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WATSON & McDONELL, PLLC
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Children's Alliance
Seattle, Washington
We have audited the accompanying financial statements of Children's Alliance (a Washington
nonprofit corporation), which comprise the statement of financial position as of June 30, 2017, the
related statements of activities, functional expenses, and cash flows for the year then ended, and the
related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes 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.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Children's Alliance as of June 30, 2017, 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.
Other Matter
Report on Summarized Comparative Information
We have previously audited Children's Alliance’s 2016 financial statements, and we expressed an
unmodified opinion on those audited financial statements in our report dated February 1, 2017. In
our opinion, the summarized comparative information presented herein as of and for the year ended
June 30, 2016, is consistent, in all material respects, with the audited financial statements from
which it has been derived.

December 22, 2017

CHILDREN'S ALLIANCE
Statement of Financial Position
June 30, 2017
(With Comparative Totals for 2016)
ASSETS
2017
Current assets:
Cash and cash equivalents
Pledges and grants receivable, net of allowance
Contracts and other receivables
Prepaid expenses and deposits
Total current assets
Fixed assets:
Furniture and equipment
Leasehold improvements
Less: accumulated depreciation and amortization
Total fixed assets
Other noncurrent assets:
Deposit
Pledges and grants receivable, net of current portion
Total noncurrent assets

$

$

626,257
316,234
1,150
40,018
983,659

2016
$

699,704
448,690
38,000
24,479
1,210,873

121,085
111,222
(195,569)
36,738

115,849
111,222
(159,385)
67,686

11,000
36,750
47,750

11,000
100,000
111,000

1,068,147

$

1,389,559

$

42,065
1,605
29,000
72,670

LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable
Payroll taxes and benefits payable
Accrued vacation payable
Total current liabilities

$

Noncurrent liabilities:
Deferred rent
Total liabilities
Net assets:
Unrestricted
Temporarily restricted
Total net assets
$

19,233
957
41,662
61,852
31,025
92,877

35,446
108,116

429,395
545,875

440,116
841,327

975,270

1,281,443

1,068,147

$

The accompanying notes should be read with these financial statements.
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1,389,559

CHILDREN'S ALLIANCE
Statement of Activities
For the Year Ended June 30, 2017
(With Comparative Totals for 2016)

Unrestricted
Revenues, gains and support:
Event revenue
$
Less: cost of direct benefits to donors

Grants, corporate and foundation
Contributions
Organizational membership dues
Contract revenue
In-kind donations
Other income
Net assets released from restrictions

161,204
(33,616)
127,588
395,378
186,163
55,062
10,000

Total
2017
$

$

304,500
82,250

Change in net assets
Net assets, beginning of year
$

Total
2016

161,204
(33,616)
127,588
699,878
268,413
55,062
10,000

$

166,015
(33,502)
132,513

5,368
682,202

(682,202)

5,368
-

1,054,381
103,025
52,295
57,711
6,704
16,406
-

1,461,761

(295,452)

1,166,309

1,423,035

1,060,319
229,126
183,037

1,060,319
229,126
183,037

1,057,745
227,067
139,783

1,472,482

1,472,482

1,424,595

-

Expenses:
Program services
Administration
Fundraising

Net assets, end of year

Temporarily
Restricted

-

(10,721)

(295,452)

440,116

841,327

429,395

$

545,875

(306,173)

$

(1,560)

1,281,443

1,283,003

975,270

$ 1,281,443

The accompanying notes should be read with these financial statements.
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CHILDREN'S ALLIANCE
Statement of Functional Expenses
For the Year Ended June 30, 2017
(With Comparative Totals for 2016)

Program
Services
Salaries and wages
Payroll taxes
Employee benefits
Total salaries and related expenses
Staff travel
Telephone and communication
Information technology
Printing
Postage
Rent and utilities, net
Contract services
Professional fees
Supplies
Dues and subscriptions
Conferences, events and meetings
Staff training
Contributions and awards
Insurance and bonding
Depreciation and amortization
Other expenses

$ 600,460
53,052
64,157
717,669

Support Services
Fundraising
Administration
$

16,641
12,547
8,286
5,196
1,506
90,443
132,644
1,142
3,265
37,018
2,480
5,000
25,600
882
$ 1,060,319

99,604
8,030
10,011
117,645

$

785
482
16,630
3,033
127
13,975
32,509
15,500
4,358
426
2,145
478
500
8,284
8,484
3,765
$

