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Independent Auditors’ Report 

To the Board of Trustees 

The Salvation Army World Service Office 

Alexandria, Virginia 

Report on the Financial Statements 

We have audited the accompanying financial statements of The Salvation Army World Service Office 

(SAWSO), a nonprofit organization, which comprise the statements of financial position as of  

September 30, 2019 and 2018, and the related statements of activities, functional expenses, and cash 

flows for the years 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. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 

conducted our audits in accordance with 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. Those standards require that we plan and 

perform the audits 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 auditors’ 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 auditors consider 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. 

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 Salvation Army World Service Office as of September 30, 2019 and 2018, 

and the changes in its net assets and its cash flows for the years then ended in accordance with 

accounting principles generally accepted in the United States of America. 

http://www.cbmcpa.com/


To the Board of Trustees 

The Salvation Army World Service Office 

 

 

- 4 - 

Emphasis of Matter 

As discussed in Note 3 of the financial statements, SAWSO adopted the Financial Accounting 

Standards Board’s (FASB) Accounting Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic 

958): Presentation of Financial Statements of Not-for-Profit Entities. The requirements of the ASU have been 

applied retrospectively to all periods presented. Our opinion is not modified with respect to this matter. 

Other Matters 

Other Information 

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. 

The accompanying schedules of indirect cost rate calculation and the expenditures of federal awards, as 

required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 

Principles, and Audit Requirements for Federal Awards, are presented for purposes of additional analysis and 

are not a required part of the financial statements. Such information is the responsibility of management 

and was derived from and relates directly to the underlying accounting and other records used to prepare 

the financial statements. The information has been subjected to the auditing procedures applied in the 

audits of the financial statements and certain additional procedures, including comparing and 

reconciling such information directly to the underlying accounting and other records used to prepare the 

financial statements or to the financial statements themselves, and other additional procedures in 

accordance with auditing standards generally accepted in the United States of America. In our opinion, 

the information is fairly stated, in all material respects, in relation to the financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated January 21, 2020,  

on our consideration of The Salvation Army World Service Office’s internal control over financial 

reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 

grant agreements and other matters. The purpose of that report is 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 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 

SAWSO’s internal control over financial reporting and compliance. 

 

Bethesda, Maryland Certified Public Accountants 
January 21, 2020 
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Without Donor With Donor  2018

Restrictions Restrictions  Total Total

Assets

Cash and Cash Equivalents 3,334,438$    17,632$         3,352,070$    878,464$        

Investments 36,170,096    21,002,537    57,172,633    59,892,037

Grants Receivable 133,029         -                     133,029         227,036

Beneficial Interest in Remainder Trust -                     32,081           32,081           32,081            

Other Receivables 155,041         -                     155,041         123,788

Project Advances 2,794,787      -                     2,794,787      2,207,766

Prepaid Expenses 357 -                     357                 -                      

Total Assets 42,587,748$  21,052,250$  63,639,998$  63,361,172$   

Liabilities and Net Assets

Liabilities

Accounts Payable and

Accrued Expenses 1,737,797$    -$                   1,737,797$    1,036,986$     

Amounts Due to Projects 29,132           -                     29,132           195,505

Deferred Revenue 1,641,211      -                     1,641,211      454,113

Total Liabilities 3,408,140      -                     3,408,140      1,686,604       

Net Assets

Without Donor Restrictions 39,179,608    -                     39,179,608    37,567,266     

With Donor Restrictions -                     21,052,250    21,052,250    24,107,302 

Total Net Assets 39,179,608    21,052,250    60,231,858    61,674,568     

Total Liabilities and Net Assets 42,587,748$  21,052,250$  63,639,998$  63,361,172$   

2019

 
 



THE SALVATION ARMY WORLD SERVICE OFFICE 

STATEMENT OF FINANCIAL POSITION 

SEPTEMBER 30, 2018 

See accompanying Notes to Financial Statements. 

- 6 - 

Without Donor With Donor  

Restrictions Restrictions  Total

Assets

Cash and Cash Equivalents 855,779$       22,685$         878,464$       

Investments 35,839,501    24,052,536    59,892,037    

Grants Receivable 227,036         -                     227,036         

Beneficial Interest in Remainder Trust -                     32,081           32,081           

Other Receivables 123,788         -                     123,788         

Project Advances 2,207,766      -                     2,207,766      

Total Assets 39,253,870$  24,107,302$  63,361,172$  

Liabilities and Net Assets

Liabilities

Accounts Payable and

Accrued Expenses 1,036,986$    -$                   1,036,986$    

Amounts Due to Projects 195,505         -                     195,505         

Deferred Revenue 454,113         -                     454,113         

Total Liabilities 1,686,604      -                     1,686,604      

Net Assets

Without Donor Restrictions 37,567,266    -                     37,567,266    

With Donor Restrictions -                     24,107,302    24,107,302    

Total Net Assets 37,567,266    24,107,302    61,674,568    

Total Liabilities and Net Assets 39,253,870$  24,107,302$  63,361,172$  
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Without Donor With Donor 2018

Restrictions Restrictions Total Total

Support and Revenues

Public Support

Received Directly

Contributions 1,438,942$    205,802$        1,644,744$    1,681,991$     

Legacies and Bequests 438,513          369,469          807,982          193,925          

Received Indirectly

Allocated by Federated Fundraising Organizations 207,082          -                      207,082          205,477          

Contributions from The Salvation Army Territories 15,400,724     1,831,809      17,232,533    14,729,866     

Total Public Support 17,485,261    2,407,080       19,892,341    16,811,259     

Grants from Governmental Agencies 374,524          -                      374,524          259,931          

Investment Income 

Dividends and Interest 985,414          12,887            998,301          977,154          

Realized Gains on Sales of Investments 2,137,003       27,948            2,164,951      6,967,398       

Unrealized Gains (Losses) in Values of Investments 1,022,888      13,378            1,036,266      (3,310,497)      

Net Investment Income 4,145,305       54,213            4,199,518      4,634,055       

Total Support and Revenues 22,005,090     2,461,293      24,466,383    21,705,245     

Net Assets Released from Restrictions 5,516,345       (5,516,345)     -                      -                      

Total Support and Revenues 27,521,435     (3,055,052)     24,466,383    21,705,245     

