A
BA Children’s

AN AFFILIATE OF CEDAC

FINANCIAL STATEMENTS
JUNE 30, 2020 AND 2019



CHILDREN’S INVESTMENT FUND, INC.

Contents
June 30, 2020 and 2019

Independent AUItOr's REPOIT ..........cooiiiiiiiiiiii it ree e s s aae e e e ne s
Financial Statements:
Statements of FINANCial POSITION .....ciiiiiiiiiiiiie e e e e,
Statements of Activities and Changes in Net ASSEtS ......ccccvveeeeiiicciiiieeece e
Statements OF Cash FIOWS .....uiiciiiiiiiccieccte sttt e et e st e s te e e saaeesnaee s snreenns
Statements of FUNCLIONAl EXPENSES .....uvviiiiiiiiiiiiie ettt e e svee e s

Notes to FINANCIal SEAtEMENTS ..uueeeeiiiieieeeeee e e e et e e e e e e et s b e e e e eeeeeaes



&) AAECRRS

Independent Auditor’s Report

To the Board of Directors of
Children’s Investment Fund, Inc.:

Report on the Financial Statements

We have audited the accompanying financial statements of Children’s Investment Fund, Inc. (a
Massachusetts corporation, not for profit), which comprise the statements of financial position as of
June 30, 2020 and 2019, and the related statements of activities and changes in net assets, cash flows
and functional expenses for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Children’s Investment Fund, Inc. as of June 30, 2020 and 2019, and the changes in
its net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

AATCHA, Lee.

Boston, Massachusetts
October 6, 2020
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CHILDREN'S INVESTMENT FUND, INC.

Statements of Financial Position
June 30, 2020 and 2019

Assets 2020 2019
Current Assets:
Cash and cash equivalents $ 2,874,841 S 2,599,865
Grants receivable 272,500 625,000
Interest receivable and other, net 101,700 48,550
Current portion of loans receivable, net of allowance for losses of
$4,703 and $4,637 at June 30, 2020 and 2019, respectively 138,298 127,915
Total current assets 3,387,339 3,401,330
Loans Receivable, net of current portion and allowance for losses of
$145,965 and $132,324 at June 30, 2020 and 2019, respectively 1,560,972 1,378,282
Total assets $4,948,311 S 4,779,612
Liabilities and Net Assets
Current Liabilities:
Accounts payable and accrued expenses S 171,344 S 110,941
Net Assets:
Without donor restrictions 1,168,149 1,060,275
With donor restrictions 3,608,818 3,608,396
Total net assets 4,776,967 4,668,671
Total liabilities and net assets $4,948,311 S 4,779,612
The accompanying notes are an integral part of these statements. Page 2




CHILDREN'S INVESTMENT FUND, INC.

Statements of Activities and Changes in Net Assets
For the Years Ended June 30, 2020 and 2019

Operating revenues and support:
Interest on loans
Interest on deposits in banks
Lending fees
Loan loss reserve adjustment
Less - interest expense
Net financial revenue

Government grants and contracts - EEOST
Government grants and contracts - CDFI

In-kind income
Grants and contributions
Other income

Net assets released from purpose and time restrictions
Total revenues and other support

Operating expenses:
Program services:

Technical assistance and lending

EEOST bond program services
Evaluation
Facilities grant program

Total program services

Supporting services:
Management and general
Fund development

Total supporting services
Total operating expenses

Changes in net assets

Net Assets:
Beginning of year

End of year

2020 2019

Without With Without With

Donor Donor Donor Donor

Restrictions Restrictions Total Restrictions Restrictions Total

S 46,232 S 56,287 S 102,519 S 46,826 S 53,121 S 99,947
36,220 9,451 45,671 47,328 10,354 57,682
13,839 - 13,839 12,550 - 12,550
287 (19,421) (19,134) 4,079 (21,465) (17,386)
- - - (4,278) - (4,278)
96,578 46,317 142,895 106,505 42,010 148,515
350,000 - 350,000 300,000 - 300,000
- 275,000 275,000 - 300,000 300,000
100,172 - 100,172 88,700 - 88,700
32,668 12,500 45,168 20,724 1,275,000 1,295,724
- - - 625 - 625
333,395 (333,395) - 520,922 (520,922) -
912,813 422 913,235 1,037,476 1,096,088 2,133,564
350,224 - 350,224 315,545 - 315,545
167,042 - 167,042 162,121 - 162,121
57,952 - 57,952 217,557 - 217,557
52,603 - 52,603 152,614 - 152,614
627,821 - 627,821 847,837 - 847,837
154,773 - 154,773 151,993 - 151,993
22,345 - 22,345 14,916 - 14,916
177,118 - 177,118 166,909 - 166,909
804,939 - 804,939 1,014,746 - 1,014,746
107,874 422 108,296 22,730 1,096,088 1,118,818
1,060,275 3,608,396 4,668,671 1,037,545 2,512,308 3,549,853
$ 1,168,149 $ 3,608,818 $ 4,776,967 $ 1,060,275 $ 3,608,396 $ 4,668,671

The accompanying notes are an integral part of these statements.
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CHILDREN'S INVESTMENT FUND, INC.

Statements of Cash Flows
For the Years Ended June 30, 2020 and 2019

Cash Flows from Operating Activities:
Changes in net assets
Adjustments to reconcile changes in net assets to net cash
provided by operating activities:
Loan loss reserve adjustment
Changes in operating assets and liabilities:
Grants receivable
Interest receivable and other, net
Accounts payable and accrued expenses

Net cash provided by operating activities
Cash Flows from Investing Activities:
Advances on loans receivable
Collection of loans receivable principal

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities:
Principal payments on recourse loan payable

Net Change in Cash and Cash Equivalents

Cash and Cash Equivalents:
Beginning of year

End of year

Supplemental Disclosure of Cash Flow Information:
Cash paid for interest

2020 2019
$ 108,296 $ 1,118,818
19,134 17,386
352,500 (418,333)
(58,577) 20,001
60,403 55,536
481,756 793,408
(491,985) (1,213,502)
285,205 1,479,162
(206,780) 265,660
- (220,000)
274,976 839,068
2,599,865 1,760,797
$ 2,874,841 $ 2,599,865
S - S 4,278

The accompanying notes are an integral part of these statements.
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CHILDREN'S INVESTMENT FUND, INC.

Statement of Functional Expenses
For the Year Ended June 30, 2020

(With Comparative Totals for the Year Ended June 30, 2019)

2020 2019
Program Services Supporting Services
Technical EEOST Manage-
Assistance Bond Facilities Total ment Fund
and Program Grant Program and Develop-
Lending Services Evaluation Program Services General ment Total Total
Contracted staffing S 349,732 S 167,042 S 50,394 $ 11,958 $ 579,126 S 89,541 S 11,345 $ 680,012 S 624,235
Professional fees 492 - 7,558 - 8,050 26,629 11,000 45,679 223,327
Accounting and audit - - - - - 18,400 - 18,400 18,400
Other - - - - - 10,263 - 10,263 9,850
Insurance - - - - - 9,940 - 9,940 9,579
Subtotal before grants 350,224 167,042 57,952 11,958 587,176 154,773 22,345 764,294 885,391
Grants - - - 40,645 40,645 - - 40,645 129,355
Total S 350,224 S 167,042 S 57,952 S 52,603 S 627,821 S 154,773 S 22,345 S 804,939 $ 1,014,746

The accompanying notes are an integral part of these statements.
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CHILDREN'S INVESTMENT FUND, INC.

Statement of Functional Expenses
For the Year Ended June 30, 2019

Program Services

Supporting Services

Technical EEOST Manage-
Assistance Bond Facilities Total ment Fund
and Program Grant Program and Develop-
Lending Services Evaluation Program Services General ment Total
Contracted staffing $ 310,306 $ 162,121 $ 50,933 $ 23,259 $ 546,619 $ 73,700 $ 3,916 S 624,235
Professional fees 1,370 - 166,624 - 167,994 44,333 11,000 223,327
Accounting and audit - - - - - 18,400 - 18,400
Other 3,869 - - - 3,869 5,981 - 9,850
Insurance - - - - - 9,579 - 9,579
Subtotal before grants 315,545 162,121 217,557 23,259 718,482 151,993 14,916 885,391
Grants - - - 129,355 129,355 - - 129,355
Total $ 315,545 $ 162,121 $ 217,557 $ 152,614 $ 847,837 $ 151,993 $ 14,916 $1,014,746

