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Unmodified Opinion on Financial Statements Accompanied by Supplementary
Information - Not-For-Profit Entity

Independent Auditor’s Report

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

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Children's Investment Fund, Inc. (a Massachusetts
corporation, not for profit) (CIF), which comprise the statements of financial position as of June 30, 2023
and 2022, 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.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Children's Investment Fund, Inc. as of June 30, 2023 and 2022, and the changes in
its net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS) and, for the fiscal year ended June 30, 2023, the standards applicable to financial
audits contained in Government Auditing Standards (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 CIF and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions

or events, considered in the aggregate, which raise substantial doubt about CIF's ability to continue as a
going concern within one year after the date that the financial statements are available to be issued.
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Report on the Audit of the Financial Statements (Continued)
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 CIF'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,
which raise substantial doubt about CIF'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 audits were conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying Schedule of Expenditures of Federal Awards for the year ended June 30,
2023, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, is presented for purposes of
additional analysis 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 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 Awards is fairly stated, in all material
respects, in relation to the financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 3,
2023, on our consideration of CIF'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 CIF'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
CIF's internal control over financial reporting and compliance.

AATCHAS, e

Boston, Massachusetts
October 3, 2023
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CHILDREN'S INVESTMENT FUND, INC.

Statements of Financial Position
June 30, 2023 and 2022

Assets 2023 2022
Current Assets:
Cash and cash equivalents S 5,860,589 S 4,508,925
Grants receivable 200,000 606,666
Interest receivable and other, net 113,819 112,838
Current portion of loans receivable, net of allowance
for losses of $1,532 at June 30, 2022 21,466 47,507
Total current assets 6,195,874 5,275,936
Loans Receivable, net of current portion and allowance for
losses of $131,607 and $88,710 at June 30, 2023
and 2022, respectively 1,229,882 1,433,460
Total assets S 7,425,756 S 6,709,396
Liabilities and Net Assets
Current Liabilities:
Accounts payable and accrued expenses S 119,124 S 150,495
Net Assets:
Without donor restrictions 2,287,147 1,625,382
With donor restrictions 5,019,485 4,933,519
Total net assets 7,306,632 6,558,901
Total liabilities and net assets S 7,425,756 S 6,709,396

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

Statements of Activities and Changes in Net Assets
For the Years Ended June 30, 2023 and 2022

Operating Revenues and Support:
Financial revenue:
Interest on deposits in banks
Interest on loans
Lending fees
Loan loss reserve adjustment
Net financial revenue

Grants and contributions

Government grants and contracts - EEOST

Government grants and contracts - CDFI

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

Operating Expenses:
Program services:
Technical assistance and lending
EEOST bond program services
Evaluation
Facilities grant programs
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

2023 2022

Without With Without With

Donor Donor Donor Donor

Restrictions Restrictions Total Restrictions Restrictions Total
S 178,067 S 36,501 S 214,568 S 11,096 S 3,309 S 14,405
44,891 33,010 77,901 42,418 34,650 77,068
16,050 - 16,050 15,000 - 15,000
(33,266) (8,965) (42,231) (13,151) 52,556 39,405
205,742 60,546 266,288 55,363 90,515 145,878
27,311 1,200,000 1,227,311 47,034 1,000,000 1,047,034
430,120 - 430,120 454,620 - 454,620
- - - - 580,000 580,000
1,174,580 (1,174,580) - 568,791 (568,791) -
1,837,753 85,966 1,923,719 1,125,808 1,101,724 2,227,532
502,532 - 502,532 246,214 - 246,214
302,511 - 302,511 316,154 - 316,154
- - - 17,769 - 17,769
148,599 - 148,599 59,434 - 59,434
953,642 - 953,642 639,571 - 639,571
216,214 - 216,214 174,339 - 174,339
6,132 - 6,132 4,094 - 4,094
222,346 - 222,346 178,433 - 178,433
1,175,988 - 1,175,988 818,004 - 818,004
661,765 85,966 747,731 307,804 1,101,724 1,409,528
1,625,382 4,933,519 6,558,901 1,317,578 3,831,795 5,149,373
S 2,287,147 S 5,019,485 S 7,306,632 S 1,625,382 S 4,933,519 S 6,558,901
The accompanying notes are an integral part of these statements. Page 3



CHILDREN'S INVESTMENT FUND, INC.

