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INDEPENDENT AUDITOR’S REPORT 
 
 
 
 
To the Board of Directors of 
AMERICAN INSTITUTE OF PHILANTHROPY  
D/B/A CHARITYWATCH 
 
Opinion 
 
We have audited the accompanying financial statements of American Institute of Philanthropy d/b/a 
CharityWatch (a nonprofit organization), which comprise the statement of financial position as of 
December 31, 2021 and 2020, and the related statements of activities, functional expenses, and cash flows 
for the years then ended, and the related notes to the financial statements. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of American Institute of Philanthropy d/b/a CharityWatch as of December 31, 2021 and 
2020, and the changes in net assets and 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 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 
American Institute of Philanthropy d/b/a CharityWatch 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 these financial statements in 
accordance with accounting principles generally accepted in the United States of America; and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about American Institute of Philanthropy 
d/b/a CharityWatch’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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Auditors’ 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 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 
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: 
 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

 Identify and assess the risks of material misstatement of 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.  
 

 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 American Institute of Philanthropy d/b/a CharityWatch’s internal control.  
Accordingly, no such opinion is expressed. 
 

 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. 
 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about American Institute of Philanthropy d/b/a CharityWatch’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. 
 

 
 
 
 
 

June 16, 2022 
 



2021 2020

CURRENT ASSETS
Cash and cash equivalents 978,976$        525,909$        
Accounts receivable 124                 215                 
Contributions receivable 11,260 535                 
Interest receivable -                      4,989
Investments -                      359,758          
Prepaid expenses 12,453            9,692              

TOTAL CURRENT ASSETS         1,002,813            901,098 

FIXED ASSETS
Office furniture and equipment 6,573              11,361            
Database and web applications 285,477          285,477          
Less:  accumulated depreciation 269,557          257,480          

Total depreciable fixed assets, net 22,493            39,358            

OTHER ASSETS
Deposits                6,400                6,495 

TOTAL ASSETS $     1,031,706  $        946,951 

CURRENT LIABILITIES
Accounts payable 1,914$            16,987$          
Accrued salaries 16,457            12,362            
Accrued vacation 9,595              9,367              

TOTAL CURRENT LIABILITIES              27,966              38,716 

NET ASSETS
Without donor restrictions 1,003,740       908,235          

TOTAL LIABILITIES AND NET ASSETS $     1,031,706  $        946,951 

LIABILITIES AND NET ASSETS

AMERICAN INSTITUTE OF PHILANTHROPY
STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2021 AND 2020

ASSETS

The accompanying notes are an integral part of these financial statements.
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2021 2020

PUBLIC SUPPORT
AND OTHER INCOME

PUBLIC SUPPORT
Contributions 525,939$        491,320$        
Grants 10,000 -                      
Government grants 81,692 73,990            

TOTAL PUBLIC SUPPORT 617,631          565,310          

OTHER INCOME
Interest income 913                 6,847              
Unrealized gain/(loss) on investments (757) 208                 
In-kind software 16,985            1,356              
Contributed services 112,636          119,262          
Other income 682                 416                 

TOTAL OTHER INCOME 130,459          128,089          

TOTAL PUBLIC SUPPORT 
AND OTHER INCOME 748,090          693,399          

EXPENSES
Program 527,563          666,157          
General and administrative 97,111            125,393          
Fundraising 27,911            19,216            

TOTAL EXPENSES 652,585          810,766          

CHANGE IN NET ASSETS 95,505            (117,367)         

NET ASSETS - 
BEGINNING OF YEAR 908,235 1,025,602

NET ASSETS - 
END OF YEAR 1,003,740$    908,235$       

STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

AMERICAN INSTITUTE OF PHILANTHROPY

The accompanying notes are an integral part of these financial statements.
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Management
Program and General Fundraising Total