The accompanying notes are an integral part of these statements.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

1. OPERATIONS AND NONPROFIT STATUS

Children’s Investment Fund, Inc. (the Fund) is a nonprofit organization formed as the Child Care
Capital Investment Fund, Inc. in 1990 under the laws of the Commonwealth of Massachusetts.
The Fund was organized as a controlled affiliate of the United Way of Massachusetts Bay and
Merrimack Valley (the United Way) to improve the quality and expand the availability of early
child development programs for low and moderate-income families in Massachusetts through
investment in center-based and family-based preschool and school-age child care facilities.

In 1997, a transfer agreement was executed among the United Way, the Community Economic
Development Assistance Corporation (CEDAC), and the Fund, whereby the Fund became a
controlled affiliate of CEDAC. CEDAC is a quasi-public corporation established under Chapter
40H of Massachusetts General Laws in 1978 and is a component unit of the Commonwealth of
Massachusetts. As part of the corporate transfer, the United Way transferred the net assets of
the Fund to CEDAC and imposed certain restrictions on the use of the assets and their earnings.

The Fund published a report in 2012 summarizing the results of a study of the physical
environments of nonprofit early education and out-of-school time programs in Massachusetts
and outlining standards that support quality environments for children. Following the release of
the report, the Fund, partnering with the United Way and community development advocates,
sought public sector capitalization as a resource to meet the capital needs of early education
and out-of-school time programs, much like the tools utilized by the community development
industry to develop affordable housing. That effort created the Early Education and Out of
School Time (EEOST) Capital Fund (see page 8) in 2014 as part of the state’s community
development bond bill. The EEOST Capital Fund was authorized by the Massachusetts
Legislature at $45 million.

During fiscal year 2018, the Fund’s Board of Directors, CEDAC’s Board of Directors and the
United Way voted to modify the bylaws of the Fund to reduce CEDAC's control over the Fund’s
governance and financial resources. In addition, the Fund’s Articles of Organization were
amended to broaden the Fund’s purpose to support affordable housing for low-income families.
In June 2018, the Fund received its certification as a Community Development Financial
Institution (CDFI) by the U.S. Department of the Treasury’s CDFI Fund.

The Fund is exempt from Federal income taxes as an organization (not a private foundation)
formed for charitable purposes under Section 501(c)(3) of the Internal Revenue Code (IRC). The
Fund is also exempt from state income taxes. Donors may deduct contributions made to the
Fund within IRC regulations.

The Fund operates the following activities which it considers its core operations:

Through The Technical Assistance and Lending Program, the Fund provides a full range of
financing and technical services options for early education and out-of-school time providers
seeking to construct or improve their facilities. In addition to providing technical expertise,
the Fund offers predevelopment, site acquisition, construction loans, and term loans to help
finance the cost of developing larger capital projects, leasehold improvements, and
equipment on flexible loan terms that meet the needs of child care providers of all sizes.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

1.

OPERATIONS AND NONPROFIT STATUS (Continued)

The Early Education and Out of School Time (EEOST) Capital Fund program was first
authorized by the Massachusetts Legislature as part of the 2013 community development
capital bond bill. In May 2018, EEOST was re-authorized by the Legislature as part of the
housing capital bond bill. Each of the bond bills have authorized the issuance of up to $45
million in general obligation bonds, subject to annual allocations determined by the
Executive Office for Administration and Finance. Annual EEOST allocations through June 30,
2020, have totaled $33.7 million. The purpose of EEOST is to provide capital grants or loans
to licensed center-based nonprofit early education and out-of-school time programs to fund
facility acquisition, design, construction and/or renovation. The Fund, under contract with
CEDAC, underwrites, closes and disburses the grant funds awarded by the Department of
Early Education and Care (EEC).

Evaluation, an activity beginning in 2016, seeks to complete an analysis of the facility
renovations funded with EEOST grants which will contribute to a better understanding of
how social, emotional, and instructional interactions, program demographics, and the
physical environment influence program quality.

In addition, the Fund uses its technical expertise in child care facilities to administer resources
received from others in the following program:

The Facilities Grant Program enables the Fund to provide grant capital to providers to fund
the cost of facilities improvements. During fiscal years 2020 and 2019, the Fund provided
planning grants to early childhood education and out-of-school time providers actively
planning a capital facility project.

SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The Fund prepares its financial statements in accordance with generally accepted accounting
standards and principles (U.S. GAAP) established by the Financial Accounting Standards Board
(FASB). References to U.S. GAAP in these notes are to the FASB Accounting Standards
Codification (ASC).

Adoption of New Accounting Standards
Contributions Received and Contributions Made

During fiscal year 2020, the Fund adopted FASB’s Accounting Standards Update (ASU) 2018-08,
Not-for-Profit Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made. This ASU assists organizations in evaluating
whether transactions should be accounted for as contributions (nonreciprocal transactions) or
as exchange (reciprocal) transactions. In addition, it clarifies whether a contribution is
conditional. As a result, it enhances comparability of financial information among not-for-profit
entities. The Fund adopted ASU 2018-08 using a modified prospective method effective July 1,
2019. Under the modified prospective method, this ASU only applies to agreements not
completed or entered into (revenue or expense that has not yet been recognized) as of July 1,
2019. As a result, the fiscal year 2019 financial statements are not restated and there was no
cumulative-effect adjustment to opening net assets as of July 1, 2019.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Adoption of New Accounting Standards (Continued)
Revenue from Contracts with Customers

During fiscal year 2020, the Fund adopted ASC Topic 606, Revenue from Contracts with
Customers, with respect to its revenue recognition policies. The core principal of the new
accounting guidance is that an entity should recognize revenue when it transfers promised
goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. The adoption of this standard did
not have a significant impact on the Fund’s financial statements as the Fund’s primary source of
revenue is financial revenue and grants and contributions, which is not subject to this
accounting standard.

Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Subsequent Events

Subsequent events have been evaluated through October 6, 2020, which is the date the
financial statements were available to be issued. There were no events that met the criteria for
recognition or disclosure in the financial statements.

Fair Value Measurements

The Fund follows the accounting and disclosure standards pertaining to ASC Topic, Fair Value
Measurements, for qualifying assets and liabilities. Fair value is defined as the price that the
Fund would receive upon selling an asset or pay to settle a liability in an orderly transaction
between market participants.

The Fund uses a framework for measuring fair value that includes a hierarchy that categorizes
and prioritizes the sources used to measure and disclose fair value. This hierarchy is broken
down into three levels based on inputs that market participants would use in valuing the
financial instruments based on market data obtained from sources independent of the Fund.
Inputs refer broadly to the assumptions that market participants would use in pricing the
financial instrument, including assumptions about risk. Inputs may be observable or
unobservable. Observable inputs are inputs that reflect the assumptions market participants
would use in pricing the financial instrument developed based on market data obtained from
sources independent of the reporting entity. Unobservable inputs are inputs that reflect the
reporting entity’s own assumptions about the assumptions market participants would use in
pricing the asset developed based on the best information available.

Page 9



CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fair Value Measurements (Continued)
The three-tier hierarchy of inputs is summarized in the three broad levels as follows:

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical assets
at the measurement date.

Level 2 - Inputs other than quoted prices that are observable for the asset either directly
or indirectly, including inputs in markets that are not considered to be active.

Level 3 - Inputs that are unobservable and which require significant judgment or
estimation.

An asset or liability's level within the framework is based upon the lowest level of any input that
is significant to the fair value measurement.

Cash and Cash Equivalents

Cash and cash equivalents consist of amounts held in banks, the Massachusetts Municipal
Depository Trust (MMDT), and certificates of deposit with initial maturities of three months or
less. The Federal Deposit Insurance Corporation insures the balances held in banks up to certain
amounts. At times during the year, the balances exceeded the insured limits. Management
manages its risk by monitoring cash balances and periodically evaluating its financial institutions.
The balances held in the MMDT amounted to approximately $2,830,000 and $2,560,000 as of June
30, 2020 and 2019, respectively. Included in the MMDT portfolio are money market funds,
certificates of deposit, U.S. Government securities, and high-grade commercial paper.

Loans Receivable and Allowance for Uncollectible Loans

Loans receivable are stated net of an allowance for losses. Interest on loans is calculated by
using the simple interest method on monthly balances of the principal amount outstanding.