Statements of Cash Flows
For the Years Ended June 30, 2023 and 2022

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

Net Change in Cash and Cash Equivalents

Cash and Cash Equivalents:
Beginning of year

End of year

2023 2022
S 747,731 $ 1,409,528
42,231 (39,405)
406,666 (269,166)
(1,847) (23,826)
(31,371) 14,506
1,163,410 1,091,637
(701,642) (964,211)
889,896 781,203
188,254 (183,008)
1,351,664 908,629
4,508,925 3,600,296
$ 5,860,589 $ 4,508,925
Page 4
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CHILDREN'S INVESTMENT FUND, INC.

Statement of Functional Expenses
For the Year Ended June 30, 2023

(With Comparative Totals for the Year Ended June 30, 2022)

Contracted staffing
Professional fees
Accounting and audit
Insurance

Other

Subtotal before grants
Grants

Total

2023 2022
Program Services Supporting Services
Technical EEOST Manage-
Assistance Bond Facilities Total ment Fund
and Program Grant Program and Develop-
Lending Services Programs Services General ment Total Total
S 447,931 $ 302,511 S 45,914 $ 796,356 S 120,766 $ 6,132 S 923,254 S 724,908
53,401 - 26,026 79,427 34,714 - 114,141 37,235
- - - - 33,500 - 33,500 23,225
- - - - 19,497 - 19,497 17,936
1,200 - - 1,200 7,737 - 8,937 7,420
502,532 302,511 71,940 876,983 216,214 6,132 1,099,329 810,724
- - 76,659 76,659 - - 76,659 7,280
$ 502,532 $ 302,511 $ 148,599 $ 953,642 S 216,214 $ 6,132 $ 1,175,988 S 818,004

The accompanying notes are an integral part of these statements.

Page 5



CHILDREN'S INVESTMENT FUND, INC.

Statement of Functional Expenses
For the Year Ended June 30, 2022

Program Services Supporting Services
Technical EEOST Manage-
Assistance Bond Facilities Total ment Fund
and Program Grant Program and Develop-
Lending Services Evaluation Programs Services General ment Total
Contracted staffing S 246,214 $ 316,154 $ 12,612 $ 30,989 $ 605,969 $ 114,845 S 4,094 S 724,908
Professional fees - - 5,157 21,165 26,322 10,913 - 37,235
Accounting and audit - - - - - 23,225 - 23,225
Insurance - - - - - 17,936 - 17,936
Other - - - - - 7,420 - 7,420
Subtotal before grants 246,214 316,154 17,769 52,154 632,291 174,339 4,094 810,724
Grants - - - 7,280 7,280 - - 7,280
Total S 246,214 $ 316,154 $ 17,769 $ 59,434 $ 639,571 $ 174,339 S 4,094 $ 818,004

The accompanying notes are an integral part of these statements. Page 6



CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2023 and 2022

1. OPERATIONS AND NONPROFIT STATUS

Children’s Investment Fund, Inc. (CIF) is a nonprofit organization formed as the Child Care
Capital Investment Fund, Inc. in 1990 under the laws of the Commonwealth of Massachusetts.
CIF 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 early education and school-age childcare facilities.

In 1997, a transfer agreement was executed among the United Way, the Community Economic
Development Assistance Corporation (CEDAC), and CIF, whereby CIF 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
CIF to CEDAC and imposed certain restrictions on the use of the assets and their earnings.

CIF published a report in 2011 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,
CIF, 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 2013 as part of the state’s community development bond
bill. The EEOST Capital Fund was authorized by the Massachusetts Legislature at $45 million and
reauthorized for another $45 million by the Massachusetts Legislature in 2018.

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

CIF 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). CIF is also
exempt from state income taxes. Donors may deduct contributions made to CIF within IRC
regulations.

CIF operates the following activities which it considers its core operations:

Technical Assistance and Lending: CIF provides a full range of financing, training, and
technical services options for early education and out-of-school time providers seeking to
construct or improve their facilities. CIF’s signature training, the Building Stronger Centers
Institute, is a four-day, intensive training designed for childcare centers that are planning a
major renovation or construction project. Content includes information on the development
process, financing strategies, high-quality design, and examples of successful projects. In
addition to providing technical expertise and training, CIF 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 childcare providers of all sizes. In 2018, CIF extended this support to affordable
housing developers that are creating family units in Massachusetts.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2023 and 2022

1.

OPERATIONS AND NONPROFIT STATUS (Continued)

Early Education and Out of School Time (EEOST) Capital Fund: The 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. The purpose of EEOST is to provide capital
grants to licensed center-based nonprofit early education and out-of-school time programs
to fund facility acquisition, design, construction and/or renovation. CIF, under contract with
CEDAC, underwrites, closes and disburses the grant funds awarded by the Department of
Early Education and Care (EEC). As of June 30, 2023, $51.4 million has been awarded to
childcare providers since 2013.

