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Independent Auditor’s Report

To the Board of Directors and Management of
Alliance for Children, Inc.
Fort Worth, Texas

Opinion

We have audited the accompanying financial statements of Alliance for Children, Inc. (a nonprofit
organization), which comprise the statement of financial position as of September 30, 2022, and the
related statements of activities, functional expenses and cash flows for the year then ended, and the
related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Alliance for Children, Inc. as of September 30, 2022, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. 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 Alliance for Children, Inc. and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

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

RYAN A. SAWYER, CPA, PLLC
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

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

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of Alliance for Children, Inc.’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 Alliance for Children, Inc.’s ability to continue
as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying Schedule of Expenditures of Federal and State Awards is presented for purposes of
additional analysis as required by the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR)
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance) and the Texas Uniform Grant Management Standards (UGMS) and is not a
required part of the financial statements. 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
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
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information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the Schedule of
Expenditures of Federal and State Awards is fairly stated, in all material respects, in relation to the
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 23,
2023, on our consideration of Alliance for Children, Inc.’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 Alliance for Children, Inc.’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 Alliance for Children, Inc.’s internal
control over financial reporting and compliance.

Other Matter

The financial statements of Alliance for Children, Inc. for the year ended September 30, 2021 were
audited by another auditor who expressed an unmodified opinion on those statements on April 5,
2022.

f@u% ,ﬂw (M, PULC

Addison, TX
March 23, 2023

RYAN A. SAWYER, CPA, PLLC
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Alliance for Children, Inc.
Statements of Financial Position
As of September 30, 2022 and 2021

September 30, 2022 September 30, 2021
ASSETS
Current Assets
Unrestricted cash and cash equivalents S 2,007,635 S 1,923,716
Investments 873,408 1,060,283
Grants and contracts receivable 1,740,814 593,092
Unconditional promises to give 32,990 36,668
Prepaid expenses 65,138 52,666
Deposits 13,668 17,767
Restricted assets - property, plant and equipment 5,523,668 6,436,012
Restricted assets - endowments 452,868 452,868
Total current assets 10,710,189 10,573,072
Non-Current Assets
Property, plant and equipment (net of
accumulated depreciation of $15,344 and $14,595) 10,202,108 7,319,034
Intangible assets - software licenses (net of
accumulated amortization of $150,775 and $150,775) - -
Total non-current assets 10,202,108 7,319,034
Total Assets 20,912,297 17,892,106
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable 486,375 348,869
Accrued expenses 205,239 156,289
Deferred revenue 15,295 6,386
Total Liabilities 706,909 511,544
Net assets
With donor restrictions 5,976,536 7,435,412
Without donor restrictions 14,228,852 9,945,150
Total net assets 20,205,388 17,380,562
Total Liabilities and Net Assets S 20,912,297 S 17,892,106

The accompanying notes are an integral part of these financial statements.
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Support and Revenue

Contributions

Fundraising events, net of costs of direct
benefit to donors of $81,495 and $67,228,
respectively

City grants

County grants

State grants

Federal grants

Rental income

In-kind rent

Other revenue

Paycheck Protection Program loan forgiveness

Investment income/(loss)

Net assets released from restrictions
Total Support and Revenue

Expenses
Program Services
Supporting Services
Fundraising
Total Expenses
Change in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

Alliance for Children, Inc.
Statements of Activities
For the Years Ended September 30, 2022 and 2021

September 30, 2022 September 30, 2021
Without Donor With Donor
Restrictions Restrictions Total Total

S 1,757,838 S 1,495,649 S 3,253,487 S 6,354,306
302,530 - 302,530 262,131
294,865 - 294,865 250,279
220,840 - 220,840 220,841
1,450,442 - 1,450,442 1,064,708
4,740,520 - 4,740,520 3,226,832
116,811 - 116,811 100,247
108,292 - 108,292 502,901
6,250 - 6,250 87,071
- - - 45,600
6,175 (178,575) (172,400) 224,239

