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Independent Auditors’ Report

To the Board of Directors
California Alliance of Child and Family Services

Opinion

We have audited the accompanying consolidated financial statements of California Alliance of Child and
Family Services (a non-profit organization), which comprise the consolidated statement of financial
position as of December 31, 2022, and the related consolidated statements of activities and changes in net
assets, functional expenses, and cash flows for the year then ended, and the related notes to the
consolidated financial statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of California Alliance of Child and Family Services as of December 31,
2022, and the changes in their net assets and their cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. 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
California Alliance of Child and Family Services and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about California Alliance of
Child and Family Services ability to continue as a going concern within one year after the date that the
financial statements are available to be issued.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 generally accepted 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
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collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, 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 generally accepted auditing standards, we:

e  Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the combined 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 combined 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 California Alliance of Child and Family Services’ 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
combined financial statements.

e  Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about California Alliance of Child and Family
Services’ internal control 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 12, 2023,
on our consideration of California Alliance of Child and Family Services’ 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 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 California Alliance of Child and Family Services’ 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 California Alliance of Child and Family Services’
internal control over financial reporting and compliance.

Report on Summarized Comparative Information

We have previously audited California Alliance of Child and Family Services’ 2021 consolidated
financial statements, and we expressed an unmodified audit opinion on those audited financial statements
in our report dated June 13, 2022. In our opinion, the summarized comparative information presented
herein as of and for the year ended December 31, 2021, is consistent, in all material respects, with the
audited financial statements from which it has been derived.
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San Mateo, California
June 12, 2023



California Alliance of Child and Family Services
Consolidated Statement of Financial Position

December 31, 2022
(With Comparative Totals at December 31, 2021)

2022 2021
Assets
Current assets
Cash $ 563,480 $ 383,636
Accounts receivable, net 598,851 345,236
Contribution receivable 200,000 -
Investments 1,080,965 1,323,325
Deferred contract costs 6,429 222,387
Prepaid expenses 84,863 136,412
2,534,588 2,410,996
Property and equipment, net 36,354 27,646
Other assets
Operating lease right-of-use asset 99,904 -

$ 2,670,846 $ 2,438,642

Current liabilities

Accounts payable $ 108,600 $ 70,184
Accrued vacation 82,573 67,572
Other accrued expenses 7,336 5,498
Deferred revenue 25,145 338,516
Operating lease liability 48,206 -
271,860 481,770

Long-term liabilities

Operating lease liability 51,668 -
Net assets
Without donor restrictions 1,830,516 1,756,872
With donor restrictions 516,802 200,000
2,347,318 1,956,872

$ 2,670,846 $ 2,438,642

See accompanying notes.
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California Alliance of Child and Family Services
Consolidated Statement of Activities and Changes in Net Assets

Year Ended December 31, 2022
(With Comparative Totals for the Year Ended December 31, 2021)

2022
Without With
Restrictions Restrictions Total 2021
Revenue and support
Membership dues $ 1,787,130 $ - $ 1,787,130 $ 1,729,031
Training and conferences 290,702 - 290,702 2,625
Contributions
Contract services revenue 1,552,962 - 1,552,962 820,997
Contributions and grants 220,791 590,000 810,791 383,261
Investment return (loss), net (242,249) - (242,249) 175,037
Other revenue 3,234 - 3,234 31,780
Net assets released from restrictions 273,198 (273,198) - -
3,885,768 316,802 4,202,570 3,142,731
Expenses
Program services 2,925,425 - 2,925,425 2,081,109
Management and general 864,400 - 864,400 582,448
Fundraising expenses 22,299 - 22,299 29,999
3,812,124 - 3,812,124 2,693,556
Changes in net assets 73,644 316,802 390,446 449,175
Net assets, beginning of year 1,756,872 200,000 1,956,872 1,507,697
Net assets, end of year $ 1,830,516 $ 516,802 $ 2,347,318 $ 1,956,872

See accompanying notes.
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California Alliance of Child and Family Services

Consolidated Statement of Cash Flows

Year Ended December 31, 2022
(With Comparative Totals for the Year Ended December 31, 2021)

