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INDEPENDENT AUDITORS’ REPORT

Board of Directors

Children's Place Association
and its Affiliated Organizations

Chicago, lllinois

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Children's Place Association
and its Affiliated Organizations (collectively, the Association), which comprise the consolidated statements
of financial position as of June 30, 2018 and 2017, and the related consolidated statements of activities,
cash flows, and functional expenses and directly related program services revenue for the years then
ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audits to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Association’s preparation and fair presentation of the consolidated 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 Association’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 consolidated financial statements.
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Board of Directors
Children's Place Association
and its Affiliated Organizations

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Association as of June 30, 2018 and 2017, and the changes in
their net assets and their cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 27,
2019, on our consideration of the Association’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements, and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the Association’s internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Association’s internal control over financial reporting and compliance.

Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying supplementary information is presented for purposes of
additional analysis and is not a required part of the consolidated financial statements, but is
supplementary information required by the lllinois Department of Children and Family Services. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the consolidated financial statements. The
information has been subjected to the auditing procedures applied in the audit of the consolidated
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the consolidated
financial statements or to the consolidated financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, except for the Program Listing, Report of Service Units/Days/Nights, the Schedule of
Program Personnel, and the Schedule of Program Consultant and Contractual, on which we express no
opinion, the information is fairly stated, in all material respects, in relation to the consolidated financial
statements as a whole.

CliftonLarsonAllen LLP

Oak Brook, lllinois
March 27, 2019
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CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2018 AND 2017

2018 2017
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 231,363 $ 626,619
Accounts Receivable, Net of Allowance for Doubtful Accounts
of $25,000 at June 30, 2018 and 2017 1,108,594 638,361
Pledges Receivable, Net 53,620 110,000
Interest Receivable 1,458 1,264
Investments 1,387,482 1,276,054
Prepaid Expenses 85,429 75,961
Construction Escrow - 271,511
Deposits 215,869 49,954
Total Current Assets 3,083,815 3,049,724
PROPERTY AND EQUIPMENT
Land 271,110 271,110
Buildings and Improvements 8,006,546 8,004,596
Furniture and Fixtures 297,815 290,237
Equipment 547,214 513,196
Construction in Progress 124,044 19,263
Total, at Cost 9,246,729 9,098,402
Less: Accumulated Depreciation 3,054,140 2,741,030
Total Property and Equipment 6,192,589 6,357,372
OTHER ASSETS
Investments Held for Deferred Compensation Plan 99,372 89,224
Total Assets $ 9375776 $ 9.496,320

See accompanying Notes to Consolidated Financial Statements.
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CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (CONTINUED)
JUNE 30, 2018 AND 2017

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable
Line of Credit
Current Maturities of Notes Payable
Accrued Payroll and Payroll Taxes
Other Accrued Liabilities
Total Current Liabilities

LONG-TERM LIABILITIES
Deferred Compensation Plan Liability
Notes Payable, Less Current Maturities
Total Long-Term Liabilities

Total Liabilities

NET ASSETS
Unrestricted:
Undesignated
Net Investment in Property and Equipment
Total Unrestricted
Temporarily Restricted
Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Consolidated Financial Statements.

()

2018 2017
158,123 $ 82,539
125,000 175,000

45,566 34,177
259,162 255,576
113,245 400,505
701,086 947,797

99,372 89,224
574,011 215,421
673,383 304,645

1,374,469 1,252,442

1,834,696 1,303,903

5,673,013 6,107,774

7,407,709 7,411,677
593,598 832,201

8,001,307 8,243,878

9,375,776 $ 9496320




CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
CONSOLIDATED STATEMENTS OF ACTIVITIES
YEARS ENDED JUNE 30, 2018 AND 2017