2,775,950 (2,775,950) - -
11,780,513 (1,458,876) 10,321,637 12,339,155
5,393,095 - 5,393,095 4,748,751
1,106,054 - 1,106,054 956,738
997,662 - 997,662 660,613
7,496,811 - 7,496,811 6,366,102
4,283,702 (1,458,876) 2,824,826 5,973,053
9,945,150 7,435,412 17,380,562 11,407,508
S 14,228,852 S 5,976,536 S 20,205,388 S 17,380,561

The accompanying notes are an integral part of these financial statements.
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Salaries

Employee benefits

Payroll taxes

Total salaries and related expenses

Donated goods and services
Accounting and professional fees
Rent

Telephone

Utilities

Client counseling and support
Office and postage expense
Event venue

Maintenance and repairs
Janitorial

Community education
Training

Insurance

Miscellaneous

Equipment lease

Security

Printing and advertising
Mileage

Partner agency training

Total expenses before depreciation
and Amortization

Depreciation and amortization

Total Expenses

Alliance for Children, Inc.
Statements of Functional Expenses
For the Years Ended September 30, 2022 and 2021

September 30, 2022

September 30, 2021

Program Supporting Total Program Supporting Total

Services Services Fundraising Expenses Services Services Fundraising Expenses
S 3,386,643 S 635,822 S 522,294 S 4,544,759 $ 2,715,598 S 592,240 S 352,299 S 3,660,137
404,199 60,144 65,920 530,263 341,366 47,357 34,752 423,475
244,661 42,642 39,168 326,471 192,113 38,396 24,883 255,392
4,035,503 738,608 627,382 5,401,493 3,249,077 677,993 411,934 4,339,004
81,800 - 189,020 270,820 471,883 60,440 66,383 598,706
92,742 22,781 7,667 123,190 85,858 80,888 106,276 273,022
108,946 - - 108,946 180,628 - - 180,628
149,628 13,790 13,640 177,058 116,826 12,132 10,905 139,863
81,035 6,918 6,725 94,678 102,145 8,796 7,610 118,551
138,423 29,965 12,085 180,473 81,140 24,458 - 105,598
76,522 126,854 23,468 226,844 53,560 39,761 6,115 99,436
- 960 17,525 18,485 - 850 17,229 18,079
80,714 13,463 8,847 103,024 56,573 5,865 4,381 66,819
36,498 2,947 1,868 41,313 49,017 10,809 1,019 60,845
27,188 1,818 38,793 67,798 42,215 1,338 812 44,365
125,675 7,073 7,381 140,128 38,955 2,132 2,281 43,368
44,982 15,756 6,426 67,164 31,667 4,178 2,279 38,124
26,991 87,814 1,891 116,696 17,238 7,382 493 25,113
7,905 22 12 7,939 22,130 609 332 23,071
15,801 556 351 16,708 18,190 1,839 1,050 21,079
251 1,087 2,144 3,482 685 80 6,928 7,693
23,158 5,222 2,014 30,394 4,816 2,734 132 7,682
456 - - 456 700 - - 700
5,154,218 1,075,633 967,241 7,197,092 4,623,303 942,284 646,159 6,211,746
238,877 30,421 30,421 299,719 125,448 14,454 14,454 154,356
$ 5,393,095 $ 1,106,054 $ 997,662 $ 7,496,811 $ 4,748,751 $ 956,738 $ 660,613 $ 6,366,102

The accompanying notes are an integral part of these financial statements.
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Alliance for Children, Inc.
Statements of Cash Flows
For the Years Ended September 30, 2022 and 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Depreciation and amortization
Paycheck Protection Program loan forgiveness
Unrealized and realized (gain) loss on investments, net
Change in Operating Assets and Liabilities
Grants and contracts receivable
Unconditional promises to give
Prepaid expenses
Restricted assets
Accounts payable and accrued expenses
Deferred revenue
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Contributions restricted for property and equipment
Net cash provided by financing activities
Net Change in Cash

CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

September 30, 2022

September 30, 2021

$ 2,824,826 $ 5,973,053
299,719 154,356

- (45,600)

185,740 (159,055)

(1,147,722) 272,776

3,678 (34,803)

(12,472) (21,122)

912,344 (3,405,355)

186,456 311,251

8,909 (38,544)

3,261,478 3,006,957
(3,177,558) (1,954,629)
(3,177,558) (1,954,629)
2,444,105 1,750,212