229,126

$

107,189
9,128
9,678
125,995

Total
2017
$

Total
2016

807,253
70,210
83,846
961,309

$ 809,846
70,260
64,716
944,822

201
480
6,600
3,678
3,536
15,580
13,878
3,542
2,490
2,100
4,957

17,627
13,509
31,516
11,907
5,169
119,998
179,031
15,500
9,042
3,691
41,653
2,958
5,500
8,284
36,184
9,604

18,524
11,954
22,429
15,843
3,682
113,488
160,395
21,954
10,668
1,680
46,117
3,363
933
5,927
34,921
7,895

183,037

$ 1,472,482

$ 1,424,595

The accompanying notes should be read with these financial statements.
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CHILDREN'S ALLIANCE
Statement of Cash Flows
For the Year Ended June 30, 2017
(With Comparative Totals for 2016)

2017
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets
to cash provided (used) by operations:
Depreciation and amortization
Donated stock
Decrease (increase) in contracts and other receivables
Decrease (increase) in pledges and grants receivable, net
Decrease (increase) in prepaid expenses and deposits
(Decrease) increase in accounts payable
(Decrease) increase in payroll taxes and benefits payable
(Decrease) increase in deferred rent
(Decrease) increase in accrued vacation payable

$

Cash provided (used) by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of equipment
Cash provided (used) by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

(306,173)

2016
$

(1,560)

36,184
36,850
195,706
(15,539)
(22,832)
(648)
(4,421)
12,662

34,921
1,498
(9,370)
19,977
(2,061)
23,785
591
(11,171)
(11,782)

(68,211)

44,828

(5,236)

(9,328)

(5,236)

(9,328)

(73,447)

35,500

699,704

664,204

626,257

$

The accompanying notes should be read with these financial statements.
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CHILDREN'S ALLIANCE
Notes to Financial Statements
For the Year Ended June 30, 2017

NOTE 1 – NATURE OF THE ORGANIZATION
Children's Alliance (the Alliance) is a Washington nonprofit corporation whose purpose is to advance
fair and just public policy for children and families in the State of Washington. To this end,
Children’s Alliance works collaboratively to promote the development and preservation of laws,
policies and programs that support children and families, and to promote awareness of the needs and
circumstances of children.

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of accounting
The financial statements of Children's Alliance have been prepared on the accrual basis of
accounting and accordingly reflect all significant receivables, payables, and other liabilities.
Financial statement presentation
The Alliance reports information regarding its financial position and activities according to three
classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets. The Alliance has no permanently restricted net assets.
Cash and cash equivalents
For the purpose of the statement of cash flows, the Alliance considers highly liquid investments with
maturities of three months or less to be cash equivalents.
Receivables
Receivables are stated at the amount management expects to collect from outstanding balances.
Management provides for uncollectible accounts by adjustment to a valuation allowance based on its
assessment of the current status of individual receivables from pledges and grants. The allowance is
an estimate based on past experience. It is the Alliance’s policy to charge off uncollectible accounts
receivable when management determines the receivable will not be collected.
Furniture, equipment and leasehold improvements
Furniture, equipment and leasehold improvements are carried at cost or, if donated, at the
approximate fair value at the date of donation. Purchases and improvements over $500 are
capitalized, while expenditures for maintenance and repairs are charged to expense as incurred.
Depreciation is computed using the straight-line method over estimated lives of three to five years.
Leasehold improvements are amortized over the remaining term of the lease (see Note 7).
In-kind donations
In-kind donations are recorded at their estimated fair market values at the date of donation.
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CHILDREN'S ALLIANCE
Notes to Financial Statements
For the Year Ended June 30, 2017

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
In-kind donations, continued
The Alliance recognizes donated services that create or enhance nonfinancial assets or that require
specialized skills, are provided by individuals possessing these skills and would typically need to be
purchased if not provided by donation.
Restricted and unrestricted revenue and support
Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
support depending on the existence and/or nature of any donor restrictions. Contributions that are
restricted by the donor are reported as increases in unrestricted net assets if the restrictions expire in
the reporting period in which the revenue is recognized. All other donor-restricted contributions are
reported as increases in temporarily restricted or permanently restricted net assets, depending on the
nature of the restrictions. When a restriction expires, temporarily restricted net assets are reclassified
to unrestricted net assets and reported in the statement of activities as net assets released from
restriction.
The Alliance recognizes organizational memberships as contributions when received. Such
memberships are recognized when pledged.
Use of estimates in the preparation of financial statements
The preparation of financial statements in conformity with accounting principles generally accepted
in the United States 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.
Comparative totals
The financial information includes certain prior-year summarized comparative information in total
but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Alliance’s financial statements for the year ended
June 30, 2016, from which the summarized information was derived.
Allocation of expenses
The costs of providing programs and other activities have been summarized on a functional basis in
the statement of activities. Accordingly, certain costs have been allocated among the programs and
supporting services benefited. Salaries are allocated based on the time estimated to have been
devoted to each service. Other expenses are allocated on the basis of specific identification and on
the basis of the allocated salaries.
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CHILDREN'S ALLIANCE
Notes to Financial Statements
For the Year Ended June 30, 2017