2018 2017
UNRESTRICTED NET ASSETS
Revenue, Gains, and Other Support:
Revenue and Grants from Government Agencies $ 6,151,138 $ 5,278,449
Contributions for Programs, Restrictions Met in Current Year 191,358 339,268
Special Events 636,781 643,839
Other Grants and Contributions 104,069 127,841
Investment Income, Net 104,254 141,922
Fees and Other Revenues 297,234 229,082
Net Assets Released from Restrictions 493,807 200,403
Total Revenue, Gains, and Other Support 7,978,641 6,960,804
Expenses:
Program Services 6,624,669 6,037,080
Supporting Services:
Management and General 698,148 629,506
Fundraising 659,792 528,055
Total Supporting Services 1,357,940 1,157,561
Total Expenses 7,982,609 7,194,641
Changes in Unrestricted Net Assets (3,968) (233,837)
TEMPORARILY RESTRICTED NET ASSETS
Contributions for Support of Residence, Family Care, Early Learning
Center, West Humboldt Place, International and Summer
Camp Programs 255,204 463,557
Net Assets Released from Restrictions (493,807) (200,403)
Changes in Temporarily Restricted Net Assets (238,603) 263,154
CHANGES IN NET ASSETS (242,571) 29,317
Net Assets - Beginning of Year 8,243,878 8,214,561
NET ASSETS - END OF YEAR $ 8001307 $ 8243878

See accompanying Notes to Consolidated Financial Statements.
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CHILDREN'S PLACE ASSOCIATION AND iTS AFFILIATED ORGANIZATIONS
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2018 AND 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Changes in Net Assets
Adjustments to Reconcile Changes in Net Assets to
Net Cash Provided (Used) by Operating Activities:
Depreciation and Amortization
Donated Stock
Provision for Bad Debts
Unrealized Gain on Investments, Net
Effects of Changes in Operating Assets and Liabilities:
Accounts and Grants Receivable
Pledges Receivable
Interest Receivable
Prepaid Expenses
Deposits and Construction Escrow
Accounts Payable
Accrued Payroll and Payroll Taxes
Deferred Compensation Plan Liability
Other Accrued Liabilities
Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of Property and Equipment
Proceeds from Sale of Investments
Purchase of Investments

Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Net, Borrowings (Repayments) Under Line of Credit
Payments on Capital Lease Obligation
Proceeds on Long-Term Notes Payable
Payments on Long-Term Notes Payable
Net Cash Provided by Financing Activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

See accompanying Notes to Consolidated Financial Statements.
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2018 2017
$  (242,571) 29,317
313,711 326,744

; (2,186)

3,066 13,125
(23,853) (100,464)
(473,299) (32,237)
56,380 60,205
(194) (76)
(9,468) 8,946
105,596 (21,511)
75,584 (7,252)
3,576 (47,312)

- 22,985
(287,260) (52,618)
(478,732) 197,666
(148,928) (90,511)
- 201,179

(87,575) (273,343)
(236,503) (162,675)
(50,000) 175,000

- (3,806)

405,060 B
(35,081) (20,970)
319,979 150,224
(395,256) 185,215
626,619 441,404
$ 231363 626,619
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NOTE 1

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Children's Place Association (the Association) was incorporated on April 10, 1989, in the
state of lllinois under the General Not-For-Profit Corporation Act of lllinois. The mission of
the Association is to build a secure and hopeful today so children facing health issues and
poverty succeed tomorrow. The Association’s five Affiliated Organizations — The Children’s
Place Housing Corporation, The Children’s Place Home Health Corporation, The Children’s
Place Foundation, The Children’s Place International NFP, and Children’s Place Community
Living LLC — were incorporated under the lllinois General Not-For-Profit Corporation Act in
1996, 1997, 1999, 2008, and 2011, respectively, to support the Association and its
programs.

The Association is the only agency of its kind in the Midwest and serves children from the
greater Chicago metropolitan area. The Association’s revenues are derived primarily from
various governmental agencies and the Association’s accounts receivables consist of
amounts due primarily from the state of lllinois. The Association’s fiscal year ends on
June 30. Significant accounting policies followed by the Association are presented below.

Use of Estimates in Preparing Consolidated Financial Statements

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

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the
Association and its five Affiliated Organizations that it controls through common
management, board membership, and economic interest. Inter-organization transactions
and balances have been eliminated in consolidation. The Affiliated Organizations of the
Association are as follows:

The Children’s Place Housing Corporation

The purpose of The Children’s Place Housing Corporation (Housing Corporation) is to
own all real property for the Association and any other of its Affiliated Organizations. The
Housing Corporation charges a fee to the Association for the Association’s use of the
properties in running its programs.