2,444,105 1,750,212

2,528,025 2,802,540

4,462,638 1,660,098

$ 6,990,663 $ 4,462,638

The accompanying notes are an integral part of these financial statements.
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Alliance for Children, Inc.
Notes to Financial Statements
For the Years Ended September 30, 2022 and 2021

NOTE 1 — NATURE OF ACTIVITIES

Nature of Activities

Alliance for Children, Inc. (the “Organization”), a nonprofit organization, is the children’s advocacy center
serving all of Tarrant County. Since 1992, over 65,000 children have benefited from Alliance for Children,
Inc.'s teamed investigations and coordinated approach. Alliance for Children, Inc. operates child-friendly
centers located in Arlington, Fort Worth, Hurst, and Lakeside. Alliance for Children, Inc.’s mission is to
protect Tarrant County children from child abuse through teamed investigations, healing services, and
community education. Alliance for Children, Inc. is a fully accredited member of the National Children's
Alliance, a membership association of over 700 children's advocacy centers, and is a founding member of
Children's Advocacy Centers of Texas.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of accounting applicable
to not-for-profit organizations in accordance with accounting principles generally accepted in the United
States of America.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
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.

Classification of Net Assets

Under Financial Accounting Standards Board Accounting Standards Codification (FASB ASC) 958, Not-for-
Profit Entities, Alliance for Children, Inc. is required to report information regarding their financial position
and activities according to two classes of net assets: net assets without donor restrictions and net assets
with donor restrictions, based on the absence or existence of donor-imposed restrictions. See Note 9 and
Note 10 below for more information regarding restricted asset balances.

Cash & Cash Equivalents

The Organization considers all highly liquid investments with an original maturity of three months or less
when purchased to be cash and cash equivalents. The Organization deposits funds with financial
institutions which may at times be in excess of the U.S. Federal Deposit Insurance Corporation’s (“FDIC")
insured limits. The Organization has not experienced any losses related to amounts in excess of FDIC limits.

Grants and Contracts Receivable

The grants and contracts receivable primarily represent amounts due from government agencies for
reimbursement of allowable costs according to grant agreements. Revenue is recognized as expenses
which are reimbursable under grants or contracts, are incurred. Management uses the allowance method
and evaluates the adequacy of the allowance for doubtful accounts based on a periodic review of
individual accounts. Alliance for Children, Inc. has not recorded an allowance for uncollectible accounts



Alliance for Children, Inc.
Notes to Financial Statements (cont’d)
For the Years Ended September 30, 2022 and 2021

on the government contracts based on historical experience and the credit worthiness of the government
entities. All grants and contracts receivable at September 30, 2022 and 2021 are collectible in one year or
less.

Unconditional Promises to Give

Contributions are recognized as support at their fair value in the period in which unconditional promises
to give are received. Conditional promises to give are not recognized until they become unconditional,
that is, when the conditions on which they depend are substantially met. Contributions of assets other
than monetary assets are recorded at their estimated fair value. The Organization uses the previously
described allowance method to determine uncollectible promises receivable, and no allowance for
doubtful accounts is considered necessary by management as of September 30, 2022 and 2021. For the
years ended September 30, 2022 and 2021, all promises to give are primarily short-term in nature and
therefore no valuation allowance has been recorded.

Investments

Investments in equity securities with readily determinable fair values and all investments in debt securities
are reported at their fair values based upon quoted or published market values. Realized and unrealized
gains and losses are included in the change in net assets.

Property and Equipment

Property and equipment purchased at a cost of $5,000 or more is stated at cost on the date of purchase
and depreciated over the estimated useful lives of the assets using the straight-line method. Donations of
land, buildings, and equipment in excess of $5,000 are similarly capitalized and recorded as support at
their fair value. Such donations are reported as unrestricted support absent explicit donor stipulations
specifying how the donated assets must be used. Expenditures for improvements and general
betterments that extend the useful life of an asset are capitalized. Expenditures for maintenance and
repairs are expensed as incurred.

Depreciable lives are typically the lesser of the life of related leases, or forty years for building, land
improvements and leasehold improvements and from three to five years for equipment and furniture and
fixtures.

