—
SCHOOL
THE WORLD

Memorandum

To: School the World Investors, Supporters & Interested Parties

From: Kate Curran 'CAL’Q C(/VVL"‘\

Re: Accounting Policy Change
Date: August 15,2015

Earlier this year, School the World elected to change the accounting method with
respect to revenue recognition from the Student Service Learning Program.

The student service program includes educational seminars, fundraising and travel
to Guatemala. Each participant is required to contribute or fundraise $3500. The
funds pay for all travel costs, related operating costs and a critical piece of
education-related infrastructure. For the vast majority of students, the experience
takes place across two fiscal years.

Previously, revenue was recognized in the year in which the student signed up for a
trip, made a deposit and provided a credit card number that guaranteed future
payment. Now, all expenses and revenue up to the cost of the student’s travel are
recognized in the year in which the trip occurs. If a student pays or fundraises more
than the cost of travel, those additional funds are recognized in the year in which
those funds are received.

We also elected to apply the new policy retroactively, restate financial statements
and amend our 2013 tax return. The change required us to shift significant revenue
from 2013 to 2014 and 2014 to 2015. As the program had already grown to
constitute a significant percentage of our revenue, the change created a deficitin
both 2013 and 2014.

For any questions, please contact Kate Curran at kate.curran@schooltheworld.org.
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INDEPENDENT AUDITOR'S REPORT

To The Board of Diractors of
School The World, inc.

| have auditec the sccompanying statements of finandial position of Screcl The World, Inc. as of December 31. 2014 anc 2013, siong
with the related statemants of activities, funcliona! expenses 300 cash flows for the years then ended. These finandial slalements are the
responsibility of the Organization's management. My responsibility is to express an cpinion on these financial statements based on my
audits.

| conducted my avdits in accordance with aucitng stancards generally accepted in the United States of America. Those standards require
that | plan and periorm tha audit to obtain reasonable assurance about whelher the financal stalements are free of malenal misstatement.
An audit includes consideration of internal controls over finanoial reporting as a basis for gesigning audit procadures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Organization's internal controls over
finandial reponing. Accordingly. | €xpress no such opinion. An audit alwg indudes examining. on a test basis. evidence supporting the
amounts and disclosures in the financial Statemants, assessing the accounting principles used and significant estmates made by
management, as well as evzluating the overall financal statement presentation. | beiigve that my audits provide 3 reasonable basis for my
opinion.

In my cpinicn, the financal statements referred 1o above present faudy, in 2ll matedal respecis, the financial position of School The
World, inc. as of December 31, 2014 and 2013, along with the changes in ifs net assels and its cash flows for the years then ended in
canformity with accounting prnciples generally accepled in the United Siates of Amenca.

S -

>
Belmonk
August 9, 2013




SCHOOL THE WORLD, INC.

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2014 AND 2013

2014 2013
ASSETS
Current Assets
Cash & Cash Equivalenls 119,391 1114032
Accounts Receivable 6450 4G 423
(Onner Current Assets 65.066 48602
Total Current Assels 132 807 202 428
Property & Equipment
Fumiture ang equpment - Other 6.371 6371
Accumulated Depreciation {2.801) (1.218)
Total Property & Equipment 3770 5153
TOTALASSETS $ 136,577 $ 214 681
LIABILITIES & NETASSETS
Deferred Reverye Omer Liabikties 117518 107.332
Total Liabilities 117518 107 332
Net Assels
Unrestnded Net Asseis 16 050 107 249
Total Net Assets 19.059 107 249
TOTAL LIABILITIES & NETASSETS $ 136,577 S i 214,581

The accompanying rotes are an integral part of these financiai statements
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Expenses

Salaries and Wages
Szlanes and Wages
Benefils
Payroll Taxes

Total Salaries and Wages

Construction Malenals
Student Service Learning
Books’Learning [Aalenals
Teacher Training