The Children’s Place Home Health Corporation

The purpose of The Children’s Place Home Health Corporation (Health Corporation) is
to provide skilled nursing and ancillary services to children in programs of the
Association. The Health Corporation charges the Association for the costs of the skilled
nursing provided to the Association’s programs.
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CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Principles of Consolidation (Continued)
Children’s Place Community Living LLC

The purpose of Children’s Place Community Living LLC is to own and operate a facility
to provide supportive housing for 13 low-income families living with disabilities or chronic
illness. The name of this facility is West Humboldt Place.

The Children’s Place Foundation

The Children’s Place Foundation (the Foundation) raises the funds for the Association
and its Affiliated Organizations. It also manages the Association’s investments. The
Foundation charges a fee to the Association and related organizations for its fundraising
and fund management activities.

The Children’s Place International NFP

The mission of The Children’s Place International NFP is to improve the present and
secure the future for children, youth, and families affected by HIV/AIDS in resource poor
settings outside the United States.

Cash and Cash Equivalents

The Association considers all liquid investments with a maturity of three months or less
when purchased to be cash equivalents. At June 30, 2018 and 2017, cash equivalents
consist of interest earning money market accounts. The Association maintains its cash and
cash equivalents on deposit with various financial institutions and investment companies,
which at times may exceed federally insured limits.

Accounts Receivable

Accounts receivable are uncollateralized funding source obligations, which are generally
paid within 30 days from the billing date. Accounts receivable are stated at the invoice
amount.

Payments of accounts receivable are generally applied to the specific invoices identified on
the funding source’s remittance advice or, in some cases, to the earliest unpaid invoices.

The carrying amount of accounts receivable is reduced by a valuation allowance that
reflects management'’s best estimate of amounts that will not be collected. The allowance for
doubtful accounts is based on management's assessment of the collectability of specific
funding source accounts and the aging of accounts receivable. If actual collections are lower
than historical experience, management’s estimates of the recoverability of recorded
amounts due the Association could be adversely affected. All accounts or portions thereof
deemed to be uncollectible or to require an excessive collection cost are written off to the
allowance for doubtful accounts.
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NOTE 1

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Pledges Receivable

Pledges receivable are unconditional promises to give and are recognized as revenues or
gains in the period that the pledge is made and as net assets, decreases in liabilities or
expenses depending on the form of the benefits received. Conditional promises to give are
recognized when the conditions on which they depend are substantially met.

Investments

Investments consist of equities, mutual funds, exchange traded funds, and corporate bonds.
Investments are carried at fair value with gains and losses included in the consolidated
statements of activities. Donated securities are recorded at market value on the date
received or at nominal value when the market value is not readily available.

Property and Equipment

Acquisitions of property and equipment in excess of $500 and expenditures that materially
increase the value of the assets or prolong their useful lives are capitalized.

The Association depreciates its property and equipment on the straight-line method over the
following estimated useful lives:

Building and Improvements 510 40 Years
Furniture and Fixtures 510 10 Years
Equipment 3to 10 Years

Impairment of Long-Lived Assets

The Association reviews long-lived assets for impairment whenever events or changes in
circumstances indicate the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to future undiscounted net cash flows expected to be generated by the
asset. If such assets are considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying amount of the assets exceeds the fair value
of the assets. Assets to be disposed of are reported at the lower of carrying amount or the
fair value less costs to sell.

Support and Revenue

Contributions received are recorded as unrestricted, temporarily restricted, or permanently
restricted support depending on the existence or nature of any donor restrictions.

The Association receives a substantial portion of its operating funds from grants and
awards. These funds are reported as unrestricted support as the grants reimburse the
Association for services provided.

(1)



NOTE 1

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Support and Revenue (Continued)

Support that is restricted by the donor is reported as an increase in unrestricted net assets if
the restriction expires in the reporting period in which the support is recognized. All other
donor-restricted support is reported as an increase in temporarily or permanently restricted
net assets, depending on the nature of the restriction. When a restriction expires (that is,
when a stipulated time restriction ends or purpose is accomplished), temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the consolidated
statements of activities as “Net Assets Released from Restrictions” The Association has no
permanently restricted net assets.

Allocation of Costs

The costs of providing various program and supporting services have been summarized on
a functional basis in the consolidated statements of functional expenses and directly related
program services revenue. Accordingly, certain costs have been allocated among the
programs and supporting services benefited.