Impairment of Long-Lived Assets

Management evaluates its long-lived assets for financial impairment whenever events or changes in
circumstances indicate the carrying value of an asset may not be recoverable. An impairment loss is
recognized when the estimated undiscounted future cash flows from the assets are less than the carrying
value of the assets. Management is of the opinion that the carrying amount of its long-lived assets does
not exceed their estimated recoverable amount. Gains and losses incurred as a result of assets impaired,
abandoned, or otherwise sold are charged to the statement of activities in the period they are disposed.

Revenue Recognition

Contributions and donations are recognized when they are received. Alliance for Children, Inc. also
receives reimbursement grants. These grants are not recorded until acceptable expenditures under the
grant terms have been made and claimed for reimbursement. Deferred revenue represents amounts



Alliance for Children, Inc.
Notes to Financial Statements (cont’d)
For the Years Ended September 30, 2022 and 2021

received for fundraising events to be held in the subsequent year. Such amounts would be returned to
the donor if the event was cancelled.

Functional Expenses

The costs of providing the various programs and other activities have been summarized on a functional
basis in the statements of activities. Certain costs benefit multiple functional areas, and, as such, have
been allocated across functions based on time attributable to program and supporting services recorded
on employee time sheets and an analysis of full-time employee equivalent employees by location and the
related roles of such employees.

Fair Value

The requirements of Fair Value Measurements and Disclosures of the Accounting Standards Codification
apply to all financial instruments and all nonfinancial assets and nonfinancial liabilities that are being
measured and reported on a fair value basis. Fair value is a market-based measurement, not an entity-
specific measurement. The fair value of Alliance for Children, Inc.’s current assets and current liabilities
approximate the carrying amounts of such instruments due to their short maturity.

Income Taxes

Alliance for Children, Inc. is a not-for-profit organization that is exempt from federal income taxes under
Section 501(c)(3) of the Internal Revenue Code. In addition, Alliance for Children, Inc. has been
determined by the Internal Revenue Service not to be a private foundation within the meaning of Section
509(a) of the Code. There was no unrelated business income for the periods ended September 30, 2022
and 2021. Alliance for Children, Inc.'s IRS Form 990 Return for an Exempt Organization is open for review
by the IRS for a period of three years from the date filed.

Recently Issued Accounting Pronouncements

Effective for its annual financial statements for the 2023 fiscal year and thereafter, Alliance for Children,
Inc. expects to adopt new accounting standards issued by FASB that will require significant changes in
accounting for operating leases under which Alliance for Children, Inc. is lessee, and in the method and
timing of recognition of certain non-lease contract revenues. Among other effects, Alliance for Children,
Inc. will be required to record assets and liabilities for all lease obligations with terms of 12 months or
greater. These changes will entail certain retrospective adjustments. The qualitative effects on Alliance
for Children, Inc.’s future financial statements of these changes and related retrospective adjustments
have not yet been determined.

NOTE 3 — CONCENTRATION OF RISK

Alliance for Children, Inc. receives 65% of its revenues from government grants. Among the government
grants, 52%, 20%, 5%, and 23% are from the US Department of Justice, US Department of Health and
Human Services, US Department of Housing and Urban Development, and Texas Health and Human
Services Commission, respectively. The grant amounts are appropriated each year at the federal and/or
state level. If significant budget cuts are made at the federal and/or state level, the amount of funds
Alliance for Children, Inc. receives could be reduced significantly and have an adverse impact on its
operations.

10



Alliance for Children, Inc.
Notes to Financial Statements (cont’d)
For the Years Ended September 30, 2022 and 2021

NOTE 4 — NON-CURRENT ASSETS
Non-current assets at September 30, 2022 and 2021 consisted of the following:

September 30, 2022 September 30, 2021

Land S 471,102 S 471,102
Building 7,053,969 5,038,898
Equipment 163,628 163,628
Furniture & Fixtures 577,243 226,290
Leasehold Improvements 1,015,357 347,433
Construction in Progress 2,008,450 1,864,840
Intangibles 150,775 150,775
Total Non-Current Assets, Gross 11,440,524 8,262,966
Less: Accumulated Depreciation and Amortization (1,238,416) (943,932)
Non-Current Assets, Net S 10,202,108 S 7,319,034

Depreciation and amortization expense for the years ended September 30, 2022 and 2021 was $299,719
and $154,355, respectively.

