
1,431 417 1,848 556 931 1,487 3,335
210,800 46,810 257,610 61,775 110,889 172,664 430,274
11,128 3,251 14,379 4,323 7,236 11,559 25,938
76,794 22,433 99,227 29,834 49,932 79,766 178,993
13,833 4,041 17,874 5,374 8,994 14,368 32,242
10,881 3,179 14,060 4,227 7,075 11,302 25,362
78,783 21,122 99,905 25,644 45,128 70,772 170,677
288,045 84,145 372,190 111,904 187,289 299,193 671,383
87,981 245,090 333,071 213,668 81,697 295,365 628,436
2,618,331 - 2,618,331 - - - 2,618,331
11,545 3,492 15,037 4,449 7,580 12,029 27,066
$ 4229611 $ 714,997 $ 4944608 $ 819,731 $ 1,048467 $ 1,868,198 $ 6,812,806

See accompanying notes to the financial statements.
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Salaries

Benefits

Staff travel

Office expense

Postage and delivery

Staff development & training
Professional fees and services
Insurance

Office rent and storage
Telephone

Equipment lease

Information technology and software
Membership fees

Direct marketing appeals

Village and other support grants
Miscellaneous

Total functional expenses

SOS Children's Villages USA, Inc.

Statement of Functional Expenses

Year ended December 31, 2022

Children's Total Total
Villages and Education Program Management Support
Programs  and Advocacy Services and General  Fundraising Services Total
$ 379,896 $ 259,467 $ 639,363 $ 303,762 $ 248,809 $ 552,571 $ 1,191,934
67,582 46,158 113,740 54,038 44,262 98,300 212,040
4,474 2,522 6,996 11,828 9,184 21,012 28,008
6,106 4,154 10,260 4,863 3,983 8,846 19,106
115,127 1,929 117,056 2,258 1,850 4,108 121,164
22,688 16,216 38,904 18,141 15,089 33,230 72,134
132,232 92,500 224,732 87,275 127,476 214,751 439,483
9,631 6,578 16,209 7,701 6,307 14,008 30,217
64,283 43,905 108,188 51,400 42,101 93,501 201,689
10,887 7,436 18,323 8,705 7,130 15,835 34,158
11,056 7,551 18,607 8,841 7,241 16,082 34,689
68,589 60,418 129,007 50,690 41,520 92,210 221,217
265,303 181,201 446,504 212,135 173,758 385,893 832,397
539,834 6,160 545,994 89,633 43,111 132,744 678,738
3,978,147 - 3,978,147 - - - 3,978,147
12,686 8,778 21,464 10,043 8,226 18,269 39,733
$ 5688521 $ 744973 $ 6433494 $ 921,313 $ 780,047 $ 1,701,360 $ 8,134,854

See accompanying notes to the financial statements.
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SOS Children's Villages USA, Inc.

Statements of Cash Flows

Years ended December 31, 2023 and 2022

Cash flow from operating activities
Net change in net assets $
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:
Restatement
Noncash lease expense
Change in fair value of investments
Changes in operating assets and liabilities:
Contributions receivable
Prepaid expenses and other assets
Cash surrender value of life insurance
Deposits
Accounts payable and accrued expenses
Grants payable
Lease liabilities - operating leases

Net cash (used in) provided by operating activities

Cash flow from investing activities
Purchases of investments and reinvested earnings
Proceeds from sale of investments

Net cash provided by (used in) investing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

(Restated)
2023 2022

(960,200) $ 5,412,976

- 1,264,720

161,701 129,251
(205,274) (48,043)
18,120 156,353
(7,573) 16,546
3,802 -
(18,132) -
(489,438) (375,177)
(1,050,693) (1,027,255)
(181,259) (158,977)
(2,728,946) 5,370,394
(219,780) (7,621,703)
3,478,188 1,369,560
3,258,408 (6,252,143)
529,462 (881,749)
1,002,285 1,884,034
1,531,747 $ 1,002,285

See accompanying notes to the financial statements.
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SOS Children's Villages USA, Inc.

Notes to Financial Statements

Years ended December 31, 2023 and 2022

Note 1 - Organization and Nature of Activities

Organization

SOS Children's Villages USA, Inc. (the Organization) supports the effort of SOS Children's Village
International both in the USA and around the globe. SOS Children's Village International, a global
federation, builds families for orphaned, abandoned and other vulnerable children in 135 countries.
In the United States, villages are currently located in Florida and lllinois. Founded in 1949, we are the
largest nonprofit federation in the world dedicated to the care of orphaned, abandoned and other
vulnerable children. Through our family support and care programs, medical centers, schools and
emergency relief efforts, SOS Children's Village impacts the lives of millions of children and families.