Provisions are made for estimated loan losses based on management’s evaluation of each loan.
Loss recoveries are recorded in the year the recovery is known. The allowance for uncollectible
loans (see Note 4) is established through the provision for loan losses and is charged to
operations. The allowance is an amount that management believes will be adequate to absorb
expected losses on existing loans that may become uncollectible. Management evaluates loan
collectability through consideration of factors such as previous loss experience, performance of
individual loans in accordance with contract terms, financial strength and cash flows of the
borrower, and current economic conditions that may affect the borrower’s ability to repay.

Classification of Net Assets
Net assets without donor restrictions are comprised of the funds used to support general

operations and certain operating and loan reserves, as well as a portion of facilities grant
funds. Net assets without donor restrictions bear no donor-imposed restrictions.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Classification of Net Assets (Continued)

Net assets with donor restrictions relate to funds contributed by donors for specific
purposes or time restrictions or earnings related to accumulated interest income on the
Fund’s loan corpus with donor restrictions. When a stipulated time restriction ends, or a
purpose restriction is accomplished, funds with donor restrictions are reclassified to net
assets without donor restrictions and reported in the statements of activities and changes in
net assets as net assets released from restrictions.

Included in net assets with donor restrictions is restricted loan capital, which consists of
capital resources available as revolving lending capital for child care loans (see below).
Based on certain donor restrictions, interest and commitment fees on loans, and interests
on deposits earned on donor restricted loan capital increase the available restricted capital
balance while loan loss reserve adjustments will reduce the available restricted capital
balance.

Net assets with donor restrictions consist of the following as of June 30:

2020 2019
Purpose restricted for Child Care Loans:
Other lending capital S 2,302,710 S 2,047,473
United Way 1,046,896 1,046,896
Subtotal Child Care Loans 3,349,606 3,094,369
Time restricted for core operating support in
future periods 217,279 423,891
Purpose restricted for Facilities Grant Program 35,619 76,264
Purpose restricted for Evaluation Program in
future periods 6,314 13,872

$ 3,608,818 S 3,608,396

United Way restricted funds consist of the original corpus of lending capital transferred from
the United Way upon establishment of the Fund (see Note 1). Other lending capital consists
of contributions to further capitalize the Fund’s technical assistance and lending program, less
the loan loss reserve attributable to the outstanding loans in the loan fund. Additional lending
capital of $275,000 and $1,100,000, respectively, were contributed in fiscal year 2020 and
20109.

Net assets released from purpose and time restrictions consist of the following for the years
ended June 30:

2020 2019
Time restrictions S 222,660 S 136,500
Purpose restrictions 110,735 384,422

S 333,395 $ 520,922
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue Recognition

In accordance with ASC Subtopic 958-605, Revenue Recognition, the Fund must determine
whether a contribution (or a promise) is conditional or unconditional. A contribution is
considered to be conditional if an agreement includes a barrier that must be overcome, and if
there is either a right of return of assets or a right of release of a promise to transfer assets.
Indicators of a barrier include a measurable performance-related barrier or other measurable
barriers, a stipulation that limits discretion by the recipient on the conduct of an activity, and
stipulations that are related to the purpose of the agreement. Topic 958 prescribes that the
Fund should not consider probability of compliance with the barrier when determining if such
awards are conditional and should be reported as conditional grant advance liabilities until such
conditions are met. See Note 10 for disclosure of the Fund’s conditional awards at June 30,
2020.

Grants and contributions and government grants and contributions without restrictions are
recorded as revenue and net assets without donor restrictions when received or unconditionally
committed. The Fund recognizes donor-restricted grants, contracts, contributions, loan loss
reserve adjustment and interests on loan corpus with donor restrictions as revenue and net
assets with donor restrictions when received or unconditionally committed. Net assets with
donor restrictions are reclassified to revenue and net assets without donor restrictions as the
amounts are expended for their designated purposes or as time restrictions expire.

Interest on deposits in banks and loans, lending fees, and all other income are recognized when
earned.

Grants

The Fund recognizes grant awards as expense once all significant conditions for disbursement
are met. The Fund awarded grants totaling $40,645 and $129,355 during fiscal years 2020 and
2019, respectively.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the accompanying statements of functional expenses. Management deems
all expenses to be directly related to a program or supporting function and therefore the
expenses are distributed directly to that program or function.