Cash flows from operating activities
Change in net assets

Adjustments to reconcile change in net assets to net cash

provided by operating activities:
Depreciation

Loss (gain) (realized and unrealized) on investments

Loss on disposal of equipment
Changes in operating assets and liabilities:
(Increase) decrease in:
Accounts receivable
Contribution receivable
Deferred contract costs
Prepaid expenses
Operating lease assets
Increase (decrease) in:
Accounts payable
Accrued vacation
Accrued other
Operating lease liabilities
Deferred revenue

Net cash provided by operating activities
Cash flows from investing activities
Purchase of property and equipment
Purchase of investments, including short
term liquid investments

Proceeds from sale of investments

Net cash provided (used) by investing activities

Net increase in cash

Cash, beginning of year

Cash, end of year

Non-cash transactions:

Lease accounting implementation adjustment (see Note 1)

See accompanying notes.
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2022 2021
390,446 $ 449,175
12,328 8,970
270,821 (155,364)
12,115 -
(253,615) (189,957)
(200,000) -
215,958 (222,387)
51,549 (118,190)
46,944 -
38,416 62,704
15,001 (249)
1,838 (7,301)
(46,974) -
(313,371) 175,549
241,456 2,950
(33,151) (11,301)
157,232 (514,550)
(185,693) 595,065
(61,612) 69,214
179,844 72,164
383,636 311,472
563,480 $ 383,636
146,848 -



California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 1 — Organization and Summary of Significant Accounting Policies

The Organization — California Alliance of Child and Family Services (“the Alliance”) is a
nonprofit mutual benefit corporation representing child and family service organizations
throughout California. The Alliance’s primary program activities are member advocacy,
executive support, conferences, and other opportunities for training and professional
development in accordance with regulatory and organizational standards. The Alliance’s
member agencies provide a full array of services to children, youth and families often
served through public systems. Among the services they provide are prevention, home
and community-based care, adoption, resource families, behavioral health, residential and
education services.

Children’s Services Foundation (“the Catalyst Center”) is a nonprofit public benefit
corporation organized and operated exclusively for charitable purposes in California. The
Catalyst Center’s primary purpose is to provide education and training, research, sharing
of resources and research findings, provide technical assistance, and promulgate
standards and establish guidelines for best practice, all with the primary goal of improved
services to children and families.

Full Circle Health Network (“Full Circle”) is a single member LLC formed to create a
new integrated network of community-based organizations across California that aims to
forge partnerships with managed care plans and provide whole-person and whole-family
services. It is a network of nonprofit, nationally accredited providers that delivers
integrated and coordinated community-based services to vulnerable children, individuals,
and families across California.

Principles of consolidation — The accompanying consolidated financial statements
include the accounts of the Alliance, Catalyst Center, and Full Circle. The Alliance and
the Catalyst Center are under the common control of the Alliance’s Board of Directors.
Full Circle is a subsidiary LLC of the Catalyst Center. All significant intercompany
accounts have been eliminated in consolidation.

Basis of accounting — The consolidated financial statements are prepared on the accrual
basis of accounting.

Basis of presentation — The Alliance classifies its net assets for accounting and reporting
purposes into two classes, according to externally imposed restrictions:

Net assets without restrictions - Net assets that are not subject to donor-imposed
stipulations, which represent the expendable resources that are available for
operations at management’s discretion.



California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 1 — Organization and Summary of Significant Accounting Policies (continued)

Net assets with restrictions - Net assets subject to donor-imposed stipulations.
These include both restrictions that can be fulfilled by actions of the Alliance
pursuant to those stipulations or that expire by the passage of time, and donor-
imposed stipulations that are to be maintained permanently by the Alliance.
Generally, the donors of assets with permanent restrictions permit the Alliance to
use all or part of the income earned on the assets.

Accounts receivable - The Alliance uses the allowance method in order to reserve for
potential uncollectible accounts receivable. Allowance for doubtful accounts at December
31,2022 was $11,502.

Contribution receivable - Unconditional contributions that are expected to be collected
within one year are recorded at net realizable value. Unconditional contributions to be
collected in future years are recorded at fair value, which is measured at the present value
of their 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.