Expenses

Program Services

Health Programs 2,737,472       -                      2,737,472       1,661,990       

Empowerment and Livelihood Programs 1,194,716      -                      1,194,716      1,130,648       

Business and Economic Development 979,875          -                      979,875          619,582          

Anti-Human Trafficking 897,162          -                      897,162          698,589          

Education Programs 424,035          -                      424,035          768,561          

Relief and Reconstruction Services 18,816,921    -                      18,816,921    15,028,367     

Total Program Services 25,050,181     -                      25,050,181     19,907,737     

Supporting Services

Fundraising and Development 287,888          -                      287,888          251,984          

Management and General 571,024          -                      571,024          521,755          

Total Supporting Services 858,912          -                      858,912          773,739          

Total Expenses 25,909,093     -                      25,909,093     20,681,476     

Changes in Net Assets from Operations 1,612,342      (3,055,052)     (1,442,710)     1,023,769       

Non-Operating Items

Contribution of Board Designated Net Assets to Territories -                      -                      -                      (500,000)         

Changes in Net Assets 1,612,342      (3,055,052)     (1,442,710)     523,769          

Net Assets, Beginning of Year 37,567,266     24,107,302     61,674,568    61,150,799     

Net Assets, End of Year 39,179,608$  21,052,250$  60,231,858$  61,674,568$   

2019
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Board With Donor

Operating Designated Total Restrictions Total

Support and Revenues

Public Support

Received Directly

Contributions 1,554,040$     -$                    1,554,040$     127,951$        1,681,991$     

Legacies and Bequests 135,771          -                  135,771      58,154        193,925      

Received Indirectly

Allocated by Federated 

Fundraising Organizations 205,477          -                      205,477      -                      205,477      

Contributions from 

The Salvation Army Territories 13,726,560     -                      13,726,560 1,003,306       14,729,866     

Total Public Support 15,621,848     -                      15,621,848     1,189,411       16,811,259     

Grants from Governmental Agencies 259,931      -                      259,931      -                      259,931          

Investment Income 

Dividends and Interest 964,461          -                      964,461      12,693            977,154      

Realized Gains on Sales of Investments 6,876,890       -                      6,876,890   90,508            6,967,398   

Unrealized Losses in Values of Investments (3,267,493)      -                      (3,267,493)  (43,004)           (3,310,497)  

Net Investment Income 4,573,858       -                      4,573,858       60,197            4,634,055       

Total Support and Revenues 20,455,637     -                      20,455,637     1,249,608       21,705,245 

Net Assets Released from Restrictions 2,520,091       -                      2,520,091       (2,520,091)      -                  

Total Support and Revenues 22,975,728     -                      22,975,728     (1,270,483)      21,705,245     

Expenses

Program Services

Health Programs 1,661,990       -                      1,661,990       -                      1,661,990   

Empowerment and Livelihood Programs 1,130,648       -                      1,130,648       -                      1,130,648   

Business and Economic Development 619,582          -                      619,582          -                      619,582      

Anti-Human Trafficking 698,589          -                      698,589          -                      698,589      

Education Programs 768,561          -                      768,561          -                      768,561      

Relief and Reconstruction Services 15,028,367     -                      15,028,367     -                      15,028,367 

Total Program Services 19,907,737     -                      19,907,737     -                      19,907,737     

Supporting Services

Fundraising and Development 251,984          -                      251,984          -                      251,984      

Management and General 521,755          -                      521,755          -                      521,755      

Total Supporting Services 773,739          -                      773,739          -                      773,739          

Total Expenses 20,681,476     -                      20,681,476     -                      20,681,476     

Changes in Net Assets from Operations 2,294,252       -                      2,294,252       (1,270,483)      1,023,769       

Non-Operating Items

Contribution of Board Designated 

Net Assets to Territories -                      (500,000)         (500,000)         -                      (500,000)         

Changes in Net Assets 2,294,252       (500,000)         1,794,252       (1,270,483)      523,769          

Net Assets, Beginning of Year 35,273,014 500,000      35,773,014 25,377,785     61,150,799     

Net Assets, End of Year 37,567,266$   -$                    37,567,266$   24,107,302$   61,674,568$   

Without Donor Restrictions
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Supporting Services

Empowerment Relief

and Business and and Total Fundraising Management Total 2019

Health Livelihood Economic Anti-Human Education Reconstruction Program and and Supporting Total

Programs Programs Development Trafficking Programs Services Services Development General Services Expenses

Salaries 211,709$        289,863$        74,905$          189,730$        257,153$        942,487$        1,965,847$    196,500$        215,152$        411,652$        2,377,499$    

Employee Benefits and

Payroll Taxes 25,811            59,233            13,147            45,534            58,716            159,435          361,876          52,806            99,728            152,534          514,410          

Professional Fees 71,164            23,049            54,954            39,525            12,427            254,768          455,887          21,453            83,920            105,373          561,260          

Travel, Meals, and

Transportation 34,016            68,690            58,415            77,353            43,418            318,167          600,059          3,339               6,984               10,323            610,382          

Occupancy 4,093               8,914               -                        79,884            2,988               93,198            189,077          -                        129,108          129,108          318,185          

Printing and Publications 177                  63,505            346                  355                  1,222               181                  65,786            2,438               1,263               3,701               69,487            

Telephone 2,512               13,877            812                  1,505               5,391               3,672               27,769            1,027               6,896               7,923               35,692            

Postage and Shipping 2                       352                  -                        23                     6                       55                     438                  946                  1,736               2,682               3,120               

Equipment 462,833          49,102            2,029               6,016               5,162               169,131          694,273          -                        16,769            16,769            711,042          

Office Expense 11,014            6,784               621                  9,633               7,331               42,961            78,344            1,066               3,271               4,337               82,681            

Construction Supplies 1,155,248      37,394            169,822          -                        -                        2,206,923      3,569,387      -                        -                        -                        3,569,387      

Other Supplies 50,490 39,447            330                  26,072            68                     493,595          610,002          1,809               583                  2,392               612,394          

Conference and Meetings 44,973            46,946            800                  11,748            20,453            60,465            185,385          6,504               5,614               12,118            197,503          

Support to Individuals 2,061               27,402            7,288               -                        4,767               87,182            128,700          -                        -                        -                        128,700          

Foreign Currency 

Exchange Loss (Gain) 8,413               1,859               -                        (1,313)             1,933               782                  11,674            -                        -                        -                        11,674            