NOTE 5 - COMPENSATED ABSENCES

The employees of Alliance for Children, Inc. are entitled to a paid vacation and other time off. Policy allows
for employees to carry over a maximum of 160 hours to the following year. An accrual of $145,755 and
$151,028 has been recorded for employees’ unused vacation at September 30, 2022 and 2021,
respectively.

NOTE 6 — RETIREMENT CONTRIBUTION

Alliance for Children, Inc. sponsors a 403(b) plan for the benefit of its employees. All employees are eligible
to participate in the 403(b) plan upon hire. Alliance for Children, Inc. has the option to match all eligible
employee’s contributions to the 403(b) up to 2% of each employee’s salary. Employees are considered
fully vested after 5 years of employment. The cost of employer contributions to the plan was $51,236 and
$51,407 for the years ended September 30, 2022 and 2021, respectively.

NOTE 7 — OPERATING LEASES

Alliance for Children, Inc. leases certain office space and equipment under non-cancellable operating
leases. Expenses for such leases are reported as rent and equipment lease expense on the statement of
functional expenses. Lease expense for the years ended September 30, 2022 and 2021 was $188,766 and
$180,627, respectively.

Future required minimum payments as of September 30, 2022 are as follows:

11



Alliance for Children, Inc.
Notes to Financial Statements (cont’d)
For the Years Ended September 30, 2022 and 2021

2023 S 204,379
2024 -
2025 -
2026 -
2027 -
Total S 204,379

NOTE 8 - GRANTOR AUDITS

Alliance for Children, Inc. is funded by grants and contracts that are subject to review and audit by the
grantor agencies. These grants and contracts have certain compliance requirements and, should audits by
the grantor agencies disclose any areas of substantial noncompliance, Alliance for Children, Inc. may be
required to refund any disallowed costs. Management does not know of any noncompliance which would
require refunds.

NOTE 9 — IN-KIND CONTRIBUTIONS

Several volunteers have made significant contributions of their time in furtherance of Alliance for
Children, Inc.'s mission. In accordance with FASB ASC 958, Not-for-Profit Entities - Revenue Recognition -
Contributed Services, the value of these donated services is not recorded in the accompanying financial
statements as they do not meet the criteria for recognition as contributions.

NOTE 10 — INVESTMENTS

The Organization invests its endowment funds in various fixed income and exchange traded funds. These
securities are available for sale and can be converted to cash immediately. They are recognized in the
financial statements at fair value, determined by recent quoted market prices or unit values.

Investment fair values consisted of the following as of September 30, 2022 and 2021, respectively:

September 30, 2022 September 30, 2021
Historical Cost  Fair Value Historical Cost Fair Value
Cash S 121,413 § 121,413 S 64,882 S 64,882
Fixed Income Mutual Funds 326,000 399,799 436,000 438,103
Equity Securities Mutual Funds 626,616 805,064 621,600 1,010,166
Totals S 1,074,029 S 1,326,276 S 1,122,482 S 1,513,151

NOTE 11 — ASSETS RESTRICTED FOR ENDOWMENT FUND

Assets Restricted for Endowment Fund

Assets restricted for endowment consist of one donor-restricted fund and one fund designated by the
Board of Directors to function as an endowment. The donor-restricted contributions are made to establish
a permanent endowment. The earnings from the endowment funds are to be used to support the
Organization’s facilities.

12



Alliance for Children, Inc.
Notes to Financial Statements (cont’d)
For the Years Ended September 30, 2022 and 2021

Net assets associated with endowment funds are classified and reported based upon the existence or
absence of donor-imposed restrictions. Permanently restricted endowment fund balances were $452,868
and $452,868 as of September 30, 2022 and 2021, respectively.