Investments - The Alliance values its investments at fair value. Gains and losses
(including investments bought, sold, and held during the year) are reflected in the
consolidated statement of activities as gain (loss) on investments. Short term highly
liquid bank deposits held in investment accounts and not used for operations are treated
as investments.

Fair value measurements - Generally accepted accounting principles provide guidance on
how fair value should be determined when financial statement elements are required to be
measured at fair value. Valuation techniques are ranked in three levels depending on the
degree of objectivity of the inputs used with each level:

Level 1 inputs — unadjusted quoted prices on active markets for identical assets

Level 2 inputs — observable inputs other than quoted prices for identical assets

Level 3 inputs — estimates using the best information available when there is little or
no market

The Alliance is required to measure certain investments at fair value. The Alliance uses
appropriate valuation techniques based on the available inputs to measure the fair value
of its investments. When available, the Alliance measures fair value using Level 1 inputs
because they generally provide the most reliable evidence of fair value.



California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 1 — Organization and Summary of Significant Accounting Policies (continued)

Property and equipment - Property and equipment are stated at cost or, if donated, at the
approximate fair value at the date of donation. Depreciation is computed using the
straight-line method over the estimated useful lives of the property and equipment.
Additions with a cost of less than $1,000 are expensed.

Revenue recognition

Membership dues - The Alliance satisfies performance obligations and records
membership dues revenue ratably over the life of the one-year membership term, as
members simultaneously receive and consume the benefits of the membership. The
management believes that recognizing performance obligation over time is a best
measure of progress toward complete satisfaction of the membership performance
obligation. These arrangements give rise to contract liabilities (deferred revenue).
Contract liabilities are recognized as revenue as performance obligations are
satisfied. For the year ended December 31, 2022 deferred membership dues were
$25,145. See Note 7.

Training and conference fees - In addition to membership dues income, the Alliance
provides training and conferences for its members. The training and conference fees
are recognized as revenue at the point the events are held, when ownership risk and
rewards are transferred to the members. Training and conference fees paid in
advance give rise to contract liabilities (deferred revenue). For the year ended
December 31, 2022 deferred training and conference fees were $0. See Note 7.

Grants and contracts - Grants and contracts that serve the general public are treated
as conditional contributions if they include a barrier and a right of return or a right
of release of the promisor's obligation. Revenue is recognized when a specific
barrier is overcome (when performance goals are met or qualifying expenditures are
incurred). Conditional contributions received in advance are accounted for as
refundable advances until the conditions have been substantially met.

Contributions — Unconditional contributions are recognized as revenue in the period
received. Conditional contributions — that is, those with measurable performance of
other barriers and a right of return — are not recognized until the conditions on
which they depend have been met. Contributions are considered to be available for
unrestricted use unless specifically restricted by the donor.
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California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 1 — Organization and Summary of Significant Accounting Policies (continued)

The Alliance reports cash contributions as 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 to
unrestricted net assets and reported in the statement of activities as net assets
released from restrictions. Contributions are considered to be available for
unrestricted use unless specifically restricted by the donor. The Alliance has
adopted a policy to classify donor restricted contributions as without donor
restrictions if the restrictions are met in the reporting period.

Donated services - Donated services are recognized as contributions if the services
(a) create or enhance financial assets or (b) require specialized skills, are performed
by people with those skills, and would otherwise be purchased by the Alliance.

Income taxes - The Alliance and the Foundation are exempt from taxation under Internal
Revenue Code Section 501(c)(6) and 501(c)(3), respectively, and California Revenue and
Taxation Code Section 23701(d). Full Circle Health Network is a single member LLC
exempt from federal and state income taxes.

Cost allocation - The costs of providing the various programs and activities have been
summarized on a functional basis in the consolidated statement of activities. Accordingly,
indirect costs have been allocated among the programs and supporting services on a basis
proportionate to direct staff time or other method which best measures the relative degree
of benefit.

Adoption of lease accounting standard — Effective January 1, 2022, the Organization
adopted FASB ASU 842, Leases. The new standard establishes a right of use (ROU)
model that requires a lessee to record an ROU asset and a corresponding lease liability on
the balance sheet for all leases with terms longer than 12 months. Leases are classified as
either finance or operating, with classification affecting the pattern of expense
recognition in the statement of activities.

