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Independent Auditor’s Report

Board of Directors
The Children’s Health Fund

Report on the Financial Statements

We have audited the accompanying financial statements of The Children’s Health Fund,
which comprise the statement of financial position as of December 31, 2017, and the related
statements of activities, functional expenses and cash flows for the year then ended, and the
related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about 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.

Auditors and Consultants 655 Third Avenue, 12th Floor, New York, NY 10017
Serving the Health Care & Not for Profit Sectors (212)867-4000/Fax (212)867-9810/ www.loebandtroper.com



2.

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 The Children’s Health Fund as of December 31, 2017, and the
changes in its net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited The Children’s Health Fund’s December 31, 2016 financial
statements, and we expressed an unmodified audit opinion on those audited financial
statements in our report dated June 30, 2017. In our opinion, the summarized comparative
information presented herein as of and for the year ended December 31, 2016 is consistent, in
all material respects, with the audited financial statements from which it has been derived.

Aok +T5ec (LF

June 7, 2018
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EXHIBIT A
THE CHILDREN'S HEALTH FUND

STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2017

(With Summarized Financial Information
for December 31, 2016)

2017 2016
ASSETS
Current assets
Cash and cash equivalents $ 702,957 $ 1,553,207
Investments (Note 3) 1,406,196 2,122,700
Government grants receivable 603,899 545,243
Contributions receivable (Note 4) 3,103,057 4,741,202
Beneficial interest in lead trust (Note 5) 6,350
Prepaid expenses and deposits 238,536 238,455
Total current assets 6,054,645 9,207,157
Investments (Note 3) 2,266,371 2,023,819
Contributions receivable - long-term (Note 4) 1,316,200 192,011
Fixed assets - net (Note 6) 1,128,918 1,481,041
Total assets $ 10,766,134 $ 12,904,028
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable and accrued expenses $ 450,381 $ 628,554
Grants payable (Note 8) 2,949,939 5,435,320
Total current liabilities 3,400,320 6,063,874
Grants payable - long-term (Note 8) 609,113 727,567
Total liabilities 4,009,433 6,791,441
Net assets (Exhibit B)
Unrestricted 2,362,624 1,685,724
Temporarily restricted (Note 9) 2,394,077 2,426,863
Permanently restricted (Note 10) 2,000,000 2,000,000
Total net assets 6,756,701 6,112,587
Total liabilities and net assets $ 10,766,134 $ 12,904,028

See independent auditor's report.

The accompanying notes are an integral part of these statements.



THE CHILDREN'S HEALTH FUND
STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2017
(With Summarized Financial Information
for the Year Ended December 31, 2016)

Revenues, gains and other support
Contributions and grants
Foundations
Corporations
Individuals
Government grants
Special events revenues
Costs of direct benefits to donors
Net special events revenues
Change in value of beneficial interest in lead trust
Investment income (Note 3)
Consulting fees
Net assets released from restrictions
Satisfaction of program restrictions (Note 9)

Total revenues, gains and other support

Expenses (Exhibit C)
Program services
Children's health care
New York program
Public health and crisis response
National programs
Education

Total program services

$

1,538,500

(440,155)

$

-continued-

EXHIBIT B
Total
Temporarily Permanently
Unrestricted Restricted Restricted 2017 2016

4,097,263 2,991,388 $ 7,088,651 $ 4,828,095
615,594 1,455,871 2,071,465 2,786,494
1,367,692 355,819 1,723,511 2,082,008
780,564 780,564 436,567
1,098,345 1,098,345 1,347,790
12
294,704 302,552 597,256 190,560
44,050 44,050 10,000

5,138,416 (5,138,416)
13,436,628 (32,786) 13,403,842 11,681,526
1,604,753 1,604,753 2,707,348
700,798 700,798 244,118
6,493,016 6,493,016 4,690,932
1,341,543 1,341,543 1,491,768
10,140,110 10,140,110 9,134,166




THE CHILDREN'S HEALTH FUND EXHIBIT B

_2-
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2017
(With Summarized Financial Information
for the Year Ended December 31, 2016)
Total
Temporarily Permanently
Unrestricted Restricted Restricted 2017 2016
Expenses (Exhibit C) (continued)
Supporting services
Management and general $ 1,329,611 $ 1329611 $ 1,240,450
Fund raising 1,290,007 1,290,007 1,303,762
Total supporting services 2,619,618 2,619,618 2,544,212
Total expenses 12,759,728 12,759,728 11,678,378
Change in net assets (Exhibit D) 676,900 $ (32,786) 644,114 3,148
Net assets - beginning of year 1,685,724 2,426,863 $ 2,000,000 6,112,587 6,109,439
Net assets - end of year (Exhibit A) $ 2362624 $ 2394077 $ 2,000000 $ 6,756,701 $ 6,112,587

See independent auditor's report.