Endowment fund net asset activity by fund type as of September 30, 2022 and 2021, respectively:

September 30, 2022

Unrestricted

. Totals
assets Restricted Corpus
Opening Balance S 1,060,283 S 452,868 S 1,513,151
Unrealized/realized gain(loss), net (268,431) - (268,431)
Investment Income 81,557 - 81,557
S 873,409 S 452,868 S 1,326,277
September 30, 2021
Unrestricted
. Totals
assets Restricted Corpus
Opening Balance S 845,478 S 452,868 S 1,298,346
Unrealized/realized gain(loss), net 159,055 - 159,055
Investment Income 55,750 - 55,750
S 1,060,283 S 452,868 S 1,513,151

Interpretation of Relevant Law

The Board of Directors of the Organization have interpreted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) of the state of Texas to require the preservation of the fair value of the
original gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations
to the contrary. Therefore, the Organization will classify as net assets with donor restrictions to be held in
perpetuity (a) the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (c) accumulations to the permanent endowment
made in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining portion of the donor-restricted endowment fund that
is not classified in net assets with donor restrictions to be held in perpetuity is classified as net assets with
donor restriction available for appropriation until those amounts are appropriated for expenditure by the
Organization in a manner consistent with the standard of prudence prescribed by UPMIFA.

In accordance with UPMIFA, the Organization considers the following factors in deciding to appropriate
or accumulate donor-restricted endowment funds:

1. The duration and preservation of the fund

2. The purposes of the Organization and the donor-restricted endowment fund
3. General economic conditions

4. The possible effect of inflation and deflation

5. The expected total return from income and the appreciation of investments

13



Alliance for Children, Inc.
Notes to Financial Statements (cont’d)
For the Years Ended September 30, 2022 and 2021

6. Other resources of the Organization
7. The investment policies of the Organization

Return Objectives and Risk Parameters

Endowment funds are prudently invested as permanently restricted funds in a manner consistent with
earning superior long-term capital appreciation while minimizing both short and long-term volatility. As a
permanent fund, the investment objectives for the endowment require disciplined and consistent
management that accommodates all events that are relevant, reasonable, and probable. Extreme
positions or frequent variations in management style are not consistent with these objectives. The
investments of the endowment are appropriately diversified to minimize risk and volatility while
maximizing expected returns.

Strategies Employed for Achieving Objectives

In general, the return objective for the endowment is an average annual total real rate of return (adjusted
forinflation and fees) as measured over a three to five-year market period. The asset allocation, consistent
with these expectations, is within the following ranges: equities 60-80%, fixed income 20-40%, and cash
0-10%. It is the responsibility of the Chief Executive Officer, working in conjunction with the investment
consultant, to monitor asset allocation and to adjust, as necessary, to ensure an ongoing asset allocation
consistent with return objectives and cash requirements. Variations of up to five percentage points from
the stated targets are acceptable. It is also understood that the Investment Committee will review the
portfolio’s asset allocation ranges no less than twice annually.

Spending Policy and How the Investment Objectives Relate to Spending Policy

At the current time, the spending rate is 0% as the Organization is emphasizing growth of the endowment
fund. In the near future, management intends to increase the spending rate up to 5% of the average fair
value of its endowment funds for the most recent 4 quarters prior to the beginning of the current fiscal
year; the amount to be spent in each coming year shall be approved annually by the Investment
Committee. Though changes to the spending rate are expected to be infrequent, the Investment
Committee may recommend changes in the spending rate when it is deemed appropriate to do so.

NOTE 12 - ASSETS RESTRICTED FOR PROPERTY AND EQUIPMENT

September 30, 2022 September 30, 2021

Cash S 4,861,615 S 2,474,041
Pledges Receivable 662,053 3,961,971
S 5,523,668 S 6,436,012

The pledges above have payment terms that, in some instances, are linked to the progress of related
construction. Management has determined that such terms represent payment terms, not conditions
placed on the pledge itself. The pledge receivable balance as of September 30, 2022 is to be given over
the course of 4 years.