Consolidated Financial Statement Presentation

Consolidated financial statement presentation follows accounting principles generally
accepted in the United States of America for nonprofit organizations. Accounting principles
generally accepted in the United States of America require the Association to report
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.

Unrestricted Net Assets — Those resources over which the board of directors has
discretionary control.

Temporarily Restricted Net Assets — Those resources subject to donor-imposed
stipulations that may be fulfilled by actions of the board to meet the stipulations, or
become unrestricted at the date specified by the donor. When a donor or time restriction
expires, temporarily restricted net assets are reclassified to unrestricted net assets and
are reported in the consolidated statements of activities as “Net Assets Released from
Restrictions.”

Permanently Restricted Net Assets — Those resources subject to donor-imposed
stipulations that they be maintained permanently.

(12)



NOTE 1

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes

The Association and its Affiliated Organizations are exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code. In addition, they qualify for the charitable
contribution deduction under Section 170(b)(1)(A) and have been classified as organizations
that are not private foundations. The Association and its Affiliated Organizations are subject
to income taxes on any unrelated business income. The Association and its Affiliated
Organizations had no unrelated business income and there were no taxes owed for the
years ended June 30, 2018 and 2017.

The Association and its Affiliated Organizations have adopted the requirements for
accounting for uncertain tax positions. The Association and its Affiliated Organizations have
determined that it is not required to record a liability related to uncertain tax positions for the
years ended June 30, 2018 and 2017.

Recent Accounting Pronouncements
Revenue Recognition

In May 2014, the Financial Accounting Standards Board (FASB) issued amended
guidance to clarify the principles for recognizing revenue from contracts with customers.
The guidance requires an entity to recognize revenue to depict the transfer of goods or
services to customers in an amount that reflects the consideration to which an entity
expects to be entitled in exchange for those goods or services. The guidance also
requires expanded disclosures relating to the nature, amount, timing, and uncertainty of
revenue and cash flows arising from contracts with customers. Additionally, qualitative
and quantitative disclosures are required regarding customer contracts, significant
judgments and changes in judgments, and assets recognized from the costs to obtain or
fulfill a contract. The guidance will initially be applied retrospectively using one of two
methods. The standard will be effective for the Association for annual periods beginning
after December 15, 2018. Early adoption is permitted beginning for annual reporting
periods beginning after December 15, 2017, including interim reporting periods within
that reporting period.

Clarifying Scope and the Accounting Guidance for Contributions

In June 2018, the FASB issued amended guidance to clarify and improve the scope and
the accounting guidance for contributions received and contributions made. This
amended guidance distinguishes between contributions and exchange transactions and
assists in determining which guidance to apply. For contributions, the guidance in
Subtopic 958-605, Not-for-Profit Entities—Revenue Recognition, should be followed. For
exchange transactions, Topic 606, Revenue from Contracts with Customers, should be
followed. In addition, once a transaction is deemed to be a contribution, this amended
guidance assists in determining whether a contribution is conditional or unconditional,
and if unconditional, whether the transaction is donor-restricted for a limited purpose or
timing. The guidance should be applied on a modified prospective basis. As a resource
recipient, the guidance will be effective for the Association for annual periods beginning
after December 15, 2018. Early adoption is permitted.
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NOTE 1

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Recent Accounting Pronouncements (Continued)

Leases

In February 2016, the FASB issued amended guidance for the treatment of leases. The
guidance requires lessees to recognize a right-of-use asset and a corresponding lease
liability for all operating and finance leases with lease terms greater than one year. The
guidance changes the accounting for sale and leaseback transactions to conform to the
new revenue recognition standard. The guidance also requires both qualitative and
quantitative disclosures regarding the nature of the Association’s leasing activities. The
guidance will initially be applied using a modified retrospective approach. The
amendments in the guidance are effective for fiscal years beginning after December 15,
2019. Early adoption is permitted.

Financial Statements of Nonprofit Entities

In August 2016, the Financial Accounting Standards Board (FASB) issued amended
guidance to improve the current net asset classification requirements and the
information presented in financial statements and notes about a nonprofit entity’'s
liquidity, financial performance, and cash flows. The main provisions of the update are:

e Present on the face of the statement of financial position amounts for two classes
of net assets at the end of the year, rather than the current three classes.

e Present on the face of the statement of activities the amount of the change in
each of the two classes of net assets.