The accompanying notes are an integral part of these statements.



THE CHILDREN'S HEALTH FUND EXHIBIT C
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2017
(With Summarized Financial Information
for the Year Ended December 31, 2016)
Program Services - Children's Health Care Supporting Services Total
Public Health Management
New York and Crisis National and Fund Special
Program Response Programs Education Total General Raising Events Total 2017 2016

Salaries $ 210,278 $ 18,107 $ 1,528,624 $ 748,015 $ 2,505,024 $ 679,286 $ 718,309 $ 1,397,595 3,902,619 $ 3,892,775
Payroll taxes and employee benefits 55,450 4775 403,094 197,250 660,569 179,125 189,416 368,541 1,029,110 975,117

Total salaries and related expenses 265,728 22,882 1,931,718 945,265 3,165,593 858,411 907,725 1,766,136 4,931,729 4,867,892
Contributions and grants 1,239,216 608,077 3,211,159 5,058,452 5,058,452 4,033,300
Professional fees 8,196 13,204 438,780 143,817 603,997 98,647 86,624 185,271 789,268 748,808
Rent (Note 11) 20,160 1,740 145,402 71,657 238,959 65,586 69,465 135,051 374,010 362,264
Travel and conferences 8,610 38,242 225,271 44,013 316,136 11,834 13,152 24,986 341,122 250,585
Office supplies and expenses 14,693 2,967 97,642 34,902 150,204 101,548 57,790 159,338 309,542 328,237
Dues and subscriptions 971 22 10,805 6,892 18,690 10,338 23,359 33,697 52,387 65,385
Postage and shipping 1,003 528 15,275 19,943 36,749 4,377 25,199 29,576 66,325 177,505
Printing, advertising and website 3,660 1,520 46,642 42,113 93,935 14,206 84,026 98,232 192,167 194,057
Maintenance and lease of equipment 3,971 7,705 26,359 19,209 57,244 20,861 6,895 27,756 85,000 84,840
Insurance 3,931 3,911 42,515 13,165 63,522 19,775 15,772 35,547 99,069 129,409
Venue, catering and entertainment 440,155 440,155 440,155 320,093
Depreciation and amortization 34,614 301,448 567 336,629 27,232 27,232 363,861 414,287
Bad debt 65,834 65,834 65,834
Interest (Note 7) 30,962 30,962 30,962 21,809

Total expenses 1,604,753 700,798 6,493,016 1,341,543 10,140,110 1,329,611 1,290,007 440,155 3,059,773 13,199,883 11,998,471
Less costs of direct benefits to donors (440,155) (440,155) (440,155) (320,093)

Total expenses reported by

function on the statement
of activities (Exhibit B) $ 1,604,753 $ 700,798 $ 6,493,016 $ 1,341,543 $ 10,140,110 $ 1,329,611 $ 1,290,007 - $ 2619618 $ 12,759,728 $ 11,678,378

See independent auditor's report.

The accompanying notes are an integral part of these statements.




EXHIBIT D
THE CHILDREN'S HEALTH FUND

STATEMENT OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2017 AND 2016

2017 2016

Cash flows from operating activities
Change in net assets (Exhibit B) $ 644,114 $ 3,148
Adjustments to reconcile change in net assets to net
cash provided (used) by operating activities

Net loss (gain) on investments (120,274) 33,462
Depreciation and amortization 363,861 414,287
Change in value of beneficial interest in lead trust (12)
Decrease (increase) in assets
Government grants receivable (58,656) (211,758)
Contributions receivable 513,956 351,492
Prepaid expenses and deposits (81) (54,960)
Increase (decrease) in liabilities
Accounts payable and accrued expenses (178,173) 235,626
Grants payable (2,603,835) (205,656)
Net cash provided (used) by operating activities (1,439,088) 565,629
Cash flows from investing activities
Purchase of investments (1,803,111)
Proceeds from sale of investments 2,397,337 747,110
Purchase of fixed assets (11,738) (2,625)
Net cash provided by investing activities 582,488 744,485