Salaries 272,629$   32,129$      8,794$     313,552$   
Payroll taxes 22,481       2,649          725          25,855       
Advertising 146            -                 -               146            
Bank charges -                 12,691        -               12,691       
Conferences and meetings 380            1,341          -               1,721         
Depreciation 15,853       169             843          16,865       
Dues and subscriptions 1,209         63               199          1,471         
General insurance 4,846         543             17            5,406         
Health insurance 20,328       2,396          656          23,380       
In-kind advertising 84,298       9,366          -               93,664       
In-kind software 15,014       1,181          790          16,985       
In-kind professional fees 18,023       949             -               18,972       
Mail service 1,065         323             2,805       4,193         
Miscellaneous 1,146         311             20            1,477         
Occupancy costs 32,188       3,793          1,038       37,019       
Office 7,316         796             221          8,333         
Online services 1,002         118             32            1,152         
Postage and delivery 6,273         2,871          4,170       13,314       
Printing 10,561       773             6,870       18,204       
Professional fees 10,257       19,242        650          30,149       
Registrations -                 5,083          -               5,083         
Telephone 2,509         295             81            2,885         
Travel and meals 39              29               -               68              

   TOTAL EXPENSES  $   527,563  $     97,111  $   27,911  $   652,585 

AMERICAN INSTITUTE OF PHILANTHROPY
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2021

See Independent Auditors' Report.
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Management
Program and General Fundraising Total

Salaries 392,228$   60,235$      3,222$     455,685$   
Payroll taxes 29,783       5,032          259          35,074       
Advertising 236            -                 55            291            
Bank charges -                 12,974        -               12,974       
Conferences and meetings 350            297             -               647            
Depreciation 44,811       477             2,383       47,671       
Dues and subscriptions 1,003         -                 -               1,003         
General insurance 4,853         587             5              5,445         
Health insurance 21,842       4,443          213          26,498       
In-kind advertising 99,825       11,092        -               110,917     
In-kind software 618            732             6              1,356         
In-kind professional fees 7,928         417             -               8,345         
Mail service 1,142         372             2,968       4,482         
Miscellaneous 405            2,433          34            2,872         
Occupancy costs 30,057       6,114          294          36,465       
Office 4,187         739             45            4,971         
Online services 1,650         336             16            2,002         
Postage and delivery 5,535         2,574          3,513       11,622       
Printing 9,180         748             5,963       15,891       
Professional fees 8,585         11,848        221          20,654       
Registrations -                 3,427          -               3,427         
Telephone 1,939         395             19            2,353         
Travel and meals -                 121             -               121            

   TOTAL EXPENSES  $   666,157  $   125,393  $   19,216  $   810,766 

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2020

AMERICAN INSTITUTE OF PHILANTHROPY

See Independent Auditors' Report.
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2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from contributions 606,906$          564,906$          
Cash paid to suppliers and employees (519,515)          (656,296)          
Miscellaneous income 773                   416                   
Interest received 5,902                15,064              

NET CASH (USED) PROVIDED BY
  OPERATING ACTIVITIES 94,066              (75,910)            

CASH FLOWS FROM INVESTING ACTIVITIES
Net sale (purchase) of investments 359,001            234,000            

NET INCREASE (DECREASE) IN CASH 
AND CASH EQUIVALENTS 453,067            158,090            

CASH AND CASH EQUIVALENTS - 
BEGINNING OF YEAR 525,909            367,819            

CASH AND CASH EQUIVALENTS - 
END OF YEAR $         978,976  $         525,909 

AMERICAN INSTITUTE OF PHILANTHROPY
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

The accompanying notes are an integral part of these financial statements. 
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2021 2020

CHANGE IN NET ASSETS 95,505$            (117,367)$        

ADJUSTMENTS TO RECONCILE CHANGE
  IN NET ASSETS TO NET CASH (USED)
  PROVIDED BY OPERATING ACTIVITIES

Depreciation 16,865 47,671
Unrealized (gain) loss on investments 757 (208)                 
(Increase) decrease in assets:

Accounts receivable 91                     (39)                   
Contributions receivable (10,725)            (365)                 
Deposits 95                     (6,495)              
Interest receivable 4,989                8,217                
Prepaid expenses (2,761)              (25)                   