The Organization recognized and measured leases existing at, or entered into after,
January 1, 2022 (the beginning of the period of adoption) through a cumulative effect
adjustment, with certain practical expedients available. The adoption resulted in the
recognition of a right-of-use asset of $146,848 and an operating lease liability of
$146,848 as of January 1, 2022. The adoption did not have a material impact on the
Organization’s results of operations or cash flows.

Subsequent events - Management has evaluated subsequent events through June 12,
2023, the date on which the financial statements were available to be issued.
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California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 1 — Organization and Summary of Significant Accounting Policies (continued)

Use of estimates - The preparation of consolidated financial statements in conformity
with the accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Comparative totals - The consolidated financial statements include certain prior-year
summarized comparative information in total but not by net assets 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 Alliance's
consolidated financial statements for the year ended December 31, 2021 from which the
summarized information was derived.

Note 2 — Investments

The fair value of securities has been measured on a recurring basis using quoted prices
for identical assets in active markets (Level 1 inputs). The table below represents the
balances of investments measured at fair value as of December 31, 2022:

Equities $ 711,704
Corporate bonds 285,161
Real estate stock 10,371
Bank deposits 73,729

$ 1,080,965

Net investment return for the year ended December 31, 2022, included in the
consolidated financial statement of activities is summarized as follows:

Interest and dividends $ 42,790

Net realized and unrealized losses (270,821)

Investment expenses (14,218)
$ (242,249)

All investment return is classified without restriction in the consolidated statement of
activities.
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California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 3 — Fair Value Measurements

Fair values of assets measured on a recurring basis at December 31, 2022, are as
follows:

Quoted Priced in
Active Markets
for Identical
Assets (Level 1)

Investments $ 1,080,965

Note 4 — Deferred Contract Costs
Deferred contracts costs include additional contract costs paid in 2021 but billed in May
2022 under the 2022 contract, as allowed by the terms of the contract. As of December
31, 2022, total deferred contract costs were $6,429.

Note 5 — Property and Equipment

As of December 31, 2022, property and equipment consists of the following:

Useful
Life
Equipment 3-8 § 80,881
Accumulated depreciation and amortization (44,527)
$ 36,354
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California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 6 — Restrictions on Net Assets

Net assets with donor restrictions consists of the following for the year ended December

31, 2022:
Beginning Released from Ending
Balance Contributions Restriction Balance
Casey Family Programs grant 200,000 - (200,000) -
Conrad N. Hilton Foundation grant - 590,000 (73,198) 516,802
Total net assets $ 200,000 $ 590,000 § (273,198) $ 516,802

Note 7 — Revenue Recognition and Deferred Revenue

The timing of revenue recognition for membership dues and conferences and training
fees, and related billings and cash collections, results in billed accounts receivable and
deferred revenue (contract liabilities) on the Statement of Financial Position.

At December 31, the balance of dues receivable, a component of accounts receivable, is
as follows:

2022 2021

Membership dues receivable, net S 85,565 S 54,718

The table below shows the activity in deferred membership dues and training and
conferences fees paid in advance for the year ended December 31, 2022:

Deferred Training and Total
Membership Conference Deferred
Dues Fees Revenue
Balance as of December 31, 2021 $ 176,211  $ 162,305 $ 338,516
Previously deferred revenue recognized (176,211) (162,305) (338,516)
Cash received 1,636,064 128,397 1,764,461
Current revenue recognized (1,610,919) (128,397) (1,739,316)
Balance as of December 31, 2022 $ 25,145  $ - $ 25,145
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California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 8 — Governing Board Designations

The Alliance’s governing board has designated, from net assets without donor restrictions
of $1,830,516, net assets for the following purpose as of December 31, 2022:

Full Circle Health Network expenditures $ 250,000

Note 9 — Information Regarding Liquidity and Availability

The Alliance strives to maintain liquid financial assets sufficient to cover 90 days of
general expenditures. Financial assets in excess of daily cash requirements are invested
in money market funds and other short-term investments.

The following table reflects the Alliance’s financial assets as of December 31, 2022.
Amounts not available may include board designated funds, which if the need arises
could be drawn upon through board resolution. Amounts not available to meet general
expenditures within one year also may include net assets with donor restrictions.