Income Taxes

The Fund accounts for uncertainty in income taxes in accordance with ASC Topic, Income Taxes.
This standard clarifies the accounting for uncertainty in tax positions and prescribes a
recognition threshold and measurement attribute for the financial statements regarding a tax
position taken or expected to be taken in a tax return. The Fund has determined that there are
no uncertain tax positions which qualify for either recognition or disclosure in the financial
statements at June 30, 2020 and 2019. The Fund’s information returns are subject to
examination by the Federal and state jurisdictions.

3. LOANS RECEIVABLE
Loans are stated at the amount of unpaid principal, net of third-party loan participations and an

allowance for loan losses (see Note 4). Loans receivable bear interest at rates ranging from
5.25% to 7.5%.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

3. LOANS RECEIVABLE (Continued)

Major classifications of loans are as follows at June 30:

Number Gross Less: Net Loans

2020 of Loans Balance  Participations _ Subtotal Allowance Receivable
Construction loans 1 S 529,538 S$(264,769) S 264,769 S (7,943) S 256,826
Term loans 4 385,924 - 385,924 (15,213) 370,711
Predevelopment loans 9 1,199,245 - 1,199,245 (127,512) 1,071,733

Total loans receivable 14 $ 2,114,707 $ (264,769) 1,849,938 (150,668) 1,699,270

Less - current portion 143,001 (4,703) 138,298

Long-term portion $ 1,706,937 S (145,965) S 1,560,972
Number Gross Less: Net Loans

2019 of Loans Balance  Participations _ Subtotal Allowance _Receivable

Term loans 4 S 518,475 S - § 518,475 § (19,028) S 499,447

Predevelopment loans 10 1,124,683 - 1,124,683 (117,933) 1,006,750

Total loans receivable 1 $ 1,643,158 S - 1,643,158 (136,961) 1,506,197

Less - current portion 132,552 (4,637) 127,915
Long-term portion $ 1,510,606 S (132,324) S 1,378,282

The Fund’s five and four largest outstanding loans receivable, net of participations, were
approximately 66% and 59% of the portfolio as of June 30, 2020 and 2019, respectively.

The Fund had outstanding loan commitments, net of participations, of $1,118,816 and $643,648
as of June 30, 2020 and 2019, respectively.

4, ALLOWANCE FOR UNCOLLECTIBLE LOANS AND INTEREST RECEIVABLE
The allowance for uncollectible loans and interest receivable has been allocated proportionally
to the long-term and current portions of the loan portfolio. The Fund calculates its allowance

for loan losses by rating the relative risk of each loan in the portfolio.

The balances in the allowance for uncollectible loans and interest receivable consist of the

following:
Loan Interest
Principal Receivable Total
Balance, June 30, 2018 $ 120,919 S 3,907 S 124,826
Changes to allowance 16,042 1,344 17,386
Balance, June 30, 2019 136,961 5,251 142,212
Changes to allowance 13,707 5,427 19,134
Balance, June 30, 2020 $ 150,668 $ 10,678 $ 161,346
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

5. GRANTS RECEIVABLE

Grants receivable consist of amounts committed to the Fund for various purposes. Grants
receivable at June 30, 2020 and 2019, were substantially from two grantors and one grantor,
respectively. The entire balance of grants receivable as of June 30, 2020 and 2019, is expected
to be collected within one year.

6. RECOURSE LOAN PAYABLE

The Fund maintains a line of credit agreement with the Life Insurance Community Investment
Initiative, LLC, which allows for borrowings up to $500,000. Draws on the line of credit bear
interest at 5% for projects financed in Boston, and at 4% for projects financed outside of
Boston. Repayments are due as the Fund receives repayments from borrowers under the end
loans. The line of credit matures in May 2023. The loan is secured by a pledge of assets,
including the borrower end loans, except that for any end loans partially funded by the line of
credit and partially by other Fund resources, the line of credit lender is secured only by its pro
rata share of those end loans.

At June 30, 2020 and 2019, there was no outstanding balance on the loan. The loan contains
certain restrictions and covenants with which the Fund was in compliance as of June 30, 2020
and 2019.