Grants to Affiliates 652,956          458,299          596,406          95,060            3,000               13,983,919 15,789,640    -                        -                        -                        15,789,640    

Sub-Grants -                        -                        -                        316,037 -                        -                        316,037          -                        -                        -                        316,037          

Total Expenses 2,737,472$    1,194,716$    979,875$        897,162$        424,035$        18,816,921$  25,050,181$  287,888$        571,024$        858,912$        25,909,093$  

Program Services
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Supporting Services

Empowerment Relief

and Business and  and Total Fundraising Management Total 2018

Health Livelihood Economic Anti-Human Education Reconstruction Program and and Supporting Total

Programs Programs Development Trafficking Programs Services Services Development General Services Expenses

Salaries 213,803$        311,589$        11,819$          172,477$        227,070$        733,687$        1,670,445$    170,971$        179,521$        350,492$        2,020,937$    

Employee Benefits and

Payroll Taxes 31,730            49,652            3,091               44,249            66,434            121,975          317,131          40,649            90,555            131,204          448,335          

Professional Fees 97,242            23,016            70,562            29,398            25,597            70,090            315,905          27,000            91,075            118,075          433,980          

Travel, Meals, and

Transportation 37,599            91,217            62,164            38,368            50,829            198,085          478,262          1,141               7,958               9,099               487,361          

Occupancy 4,341               5,111               85                     41,482            1,822               26,670            79,511            -                        131,334          131,334          210,845          

Printing and Publications -                        95,674            -                        150                  496                  614                  96,934            815                  1,258               2,073               99,007            

Telephone 4,207               7,104               -                        1,405               4,908               2,010               19,634            1,445               6,217               7,662               27,296            

Postage and Shipping 150                  303                  -                        82                     20                     172                  727                  1,130               1,884               3,014               3,741               

Equipment 136,636          6,590               -                        -                        23,548            123,908          290,682          2,422               4,367               6,789               297,471          

Office Expense 11,764            11,293            55                     6,221               2,218               178,186          209,737          1,437               2,454               3,891               213,628          

Construction Supplies 416,481          15,987            466,595          -                        6,641               1,116,957      2,022,661      -                        -                        -                        2,022,661      

Other Supplies 66,442            11,715            6,650               6,634               5,206               272,900          369,547          38                     1,069               1,107               370,654          

Conference and Meetings 6,761               54,707            340                  11,452            6,734               9,289               89,283            4,936               4,063               8,999               98,282            

Support to Individuals 3,995               85,478            -                        -                        6,335               100,355          196,163          -                        -                        -                        196,163          

Foreign Currency 

Exchange Loss (Gain) 30,922            1,305               (1,779)             7,058               576                  8,105               46,187            -                        -                        -                        46,187            

Grants to Affiliates 599,917          359,907          -                        70,400            340,127          12,065,364    13,435,715    -                        -                        -                        13,435,715    

Sub-Grants -                        -                        -                        269,213          -                        -                        269,213          -                        -                        -                        269,213          

Total Expenses 1,661,990$    1,130,648$    619,582$        698,589$        768,561$        15,028,367$  19,907,737$  251,984$        521,755$        773,739$        20,681,476$  

Program Services
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2019 2018

Cash Flows from Operating Activities

Change in Net Assets (1,442,710)$     523,769$          

Adjustments to Reconcile Change in Net Assets to Net

Cash Used in Operating Activities

Gains on Sales of Investments (2,164,951)       (6,967,398)       

Unrealized (Gains) Losses in Values of Investments (1,036,266)       3,310,497         

(Increase) Decrease in Operating Assets

Grants Receivable 94,007              (227,036)           

Other Receivables (31,253)            (5,786)               

Prepaid Expenses (357)         -                        

Project Advances (587,021)          1,289,546         

Increase (Decrease) in Operating Liabilities

Accounts Payable and Accrued Expenses 700,811           82,409              

Amounts Due to Projects (166,373)          142,290            

Deferred Revenue 1,187,098        365,326            

Net Cash Used in Operating Activities (3,447,015)       (1,486,383)       

Cash Flows from Investing Activities   

Sale of Investments and Return of Principal 22,403,972      31,886,392       

Purchases of Investments (16,483,351)     (32,366,276)     

Net Cash Provided by (Used in) Investing Activities 5,920,621        (479,884)           

Net Increase (Decrease) in Cash and Cash Equivalents 2,473,606        (1,966,267)       

Cash and Cash Equivalents, Beginning of Year 878,464            2,844,731         

Cash and Cash Equivalents, End of Year 3,352,070$      878,464$          
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1. PURPOSE AND ORGANIZATION 

The Salvation Army World Service Office (SAWSO) provides technical assistance and project 

funding to the International Salvation Army in diverse areas of economic development around the 

world. SAWSO’s multi-disciplinary team of development professionals works with Salvation 

Army personnel to promote community-based programming in primary health care, HIV/AIDS, 

anti-human trafficking, education, and livelihood programs, and disaster relief and recovery 

services. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Accounting 

Financial statements are reported in accordance with accounting principles generally accepted 

in the United States of America. 

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 

For purposes of the financial statement presentation, SAWSO considers all highly liquid 

instruments purchased with maturity dates of three months or less to be cash equivalents. Funds 

held in brokerage accounts are not considered cash equivalents. 

Investments 

Investments in debt and equity securities are carried at fair value. Accordingly, the changes in 

net unrealized appreciation or depreciation of debt and equity securities for the years ended 

September 30, 2019 and 2018, are reported in the statements of activities. SAWSO would 

recognize any transfers of investments between levels in the fair value hierarchy at the end of 

the reporting period. 

Beneficial Interest in Remainder Trust 

A donor has established and funded a trust, held by a third-party trustee, under which specified 

distributions are to be made to designated beneficiaries over the Trust’s term. Upon termination 

of the Trust, SAWSO receives a partial amount of the assets remaining in the Trust. The Trust 

has been recorded as a receivable and an increase in net assets with donor restrictions at the last 

available fair value of SAWSO’s share of the Trust’s assets. The estimated future distributions 

expected to be received are discounted to present value at a rate of 4.2%. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Grants and Other Receivables 

Grants and other receivables are reported at their outstanding balances, reduced by an allowance 

for doubtful accounts, if any. 