Financial assets at year end:

Cash and cash equivalents $ 563,480

Investments 1,080,965

Accounts receivable 598,851

2,243,296

Less amounts not available to be used within one year

Net assets with donor restrictions (516,802)
Board designated funds (see Note 8) (250,000)
(766,802)

Financial assets available to meet cash needs for
general expenditures within one year $ 1,476,494

Note 10 — Retirement Plans

The Alliance participates in a defined contribution profit-sharing plan under IRC 401(k).
All employees age twenty-one and older who have completed one year of service are
eligible to participate in the plan. Participants may contribute up to maximum amount
permitted by law. The Alliance contributes employer base contribution equal to 4% of
participant’s compensation to each participant’s account regardless of the participant’s
voluntary contribution

15



California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 10 — Retirement Plans (continued)

In addition, the Alliance contributes matching employer contribution equal to 100% of
participant’s voluntary contribution not to exceed 3% of participant’s compensation
during the year. Employer contributions under this plan for the year ended December 31,
2022 were $69,844. Participants’ accounts are fully vested from the date of participation
in the plan.

Note 11 — Concentrations
Credit risk

The Alliance maintains cash balances and money market accounts at various financial
institutions, which are FDIC insured up to the limits allowed by law. At times such
balances may exceed the insurance limit. The Alliance has not experienced any losses in
such accounts, and management believes the Alliance is not exposed to any significant
credit risk related to cash.

Credit risk associated with accounts receivable is considered to be limited due to high
historical collection rates and because substantial portions of the outstanding amounts are
due from governmental agencies and foundations that support the Alliance’s mission.
Investments are managed by an investment manager in a diversified portfolio whose
performance is monitored by the Board of Directors. Although the fair value of
investments is subject to fluctuations on a year-to-year basis, the Board of Directors
believes that the investment policies and guidelines are prudent for the long-term welfare
of the Alliance.

Major customers

As of December 31, 2022, contract revenue from one government agency accounted for
approximately $836,000 or 20% of total revenue. At December 31, 2022, the accounts
receivable due from this agency was approximately $403,000 or 67% of total accounts
receivable.

Note 12 — Leases
The Organization leases its office facility under an operating lease agreement expiring in

January 2025, with no stated provision for renewal. The lease provides for increases in
future minimum annual rental payments.
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California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 12 — Leases (continued)

The weighted-average discount rate is based on the discount rate implicit in the lease.
The Organization elected the option to use the risk-free rate determined using a period
comparable to the lease terms as the discount rate for leases where the implicit rate is not
readily determinable. When applicable, the Organization includes renewal options in the
determination of right-of-use assets and lease liabilities, when the options are reasonably
certain to be exercised.

Total right-of-use assets and lease liabilities at December 31, 2022 are shown on the
consolidated Statement of Financial Position as follows:

Other assets - Operating lease right-of-use asset $ 99,904
Current liabilities - Operating lease liability $ 48,206
Long term liabilities - Operating lease liability 51,668

$ 99,874

The operating lease costs for the year ended December 31, 2022 were $48,451.

The following summarizes the weighted-average remaining lease term and weighted-
average discount rate for 2022:

Weighted-average remaining lease term in years 2.1
Weighed-average discount rate 1.25%

As of December 31, 2022, the future minimum lease payments under the noncancelable
operating lease with a term greater than one year are listed below:

Year ending December 31

2023 $ 48,480

2024 48,590

2025 4,050
Total lease payments 101,120
Less: Implied Interest (1,246)
Present value of lease liability — $ 99,874
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California Alliance of Child and Family Services
Notes to Consolidated Financial Statements

December 31, 2022

Note 13 — Contingencies

The Organization’s grants and contracts are subject to inspection and audit by the
appropriate government funding agencies. The purpose is to determine whether
program funds were used in accordance with their respective guidelines and
regulations. The potential exists for disallowance of previously funded program costs.
The ultimate liability, if any, which may result from these governmental audits cannot
be reasonably estimated, and the Alliance has no provision for the possible
disallowance of program costs on its consolidated financial statements.