Cash flows from financing activities
Proceeds from distributions from beneficial interest

in lead trust 6,350 40,000
Principal payments on line of credit (1,086,510) (1,000,000)
Proceeds from line of credit 1,086,510

Net cash provided (used) by financing activities 6,350 (960,000)
Net change in cash and cash equivalents (850,250) 350,114
Cash and cash equivalents - beginning of year 1,553,207 1,203,093
Cash and cash equivalents - end of year $ 702,957 $ 1,553,207

Supplemental disclosure of cash flow information
Cash paid during the year for interest $ 30,962 $ 21,809

See independent auditor's report.

The accompanying notes are an integral part of these statements.



THE CHILDREN’S HEALTH FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 1- NATURE OF ENTITY

The Children’s Health Fund (CHF) is a not-for-profit organization incorporated in New York
State. The Children’s Health Fund is committed to providing health care to the nation’s most
medically underserved children and their families through the development and support of
innovative primary care medical programs, response to public health crises and the promotion of
guaranteed access to appropriate health care for all children.

CHF’s primary sources of revenue are contributions and grants.

CHF is a charitable organization exempt from federal income tax under Internal Revenue Code
Section 501(c)(3).

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of accounting - The financial statements are prepared on the accrual basis of accounting.

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

Cash equivalents - Cash equivalents include highly liquid instruments with maturities, when
acquired, of three months or less.

Investments - Investments are carried at fair value. CHF invests in various investment securities.
Investment securities are exposed to various risks such as interest rate, market and credit risks.
Due to the level of risk associated with investment securities, it is at least reasonably possible that
changes in the values of investment securities will occur in the near term, based upon the markets’
fluctuations, and that such changes could materially affect the amounts reported in the financial
statements.

-continued-



THE CHILDREN’S HEALTH FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair Value Measurements

Fair Value Measurements establishes a framework for measuring fair value. The framework
provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure
fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable
inputs (Level 3 measurements). The three levels of the fair value hierarchy are described below.
Level 1 inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that CHF has the ability to access. Level 2 inputs to the valuation
methodology include:

e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive markets;
e Inputs other than quoted prices that are observable for the asset or liability;

e Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for
substantially the full term of the asset or liability. Level 3 inputs to the valuation methodology are
unobservable and significant to the fair value measurement. The asset or liability’s fair value
measurement level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. Valuation techniques used need to maximize the use of
observable inputs and minimize the use of unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used at December 31, 2017 as compared
to December 31, 2016.

Mutual funds - money market fund and U.S. Treasury Fund - Valued at the net asset value
(“NAV”) of shares held at year end.

TIFF multi-asset fund - Valued at the NAV of units of a bank collective trust. The NAV, as
provided by the trustee, is used as a practical expedient to estimate fair value. The NAV is
based on the fair value of the underlying investments held by the fund less its liabilities. This
practical expedient is not used when it is determined to be probable that the fund will sell the
investment for an amount different than the reported NAV.

-continued-



THE CHILDREN’S HEALTH FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair Value Measurements (continued)

The methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, while CHF believes its
valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different fair value measurement at the reporting date.

The assets at fair value as of December 31, 2017 are set forth by level within the fair value
hierarchy in Note 3.

Government grants receivable - Government grants receivable are recorded for expenditures
made in accordance with grant agreements. A receivable is recorded when expenses incurred
exceed cash received under the terms of the contract.

Contributions receivable - Unconditional promises to give that are expected to be collected within
one year are recorded at net realizable value. Unconditional promises to give that are expected to
be collected in future years are recorded at their fair value, which is measured at the present value
of their estimated future cash flows. The discounts on those amounts are computed using risk-
adjusted interest rates applicable to the years in which the promises are received. Amortization of
the discounts is included in contribution revenue. Conditional promises to give are not included as
support until the conditions are substantially met.