Note 2 - Significant Accounting Policies

Basis of Accounting

The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States (GAAP) promulgated by the Financial Accounting
Standards Board Accounting Standards Codification (ASC or the guidance).

Use of Estimates

Preparation of financial statements in accordance with GAAP 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, and those differences could be material.

Net Assets

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor
imposed restrictions. Accordingly, 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 restrictions.

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 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 has been fulfilled, or both.



SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 2 - Significant Accounting Policies (Continued)

Grants Payable

The Organization records grants as liabilities upon approval by the Board of Directors. Grants
payable are generally to affiliates of SOS-Kinderdorf International (KDI) and disbursed subsequent to
board approval and upon request of affiliates. Grants approved but unpaid as of December 31, 2023
and 2022 are expected to be paid within the next operating cycle as such, discounting grants
payable is not deemed to be necessary.

Cash and Cash Equivalents

The Organization considers all cash and highly liquid financial instruments with original maturities of
three months or less, which are neither held for nor restricted by donors for long-term purposes, to
be cash and cash equivalents. At various times throughout the year cash and cash equivalents may
exceed the federally insured limit; however, the Organization has not experienced any losses in such
accounts and management believes it is not exposed to any significant credit risk.

Functional Allocation of Expenses

The costs of program and supporting services activities have been summarized in the statements of
activities and changes in net assets. The statements of functional expenses present the natural
classification detail of expenses by function. Certain categories of expenses are attributed to more
than one program or supporting function, and therefore, require allocation on a reasonable basis
that is consistently applied. Salaries and wages, employee benefits, payroll taxes, office and
educational expenses are allocated on the basis of estimates of time and effort.

Income Taxes

The Organization is exempt from federal and state income taxes under Section 501(c)(3) of the
Internal Revenue Code and has been classified as an organization that is not a private foundation.
The Organization is subject to income tax on any unrelated business income less applicable
deductions. The Organization determined that it was not required to record a liability related to
uncertain tax positions.
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SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 2 - Significant Accounting Policies (Continued)

Fair Value Measurement and Disclosure

Financial assets and liabilities are reported at fair value in the financial statements based on the
framework established in the fair value measurement and disclosure accounting guidance. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction in the principal, or most advantageous, market at the measurement date under market
conditions regardless of whether that price is directly observable or estimated using another
valuation technique. The framework is based on input in the valuation and requires that observable
inputs be used in the valuation when available. The disclosure of fair value estimates in the fair
value accounting guidance includes a hierarchy based on whether significant valuation inputs are
observable. In determining the level of the hierarchy, the highest priority is given to unadjusted
quoted prices in active markets and the lowest priority to unobservable inputs that reflect our
significant assumptions. The three levels of the hierarchy are as follows:

Level 1 - Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or
liabilities traded in active markets that the Organization can access at the measurement date.

Level 2 - Inputs other than quoted prices including within Level 1 that are observable for the asset
or liability, either directly or indirectly. These include quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in markets that are not
active, inputs other than quoted prices that are observable for the asset or liability and market
corroborated inputs.

Level 3 - Inputs to the valuation methodology are unobservable for the asset or liability and are
significant to the fair value measurement.

In some cases, the inputs used to measure the fair value of an asset or liability might be categorized
within different levels of the fair value hierarchy. In those cases, the fair value measurement is
categorized in its entirety in the same level of the fair value hierarchy as the lowest level input that is
significant to the entire measurement. Assessing the significance of a particular input to the entire
measurement requires judgment, taking into account factors specific to the asset or liability.

Fair values are based on quoted market prices when available (Level 1). When market prices are not
available, fair value is generally estimated using current market inputs for similar financial
instruments with comparable terms and credit quality, commonly referred to as matrix pricing
(Level 2). In instances where there is little or no market activity for the same or similar instruments,
estimates of fair value are made using methods, models and assumptions that management
believes are relevant to the particular asset or liability. This may include discounted cash flow
analysis or other income based approaches (Level 3). These valuation techniques involve some level
of management estimation and judgment. Where appropriate, adjustments are included to reflect
the risk inherent in a particular methodology, model or input used and are reflective of the
assumptions that market participants would use in valuing assets or liabilities.
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SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 2 - Significant Accounting Policies (Continued)

Investments

The Organization records investment purchases at cost, or if donated, at fair value on the date of
donation. Subsequent to initial recording investments are reported at their fair values in the
statements of financial position. Net investment return or loss is reported in the statements of
activities and changes in net assets and consists of interest and dividend income, realized and
unrealized capital gains and losses, less external and direct internal investment expenses.