Management periodically evaluates the adequacy of the allowance for doubtful accounts by 

considering SAWSO’s past receivables loss experience, known and inherent risks in the 

receivables population, adverse situations that may affect an organization’s ability to pay, and 

current economic conditions. 

The allowance for doubtful accounts is increased by charges to bad debts expense and decreased 

by charge offs of the receivables balances. Receivables are considered past due based on 

management’s determination. Receivables are charged off based on management’s case-by-case 

determination that they are uncollectible. 

As of September 30, 2019 and 2018, management has determined that no allowance for doubtful 

accounts is necessary. 

Project Advances and Amounts Due to Projects 

To expedite the development of SAWSO projects, funds are provided to developing countries 

in advance of incurred expenses. The related expenses are recorded as incurred by projects, at 

which time the projects’ advance accounts are reduced. Expenses incurred in excess of the 

advances provided are recognized as amounts due to projects until paid. 

Deferred Revenue 

Pursuant to the terms of certain grants, revenues from grants are deferred when funds are 

advanced to SAWSO. Revenue for these grants is recognized in amounts equal to direct costs 

incurred and related recoverable indirect costs. 

Net Asset Classifications 

The financial statements of SAWSO have been prepared in accordance with U.S. generally 

accepted accounting principles (U.S. GAAP), which requires SAWSO to report information 

regarding its financial position and activities according to the following asset classifications: 

Net Assets Without Donor Restrictions: Net assets that are not subject to donor-imposed restrictions 

and may be expended for any purpose in performing the primary objectives of SAWSO. These net 

assets may be used at the discretion of SAWSO’s management and the Board of Trustees.  

Net Assets With Donor Restrictions: Net assets subject to stipulations imposed by donors and 

grantors. Some donor restrictions are temporary in nature; those restrictions will be met by actions 

of SAWSO or by the passage of time. Other donor restrictions are perpetual in nature, whereby 

the donor has stipulated the funds be maintained in perpetuity. Permanently restricted net assets 

represent funds contributed to SAWSO whereby principal may not be used and income or 

capital gains from these funds are to be used for purposes specified by the donor. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Net Asset Classifications (Continued) 

Donor restricted contributions are reported as increases in net assets with donor restrictions. 

When a restriction expires, net assets are reclassified from net assets with donor restrictions to 

net assets without donor restrictions in the statements of activities. If a restriction is fulfilled in 

the same time period in which the contribution is received, the contribution is reported as a 

contribution without donor restrictions. 

Support Recognition for Tsunami, Earthquake, and Typhoon Relief Programs 

Funding for the tsunami, earthquake, and typhoon relief efforts is generated in two forms: (1) 

contributions from the public, and (2) reimbursements of program expenses incurred under 

donor partner memorandums of understanding with various territories of The Salvation Army 

around the world. 

The contributions received from the public are recorded as contributions with donor restrictions 

when received, and the entire amount received is spent directly on the tsunami, earthquake, and 

typhoon relief efforts. 

Support from program expense reimbursements from donor partners is recorded as the donor 

partners are billed for their shares of the expenses incurred to date on the projects for which the 

partners have agreed to provide shares of estimated total project costs. 

Indirect Expenses 

Pursuant to the terms of certain grants from applicable government agencies, indirect expenses 

have been allocated from management and general to grant expense based on an indirect cost rate. 

Functional Expenses 

The costs of providing the various programs and other activities have been reported on a 

functional basis consistent with internal reporting practices. Accordingly, certain costs have been 

allocated among the programs and supporting services benefitted. These expenses require 

allocation on a reasonable basis that is consistently applied. The expenses that are allocated 

include salaries, taxes, and benefits which are allocated on the basis of time and effort by 

employees; other expenses are based on direct costs. Expenses directly identifiable to specific 

programs and supporting activities are allocated accordingly.  

The following sections summarize the key program services provided. 

Health Programs 

SAWSO’s health programs are designed to help end poverty and improve quality of life. The 

Salvation Army serves the poor and vulnerable by implementing programs that enhance health 

service quality and increase access to community-based services at Salvation Army-operated 

hospitals and clinics. Program focus areas are: maternal, child, and adolescent health; HIV 

treatment and prevention; non-communicable diseases; community health and health facilities. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Health Programs (Continued) 

In Sri Lanka, SAWSO continues to support Salvation Army staff doing community outreach in 

an area beset with deadly kidney disease, identifying cases early and referring them for life-

saving treatment. The project conducts over 200 mobile clinic sessions in rural areas each year, 

aiming to screen more than 40,000 people annually for the disease. Those who test positive are 

referred to Ministry of Health for follow up, which can include dialysis at a government hospital. 

In Haiti, SAWSO supports an outpatient clinic in a Port-au-Prince slum and plans to continue 

to rebuild a small Salvation Army hospital in the southern part of the country. 

In partnership with a foundation, SAWSO is supporting The Salvation Army’s provision of 

primary health care to the rural poor through outreach programs in Zambia’s underserved 

Southern Province. With Engineering Ministries International, SAWSO is working with a 

historic mission station - including a large hospital - to upgrade the aging infrastructure 

throughout the property. 

Empowerment and Livelihood Programs 

SAWSO has begun working with women in Congo Brazzaville to set up a savings group 

program in a remote region lacking financial institutions. The savings groups will help the 

women to save money so that they are financially stable when they cannot harvest during the 

dry season. SAWSO is also working to train the women in new agricultural techniques to 

increase their yields. 

Additionally, SAWSO is supporting a livestock and savings group program in Tanzania for 

those at risk for, or have already been affected by, female genital mutilation (FGM). The 

program aims to educate the community about the physical and psychological dangers of FGM, 

while empowering at-risk girls with opportunities to earn a livelihood through a goat rotation 

project. 

SAWSO started WORTH programs in three new Kenyan communities this year. The WORTH 

project assists women through literacy, business training, savings groups, and lending services. 

Workshops for the women also address harmful social and health concerns within the community, 

such as HIV/AIDS and child marriage. These projects launched in March 2019 and there are 

already 3,315 women registered in 79 savings groups. Members report substantially increasing 

their financial status and sense of worth in their communities. 