Allowance for doubtful accounts - Management determines whether an allowance for doubtful
accounts should be provided for government grants and contributions receivable. Accounts written
off as uncollectible are deducted from the allowance for doubtful accounts. Such estimate is based
on management’s assessments of the creditworthiness of its donors, the aged basis of its
receivables, as well as current economic conditions, subsequent receipts and historical
information. There was no allowance for doubtful accounts as of December 31, 2017.

Beneficial interest in lead trust - The beneficial interest in lead trust is recorded at the present
value of the future cash flows.

Fixed assets - Fixed assets are recorded at cost. Items with a cost in excess of $500 and an
estimated useful life of greater than one year are capitalized. Depreciation of assets is computed
using the straight-line method over the estimated useful lives of the assets. Amortization of
leasehold improvements is computed using the straight-line method over the lesser of the term of
the lease or the estimated useful lives of the improvements.

-continued-



THE CHILDREN’S HEALTH FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Unrestricted net assets - Unrestricted net assets include funds having no restrictions as to use or
purpose imposed by donors.

Temporarily restricted net assets - Temporarily restricted net assets are those funds whose use has
been limited by donors to a specific time period or purpose.

Permanently restricted net assets - Permanently restricted net assets are restricted in perpetuity
by donors.

Contributions - Unconditional contributions, including promises to give cash and other assets, are
reported at fair value at the date the contribution is received. The gifts are reported as either
temporarily restricted or permanently restricted support if they are received with donor stipulations
that limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated
time restriction ends or purpose restriction is accomplished, temporarily restricted net assets are
reclassified as unrestricted net assets and reported in the statement of activities as net assets
released from restrictions.

Government grant revenues - Revenues from government contracts are recognized when
reimbursable expenses are incurred under the terms of the contract. Such revenues are subject to
audit by the agencies. No provision for any disallowances is reflected in the financial statements,
since management does not anticipate any material adjustments. Laws and regulations related to
government programs are subject to interpretation. As a result, there is at least a reasonable
possibility that recorded estimates may change by a material amount in the near term. Additionally,
noncompliance with such laws and regulations could result in penalties and exclusion from the
government programs.

Special events - CHF conducts special events in which a portion of the gross proceeds paid by the
participant represents payment for the direct cost of the benefits received by the participant at the
event. All proceeds received are recorded as special events revenues in the accompanying
statement of activities.

Consulting fees - CHF receives consulting fees for program-related guidance provided to non-
profit organizations. Revenue is recognized when earned based on signed agreements.

Functional allocation of expenses - The costs of providing services have been summarized on a

functional basis. Accordingly, certain costs have been allocated among the programs and
supporting services benefited.

-continued-



THE CHILDREN’S HEALTH FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Contributions and grant expenses - Contributions and grant expenses are recorded at the time
they are approved by the Board of Directors. The grants are recorded as current or long-term based
on the required payment schedule. Grants due in more than one year are discounted using risk-
adjusted rates.

Rent expense - CHF leases space at various locations. All leases are operating leases and are
reflected on the straight-line basis. Deferred rent, when material, is recorded for the difference
between the fixed payment and the rent expense.

Advertising - Advertising costs are expensed when incurred. Advertising for the year ended
December 31, 2017 was $35,283.

Summarized financial information for 2016 - The financial statements include certain prior-year
comparative information in total but not by net asset class. Such information does not include
sufficient detail to constitute a presentation in conformity with accounting principles generally
accepted in the United States of America. Accordingly, such information should be read in
conjunction with the organization’s financial statements for the year ended December 31, 2016,
from which the summarized information was derived.

Uncertainty in income taxes - CHF has determined that there are no material uncertain tax
positions that require recognition or disclosure in the financial statements. Periods ending
December 31, 2014 and subsequent remain subject to examination by applicable taxing
authorities.

Subsequent events - Subsequent events have been evaluated through June 7, 2018, which is the
date the financial statements were available to be issued.

Change in accounting principle/new accounting pronouncements - In 2017, CHF adopted ASU
2015-07 - Fair Value Measurement (Topic 820): Disclosures for Investments in Certain Entities
that Calculate Net Asset Value Per Share or its Equivalent. This ASU applies to investments in
certain entities for which fair value is measured using the net asset value per share (or its
equivalent) as a practical expedient. These investments are not categorized in the fair value
hierarchy but are included in the disclosure to reconcile investments to the statement of financial
position. This change does not impact the change in net assets or net assets.