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 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.

Contributions Receivable

Contributions, including unconditional promises to give, are recorded when received. Contributions
are considered to be available for unrestricted use unless specifically restricted by donors.
Unconditional promises to give due in the next year are recorded at their net realizable value which
approximates fair value. Unconditional promises to give due in more than one year are reported at
fair value, on a nonrecurring basis, using the present value technique and are determined to be level
2 within the fair value hierarchy. The Organization selects a risk-adjusted interest rate designed to
reflect the assumptions market participants would use in pricing the asset. In subsequent years,
amortization of the discount is included in contribution revenue in the statement of activities and
changes in net assets.

The Organization establishes an allowance for doubtful accounts for receivables based on a review
by management of the likelihood of collectibility. Management records adjustments as necessary to
bad debt expense for uncollectible receivables. These adjustments are reflected in the statements of
activities and changes in net assets in the period written off. For the years ended December 31, 2023
and 2022, no amounts were recorded as bad debt expense.

Contributions

Contributions received are recorded as revenues without donor restriction or with donor restriction
based on the existence or nature of any donor restrictions. When a restriction expires, that is, when
a stipulated time restriction ends or purpose is accomplished, net assets with donor restriction are
reclassified to net assets without donor restriction and are reported in the statements of activities
and changes in net assets as net assets released from restrictions. Grants awarded for which all
requirements for payment have not been met are recorded as recoverable grants in the statement
of activities and changes in net assets in the year management determines no further obligation
exist.
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SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 2 - Significant Accounting Policies (Continued)

Conditional promises to give, with a measurable performance obligation or other barrier and a right
of return, are not recognized in the statement of activities and changes in net assets until the
conditions on which they depend have been met. Amounts received prior to meeting the conditions
are reported as refundable advances in the statement of financial position.

In-Kind Contributions

Contributed goods are recorded at fair value at the date of donation and primarily consists of radio
and billboard advertisements directed towards educating the general public about orphaned
children and the role parents play in their development.

Property and Equipment

Property and equipment are recorded at cost and depreciated on a straight line basis over the
estimated useful lives of the assets (3-10 years). The Organization capitalizes all property and
equipment purchases in excess of $2,000 with a useful life greater than one year.

Leases

The Organization determines if an arrangement is a lease or contains a lease at inception of a
contract and classifies each lease as an operating or finance lease. A contract is determined to be or
contain a lease if the contract conveys the right to control the use of identified property, plant, or
equipment (an identified asset) in exchange for consideration. The Organization records a ROU
asset for the right to use an underlying asset for the lease term and a lease liability, on a discounted
basis, for the obligation to make lease payments arising from the lease. The Organization has
elected the risk free rate as the discount rate for all its underlying leased assets. ROU assets are
subject to review for impairment.

For operating leases, lease expense relating to fixed payments is recognized on a straight-line basis
over the lease term and lease expense relating to variable payments is expensed as incurred. The
Organization has elected as an accounting policy not to record ROU assets and lease liabilities that
arise from short-term leases for any class of underlying asset.

Reclassifications
Certain accounts in the prior year consolidated financial statements have been reclassified for
comparative purposes to conform to the current year presentation.

Subsequent Events

The Organization has evaluated subsequent events for disclosure and recognition through
September 6, 2024, the date on which these financial statements were available to be issued.
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SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 3 - Restatement

The Organization has restated its financial statements as of January 1, 2022 to reflect the effect of
writing off grants payable balances for which the Organization had no remaining obligation. The
effects of this correction as of January 1, 2022 are as follows:

As previously

Financial statement line reported Adjustment As Restated
Net assets without donor restrictions $ (1,900,333) $ 1,264,720 $ (635,613)
Grants payable $ 4,651,051 $ (1,264,720) $ 3,386,331

Note 4 - Liquidity and Availability of Resources

Financial assets available for general expenditure, that is, without donor or other restrictions limiting
their use, within one year of the date of the statement of financial position, comprise the following:

2023 2022

Cash and cash equivalents $ 1,531,747 $ 1,002,285
Short-term investments 2,258,723 5,807,027
Long-term investments 3,896,697 3,401,527
Contributions receivable 230,046 17,805
Total financial assets available within one year 7,917,213 10,228,644
Less amounts restricted in perpetuity (449,442) (449,442)
Total financial assets available to management for general

expenditures within one year $ 7467771 $ 9,779,202

As part of its liquidity management plan, the Organization structures its financial assets to be
available as its obligations come due. Management considers net assets with donor restrictions in
which restrictions expire within one year of the date of the statement of financial position to be
available.
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SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 5 - Investments and Fair Value Measurements

The following table shows assets and liabilities measured at fair value on a recurring basis.

Fair Value Measurements at, December 31, 2023:

Quoted Prices in Significant
Active Markets  Significant Other =~ Unobservable
for Identical Observable Inputs
Asset Assets (Level 1) _Inputs (Level 2) (Level 3) Total
Money market funds $ 39,594 % - - 39,594
Mutual funds 2,266,071 - - 2,266,071
Common stocks 240,048 - - 240,048
Corporate bonds - 1,634,216 - 1,634,216
Government
securities 1,975,491 - - 1,975,491
Total investments $ 4,521,204 $ 1,634,216 - 6,155,420
Fair Value Measurements at, December 31, 2022:
Quoted Prices in Significant
Active Markets  Significant Other =~ Unobservable
for Identical Observable Inputs
Asset Assets (Level 1) Inputs (Level 2) (Level 3) Total
Money market funds $ 293,631 $ - - 293,631
Mutual funds 5,513,396 - - 5,513,396
Common stocks 55,230 - - 55,230
Corporate bonds - 635,920 - 635,920
Government
securities 2,710,377 - - 2,710,377
Total investments $ 8,572,634 $ 635,920 - 9,208,554
Note 6 - Contributions Receivable
Contributions receivable are estimated to be collected as follows as of December 31:
2023
Due within one year 230,046 $ 17,850
Due within 1-5 years - 230,316
230,046 248,166
Less allowance for doubtful accounts - -
Contributions receivable, net 230,046 $ 248 166
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SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 7 - Leases

The Organization entered into an operating lease for office space in Washington, D.C. which runs
from May 2020 through April 2031. The lease also contains yearly rental increases based on CPI.

The Organization's lease costs, terms and discount rates are as follows for the year ending
December 31, 2023:

2023 2022
Operating lease cost:
Lease cost $ 186,129 $ 186,129
Total lease cost $ 186,129 $ 186,129

Other Information
Cash paid for amounts included in the

measurement of lease liabilities:

Operating cash flows from operating leases  $ 189,769 186,048
ROU assets obtained in exchange for new

operating lease liabilities $ - 1,748,567
Weighted-average remaining lease term -

operating leases 8 years 9 years
Weighted-average discount rate - operating

leases 1.63 % 1.63 %

Future minimum lease payments and reconciliation to the balance sheet as of December 31, 2023
are as follows:

Operating
2024 $ 193,564
2025 197,436
2026 201,384
2027 205,412
2028 209,520
Thereafter 504,835
Total undiscounted future lease payments 1,512,151
Less: present value adjustment (103,820)
Lease liability $ 1,408,331

The Organization does not have any lease commitments that have not yet commenced as of
December 31, 2023.
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SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 8 - Allocation of Joint Costs of Direct Mailings

The Organization produces mailings that include programmatic, fundraising and administrative
information, together, with a request for contributions in support of SOS's mission. The costs of
producing these mailings is not directly attributable to any single function. In 2023, SOS incurred
joint costs of $694,724 for informational materials and activities that included fundraising appeals.
Of those costs, $364,975 were allocated to program expenses, $236,206 were allocated to
management and general, and $90,314 remained in fundraising.

Note 9 - Commitments

Shared Treasury Services

Effective December 31, 2016, the Organization entered into an arrangement with SOS-KDI Shared
Treasury Services (STS) to manage grant funds transferred with the objective of mitigating financial
risks to safeguard SOS-KDI funding obligations. Under the terms of this arrangement, the
Organization commits to an annual budget of fund transfers that include sponsorships and other
gifts. Such transfers are invested in trust with funds of other affiliated entities and remain the
property of the Organization until it is disbursed to the intended recipient. Each participant of the
trust is allocated its share of foreign exchange gains and losses, interest, and bank charges. During
the years ended December 31, 2023 and 2022, the Organization recognized a loss of approximately
$(115,600) and $(10,000), respectively, on the invested balance.