NOTE 13 — LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

As of September 30, 2022, Alliance for Children, Inc. had $10,631,383 of current financial assets; these
financial assets consisted of cash of $6,990,663, investments of $1,204,863, and grants, contracts, and
contributions receivable of $2,435,857.
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Alliance for Children, Inc.
Notes to Financial Statements (cont’d)
For the Years Ended September 30, 2022 and 2021

Assets of $5,976,536 are restricted for future expenditures on property and equipment. Assets of
$452,868 are restricted for an endowment. As such, financial assets in the amount of $4,654,847 and
$2,438,025 were available for general expenditure as of September 30, 2022 and 2021, respectively:

September 30, 2022 September 30, 2021

Cash and cash equivalents S 6,990,663 S 1,923,716
Receivables 1,773,804 629,760
Investments 873,408 1,060,283
Restricted Assets 993,508 6,888,880
Total Current Financial Assets 10,631,383 10,502,639
Less current financial assets unavailable for general

. L (5,976,536) (8,064,614)
expenditures due to donor restrictions
Current financial assets available for general
expenditures S 4,654,847 S 2,438,025

The Organization on average spends $400,000 to $500,000 in monthly expenditures that are disbursed
from current financial assets available for general expenditures. This means the Organization had
financial assets available to cover 9 months of expenses as of September 30, 2022.

NOTE 14 — SUBSEQUENT EVENTS

Management has evaluated subsequent events through the date of the Independent Auditor's Report,
the date these financial statements were available to be issued.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors and Management of
Alliance for Children, Inc.
Fort Worth, Texas

We have audited 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, the financial statements of Alliance for Children, Inc., which
comprise the statement of financial position as of September 30, 2022, and the related statements of
activities, functional expenses, and cash flows for the year then ended, and the related notes to the
financial statements, and have issued our report thereon dated March 23, 2023.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Alliance for Children,
Inc.’s internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Alliance for Children,
Inc.’s internal control. Accordingly, we do not express an opinion on the effectiveness of Alliance for
Children, Inc.’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit, we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Alliance for Children, Inc.’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
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compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance,
and the result of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Qu;\ /Jw (M, Flc

Addison, TX
March 23, 2023
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL AND STATE
PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
UNIFORM GUIDANCE AND TEXAS UNIFORM GRANT MANAGEMENT STANDARDS

To the Board of Directors and Management of
Alliance for Children, Inc.
Fort Worth, Texas

Report on Compliance for Each Major Federal and State Program
Opinion on Each Major Federal and State Program

We have audited Alliance for Children, Inc.’s compliance with the types of compliance requirements
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material
effect on each of Alliance for Children, Inc.’s major federal and state programs for the year ended
September 30, 2022. Alliance for Children, Inc.’s major federal and state programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

In our opinion, Alliance for Children, Inc. complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
and state programs for the year ended September 30, 2022.

Basis for Opinion on Each Major Federal and State Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States (Government Auditing
Standards); and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance); and the audit requirements of the Texas Uniform Grant Management Standards (UGMS). Our
responsibilities under those standards and the Uniform Guidance are further described in the Auditor’s
Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of Alliance for Children, Inc. and to meet our other ethical
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
compliance for each major federal and state program. Our audit does not provide a legal determination
of Alliance for Children, Inc.’s compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to Alliance
for Children, Inc.’s federal and state programs.
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Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on Alliance for Children, Inc.’s compliance based on our audit. 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, Government Auditing Standards, Uniform Guidance and the UGMS will always
detect material noncompliance when it exists. The risk of not detecting material noncompliance resulting
from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material, if there is a substantial likelihood that, individually
or in the aggregate, it would influence the judgment made by a reasonable user of the report on
compliance about Alliance for Children, Inc.’s compliance with the requirements of each major federal
and state program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, Uniform Guidance and
UGMS, we:

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

e |dentify and assess the risks of material noncompliance, 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 Alliance for Children, Inc.”s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of Alliance for Children, Inc.’s internal control over compliance relevant
to the audit in order to design audit procedures that are appropriate in the circumstances and to
test and report on internal control over compliance in accordance with the Uniform Guidance
and UGMS, but not for the purpose of expressing an opinion on the effectiveness of Alliance for
Children, Inc.’s internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal or state program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal or
state program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency
in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal or state program that is less severe than
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a material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance and UGMS. Accordingly, this report is not suitable for any other purpose.

D A Souepe 099, P11C

Addison, TX
March 23, 2023
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Alliance for Children, Inc.