Evaluation, which concluded during fiscal year 2022 with the publication of a report titled
"Building Quality: Transferring Learning Environments in Massachusetts." The report
celebrates the successes of the EEOST Capital Fund and highlights the importance of high-
quality facilities.

Facility Improvement Grants: CIF raises capital that can be used for grants to providers to
fund the cost of facility improvements. During fiscal years 2023 and 2022, CIF received
separate S1 million awards from the Liberty Mutual Foundation to fund accessibility
improvements in Boston-based early education and out-of-school time centers. The
majority of these awards are utilized in the form of direct grants to childcare providers.

SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

CIF 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).

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 3, 2023, 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.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fair Value Measurements

CIF 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 CIF
would receive upon selling an asset or pay to settle a liability in an orderly transaction between
market participants.

CIF 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 CIF. 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.

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 (FDIC) insures the balances held in banks up to
certain amounts. Cash and cash equivalents included in MMDT are not FDIC insured.
Management manages its risk by monitoring cash balances and periodically evaluating its
financial institutions. The balances held in the MMDT amounted to approximately $5,800,000
and $4,400,000 as of June 30, 2023 and 2022, 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.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Loans Receivable and Allowance for Uncollectible Loans (Continued)

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, the likelihood that the project being
developed will receive permanent financing, 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.

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 CIF’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 childcare 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:

2023 2022
Purpose restricted for Child Care Loans:
Other lending capital S 2,054,132 S 2,642,869
United Way 1,046,896 1,046,896
Subtotal Child Care Loans 3,101,028 3,689,765
Purpose restricted for Facilities Grant Programs 1,716,989 951,174
Time restricted for core operating support in
future periods 201,468 292,580

$ 5,019,485 $ 4,933,519

United Way restricted funds consist of the original corpus of lending capital transferred from
the United Way upon establishment of CIF (see Note 1). Other lending capital consists of
contributions to further capitalize CIF’s technical assistance and lending program, less the
loan loss reserve attributable to the outstanding loans in the loan fund. No additional
lending capital was provided for the year ended June 30, 2023. Additional lending capital of
$580,000 was contributed during the year ended June 30, 2022.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Classification of Net Assets (Continued)

During the years ended June 30, 2023 and 2022, lending capital of $580,000 and $100,000,
respectively, was released from restrictions as the donor’s period of performance ended.

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

2023 2022
Purpose restrictions S 880,970 $§ 238,569
Time restrictions 293,610 330,222

$ 1,174,580 S 568,791
Revenue Recognition

In accordance with ASC Subtopic 958-605, Revenue Recognition, CIF 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 CIF 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 9 for disclosure of CIF’s conditional awards at June 30, 2023 and 2022.

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. CIF 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.

Grant Expense

CIF recognizes grant awards as expense once all significant conditions for disbursement are met.
CIF awarded grants totaling $76,659 and $7,280 during fiscal years 2023 and 2022, 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.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income Taxes
CIF 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. CIF has determined that there are no uncertain tax
positions which qualify for either recognition or disclosure in the financial statements at June
30, 2023 and 2022. CIF’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%

to 6%.

Major classifications of loans are as follows at June 30:

Number Gross Less: Net Loans
2023 of Loans Balance Participations _ Subtotal Allowance Receivable
Term loans 1 S 31,472 S - S 31472 S - S 31,472
Predevelopment loans 5 1,351,483 - 1,351,483 (131,607) 1,219,876
Total loans receivable 6 $1,382,955 S - 1,382,955 (131,607) 1,251,348
Less - current portion 21,466 - 21,466
Long-term portion $ 1,361,489 § (131,607) $ 1,229,882
Number Gross Less: Net Loans
2022 of Loans Balance Participations _ Subtotal Allowance Receivable
Term loans 3 S 87,159 S - S§$ 87159 S (1,506) S 85,653
Predevelopment loans 5 1,484,050 - 1,484,050 (88,736) 1,395,314
Total loans receivable 8 $1,571,209 S - 1,571,209 (90,242) 1,480,967
Less - current portion 49,039 (1,532) 47,507
Long-term portion $ 1,522,170 S (88,710) $ 1,433,460

Impaired Loans and Troubled Debt Restructurings

There were no loans that were deemed to be impaired as of June 30, 2023 or 2022. There have
been no loan maodifications classified as troubled debt restructurings as of June 30, 2023 or