Increase (decrease) in liabilities:
Accounts payable (15,073)            5,986                
Accrued salaries 4,095                1,055                
Accrued vacation 228                   (14,340)            

TOTAL ADJUSTMENTS                (1,439)               41,457 

NET CASH (USED) PROVIDED BY
OPERATING ACTIVITIES $           94,066  $          (75,910)

SUPPLEMENTAL DISCLOSURE OF NON-CASH ITEMS:
Contributed services 112,636$          119,262$          
Donated software 16,985              1,356                

      TOTAL IN-KIND DONATIONS  $         129,621  $         120,618 

NET CASH (USED) PROVIDED BY OPERATING ACTIVITIES
RECONCILIATION OF CHANGE IN NET ASSETS TO

The accompanying notes are an integral part of these financial statements. 
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AMERICAN INSTITUTE OF PHILANTHROPY 
D/B/A/ CHARITYWATCH 

 NOTES TO FINANCIAL STATEMENTS 
 DECEMBER 31, 2021 AND 2020 
 
1.  DESCRIPTION OF OPERATIONS  
 

American Institute of Philanthropy d/b/a CharityWatch (the Organization) aids and advances the 
non-profit sector by promoting wise charitable giving.  This is accomplished by educating the 
public and the media about the non-profit field and the practices of specific charities through the 
website www.charitywatch.org, the publication of the Charity Rating Guide & Watchdog Report, 
and frequent interviews with journalists.  Contributions and grants comprise approximately 100% 
and 99% of the Organization’s 2021 and 2020 revenue, respectively. 

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
Basis of Accounting - The financial statements of the Organization have been prepared on the 
accrual basis of accounting and accordingly reflect all significant receivables, payables, and other 
liabilities. 
 
Net Assets - Net assets, revenues, gains, and losses are classified based on the existence or absence 
of donor or grantor-imposed restrictions.  Accordingly, net assets and changes therein are classified 
and reported as follows: 
 
Net Assets Without Donor Restrictions - Net assets available for use in general operations and not 
subject to donor (or certain grantor) restrictions. 
 
Net Assets With Donor Restrictions - Net assets subject to donor (or certain grantor) imposed 
restrictions.  Some donor-imposed restrictions are temporary in nature, such as those that will be 
met by the passage of time or other events specified by the donor.  Other donor-imposed 
restrictions are perpetual in nature, where the donor stipulates that resources be maintained in 
perpetuity.  Donor-imposed restrictions are released when a restriction expires, that is, when the 
stipulated time has elapsed, when the stipulated purpose for which the resource was restricted has 
been fulfilled, or both.  There were no Net Assets with Donor Restrictions for the years ended 
December 31, 2021 and 2020. 

 
Cash and Cash Equivalents - The Organization considers all highly liquid investments with an 
original maturity of three months or less to be cash equivalents for purposes of the statement of 
cash flows. 
 
Concentration of Credit Risk - The Organization maintains its cash at one commercial bank and 
at the bank’s affiliated brokerage company. The balances are insured by the Federal Deposit 
Insurance Corporation (FDIC) up to $250,000. At December 31, 2021, the Organization’s 
uninsured deposits totaled $688,244.    
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 

Contributions Receivable - Contributions receivable due within the next year are reflected as 
current contributions receivable and are recorded at their fair value. The Organization expects to 
collect all contributions receivable within the next year and therefore, has not recorded an 
allowance for uncollectible contributions.  
 
Investments - The Organization carries market indexed certificates of deposit with readily 
determinable fair values at their fair values in the statement of financial position. Unrealized gains 
and losses are included in the change in net assets in the accompanying statement of activities.  
 
Property and Equipment - All acquisitions of property and equipment in excess of $5,000 are 
capitalized.  Property and equipment are carried 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 
service lives of the asset as follows: 

 
 
 
 
 

Depreciation expense was $16,865 and $47,671 for the years ended December 31, 2021 and 2020, 
respectively. 
 