¢ Enhanced disclosures in the following areas:
o Board-designated net assets

Donor-restricted net assets

Qualitative and quantitative information on liquidity

Amounts of expenses by both their natural and functional classification

Methods used to allocate costs among program and supporting functions

Underwater endowments

¢ Report investment return net of external and direct internal investment expenses
and no longer require disclosures of those netted expenses.

O 00O

(¢]

The amendments should be applied on a retrospective basis in the year that the
pronouncement is first applied. The standard will be effective for the Association for
annual periods beginning after December 15, 2017. Early adoption is permitted.
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NOTE 2

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

DESCRIPTION OF PROGRAM AND SUPPORTING SERVICES

The following programs and supporting services are included in the accompanying
consolidated financial statements:

Residential Care Program

The 10-bed residential center is a transitional home for children with serious or life-
threatening conditions. When a child’s illness or the illness or absence of a parent
necessitate placement in the home, social work and nursing staff assess the child’s needs
and attempt to reunite the child with his/her family, or to find another permanent family for
him/her. Approximately 30 children are served in the residence each year.

Family and Community Services

Family and Community Services strengthens health compromised families in their efforts to
remain together, by providing services such as supportive housing, counseling, case
management, summer camp, and support groups. Approximately 200 individuals from 100
families in the community are served in Family and Community Services. Nine very low
income and health compromised families live in subsidized apartments owned by the
Housing Corporation or leased by the Assaciation. Thirteen additional families currently live
in West Humboldt Place.

West Humbolt Place

The West Humbolt Place is a 13-unit apartment building offering supportive housing for
families challenged by serious illness and homelessness.

Foster Care Program — Specialized, Traditional, Adoption

The Foster Care Program addresses the needs of children unable to return to their birth
families and in need of a foster or adoptive home. The goal of the Foster Care Program is to
see that every child grows up in a stable and loving family. To that end, staff works to
reunite children with their birth families whenever possible, and assist their foster families in
adopting them if parental rights are terminated. Approximately 80 children are served in
foster care each year.

Early Learning Programs

The Early Learning Center serves 133 children from infancy through age five in a centered
based and a home based early childhood education program, Priority is given to children
from very low-income families where either the child or parent or both are living with a
serious health condition.

International Program

The International Program provides home visitation, nutritional support, educational
assistance, after school programs, and antiretroviral therapy adherence support to
approximately 330 children affected by HIV/AIDS in Haiti.

(15)



NOTE 2

NOTE 3

NOTE 4

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

DESCRIPTION OF PROGRAM AND SUPPORTING SERVICES (CONTINUED)

Management and General

Includes the functions necessary to maintain an equitable employment program; ensure an
adequate working environment; provide coordination and articulation of the Association’s
program strategy through the office of the executive director; secure proper administrative
functioning of the board of directors; maintain competent legal services for the program
administration of the Association; and manage the financial and budgetary responsibilities of
the Association.

Fundraising

Provides the structure necessary to encourage and secure private financial support from
individuals, foundations, and corporations and to organize and manage the Association’s
special events.

PLEDGES RECEIVABLE

Pledges receivable at June 30, 2018 and 2017 are all classified as current. Based on
management's assessment of the collectibility of specific promises to give, no provision has
been made for uncollectible amounts as of June 30, 2018 and 2017.

INVESTMENTS

Investments as of June 30 are summarized as follows:

2018
Unrealized
Appreciation
Fair Value Cost (Depreciation)
Mutual Funds:
Large Value $ 63,029 $ 57,219 $ 5,810
Large Growth 216,607 195,432 21,175
Large Blend 449,921 424,780 25,141
Mid Value 53,137 53,644 (507)
Mid Blend 95,236 85,112 10,124
Intermediate Term Bond 36,222 37,706 (1,484)
Nontraditional Bond 28,185 28,209 (24)
Short Term Bond 57,688 59,347 (1,659)
Exchange Traded Funds 345,457 268,993 76,464
Corporate Bonds 42,000 41,659 341

Total $ 1387482 $  1,252101 3 135,381

(16)



NOTE 4

NOTE 5

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

INVESTMENTS (CONTINUED)