2022. There were no loans receivable on non-accrual status as of June 30, 2023 or 2022.
Loan Receivable Aging Analysis

There were no past due loans as of June 30, 2023 or 2022.
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2023 and 2022

CIF’s four and three largest outstanding loans receivable were approximately 97% and 93% of

CIF had outstanding loan commitments (i.e., undrawn loan commitments) of $1,584,846 and

3. LOANS RECEIVABLE (Continued)
Loan Concentrations and Commitments
the portfolio as of June 30, 2023 and 2022, respectively.
$791,280 as of June 30, 2023 and 2022, 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. CIF 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, 2021 $ 132,099 $ 8,505 $ 140,604
Changes to allowance (41,857) 2,452 (39,405)
Balance, June 30, 2022 90,242 10,957 101,199
Changes to allowance 41,365 866 42,231
Balance, June 30, 2023 $ 131,607 $11,823 $ 143,430

CIF uses a number-based score credit rating system, with "45" representing the highest
quality/lowest risk and "0" representing the lowest quality/highest credit risk. The range of
scores resulting in the six categories noted below are dependent on the type of loan
(construction, term or predevelopment). All loans are evaluated individually. The following
table presents CIF’s loans receivable balances and related allowance by risk rating at June 30:

2023 2022
Loan Loss Loan Loss
Category Loan Balance Allowance Loan Balance Allowance
Almost Certain Repayment S - S - S - S -
Very Low Risk 742,625 35,557 1,391,143 66,936
Low Risk - - 11,510 345
Moderate Risk 640,330 96,050 168,556 22,961
High Risk - - - -
Very High Risk - - - -
S 1,382,955 S 131,607 $ 1,571,209 S 90,242
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2023 and 2022

5. GRANTS RECEIVABLE

Grants receivable consist of amounts committed to CIF for various purposes. Grants receivable
at June 30, 2023 and 2022, were substantially from two and three grantors, respectively. The
entire balance of grants receivable as of June 30, 2023 and 2022, is expected to be collected
within one year.

6. RECOURSE LOAN PAYABLE

CIF maintained a line of credit agreement with the Life Insurance Community Investment
Initiative, LLC, which allowed for borrowings up to $500,000. Draws on the line of credit bore
interest at 5% for projects financed in Boston, and at 4% for projects financed outside of
Boston. Repayments were due as CIF received repayments from borrowers under the end
loans. The line of credit matured in May 2023, and was not renewed. The loan was secured by
a pledge of assets, including the borrower end loans. For any end loans partially funded by the
line of credit and partially by other CIF resources, the line of credit lender was secured only by
its pro rata share of those end loans.

At June 30, 2022, there was no outstanding balance on the loan. The loan contained certain
restrictions and covenants with which CIF was in compliance as of June 30, 2022.

7. RELATED PARTY TRANSACTIONS

CIF 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. The Fund has also contracted with CEDAC for
administrative and management services beginning in fiscal year 2024.

CIF 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:

2023 2022
Contracted staffing:
Services acquired from CEDAC during the fiscal year $ 923,254 S 724,908
Accounts payable to CEDAC at end of fiscal year S 80,347 $ 129,925
EEOST grants provided by CEDAC:
Grants provided by CEDAC during the fiscal year S 430,120 S 454,620
Accounts receivable from CEDAC at end of fiscal year S - S 27,240
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CHILDREN’S INVESTMENT FUND, INC.

Notes to Financial Statements
June 30, 2023 and 2022

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

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

8. LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

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

2023 2022

Cash and cash equivalents S 5,860,589 S 4,508,925
Grants receivable 200,000 606,666

Interest receivable and other, net (excluding prepaid
expenses) 110,541 90,641
Current portion of loans receivable, net 21,466 47,507
Total financial assets 6,192,596 5,253,739

Less - funds restricted for Facilities Grant Program (see

page 10) (1,716,989) (951,174)

Less - funds restricted for Child Care Loans, net of
amounts included in loans receivable (1,923,113) (2,108,175)
Less - operating funds committed for Child Care Loans (103,976) (1,257)

Financial assets available to meet cash needs for
general expenditures within one year S 2,448,518 S 2,193,133

As part of CIF’s liquidity management, CIF has a policy to structure its financial assets to be
available as its general expenditures, liabilities, and other obligations become due. During fiscal
years 2023 and 2022, CIF has an annual budget of approximately $1,099,000 and $811,000,
respectively. CIF has liquid financial assets available to cover approximately twenty-seven and
thirty-two months of operations at June 30, 2023 and 2022, respectively.