Functional Allocation of Expenses - The cost of providing program and other activities have been 
summarized on a functional basis in the Statements of Activities.  The Statement of Functional 
Expenses present the natural classification detail of expenses by function.  Accordingly, certain 
costs have been allocated among the program and supporting services benefited.  The expenses that 
are allocated on the basis of estimates of time and effort include occupancy, salaries and wages, 
payroll taxes, office and telephone, and health insurance. 

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

 
Donated materials - Donated materials are recorded as support at their estimated values at the date 
of receipt. 

 
Estimates - Management uses estimates and assumptions in preparing financial statements. Those 
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of 
contingent assets and liabilities, and the reported revenues and expenses. Actual results could differ 
from those estimates. 

 
Income Taxes Status - The Organization is exempt from federal income tax under Section 
501(c)(3) of the Internal Revenue Code.  In addition, the Organization qualifies for the charitable 
contribution deduction under Section 170(b)(1)(A) and has been classified as an organization other 
than a private foundation under Section 509(a)(2).   
 

Major Group Life
 

Office furniture and equipment 5 years 
Database and web applications 5 years 
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3. LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS 
 
Financial assets available for general expenditure, that is, without donor or other restrictions 
limiting their use, within one year of the balance sheet date, comprise the following: 
   
  

Cash and cash equivalents $ 978,976
Contributions and accounts receivable  11,384
    Financial assets available within one year for general expenditure $      990,360

 
The Organization expects to collect cash in the near term to meet its cash needs.  Cash in excess of 
its current cash needs is maintained for unexpected expenditures. 
 

4. INVESTMENTS AND FAIR VALUE  
  
 The Organization’s investments at December 31, 2021 and 2020 are stated at fair value and consist 

of market indexed certifications of deposit with a cost of $-0- and $359,000, respectively. Fair 
value of the market indexed certifications are $-0- and $359,758.  Investment return for these 
investments consists of interest income of $789 and $6,601 and unrealized gains/(loss) of $(757) 
and $208, for the years ended December 31, 2021 and 2020, respectively.   

 
 Financial Accounting Standards Board (FASB) Accounting Standards Codification Topic 820, 

Fair Value Measurements and Disclosures, establishes a fair value hierarchy that prioritizes the 
inputs to valuation techniques used to measure fair value.  This hierarchy consists of three broad 
levels:  Level 1 inputs consist of unadjusted quoted prices in active markets for identical assets and 
have the highest priority.  Level 2 inputs consist of observable inputs other than quoted prices for 
identical assets.  Level 3 inputs are unobservable and have the lowest priority.  The Organization 
uses appropriate valuation techniques based on the available inputs to measure the fair value of its 
investments.  When available, the Organization measures fair value using Level 1 inputs because 
they generally provide the most reliable evidence of fair value.  Level 3 inputs are used only when 
Level 1 and Level 2 are not available.  Fair values for all investments of the Organization are 
valued based upon a matrix or model pricing method (Level 2). 

 
5. LEASES 
 

The Organization leases office space under an operating lease. Rent expense was $35,200 and 
$33,407 for the years ended December 31, 2021 and 2020, respectively. The rent payments under 
the current lease began October 1, 2020, and the lease has an expiration date of November 30, 
2022. The future minimum lease payments are as follows: 
 

Year Ending
December 31, 

2022 $     35,200
 
 
 
 
 



 

-12- 
 

6. CONTRIBUTED SERVICES 
  

The fair value of contributed services included in the financial statements for the years ended 
December 31, 2021 and 2020 were $112,636 and $119,262, respectively. These services meet the 
requirements of generally accepted accounting principles to be recognized as contributions. 
 

7. PAYCHECK PROTECTION PROGRAM  
 

On May 4, 2020, the Organization received $73,500 in funding under The Paycheck Protection 
Program (PPP) as part of the CARES Act offered through the Small Business Administration. The 
terms of this agreement indicate the Organization must use the proceeds to fund/offset qualifying 
expenses over a twenty-four week period. Funding under the PPP is in the form of a forgivable 
loan. The loan bears an interest rate of 1%, but is forgivable if funds are spent in accordance with 
the requirements of the CARES Act.  On March 29, 2021, the PPP loan was fully forgiven. 
 