7. RELATED PARTY TRANSACTIONS

The Fund has contracted for administrative and management services with CEDAC (see Note 1).
These amounts are reported as contracted staffing in the accompanying statements of
functional expenses. CEDAC invoices for direct staff time and provides certain indirect
management services in-kind, which are included as revenues in the accompanying statements
of activities. The Fund has also contracted with CEDAC for administrative and management
services for fiscal year 2021.

The Fund also provides underwriting and other services for CEDAC to qualify recipients for
awards under the EEOST Capital Fund program. Revenues for these services are included in
contract income and fees for services in the accompanying statements of activities and changes
in net assets.

A summary of activity with CEDAC is as follows:

2020 2019
Contracted staffing:
Services acquired from CEDAC during the fiscal year S 680,012 S 624,235
Less - amounts invoiced by CEDAC (579,840) (535,535)
Net in-kind services $ 100,172 S 88,700
Accounts payable to CEDAC at end of fiscal year S 168,374 S 94,256
EEOST grants provided by CEDAC:
Grants provided by CEDAC during the fiscal year $ 350,000 $ 300,000

During fiscal years 2020 and 2019, the Fund also received direct grants from CEDAC in the
amount of $11,000 to support the Fund’s efforts to obtain CDFI certification and additional loan
capital. These amounts are included in grants and contributions in the accompanying
statements of activities and changes in net assets.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

7. RELATED PARTY TRANSACTIONS (Continued)
At times, Board members are employed by organizations with active Fund loans. Those Board
members do not participate in lending decisions. Lending decisions are approved by the Fund'’s
five-member Investment Committee.

A member of the Fund’s Board of Directors is employed by a bank in which the Fund maintains
accounts and investments.

8. LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

The Fund’s financial assets available within one year from the statement of financial position
date for general operating expenses are as follows:

2020 2019

Cash and cash equivalents S 2,874,841 S 2,599,865

Grants receivable 272,500 625,000

Interest receivable and other, net 101,700 48,550

Current portion of loans receivable, net 138,298 127,915

Total financial assets 3,387,339 3,401,330

Less - funds restricted for Facilities Grant Program (see page 11) (35,619) (76,264)
Less - funds restricted for Child Care Loans, net of amounts

included in long-term portion of loans receivable (1,949,367) (1,764,234)

Less - operating funds committed for Child Care Loans (13,909) (282,828)

Less - funds restricted for the Evaluation Program (see page 11) (6,314) (27,758)

Financial assets available to meet cash needs for

general expenditures within one year S 1,382,130 $ 1,250,246

As part of the Fund’s liquidity management, it has a policy to structure its financial assets to be
available as its general expenditures, liabilities, and other obligations become due. During fiscal
years 2020 and 2019, the Fund has an annual budget of approximately $764,000 and $885,000,
respectively. The Fund has liquid financial assets available to cover approximately twenty-two
and seventeen months of operations at June 30, 2020 and 2019, respectively.

9. CONTINGENCY

In March 2020, the COVID-19 coronavirus pandemic emerged in the United States triggering
widespread government mandated and voluntary business closures, which in turn have led to
substantial interruptions in financial markets, employment and the economy as a whole. The
economic conditions created by the pandemic may impact the Funds’ borrowers and their
ability to repay the loans receivable of the Fund. Though the potential financial effects cannot
be reasonably estimated at this time, these circumstances may have adverse effects on the
Fund, its operations and future financial statements. Based on an assessment performed by
management, the accompanying financial statements, including loan loss allowances (see Note
4), have been adjusted for potential financial effects that may occur in the future related to the
current uncertainty.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2020 and 2019

10. CONDITIONAL GRANT

The Fund received government grants and contracts from CEDAC to administer the EEOST
Capital Fund. These government grants and contracts are conditional upon the underlying
project closing on construction financing. The Fund recognizes these government grants and
contracts when conditions are met. During the year ended June 30, 2020, the Fund recognized
$240,000 of government grants and contracts for the EEOST Capital Fund, and $110,000 of
government grants and contracts for the Emergency Technical Assistance Program. Conditional
government grants and contracts at June 30, 2020 totaled $180,000.

11. RECLASSIFICATION

Certain amounts in the fiscal year 2019 financial statements were reclassified to conform with
the fiscal year 2020 presentation.
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