2017
Unrealized
Appreciation
Fair Value Cost (Depreciation)
Mutual Funds:
Large Value $ 57,415 $ 51,668 $ 5,747
Large Growth 177,651 161,989 15,662
Large Blend 426,736 391,144 35,5692
Mid Value 51,558 50,875 683
Mid Blend 89,228 82,582 6,646
Intermediate Term Bond 35,824 36,415 (591)
Nontraditional Bond 27,494 27,410 84
Short Term Bond 57,261 57,565 (304)
Exchange Traded Funds 309,087 262,310 46,777
Corporate Bonds 43,800 42,839 961
Total $ 1,276,054 $ 1,164,797 % 111,257
Investment income includes the following:
2018 2017
Interest and Dividend Income $ 92,404 $ 52,260
Investment Fees (12,003) (10,802)
Unrealized Gains (Losses), Net 23,853 100,464
Total 3 104,254 $ 141,922

As of June 30, 2018 and 2017, cash and cash equivalents held in the Association’s
investment funds was $162,511 and $169,956, respectively.

FAIR VALUE MEASUREMENTS

In determining fair value, the Association uses various valuation approaches within the fair
value measurement framework. Fair value measurements are determined based on the
assumptions that market participants would use in pricing an asset or liability.

The measurement framework establishes a hierarchy for inputs used in measuring fair value
that maximizes the use of observable inputs and minimizes the use of unobservable inputs
by requiring that the most observable inputs be used when available. The measurement
framework defines levels within the hierarchy based on the reliability of inputs as follows:

Level 1 — Valuations based on unadjusted quoted prices for identical assets or liabilities
in active markets;

Level 2 — Valuations based on quoted prices for similar assets or liabilities or identical
assets or liabilities in less active markets, such as dealer or broker markets; and

(1



CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 5 FAIR VALUE MEASUREMENTS (CONTINUED)

Level 3 — Valuations derived from valuation techniques in which one or more significant
inputs or significant value drivers are unobservable, such as pricing models, discounted
cash flow models, and similar techniques not based on market, exchange, dealer, or
broker-traded transactions.

Fair values of assets and liabilities measured on a recurring basis at June 30 are as follows:

2018
Fair Value Level 1 Level 2 Level 3
Investments:
Mutual Funds:
Large Value $ 63029 $ 63029 % - % -
Large Growth 216,607 216,607 - -
Large Blend 449,921 449,921 - -
Mid Value 53,137 53,137 - -
Mid Blend 95,236 95,236 - -
Intermediate Term Bond 36,222 36,222 - -
Nontraditional Bond 28,185 28,185 - -
Short Term Bond 57,688 57,688 - -
Exchange Traded Funds 345,457 345,457 - -
Corporate Bonds 42,000 - 42,000 -
Total Investments 1,387,482 1,345,482 42,000 -
Investments Held for Deferred
Compensation Plan:
Mutua! Funds:
Government Money Market 705 705 - -
Large Growth 18,953 18,953 - -
Large Blend 18,963 18,963 - -
Large Value 9,350 9,350 - -
Mid Blend 8,822 8,822 - -
Intermediate Term Bond 3,567 3,567 - -
Short Term Bond 14,997 14,997 - -
Exchange Traded Funds 24,015 24,015 - -
Total Investments Held for
Deferred Compensation Plan 99,372 99,372 - -
Total Assets $ 1486854 $ 1444854 $ 42000 § -

Deferred Compensation
Plan Liability $ 99372  § 99,372  § - $ -
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CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 5 FAIR VALUE MEASUREMENT (CONTINUED)

2017
Fair Value Level 1 Level 2 Level 3
Investments:
Mutual Funds:
Large Value $ 57415 § 57415  $ - $ -
Large Growth 177,651 177,651 - -
Large Blend 426,736 426,736 - -
Mid Value 51,558 51,558 - -
Mid Blend 89,228 89,228 - -
Intermediate Term Bond 35,824 35,824 - -
Nontraditional Bond 27,494 27,494 - -
Short Term Bond 57,261 57,261 - -
Exchange Traded Funds 309,087 309,087 - -
Corporate Bonds 43,800 - 43,800 -
Total Investments 1,276,054 1,232,254 43,800 -
Investments Held for Deferred
Compensation Plan:
Mutual Funds:
Government Money Market 649 649 - -
Large Growth 19,545 19,545
Large Blend 24,926 24,926 - -
Mid Blend 8,265 8,265 - -
Short Term Bond 15,910 15,910 - -
Exchange Traded Funds 19,929 19,929 - -
Total Investments Held for
Deferred Compensation Plan 89,224 89,224 - -
Total Assets $ 1365278 $ 1321478 _$ 43800 3% -
Deferred Compensation
Plan Liability $ 89,224 % 89224 % - 9 -