On January 29, 2021 the Organization received $80,977 in funding under The Paycheck Protection 
Program (PPP) as part of the CARES Act offered through the Small Business Administration.  The 
terms of this agreement indicate the Organization must use the proceeds to fund/offset qualifying 
expenses over a twenty-four week period.  Funding under the PPP is in the form of a forgivable 
loan.  The loan bears an interest rate of 1%, but is forgivable if funds are spent in accordance with 
the requirements of the CARES Act.  On September 24, 2021, the PPP loan was fully forgiven. 
 
In accordance with the requirements of ASC Topic 958, Not-for-Profit Entities, PPP funding 
should be treated as a conditional grant. Once the condition is met, the Organization will recognize 
the revenue. The funding was expended in accordance with the agreement and therefore, revenue 
of $73,500 was recognized during the year ended December 31, 2020 and $80,977 during the year 
ended December 31, 2021. 
 

8. INCOME TAX 
 

FASB Accounting Standards Codification Topic 740, Income Taxes, provides for the recognition 
of tax benefits related to uncertain tax positions.  For the years ended December 31, 2021 and 
2020, management believes there are no material uncertain tax positions.  The Organization files 
form 990 Return of Organization Exempt From Income Tax.  The Organization is generally no 
longer subject to examination by the Internal Revenue Service for years before 2018. 
 

9. SUBSEQUENT EVENTS 
 

In preparing these financial statements, management has evaluated events and transactions for 
potential recognition or disclosure through the date of the Independent Auditors’ Report, the date 
the financial statements were available to be issued. 
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10. RECENT ACCOUNTING PRONOUNCEMENTS 
 

The effect on the Organization’s financial statements of the following statements is issued, but not 
yet adopted, has not yet been determined.  

 
ASU2020-07, Presentation and Disclosures by Not-for-Profit Entities for Contributed 
Nonfinancial Assets - implementation will result in presenting contributed nonfinancial assets as a 
separate line item in the statement of activities, apart from contributions of cash and other financial 
assets, as well as additional disclosure requirements.  The new standard is effective for fiscal years 
beginning after June 15, 2021.  Management is currently evaluating the effect that implementation 
of the new standard will have on the financial statement and the related disclosures.  

 
ASU2016-02, Leases - implementation will result in the recognition of the assets and liabilities that 
arise from leases.  The new standard is effective for fiscal years beginning after December 15, 
2021.  Management is currently evaluating the effect that implementation of the new standard will 
have on its financial position, results of operations and cash flows.  

 
ASU 2016-13, Financial Instruments - Credit Losses: Measurement of Credit Losses on Financial 
Instruments – implementation will result in a new accounts receivable loss accounting framework, 
also known as the current expected credit loss (CECL) model.  CECL requires credit losses 
expected throughout the life of the asset to be recorded at the time of origination.  Under the 
current incurred loss model, losses are recorded when it is probable that a loss event has occurred.  
The new standards might require significant operational changes, especially in data collection and 
analysis for some entities.  The ASU is effective for interim and annual periods beginning after 
December 15, 2022.  Management is evaluating the effect that ASU 2016-13 will have on the 
financial statement and the related disclosures.   
 

11.       UNCERTAINTY DUE TO COVID-19 
 

During the first quarter of 2020, there was a global outbreak of a novel strain of the coronavirus 
(COVID-19), which resulted in a significant disruption to businesses throughout the world.  This 
outbreak of COVID-19 could significantly affect the operations and future revenue of the 
Organization.  At the time these financial statements were issued, the Organization is unable to 
fully quantify the future effects of COVID-19 on its financial position, revenues, and expenses. 
The accompanying financial statements do not include any adjustments of the risk due to 
uncertainty as a result of COVID-19. 