In India, the Experience Sharing and Review Meeting brought together members of community 

empowerment programs throughout India’s territories to share annual reports, progress updates, 

and challenges with the community empowerment programs. In addition, the Experience Sharing 

and Review Meeting looked at some of the ways climate change has impacted livelihoods in 

communities, discussed ways in which members of the communities could work towards 

combating climate change, and build sustainable environments. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Business and Economic Development 

Capacity Building Partnership Initiative (CBPI) 

The Tekokatu Clinic has served marginalized and impoverished populations in Paraguay for 20 

years. Their comprehensive and holistic programs are a primary Salvation Army ministry in the 

country and a critical mainstay in the community. SAWSO works with the Tekokatu/Paraguay 

team to strategize and develop a cost-savings, efficiency, and operations plan to first achieve 

self-sustainability for all clinical activities and then fund further community outreach programs, 

rather than be overly dependent on international funding. It is an ambitious and admirable goal 

of financial independence, all while providing new quality health services at accessible prices to 

the most vulnerable. 

In Costa Rica, The Salvation Army owns and operates a 10-person soccer field that is rented by 

community members for camps, private camps, private games, and family parties. Earned 

income goes to support the local mission and social services work. SAWSO’s CBPI initiative 

assisted The Salvation Army with conducting a full market analysis, competitor research, and 

target client profile to evaluate the benefits of installing a full roof that would allow the soccer 

field to continue to be rented during all hours of the 5-month rainy season. By doubling the 

available use time, the Army has been able to generate additional resources in order to serve 

others. In addition, The Salvation Army is testing the viability of adding further soccer fields for 

a growing market. 

Anti-Human Trafficking Programs 

The Salvation Army works in Tijuana with women and children who have been deported. The 

women tend to be between the ages of 18 and 35 and have an average of three children each. 

These women become easy prey for human trafficking and abductions as soon as they cross the 

border. SAWSO provides funding to rent a property and implements a program to provide a 

safe and secure place for these women and their children to stay for short periods, until they can 

return to their places of origin in Mexico. This program aims to provide a place where deported 

women and children will take a step towards a new life in Mexico after losing whatever they 

had in the USA. 

In the Middle East, The Salvation Army supports a home for foreign-born women who have 

been trafficked under the false promises of employment. Many of these women come from 

Ethiopia and have had their passports and other vital documents illegally confiscated to trap 

them in the country. The Salvation Army helps them recover their travel documents and return 

home. 

Drop-in centers in India’s red-light district provide self-help groups for the mothers of the youth 

served by these centers. In addition, partnerships have been developed with the local community 

to provide vocational training opportunities for these women, helping them to move out of the 

red-light district. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Anti-Human Trafficking Programs (Continued) 

In the Philippines, SAWSO is the lead on a State Department-funded project that supports 

children who have experienced online sexual exploitation. By working with subgrantees and the 

local Salvation Army, SAWSO supports the clinical care of children, finding families in the 

community to return them to, and supporting their safe reintegration. 

Education Programs 

Since 2017, SAWSO has been supporting the Indonesia communities to increase the quality of 

their schools, which number approximately 100. This effort was launched with a comprehensive 

Needs Assessment to better understand gaps in education, gather information on the educational 

landscape, and identify teaching and learning needs in local schools. This effort led to the 

development of the Indonesia Schools Capacity (SCD) Program. The overall goal of the SCD 

Program is: strengthened organizational capacity of the Indonesia communities to implement and sustain 

quality education programs. 

Under the SCD Program, The Salvation Army provides education staff whose main purpose is 

to coach and train school staff. In addition, support is provided for teacher professional 

development in primary and secondary schools as well as providing instructional materials and 

facilities for schools. 

A training hub was established in Indonesia which supports several educational professional 

development activities. 

In Guatemala, the Teepan Sports and Retreat Center was developed as a business income 

generating project. While this is an income generating project, its purpose is to fund operational 

costs for six primary and preschools in Guatemala. 

In Southern Africa, education partners in the region were identified to collaborate on an Early 

Childhood Initiative. A pilot project was developed to test approaches and learn lessons on how 

to provide sustainable education programs in Early Childhood Education in the region. 

In India, an Education Strategic Planning workshop provided opportunities for education 

communities in India’s territories to synchronize strategies and chart a way forward for 

Salvation Army schools in India. The workshop sought to explore the opportunities and 

challenges facing Salvation Army schools. In addition, it provided a space for participants to 

develop education strategies and create roadmaps for designing and implementing quality 

education programs. 

Relief and Reconstruction Services 

Earthquake Response in Papua New Guinea 

Following the 2018 earthquake that affected remote areas of Papua New Guinea, The Salvation 

Army partnered with several local churches to assist in rebuilding affected communities. In 

partnership with Catholic Health Services, the Maternal and Child Health Clinic was 

reconstructed. The Anglican Church in Papua New Guinea was supported by installing rain- 

water harvesting equipment in 12 different locations throughout the affected area. Two schools 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Relief and Reconstruction Services (Continued) 

Earthquake Response in Papua New Guinea (Continued) 

were rebuilt in partnership with the Baptist Union. The new construction makes use of 

earthquake-resistant materials and is designed to make spaces safer for students and staff. In 

addition, support was offered through the livelihoods restoration and literacy programs to 

support local infrastructure (solar powered pumps, etc.), and to assist the badly-damaged 

agriculture sector. In partnership with the United Church in the Hela Region, six (6) teachers’ 

houses were rebuilt. These homes are essential to maintaining a sufficient number of teachers in 

the community. 

Assistance for Refugees and Migrants 

In Venezuela, The Salvation Army provided emergency food parcels and various hygiene supplies 

for the unexpected refugees fleeing ongoing social and economic conditions in Venezuela. In 

Tijuana, Mexico, food for 8,000 people was provided along with personal hygiene supplies, back 

packs, and other humanitarian items for the ‘migrant caravan’ crisis in that area. Food aid and 

various non-food items were supplied to refugees in Makotipoko and Betou (Congo Brazzaville) 

who fled tribal violence in that area. In the Democratic Republic of Congo, an assessment found 

that internally-displaced persons were suffering from near-starvation-level conditions due to a 

prolonged period in which sufficient food was unavailable in the camps. The Salvation Army 

provided nutritious food for the most vulnerable people in the camps. In Brazil, where Venezuelan 

refugees fled, SAWSO provided child protection services and psychosocial support to refugee 

children. In Nigeria, SAWSO provided support for farmers affected by the migrant herdsmen 

conflict. This included delivery of food and other essential items (including clothing, footwear, 

sleeping mates, mosquito nets, and hygiene articles) to 600 of the most vulnerable displaced 

families in the Abagena camps in Benue State, Nigeria. In Kyangwali, Uganda, The Salvation 

Army provided support in hopes of preventing the spread of disease (including the potential of 

Ebola) among refugee families living in that area. Key activities included installing drainable 

latrines, water harvesting equipment, hand washing stations, and other sanitation items at schools 

and clinics in the affected area. 