-continued-



THE CHILDREN’S HEALTH FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 3 - INVESTMENTS

Investments consist of:

Level 1 Total
Mutual funds
Money market fund $ 1,390 $ 1,390
U.S. Treasury fund 22,842 22,842
Total investments reported

on the fair value hierarchy 24,232 24,232

Investments using NAV as practical expedient *
TIFF multi-asset fund 3,648,335
$_ 3,672,567

* In accordance with ASU 2015-07, certain investments that were measured using the
practical expedient have not been classified in the fair value hierarchy. The fair value
amounts presented in this table are intended to permit reconciliation of the fair value
hierarchy to the line item presented in the statement of financial position.

Fair Value of Investments in Entities that use NAV

The following table summarizes investments measured at fair value using NAV as a practical
expedient as of December 31, 2017:

Redemption
Redemption Unfunded Notice
Fair Value Frequency Commitments Period
Multi-Asset Fund $ 3,648,335 Daily - None

-continued-



THE CHILDREN’S HEALTH FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 3 - INVESTMENTS (continued)

Multi-Asset Fund - The Multi-Asset Fund is an investment vehicle under the TIFF Investment
Program, Inc. (“TIP”). TIP is a no-load, open-end management investment company that seeks to
improve the net investment returns of its members. The Multi-Asset Fund is available primarily to
foundations, endowments, other 501(c)(3) organizations, and certain other non-profit
organizations that meet TIP’s eligibility requirements. The fund’s investment objective is to attain
a growing stream of current income and appreciation of principal that at least offset inflation.

Investment income consists of;:

Interest and dividends $ 476,982
Net gain on investments 120,274
Investment income $ 597,256

NOTE 4 - CONTRIBUTIONS RECEIVABLE

Contributions receivable have been recorded at present value using a discount rate of 4.25%. The
receivables are due as follows:

2018 $ 3,103,057
2019 1,156,311
2020 225,000

4,484,368
Less discount to present value (65,111)
Present value of contributions receivable $ 4,419,257

NOTE 5 - BENEFICIAL INTEREST IN LEAD TRUST

CHF was the beneficiary of a charitable lead annuity trust. Pursuant to the terms of the agreement,
CHF received $40,000 annually through 2016 and $6,350 in 2017. This was based on an annuity
amount equal to 4% of the initial fair market value of the trust assets as of the date of the annuity
trust agreement. Any payment in satisfaction of the annuity amount shall be from income and, to
the extent that income is not sufficient, from principal. Any income of the trust in excess of the
annuity amount shall be added to principal. During 2017, the annuity trust was fully received and
there is no balance as of December 31, 2017.

-continued-



THE CHILDREN’S HEALTH FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 6 - FIXED ASSETS

Estimated
Useful Lives

Mobile medical units $ 4,949,322 10 years

Computers and equipment 591,508 3-5 years

Furniture 42,075 5 years

Leasehold improvements 2,393,926 3-5 years
7,976,831
Accumulated depreciation and amortization (6,847,913)
$_1,128,918

NOTE 7 - LINE OF CREDIT

CHF has a $1,000,000 working capital line of credit available from Citibank, N.A. that is
collateralized by the assets of CHF. Interest is computed at the prime rate, which was 4.5% at
December 31, 2017. The line of credit does not have a set expiration date. The balance outstanding
as of December 31, 2017 was $0. Interest expense for the year ended December 31, 2017 was
$30,962.

NOTE 8 - GRANTS PAYABLE

Grants payable have been recorded at present value using a discount rate of 4.25%. The payables
are due as follows:

2018 $ 2,949,939
2019 635,000

3,584,939
Less discount to present value (25,887)
Present value of grants payable $_ 3,559,052

-continued-



THE CHILDREN’S HEALTH FUND
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 8 - GRANTS PAYABLE (continued)

Subsequent to year end, in January 2018, CHF signed an agreement for a grant commitment of
$1.9 million to be paid in 2018.