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
Allocation of expenses, continued
The services are defined as follows:
Program services
Expenses incurred in carrying on activities, conferences and programs.
Administration
Expenses associated with the overall direction of the organization, the provision of
accounting services, and office and systems support.
Fundraising
Expenses associated with solicitation of operating funds from individuals and organizations,
and related record keeping.
Income tax
Children's Alliance is exempt from federal income tax under Internal Revenue Code Section
501(c)(3). It is not a private foundation within the meaning of Section 509(a) of the Code because it
is an organization described in Sections 509(a)(1) and 170(b)(1)(A)(vi). The Alliance’s income tax
filings are subject to examination by various taxing authorities. The Alliance believes that it has
appropriate support for any tax positions taken, and as such, does not have any uncertain tax
positions that are material to the financial statements.

NOTE 3 – TEMPORARILY RESTRICTED NET ASSETS
Temporarily restricted net assets are restricted for subsequent years’ activities in the following
program areas: child health, childhood hunger, and early learning.

NOTE 4 – PLEDGES AND GRANTS RECEIVABLE
Unconditional promises to give are recorded as receivables and revenue when received. Pledges and
grants, both restricted and unrestricted, expected to be collected within one year, are recorded at their
net realizable value and are shown net of an allowance for doubtful accounts of $4,000 at June 30,
2017. Pledges and grants that are expected to be collected in greater than one year are recorded at
the present value of estimated cash flows, which approximates fair value. No discount was recorded
in the current fiscal year as the amount was immaterial.
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CHILDREN'S ALLIANCE
Notes to Financial Statements
For the Year Ended June 30, 2017

NOTE 4 – PLEDGES AND GRANTS RECEIVABLE, CONTINUED
Pledges and grants receivable are expected to be realized in the following time frame:
Less than one year
One to five years
Allowance for doubtful accounts

$

$

320,234
36,750
(4,000)
352,984

NOTE 5 – PENSION PLAN
The Alliance maintains a simplified employee pension plan covering all permanent employees. The
employer contributes to the pension plan within the limits of available funds. No contributions were
made during the year ended June 30, 2017.
NOTE 6 – CONCENTRATIONS OF RISK
The Alliance maintains cash balances at high-credit-quality institutions. At times the bank balances
may exceed the federally insured limit. At June 30, 2017, $549,132 was invested in a bank-insured
deposit program which carries FDIC insurance protection. There are no uninsured cash balances at
June 30, 2017.
In fiscal year 2017, total awards from five grantors represented 48 percent of revenue and support.
At June 30, 2017, two grant awards represented 50 percent of the total receivable balance.
NOTE 7 – LEASES
The Alliance leases office space in Seattle with a current base rate of $9,517 per month, plus annual
increases of three percent and a pro rata share of operating expenses of the building. A lease
amendment was signed during fiscal 2016 resulting in lease charges of $417 per month for pro rata
share of building operating expenses, retroactive to January 1, 2014. The lease expires March 31,
2019.
Rent expense is being recorded on a straight-line basis over the term of the lease in accordance with
FASB Accounting Standards Codification Topic 840, Leases. The deferred portion of rent is shown
as a liability in the statement of financial position.
The Alliance leases equipment at $722 per month. The lease expires September 2019.
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CHILDREN'S ALLIANCE
Notes to Financial Statements
For the Year Ended June 30, 2017

NOTE 7 – LEASES, CONTINUED
Total rental expenses for these leases in fiscal 2017 were $112,296. Future minimum payments
under the leases are as follows for the year ended June 30:
2018
2019
2020

$

$

129,187
101,744
2,481
233,412

NOTE 8 – CONTINGENCIES
Amounts received from grantor agencies are subject to audit and adjustments by the grantor agency.
Any disallowed cost, including amounts already collected, may constitute a liability for the Alliance.
The amounts, if any, of expenditures which may be disallowed by the grantor are recorded at the time
that such amounts can be reasonably determined, normally upon notification of the granting agency.
During the year ended June 30, 2017, no such adjustments were made.

NOTE 9 – SUBSEQUENT EVENTS
The Alliance has evaluated subsequent events through December 22, 2017, which is the date the
financial statements were available to be issued, and has determined that there are no subsequent
events that require disclosure.
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