Earthquake, Tornado, and Tsunami Responses 

Following a devastating earthquake and tsunami in Indonesia, The Salvation Army provided 

emergency assistance by providing food and medical/medication supplies to survivors. In 

addition, roughly 4,000 school age children received school supplies, enabling them to return to 

school as quickly as possible. In Havana, Cuba, following a devastating tornado, communities 

and neighborhoods affected received emergency food supplies as well as cooking utensils, 

blankets, mattresses, hygiene kits, and other personal care items. In Maiduguri, Nigeria, an  

estimated 500 families in the Boko Haram area received relief materials. Emergency food parcels 

were given to survivors of the vicious flooding in the aftermath of Cyclone Idai in Mozambique 

along with blankets, mosquito nets, kitchen sets, and other necessities were provided to an 

estimated 500 vulnerable families. In Mizoram, India, roofing sheets and other building materials  

were provided to over 183 families following a devastating landslide, allowing communities to  
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Relief and Reconstruction Services (Continued) 

Earthquake, Tornado, and Tsunami Responses (Continued) 

begin rebuilding or repairing their homes. Emergency flood relief, consisting of food supplies, 

medicines, kitchen kits, blankets, sleeping pads, and cleaning supplies were provided to an 

estimated 500 families who lost everything to the floods in Gujarat State, India. 

Drought and Famine Relief 

In Zimbabwe, food assistance was provided to nearly 2,000 families affected by the drought, 

causing a massive crop failure during a famine and drought throughout the country. 

Food and Hygiene Assistance 

A group of men in Uganda trafficked in Kuwait await court proceedings to settle their 

immigration status, allowing them to return to Uganda. The Salvation Army provided this group 

of men with food and hygiene supplies. 

School Reinforcement and Feeding 

Virtual economic collapse accompanied by the unrest and violence in Nicaragua continues to 

cause suffering to the most vulnerable families and individuals. In response, an estimated 370 

families in these communities were provided food and hygiene items. In addition, an estimated 50 

at-risk school children received books and uniforms. 

Emergency and Disaster Centres 

In Tokyo, Japan, a church (Corps) building was renovated into a regional Emergency and 

Disaster Center which also serves as a small conference center. Additionally, this facility can 

serve as an emergency shelter for potential future disasters. In China, The Salvation Army 

provided support to establish a permanent Emergency Response Hub in Chengdu, Sichuan, 

China. The hub will serve as a one-stop training, response, and coordination center in the event 

of the next emergency. 

Income Taxes 

SAWSO was incorporated in the District of Columbia (the District), USA, pursuant to the 

District’s Nonprofit Corporation Act and began operations on October 1, 1977. SAWSO is a 

charitable corporation exempt from federal income taxes under Section 501(a) of the Internal 

Revenue Code as an organization described in Section 501(c)(3) and is not classified as a private 

foundation under Section 509(a). 

Uncertain Tax Positions 

SAWSO follows the Financial Accounting Standards Board Accounting Standards Codification 

(FASB ASC), which provides guidance on accounting for uncertainty in income taxes recognized 

in an organization’s financial statements. As of September 30, 2019 and 2018, SAWSO had no 

unrecognized tax benefits related to uncertain tax positions in its information returns that qualified 

for either recognition or disclosure in its financial statements. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Uncertain Tax Positions (Continued) 

SAWSO’s policy would be to recognize interest and penalties on tax positions related to its 

unrecognized tax benefits in income tax expense in the financial statements. For the years ended 

September 30, 2019 and 2018, there were no matters that would have resulted in an accrual for 

interest and/or penalties. 

The three prior tax years are subject to examination by taxing authorities; there are no 

examinations currently being conducted. 

Foreign Currency Translation 

Certain expenses were reported by foreign affiliates of The Salvation Army in local currencies 

and translated into U.S. dollars at the average exchange rate during the period in which the 

expenses were incurred. Amounts advanced to projects were adjusted for foreign currency 

fluctuations occurring between the time the funds were disbursed by SAWSO and the time funds 

were spent by foreign affiliates. 

Contingency 

SAWSO occasionally receives a portion of its revenue from government grants. The ultimate 

determination of amounts received under these programs generally is based upon allowable 

costs that are subject to audit under government audit requirements. Management is of the 

opinion that no material amount will be disallowed by granting agencies, and no provision for 

disallowed amounts has been made. 

3. ADOPTION OF ACCOUNTING STANDARDS UPDATE 2016-14 

For the year ended September 30, 2019, SAWSO adopted Financial Accounting Standards 

Board (FASB) Accounting Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic 

958): Presentation of Financial Statements of Not-for-Profit Entities. This update addresses the 

complexity and understandability of net asset classification and provides information about 

liquidity and availability of resources. The changes required by the update have been applied 

retrospectively to all periods presented. A key change under ASU 2016-14 is the terminology of 

net asset classes used in these financial statements. Amounts previously reported as temporarily 

and permanently restricted net assets, if applicable, are now reported as net assets with donor 

restrictions. Amounts previously reported as unrestricted net assets are now reported as net 

assets without donor restrictions. Additionally, ASU 2016-14 requires a presentation of expenses 

on a functional basis. 
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4. LIQUIDITY AND AVAILABILITY OF RESOURCES 

SAWSO regularly monitors liquidity required to meet its annual operating needs and other 

contractual commitments. SAWSO has various sources of liquidity at its disposal, including cash 

and investments, which are available for general expenditures, liabilities, and other obligations as 

they come due. As of September 30, 2019, the following financial assets and liquidity sources were 

available for general operating expenditures in the year ending September 30, 2020: 

Financial Assets

Cash 3,352,070$     

Investments 57,172,633     

Grants Receivable 133,029          

Other Receivable 155,041          

Total 60,812,773     

Less Net Assets With Donor Restrictions (21,020,169)   

Total Financial Assets and Resources Available within One Year 39,792,604$   
 

5. CONCENTRATION OF CREDIT RISK 

SAWSO maintains its cash accounts in banks that are insured by the Federal Deposit Insurance 

Corporation (FDIC). Deposits are insured up to $250,000 per institution. At September 30, 2019 

and 2018, SAWSO’s uninsured deposits were approximately $3,102,000 and $640,000, 

respectively. 