Fair value for Level 1 investments, investments held for deferred compensation plan, and
deferred compensation plan liability are measured by reference to quoted market
transactions that are listed on a national market or exchange, and are valued at the last
sales price, or if there is no sale and the market is still considered active, at the last
transaction price before year-end. Fair value for Level 2 investments is determined by
reference to quoted market transactions for similar assets in less active markets.
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NOTE 6

NOTE 7

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

LINE OF CREDIT

The Association has a line of credit agreement that provides borrowing of up to $450,000,
under which $125,000 and $175,000 was outstanding at June 30, 2018 and 2017.
Additionally, $105,326 of this line of credit was pledged and restricted under a letter of credit
established with the lllinois Housing Authority for the West Humboldt Place Project. This
letter of credit expired in October 2017, one year subsequent of the project completion date.
The line of credit agreement expired on May 5, 2018, and was subsequently renewed for a
one-year period expiring on May 5, 2019. Amounts drawn against the line of credit are
payable on demand and bear interest at prime (5.00% and 4.25% at June 30, 2018 and
2017, respectively), subject to a 4.00% minimum rate. The line of credit is collateralized by
substantially all of the Association’s assets.

DEBT
Mortgage and term notes payable consist of the following:

Description 2018 2017

llinois Housing Development Authority, term note, monthly

payments of $1,608, including interest at 1.00% per year,

due in December 2021, secured by property on Augusta

Boulevard in Chicago, lllinois. $ 67,900 $ 86,419

lllinois Housing Development Authority, term note, monthly
payments of $1,305, noninterest bearing, due in June 2037,
secured by mortgage on West Humboldt Place Property. 297,504 163,179

lllinois Facilities Fund, term note, monthly payments of
$2,101, including interest at 5.625% per year, due in
June 2023, secured by mortgage on property on Humboldt

Blvd. in Chicago, lllinois. 254,173 -
Total 619,577 249,598
Less: Current Portion 45,566 34,177
Long-Term Portion $ 574,011 $ 215,421
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CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

NOTE 7 DEBT (CONTINUED)

Future maturities of the mortgage and term notes are as follows:

Year Ending June 30, Amount
2019 $ 45,566
2020 46,405
2021 47,276
2022 40,135
2023 220,990
Thereafter 219,205
Total $ 619,577

Interest expense recognized in 2018 and 2017 was $13,679 and $8,068, respectively.

NOTE 8 TEMPORARILY RESTRICTED NET ASSETS
Temporarily restricted net assets are available for the following purposes or periods:

2018 2017

Restricted for Purpose:
For Acquisition and Improvement of Property to
Accommodate Early Learning Center and Family
Care Programs, as well as Funding of Said Programs $ 409,077 $ 424,862

International Program - 245,868
Residential Program 79,300 54,300
West Humboldt Place 105,221 107,171

Total $ 593,598 $ 832,201

NOTE 9 NET ASSETS RELEASED FROM RESTRICTIONS

Net assets were released from donor restrictions when payments were made satisfying the
restricted purposes are as follows:

2018 2017
Payments for Property Acquisition, Renovation,

Building, and Related Equipment Costs $ - $ 14,095
Payments for Family Care Services 44,176 10,885
Payments for Early Learning Center Services 201,813 122,434
Payments for International Program 245,868 -
Payments for West Humboldt Place 1,950 52,989

Total 3 493,807 $ 200,403
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NOTE 10

NOTE 11

NOTE 12

NOTE 13

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

CASH FLOW DISCLOSURES

Cash paid for interest during 2018 and 2017 was $13,679, and $8,068, respectively. No
cash was paid for income taxes during either year.

During the year ended June 30, 2016, the Association had construction costs payable of
$165,815 in conjunction with the construction of West Humboldt Place. The liability was
converted to long-term financing during the year ended June 30, 2017 (see Note 7).