9. CONDITIONAL GRANT

CIF 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. CIF recognizes these government grants and contracts when
conditions are met. During the years ended June 30, 2023 and 2022, CIF recognized $430,120
and $454,620, respectively, of government grants and contracts for the EEOST Capital Fund.
Conditional government grants and contracts at June 30, 2023 and 2022, totaled approximately
$638,760 and $488,520, respectively.
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CHILDREN'S INVESTMENT FUND, INC.

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2023

Federal Pass-Through
Federal Grantor/ Assistance Entity
Pass-Through Grantor/ Listing (AL) Identifying Federal
Program or Cluster Title Number Number Expenditures
U.S. Department of Treasury:
Direct Programs:
COVID-19 - Community Development Financial Institutions
Rapid Response Program (CDFI RRP) 21.024 N/A S 580,000
Community Development Financial Institutions Program 21.020 N/A 291,667
Total Expenditures of Federal Awards S 871,667

Note 1. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the Federal assistance activity of CIF and is
presented on the accrual basis of accounting. The information in this schedule is presented in accordance with the

requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards.

Note 2. Indirect Cost Rate

CIF has elected to use the 10% de minimis cost rate for its Federal programs.
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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

Independent Auditor’s Report

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

We have audited, in accordance with the 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 Children's
Investment Fund, Inc. (CIF), which comprise the statement of financial position as of June 30, 2023, and
the related statements of activities and changes in net assets, cash flows and functional expenses for the
year then ended, and the related notes to the financial statements, and have issued our report thereon
dated October 3, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered CIF's internal control
over financial reporting (internal control) as a basis for designing 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 CIF's internal control. Accordingly, we do
not express an opinion on the effectiveness of CIF'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 CIF'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 or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether CIF’'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 financial statements. However, providing an opinion on 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.
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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 results of that testing, and not to provide an opinion on the effectiveness of CIF’s
internal control or on compliance. This report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering CIF’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

AATCHAS, Le.

Boston, Massachusetts
October 3, 2023
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Report on Compliance for Each Major Federal Program and Report on Internal Control
Over Compliance Required by the Uniform Guidance

Independent Auditor’s Report

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

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

We have audited Children's Investment Fund, Inc.'s (CIF) 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 CIF’'s major Federal program for the year ended June 30, 2023. CIF's major
Federal program is identified in the summary of auditor’s results section of the accompanying schedule
of findings and questioned costs.

In our opinion, Children's Investment Fund, Inc. complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on its major
Federal program for the year ended June 30, 2023.

Basis for Opinion on Each Major Federal 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). 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 CIF 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 the major
Federal program. Our audit does not provide a legal determination of CIF'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 CIF's
Federal programs.

Page 19



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 on the previous page occurred, whether due to fraud or error, and
express an opinion on CIF’'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, and the Uniform Guidance 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 on the previous page 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 CIF’'s compliance with the requirements of the major Federal program as a
whole.

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

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

e Identify 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 CIF'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 CIF’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, but not for the
purpose of expressing an opinion on the effectiveness of CIF’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 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 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 program that is
less severe than 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 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.
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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. Accordingly, this report is not suitable for any other purpose.

AATCHAS, e

Boston, Massachusetts
October 3, 2023
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CHILDREN'S INVESTMENT FUND, INC.

Schedule of Findings and Questioned Costs
June 30, 2023

1. SUMMARY OF AUDITOR’S RESULTS
Financial Statements

Type of auditor’s report issued on whether the financial statements audited were prepared in
accordance with U.S. GAAP: Unmodified

Is a “going concern” emphasis-of-matter
paragraph included in the auditor’s report? Yes X No

Internal control over financial reporting:
e Material weakness(es) identified? Yes X No

e Significant deficiency(ies)
identified? Yes X  None reported

Noncompliance material to financial statements
noted? Yes X No

Federal Awards
Internal control over major Federal program:
e Material weakness(es) identified? Yes X No

e Significant deficiency(ies)
identified? Yes X  None reported

Type of auditor’s report issued on compliance for major Federal program: Unmodified
Any audit findings disclosed that are required to

be reported in accordance with 2 CFR

200.516(a)? Yes X No

Identification of major Federal program:

Assistance
Listing (AL)
Name of Federal Program or Cluster Number
COVID-19 - Community Development Financial Institutions Rapid
Response Program (CDFI RRP) 21.024

Dollar threshold used to distinguish between Type A and Type B programs: $750,000

Auditee qualified as low-risk auditee? _ Yes X _ No
2. FINANCIAL STATEMENT FINDINGS
None
3. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
None
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