6. INVESTMENTS AND FAIR VALUE MEASUREMENTS 

SAWSO’s investments are its only assets or liabilities measured at fair value on a recurring basis 

at September 30, 2019 and 2018. SAWSO has categorized its investments based on a three-level 

fair value hierarchy of inputs as follows: 

Level 1 - values are based on quoted prices for identical assets in active markets. 

Level 2 - values are based on quoted prices for similar assets in active or inactive markets. 

Level 3 - values are based on unobservable inputs to measure fair value to the extent that 

observable inputs are not available, thereby allowing for situations in which there is little, if any, 

market activity for the asset or liability at the measurement date. 

The fair value measurement objective is to determine an exit price from the perspective of a 

market participant that holds the asset or owes the liability. Therefore, unobservable inputs 

would reflect SAWSO’s judgment about the assumptions that market participants would use in 

pricing the asset or liability (including assumptions about risk). Unobservable inputs are 

developed based on the best information available in the circumstances, which might include 

SAWSO’s own data. 
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6. INVESTMENTS AND FAIR VALUE MEASUREMENTS (CONTINUED) 

Investments are stated at fair value and consisted of the following at September 30, 2019: 

Level 1 Level 2 Level 3

Fair Value Inputs Inputs Inputs

Money Funds 4,028,462$    4,028,462$    -$                   -$                   

U.S. Government Securities 5,442,254      -                     5,442,254      -                     

Mutual Funds - Fixed Income 6,995,123      6,995,123      -                     -                     

Mutual Funds - Equities 1,509,551      1,509,551      -                     -                     

Mutual Funds - Non-Traditional 1,035,714      1,035,714      -                     -                     

Exchange Traded Funds - Equities 292,022         292,022         -                     -                     

Corporate Bonds and Notes 5,573,409      -                     5,573,409      -                     

Asset-Backed Securities 1,615,086      -                     1,615,086      -                     

Equities 30,681,012    30,681,012    -                     -                     

Total 57,172,633$  44,541,884$  12,630,749$  -$                   
 

Investments are stated at fair value and consisted of the following at September 30, 2018: 

Level 1 Level 2 Level 3

Fair Value Inputs Inputs Inputs

Money Funds 2,630,221$     2,630,221$     -$                    -$                    

U.S. Treasury Bills 338,668          -                      338,668          -                      

U.S. Government Securities 2,502,234       -                      2,502,234       -                      

Mutual Funds - Fixed Income 8,621,475       8,621,475       -                      -                      

Mutual Funds - Equities 1,577,339       1,577,339       -                      -                      

Mutual Funds - Non-Traditional 2,680,851       2,680,851       -                      -                      

Exchange Traded Funds - Equities 726,800          726,800          -                      -                      

Corporate Bonds and Notes 3,637,047       -                      3,637,047       -                      

Asset-Backed Securities 1,591,443       -                      1,591,443       -                      

Preferred Securities 24,962            24,962            -                      -                      

Equities 35,560,997     35,560,997     -                      -                      

Total 59,892,037$   51,822,645$   8,069,392$     -$                    
 

Investment income consisted of the following: 

2019 2018

Dividends and Interest Revenue 998,301$       977,154$        

Net Realized and Unrealized Gains 3,201,217      3,656,901       

Net 4,199,518$    4,634,055$     
 

For the years ended September 30, 2019 and 2018, investment fees netted against dividends and 

interest revenues were $306,002 and $318,992, respectively. 

7. RELATED PARTY TRANSACTIONS 

Members of SAWSO’s Board of Trustees are also officers in The Salvation Army in the United 

States of America. 

The four territorial headquarters of The Salvation Army in the United States of America made 

contributions to SAWSO during the years ended September 30, 2019 and 2018, of approximately  
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7. RELATED PARTY TRANSACTIONS (CONTINUED) 

$17,233,000 and $14,730,000, respectively. These funds were used in part to provide project 

funding to the international programs of The Salvation Army and most are included in SAWSO’s 

program services expenses with the caption on the statements of functional expenses, “Grants to 

Affiliates.” The affiliates are various The Salvation Army territories around the world. Unexpended 

funds are included in net assets with donor restrictions at year end. SAWSO has been granted the 

variance power to redirect contributions received from the four The Salvation Army Territories in 

the United States of America that are restricted for international projects. Fundraising and 

development expenses for international projects are partly incurred by The Salvation Army’s four 

territorial headquarters. 

Employees of SAWSO may participate in a money purchase defined contribution pension plan 

with The Salvation Army corporations. For the years ended September 30, 2019 and 2018, 

SAWSO recognized pension expense of approximately $80,000 and $73,000, respectively. Such 

employer contributions are based upon compensation and are paid by SAWSO to The Salvation 

Army - USA Eastern Territory. 

SAWSO leases its office space under a year-to-year lease with the USA National Corporation 

of The Salvation Army. For the years ended September 30, 2019 and 2018, rental expense was 

approximately $129,000 and $131,000, respectively. 