Note 10 - Retirement Plan

The Organization maintains a 403(b) Defined Contribution Plan for all employees who have met the
eligibility requirements. The Organization contributed 0% of compensation for eligible employees in
2023 and 2022. For the years ending December 31, 2023 and 2022, the Organization recorded
contributions to the Plan of approximately $63,000 and $47,000, respectively.

Note 11 - Net Assets With Donor Restrictions

Net assets with donor restrictions are restricted for the following purposes or periods:

Balance Balance
December 31, December 31,
2022 Additions Released 2023
Purpose restricted:
International Sponsors $ 128,012 $ 1,106,510 $ (1,067,138) $ 167,384
International Grants 580,269 1,459,773 (1,548,129) 491,913
Admin Fee - 902,850 (902,850) -
Perpetual in nature 449,442 - - 449,442

$ 1,157,723 '$ 3469133 $ (3,518,117) $ 1,108,739
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SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 11 - Net Assets With Donor Restrictions (Continued)

Balance Balance
December 31, December 31,
2021 Additions Released 2022
Purpose restricted:
International Sponsors $ 128,012 $ 1,043,567 $ (1,043,567) $ 128,012
International Grants 460,220 2,934,390 (2,814,341) 580,269
Admin Fee - 1,109,405 (1,109,405) -
Perpetual in nature 449,442 - - 449,442

$ 1,037,674 % 5087362 $ (4967313) $ 1,157,723

Net assets were released from donor restrictions by incurring expenses satisfying the restricted
purpose or by the passage of time.

Note 12 - Endowment

In December 2021, the RBG endowment fund, a donor-restricted endowment, was created with a
$345,211 contribution to the Organization of which $201,136 was received in 2022. The primary
purpose of the RBG endowment fund is to provide support to existing programs managed by and
consistent with the mission and purposes of the Organization. A portion of investment earnings
generated by the RBG endowment are available to fund activities at the Board's discretion.

The Organization has interpreted the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as requiring the preservation of the fair value of the original gifts as of the date of the
donor restricted endowment funds, unless there are explicit donor stipulations to the contrary. At
December 31, 2023, there were no such donor stipulations. As a result of this interpretation, the
Organization retains in perpetuity (a) the original value of the initial and subsequent gift amounts
(including promises to give net of discount and allowance for uncollectible amounts) donated to the
endowment fund, (b) the original value of subsequent gifts to the permanent endowment, and (c)
any accumulations to the endowment made in accordance with the direction of the applicable
donor gift instrument at the time the accumulation is added to the fund. Donor restricted amounts
not retained in perpetuity are subject to appropriation for expenditure in a manner consistent with
the standard of prudence prescribed by UPMIFA.
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SOS Children's Villages USA, Inc.

Notes to Financial Statements (Continued)

Note 12 - Endowment (Continued)

The Organization considers the following factors in making a determination to appropriate or
accumulate donor restricted endowment funds:

e The duration and preservation of the fund

e The purpose of the organization and the donor restricted endowment fund
e General economic conditions

e The possible effect of inflation and deflation

e The expected total return from income and the appreciation of investments
e Other resources of the organization

e The investment policies of the organization

The Organization's investment strategy is to invest in assets that would produce results exceeding
the investment's purchase price and incur a significant yield of return, while assuming a moderate
level of investment risk. The Organization expects its Endowment Fund, over time, to provide a
reasonable rate of return. To satisfy the long-term rate-of-return objective, the Organization relies
on a total return strategy in which investment returns are achieved through both capital
appreciation (realized and unrealized) and current yield (interest and dividends). The Council targets
a diversified asset allocation to achieve its long-term return objectives within prudent risk
constraints.

From time to time, certain donor-restricted endowment funds may have fair values less than the
amount required to be maintained by donors or by law (underwater endowments). The
Organization has interpreted UPMIFA to permit spending from underwater endowments in
accordance with prudent measures required under law. As of December 31, 2023 and 2022, no
endowment fund was underwater.

Changes in endowment net assets for the year ended December 31, 2023 are as follows:

Without Donor With Donor

Restrictions Restrictions Total
Endowment net assets January 1, 2022 $ -3 449,442 % 449,442
Endowment net assets December 31, 2022 - 449,442 449,442
Endowment net assets, December 31, 2023 $ - 3 449,442 $ 449,442
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