In early 2022, the Alliance cancelled its Winter 2022 conference due to the spread of
COVID-19. Because cancellation was within 90 days of the event, the Alliance
incurred a $236,826 cancellation penalty, of which $118,412 was applied to the 2022
conference deposits and $59,207 will be applied to 2024 conference deposits. The
remaining balance of $59,207 was paid in June 2022 and has been included in total
member conferences expenses on the consolidated Statement of Functional Expenses.

Note 14 — Uncertainty Due to COVID-19

The Alliance adapted its operations so that a majority of its services are provided
remotely and is currently transitioning to a hybrid work model that incorporates a
mixture of in-office and remote work. Management believes that the adaptive changes
in operations along with current resources will be sufficient to protect the Alliance from
the near-term negative impact related to the COVID-19 pandemic. The extent to which
the pandemic may impact the Alliance’s operations remains uncertain.

In addition, the pandemic has had a broad impact on commerce and financial markets
around the world. The United States and global markets experienced significant
volatility resulting from uncertainty caused by the pandemic. The Alliance is closely
monitoring its investment portfolio and its liquidity and is actively working to minimize
the impact of this volatility.
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Independent Auditors’ Report on Internal Control over Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board of Directors
California Alliance of Child and Family Services

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 consolidated
financial statements of California Alliance of Child and Family Services (“the Alliance”),
which comprise the statement of financial position as of December 31, 2022, and the related
consolidated statements of activities and changes in net assets, functional expenses, and cash
flows for the year then ended, and the related notes to the financial statements, and have
issued our report thereon dated June 12, 2023.

Report on Internal Control over Financial Reporting

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

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

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

CERTIFIED PUBLIC ACCOUNTANTS
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Alliance’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.

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 the Alliance’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Alliance’s
internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

é'/@mm &/fssou:a:c?g Lo

San Mateo, California
June 12, 2023
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June 12, 2023

To Those Charged with Governance
California Alliance of Child and Family Services

We have audited the consolidated financial statements of California Alliance of Child and
Family Services (the Alliance) for the year ended December 31, 2022 and have issued our report
thereon dated June 12, 2023. Professional standards require that we provide you with
information about our responsibilities under generally accepted auditing standards as well as
certain information related to the planned scope and timing of our audit. We have communicated
such information to you in our engagement letter to you dated February 1, 2023. Professional
standards also require that we communicate to you the following information related to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the Alliance are described in Note 1. Effective January
1, 2022, the Alliance adopted the new lease standard under ASU 842, Leases. The application
of other existing policies was not significantly changed during the year ended December 31,
2022. We noted no transactions entered into by Alliance during the year for which there is a lack
of authoritative guidance or consensus. All significant transactions have been recognized in the
financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates
affecting the financial statements were:

e Management’s estimate of the fair market value of investments is based on appropriate
valuation techniques. When available, management uses unadjusted quoted prices on
active markets for identical assets. We evaluated the key factors and assumptions used
to determine fair value of investments in determining that they are reasonable in relation
to the financial statements taken as a whole.

CERTIFIED PUBLIC ACCOUNTANTS
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e Management’s estimate of the depreciable lives and estimated residual value of property
and equipment is based on the estimated useful life of the asset. We evaluated the key
factors and assumptions used to develop the estimate of depreciable lives and estimated
residual value of property and equipment in determining that it is reasonable in relation
to the financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. The most sensitive disclosures affecting financial statements are:

e Information regarding liquidity and availability in Note 9.
e Contingencies including imposition of cancellation fees in Note 13.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of
management. Management has corrected all such misstatements. In addition, none of the
misstatements detected as a result of audit procedures and corrected by management were
material, either individually or in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting,
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the
financial statements or the auditor’s report. We are pleased to report that no such disagreements
arose during the course of the audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated June 12, 2023.

Management Consultations with Other Independent Accountants

In some cases management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Alliance’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
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statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Alliance’s auditors.
However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition of our retention.

This information is intended solely for the use of those charged with governance and

management of California Alliance of Child and Family Services and is not intended to be, and
should not be, used by anyone other than those specified parties.

Very truly yours,

' g /fsfo cals, (CF

Gilmore & Associates, LLP