NOTE 9 - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are available for the following purpose:

New York programs $ 2,127,706
Unspent endowment fund earnings 266,371
Total $_ 2,394,077

Temporarily restricted net assets were released from donor restrictions by incurring expenses
satisfying the restricted purposes or by occurrence of other events specified by donors.

New York programs $ 1,570,139
National programs 2,957,048
Crisis response 551,229
Appropriations of endowment fund earnings 60,000

$_5,138,416

NOTE 10 - ENDOWMENT FUNDS
General

Permanently restricted net assets consist of a single endowment of $2,000,000 which is restricted
to investment in perpetuity, the income from which is expendable to support any activity of CHF.
As required by accounting principles generally accepted in the United States of America, net assets
associated with permanently restricted funds are classified and reported based on the existence of
donor-imposed restrictions.

-continued-



10.
THE CHILDREN’S HEALTH FUND

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 10 - ENDOWMENT FUNDS (continued)

Interpretation of Relevant Law

The Board of Directors of CHF adopted the New York Prudent Management of Institutional Funds
Act (NYPMIFA). NYPMIFA permits charities to apply a spending policy to endowments based
on certain specified standards of prudence. CHF is governed by the NYPMIFA spending policy,
which establishes a maximum spending limit of 7% of the average of its previous five years’
balance. As a result of this interpretation, CHF classifies as permanently restricted net assets (a)
the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (¢) 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 permanently restricted net assets is classified as temporarily restricted net
assets until those amounts are appropriated for expenditure by the organization in a manner
consistent with the standards of prudence prescribed by NYPMIFA.

Return Objectives, Strategies Employed and Spending Policy

The objective is to maintain the principal endowment fund at the original amount designated by
the donor and to generate investment income for the specified purpose. The investment policy to
achieve this objective is to invest in low-risk securities. Investment income earned in relation to
the endowment funds is recorded as temporarily restricted income and released from restriction
upon expenditure for the program for which the endowment fund was established. Towards the
end of each year, the Board meets to decide how much income to release for the following year.

Funds with Deficiencies

CHF does not have any funds with deficiencies.

Endowment Net Asset Composition by Type of Fund as of December 31, 2017

Endowment net assets consist of $2,000,000 of a permanently restricted endowment and $266,371
of unappropriated earnings thereon which are temporarily restricted.

-continued-



11.
THE CHILDREN’S HEALTH FUND

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017

NOTE 10 - ENDOWMENT FUNDS (continued)

Changes in Endowment Net Assets for the Year Ended December 31, 2017

Temporarily Permanently

Restricted Restricted Total

Endowment net assets,

beginning of year $ 23,819 $ 2,000,000 $ 2,023,819
Interest and dividends 244,963 244,963
Net gain on investments 57,589 57,589
Appropriations (60,000) (60,000)
Endowment net assets,

end of year $_ 266,371 $ 2,000,000 $ 2,266,371

NOTE 11 - LEASE COMMITMENTS

CHF is a sublessee of Columbia University for office space at 125th Street in New York. The lease
expires on May 31, 2018. Rent expense for the year ended December 31, 2017 relating to this lease
was $374,010. Subsequent to year-end, in June 2017, CHF signed a new lease that expires on
May 31, 2020. Future minimum payments are as follows:

2018 $ 551,687
2019 743,000
2020 312,762

$_ 1,607,449

Additionally, CHF is a lessee for space in the Bronx, N.Y. utilized by the New York program
operated by Montefiore Medical Center. The lease expires on October 31, 2019. Future minimum
payments are as follows:

2018 $ 413,245
2019 344,371
$__ 757,616

For the year ended December 31, 2017, payments of $413,245 for this lease are included in
contributions and grants for the New York program on the statement of functional expenses.

-continued-
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NOTE 12 - PENSION

CHF has a 403(b) defined contribution pension plan. All employees at least 21 years of age
working over 1,000 hours per year are qualified to participate in this plan after one year of service.
The employer contributes 5% of employees’ gross salaries to the plan. Pension expense was
$146,904 for the year ended December 31, 2017.

NOTE 13 - CONCENTRATIONS

Financial instruments which potentially subject CHF to a concentration of credit risk are cash
accounts with a financial institution in excess of FDIC insurance limits.

In 2017, the highest five donors accounted for approximately 72% of total revenues and the highest
five receivables accounted for approximately 73% of receivables.