Schedule of Expenditures of Federal and State Awards
For the Year Ended September 30, 2022

Federal Grantor/Pass-through Agency/Program Title

Assistance
Listing
Number

Pass-Through Grantor's

Number

Federal
Expenditures

U.S. Department of Justice
Pass-through Program from:
Children's Advocacy Centers of Texas
Victims of Crime Act Formula Grant Program
Contract No. VOCA | - FY22-3: $1,361,424
Contract No. VOCA Il - FY22-3: $1,865,410

U.S. Department of Health and Human Services
Pass-Through Program from:
Tarrant County
American Rescue Plan Act Formula Grant Program

U.S. Department of Housing and Urban Development
Pass-Through Program from:
The City of Arlington
Community Development Block Grant Program

Total Expenditures of Federal Awards

State Grantor/Pass-through Agency/Program Title

16.575

21.027

14.218

Assistance
Listing
Number

Multiple

137435

PY20 CDBG B-20-MC-48-0008

Pass-Through Grantor's

Number

3,226,834

1,233,443

280,243

4,740,520

State
Expenditures

Texas Health and Human Services Commission
Pass-through Program From:
Children's Advocacy Centers of Texas
Mental Health & Child Sex Trafficking Program

Pass-through Program From:
Children's Advocacy Centers of Texas
HHSC Construction Program

Office of the Attorney General
Other Victim Assistance Grant Program

Total Expenditures of State Awards

Total Expenditures of Federal and State Awards

N/A

N/A

N/A
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857,891
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Alliance for Children, Inc.
Notes to Schedule of Expenditures of Federal and State Awards
For the Year Ended September 30, 2022

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal and state awards (the Schedule) includes the
federal and state award activity of Alliance for Children, Inc. under programs of the federal and Texas
governments for the year ended September 30, 2022. The information in this Schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance) and the Texas Uniform Grant Management Standards (UGMS). Because the Schedule presents
only a selected portion of the operations of Alliance for Children, Inc., it is not intended to and does not
present the financial position, changes in net assets, or cash flows of Alliance for Children, Inc..

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guidance and UGMS, wherein
certain types of expenditures are not allowable or are limited as to reimbursement.

NOTE 3 - INDIRECT COST RATE

Alliance for Children, Inc. has not elected to use the 10 percent de minimis indirect cost rate as allowed
under the Uniform Guidance and UGMS.
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Alliance for Children, Inc.
Schedule of Prior Year Audit Findings
For the Year Ended September 30, 2022

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

The findings from the September 30, 2021 schedule of findings and questioned costs are discussed below.
The findings are numbered consistently with the numbers assigned in the schedule.

2021-001: For one month during the September 30, 2021 fiscal year, the Organization’s payroll
provider included the employees’ benefits as part of gross compensation for grant reports. These
benefits were also reported separately in the payroll report. This error was isolated to one month,
and resulted in approximately $25,700 charged to the federal program in error and $10,700
charged to the state program in error.

Corrective Action Taken: Management worked diligently with the payroll processor to ensure the data was
adequately presented, including recalculating W-2s, retirement accounts, leave accruals, and pay rates.
After making necessary corrections, management transitioned to a more established payroll processor to
ensure these errors will be mitigated.
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Alliance for Children, Inc.
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2022

Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued: Unmodified

Internal control over financial reporting

e  Material weakness(es) identified? __Yes X _No

e Significant deficiency(ies) identified that are not
considered to be material weakness(es)?

None reported

. . . . __Yes X No
Noncompliance material to financial statements noted?
Federal and State Awards
Internal control over major programs:
jor prog Yes X No

e Material weakness(es) identified?
e Significant deficiency(ies) identified that are not
considered to be material weakness(es)?

Type of auditor’s report issued on compliance for major
programs:

Any audit findings disclosed that are required to be
reported in accordance with section 2 CFR 200.516(a)?

Identification of major programs:

ALN Name of Federal/State Program

16.575 Victims of Crime Act Formula Program
21.027 American Rescue Plan Act Program
State  Other Victim Assistance Grant Program
State HHSC Construction Program

Dollar threshold used to distinguish between Type A and
Type B programs:

Auditee qualified as low-risk auditee?

Findings — Financial Statement Audit

NONE

Findings and Questioned Costs — Major Federal and

State Award Programs Audit
NONE
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