Travel

Transportation

Office

Bank Fees
Telephone/Communications
Insurance

Accounting

Professional Services
Teacher Best Practices Awards
Fundraising

Technology

legal Fees

Food & Beverage
Professonal Development
Printing & Copying

Web Communications
Subscriptions

Software

Volunteer Suppon
Postage & Mailing
Depreciation
Wiscelianeous

Total Expenses

SCHOOL THE WORLD, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2014 AND 2013

l 2014
Program
Services Fundraising Management Total
221264 5,969 55115 282,348
£478 164 2768 8358
22.413 803 10,280 23 496
250,105 6,936 68,161 325,202
186,426 - 188 426
137843 - 854 138.697
30,000 - 389 30.389
19,722 1.499 6.592 27812
18671 - 214 18 885
14 544 5,786 11613 31.043
1.778 - 7.764 9.542
4566 152 3.383 8.080
2913 - 4154 7.067
2115 - 4812 6,926
957 1.500 328 2,795
- 4604 634 5,239
2,015 - 1,267 3,281
256 1,490 1,746
177 1,267 1.444
280 - 1.920 2,210
574 379 1,384 2,337
5 221 2.458 3685
465 429 926 1819
150 - 654 804
. - 744 744
250 713 897 1.862
€05 378 400 1.383
5.101 1 1.075 6.177
$§ 679534 § 22,600 § 124,361 § 826,495

The accompanying nates are an integra! part of these financial statements

Total

83.400
29715
28.233
114,608

90.612
55725
2121
46,444
12,945
17.487
14 503
3,200
5,263
6.223
7,787
72 554
5078
1,200

243
3698
77
3,568
€,897

3,238

2.921

1.180

9458

£.453
IR



SCHOOL THE WORLD, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
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OPERATING ACTIVITIES
Net income (88,190) (4,808)

Adjustments Needed To Reconcile
To Net Cash Provided By Operations

Accounts Recevablie 41720 (30,358)
I oans Recewvable 1.183 {1.182)
Prepaid Expenses 41637 (30,642)
Deferred Revenue 0 539 Qg 479
Payroll 1 iabiklies 647 0647)
Depreciation 1,383 45
Net Cash Provided By Operations 7.988 31,787
INVESTING ACTIVITIES
Propeily & Equpment Purchased - (3614)
Net Cash Used By Investing Activities - (3,814)
Net Cash Increase For Period 7.988 27,973
Cash Beginning Of Period o 111403 83,430
Cash End Of Period 119,391 111,403

i he accompanying ncles are an infegrai pen of these Mnancial statemsnts.



SCHOOL THE WORLD, INC.
NOTES TO FINANCIAL STATEMENTS

Based in Boston. MA. School the Werld. Inc. is & non-profit organizaticn committed to improwing the quzlity of education in the
developing worid. In addition to building schools, they 3iso train teachers, engage parents, and stock libranies.

Nonprofit Statug

School The Werld, Ing. 15 exempt from Federal income 1axes as an orgenization {nol a pavate foundation) formed for chartable
purposes under Section 501(c) (3)of the intema! Revenue Code. Donors may deduct contnbutions made to School The World,
inc. within the requirements of the Intemzl Revenue Code. Under Accounting Standards Coaification (ASC) Section 740. the tax
status of tax-exempt entities is an uncerntain tax poOSiton. since events could potentially occur that jeopardize the ax-exempt
siatus. Management of School The World. Inc. is not aware of any events that could jcopardize the tax-exemp! status
Therefore, no lizbility o provision for income tax has been reflected in the fnancial statements. Schoc! The World Inc.'s federa!
exempt organization tax retuns for the years ended December 31. 2012 2013 ang 2014 are subject 1o examination by the
intermal Revenue Service. generally for three years afler they are filed.

The following are the more significant accounting policies used in the preparation of the accompanying financial
statements:

Basis of Accounting

The accompany:ng financial stalements have been prepared on the acorusl basis of accounting in accordance with generalty
accepted accounting prinGples. Under this method, revenue is recognized when €arned and oxpenses are recognized when
incurred.

in 2014, School The Warld, ing changed their accgunting methed with respect to revenue recognition frem the Student Service
Leaming Program. The 2013 financial statements have been revised to refiect this change. Previously, revenue was recognized
when received, and revenue was accrued when a student signed up for a trip. made a deposit and provided a credit card
number that guaranteed future payment. Now. revenue and expensas from the Student Servica Learning Program are
racognized in the year the trip ocours. Revenuo from any ingividual student in excess of the cost of the trip for that student is
recognized when received The revision resulted in income being recognized in a year Iater than enginally recognized.