LEASE COMMITMENTS

The Association leases office space, miscellaneous equipment, and rental apartments under
operating leases expiring in various years through 2024. Under the Association’s lease for
office space, the Association is also liable for its proportionate share of real estate taxes,

assessments, and other operating costs.

Future minimum lease payments under these leases are as follows:

Year Ending June 30, Amount
2019 $ 214,171
2020 157,704
2021 157,704
2022 157,704
2023 157,704
Thereafter 55,563
Total 3 900,550

Total rental expense on these leases for the years ended June 30, 2018 and 2017 was
$216,368 and $225,304, respectively.

COMPLIANCE WITH GRANTOR RESTRICTIONS

Financial assistance from governmental entities in the form of grants is subject to special
audit. Such audits could result in claims against the Association for disallowed costs or
noncompliance with grantor restrictions. An estimate of amounts due to funding agencies
that may arise from such audits has been recorded. See Note 14 for discussion of the
estimate included in the consolidated statements of financial position.

SIGNIFICANT CONCENTRATIONS

Approximately 53% and 44% of the Association’s unrestricted revenues for the years ended
June 30, 2018 and 2017, were from one department of the state of lllinois.

Amounts due from this agency represent -0-% and 25% of the total outstanding accounts
receivable balance as of June 30, 2018 and 2017, respectively.
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NOTE 14

NOTE 15

NOTE 16

NOTE 17

CHILDREN'S PLACE ASSOCIATION AND ITS AFFILIATED ORGANIZATIONS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018 AND 2017

SIGNIFICANT ESTIMATES

Liability for Excess Revenues

The liability for excess revenues is based on management's assessment of the estimated
amounts due to funding sources for program revenues in excess of program expenses. If
actual excess revenues are higher than the historical experience, management’s estimates
of the amounts due from the Association could be adversely affected. A liability of $94,682
and $348,859 as of June 30, 2018 and 2017, respectively, has been included in Other
Accrued Liabilities on the consolidated statements of financial position.

Allowance for Doubtful Accounts

The allowance for doubtful accounts is based on management's assessment of the
estimated amounts of accounts receivable that may not be collected. If actual write offs are
higher than the historical experience, management’s estimates of the allowance could be
adversely affected. An allowance of $25,000 as of June 30, 2018 and 2017 has been netted
against accounts receivable on the consolidated statements of financial position.

DEFERRED COMPENSATION ARRANGEMENT

The Association has a deferred compensation arrangement with its executive director, which
will provide benefits to the executive director upon retirement. The Association entered into
a Section 457(b) deferred compensation arrangement effective December 1, 2008. Amounts
contributed on an annual basis are at the discretion of the Association and will be invested
in a portfolio determined by the executive director. Expense incurred by the Association for
contributions made to the deferred compensation arrangement totaled $5,000 and $15,000
for the years ended June 30, 2018 and 2017, respectively. The value of the plan assets held
by the Association for the deferred compensation plan was $99,372 and $89,224 at
June 30, 2018 and 2017, respectively. The corresponding liability to the plan participant was
$99,372 and $89,224 at June 30, 2018 and 2017, respectively.

RECLASSIFICATIONS

Certain reclassifications have been made to the June 30, 2017 financial statement amounts
in order to conform to the June 30, 2018 presentation. These reclassifications have no
impact on the total assets, net assets, or changes in net assets previously reported.

SUBSEQUENT EVENTS

Management evaluated subsequent events through March 27, 2019, the date the
consolidated financial statements were available to be issued. Events or transactions
occurring after June 30, 2018, but prior to March 27, 2019, that provided additional evidence
about conditions that existed at June 30, 2018, have been recognized in the consolidated
financial statements for the year ended June 30, 2018. Events or transactions that provided
evidence about conditions that did not exist at June 30, 2018, but arose before the
consolidated financial statements were available to be issued have not been recognized in
the consolidated financial statements for the year ended June 30, 2018.
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CHILDREN'S PLACE ASSOCIATION
PROGRAM LISTING (UNAUDITED)
FISCAL YEAR ENDED JUNE 30, 2018

DHS
PROGRAM DCFS Program
DESCRIPTION 10-digit Name
1698994118 &

Residential Care 1698997778
Family Care 1929679028
Foster Care Specialized 1698994028
Foster Care Traditional 1698994018
Early Learning Center 1929679038

International
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