Financial Statement Presentation

Financia' statement presentabon follows the requirements of the Financal Accounting Standards Board. Schocl The Word, Inc
reports information regarding its financial position and activities accorcing Lo three dasses of net assats. unrestricted net assets.
temporarily restricted nel assels, and permanently reslicted net assels.



SCHOOL THE WORLD, INC.
NOTES TO FINANCIAL STATEMENTS

Cash and Cash Equivalents

For purposes of the statements of cash fiows, School The World, Inc. considers all highly kiquid investments availablie for current
use with an imitial maturity date of three months of [ess to be cash equivalents.

Estimates

The preparation of finanual statements in accordance with accounting slandards generally accepted in the United States of
Amarica reguires management (o moke estmates and assumptions that afiect the reported amounts of assets and llabuities and
disciosure of contingent assets and babiities at tha date of the financal stalements and the reperied amounts of revenues and
expenses during the reporting period. Actusl resulls could differ from those estmates

Property and Equipment

Acgquisitons of property anC eguipment with useful Lves greater then one year are recorded at cost. Property ang equipment
acquisilions are cepreciated using the straight-line method over the estimated useful fives of the assets.

Revenue Recognition

Schoo! The World Inc.’s revenue consists mainly of contributions. Unrestricted contributions revenue intended for the cufrent
period is recognized when received. Resticted contiibutions revenué IS recorded as temporanly resincled suppon 3N0 nat gssels
if it is received with donor stipulations that Emit the use of the donates assels. When a donor of sponsor restriction expires, that is.
when a stipulated ime restriction ends of 2 purpose restriction is accomplished, lemporanly resticted net assets are reciassifiec
10 unreslricted net 3ss&1s and reperted in the statement of activilies a5 net assets released from restnctions. Revenue and
expenses from the Student Service Program are recognizad in the yezr the trip occurs Revenue from any individual student in
excess of the cost of the tnp for that student is recognized when received

Functional Aliocation of Expenses

The costs of providing the varicus programs and other activiies have been summarized on 3 functeonal basis in the
Statement of Functional Expenses. Accordingly. cenain costs have been zllocated among the program and supporting
services benefited.

Contributed Services and Facilities

School The World, Inc. records various types of cantibuted support. including senaces and faciliies. Contnbutions of tangible and
intangible assets are recognized al 131 value when received. School The World. Inc. recognizes cerntain services received if those
services (3) create or enhance long- lived assets or (b) require specizlized skills. are provided by indwviduals possessing those
skifls, and would typicaliy need to be purchased if nat provided by contribution. The amounts refiected in the accompanying
tinangal stEtements as contributed senvices are offsel by ke amounts induded m expenses.



SCHOOL THE WORLD, iNC.
NOTES TO FINANCIAL STATEMENTS

(1) bisture of Activiles Nonorofs Status and Sianiicant Accountiog Polises (eoal)

Subsequent Events

School The World, Inc. has evaluated subsequent events through August 9, 2015 which s the cate these financal statements
were available 1o be issued.

income Taxes

Schoo! The Werld, Inc. is a nonprofit organzation and is exempt from federal and state income Laxes urder Section S01(¢) {3) of
the Internal Revenue Code and a similar section of the state code

(2) concentrations of Credit and Market Risk

School The World. Inc. operates in the greater Boston area and is subject o fluctuations in the loca! economy. which could
impact contributions. specificatly grants and conations

Finsncia! instruments that potenlally expose the chapter 1o concentrations of credit and markel risk consist primarily of cash and
cash equivalen's. Cash and cash equivalenis are maintsined st financial insututions and accounts at each institulion are insured
by the Federal Deposit insurance Corporation (FDIC) up to $250,000. At December 31. 2014, the organization did not have
uninsured balances at these insttuticns