8. NET ASSETS WITH DONOR RESTRICTIONS 

As of September 30, 2019, SAWSO’s net assets with donor restrictions consisted of the following: 

Relief and Reconstruction Services

Haiti Earthquake Relief 4,566,369$      

South East Asia Tsunami Relief 4,087,163        

Philippines Typhoon Haiyan Relief 3,871,390        

Other International Disaster Relief 2,753,146        

Western Hemisphere Hurricane Relief 1,798,643        

Nepal Earthquake Relief 620,003            

Papua New Guinea Relief 613,590            

Mexico Reserve 567,805            

African Refugee Relief 439,340            

Japan Earthquake/Tsunami Relief 414,359            

China Earthquake Relief 363,023            

Mexico Earthquake Relief 281,462            

Myanmar Cyclone Relief 187,562            

Ecuador Earthquake Relief 138,312            

Total Net Assets Restricted for Relief and Reconstruction Services 20,702,167      

Assets Held under Split-Interest Agreements 32,081              

Donor Restricted Endowments 318,002            

Total Net Assets With Donor Restrictions 21,052,250$    
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8. NET ASSETS WITH DONOR RESTRICTIONS (CONTINUED) 

Net assets were released from donor restrictions by incurring expenses or otherwise satisfying 

the restricted purposes as follows for the year ended September 30, 2019: 

Japan Earthquake/Tsunami Relief 2,059,445$      

South East Asia Tsunami Relief 1,838,741        

Haiti Earthquake Relief 518,831            

Papua New Guinea Relief 401,410            

Philippines Typhoon Haiyan Relief 384,915            

African Refugee Relief 94,542              

Nepal Earthquake Relief 57,044              

China Earthquake Relief 54,086              

Appropriation of Endowment Assets for Expenditure 41,613              

East Africa Famine Relief 35,638              

Mexico Reserve 22,000              

Myanmar Cyclone Relief 7,878                

Ecuador Earthquake Relief 202                   

Total Net Assets Released from Donor Restrictions 5,516,345$      
 

As of September 30, 2018, SAWSO’s net assets with donor restrictions consisted of the following: 

Relief and Reconstruction Services

South East Asia Tsunami Relief 5,925,903$       

Haiti Earthquake Relief 5,085,203         

Philippines Typhoon Haiyan Relief 4,256,305         

Japan Earthquake/Tsunami Relief 2,473,804         

Other International Disaster Relief 1,661,252         

Papua New Guinea Relief 1,015,000         

Nepal Earthquake Relief 677,047            

Western Hemisphere Hurricane Relief 614,119            

Mexico Reserve 551,057            

African Refugee Relief 533,882            

China Earthquake Relief 417,109            

Myanmar Cyclone Relief 195,439            

Mexico Earthquake Relief 150,800            

Ecuador Earthquake Relief 138,514            

East Africa Famine Relief 35,638              

Total Net Assets Restricted for Relief and Reconstruction Services 23,731,072       

Assets Held under Split-Interest Agreements 32,081              

Donor Restricted Endowments 344,149            

Total Net Assets With Donor Restrictions 24,107,302$     
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8. NET ASSETS WITH DONOR RESTRICTIONS (CONTINUED) 

Net assets were released from donor restrictions by incurring expenses or otherwise satisfying the 

restricted purposes as follows for the year ended September 30, 2018: 

South East Asia Tsunami Relief 917,970$          

Haiti Earthquake Relief 702,346            

Japan Earthquake/Tsunami Relief 371,190            

Philippines Typhoon Haiyan Relief 246,517            

Pakistan Earthquake/Flood Relief 192,770            

Mexico Reserve 50,062              

Western Hemisphere Hurricane Relief 22,419              

Chile Earthquake Relief 16,817              

Total Net Assets Released from Donor Restrictions 2,520,091$       
 

9. ENDOWMENT FUNDS 

SAWSO’s endowment consists of two gifts, established as a donor-restricted endowment fund. 

Net assets associated with this endowment fund are classified and reported based on the 

existence of donor-imposed restrictions. 

Interpretation of Relevant Law 

SAWSO has interpreted the Uniform Prudent Management of Institutional Funds Act (UPMIFA) as 

requiring the preservation of the fair value of the original gift as of the gift date of the donor-

restricted endowment funds absent explicit donor stipulations to the contrary. As a result of this  

interpretation, SAWSO 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 (c) 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 unappropriated endowment net assets until those 

amounts are appropriated for expenditure by SAWSO in a manner consistent with the standard 

prudent prescribed by UPMIFA. 

Investment Policy 

SAWSO invests the endowment with the objective of prudently managing the investments to 

protect the principal from decrease in actual terms. Recognizing the impact of inflation, the asset 

portfolio manager shall make every effort to protect the purchasing power of these assets.  

The general philosophy for the management of the funds is to maximize returns while minimizing 

risk. Investment return earned by the endowment fund is recorded as increase or decrease to net 

assets with donor restrictions. Investment income is allocated to the endowment fund 

proportionally to the investments as a whole. 
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9. ENDOWMENT FUNDS (CONTINUED) 

Investment Policy (Continued) 

Endowment funds consisted of the following at September 30, 2019: 

Without 

Donor Unappropriated Invested in

Restrictions Endowment Perpetuity Total

Donor-Restricted Endowment Fund -$                   15,466$         302,536$       318,002$       

With Donor Restrictions

 

Endowment funds consisted of the following at September 30, 2018: 

Without 

Donor Unappropriated Invested in

Restrictions Endowment Perpetuity Total

Donor-Restricted Endowment Fund -$                    41,613$          302,536$        344,149$        

With Donor Restrictions

 

For the year ended September 30, 2019, changes in endowment net assets were as follows: 

Without 

Donor Unappropriated Invested in

Restrictions Endowment Perpetuity Total

Endowment Net Assets, 

Beginning of Year -$                   41,613$         302,536$       344,149$       

Investment Return -                     15,466           -                     15,466           

Contributions -                     -                     -                     -                     

Appropriation of Endowment Assets

for Expenditure -                     (41,613)          -                     (41,613)          

Endowment Net Assets,

End of Year -$                   15,466$         302,536$       318,002$       

With Donor Restrictions

 

For the year ended September 30, 2018, changes in endowment net assets were as follows: 

Without 

Donor Unappropriated Invested in

Restrictions Endowment Perpetuity Total

Endowment Net Assets, 

Beginning of Year -$                    24,159$          302,536$        326,695$        

Investment Return -                      17,454            -                      17,454            

Contributions -                      -                      -                      -                      

Appropriation of Endowment Assets

for Expenditure -                      -                      -                      -                      

Endowment Net Assets,

End of Year -$                    41,613$          302,536$        344,149$        

With Donor Restrictions

 

10. SUBSEQUENT EVENTS 

SAWSO has evaluated subsequent events through January 21, 2020, the date on which the 

financial statements were available to be issued. 
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Total Management and General Expenses per Financial Statements 571,024$       

Total Indirect Costs (“A”)  $       571,024 

Total Program Services Expenses per Financial Statements 25,050,181$  

Less Grants to Affiliates    (15,789,640)

Less Construction Supplies - Relief Projects      (3,569,387)

Less Sub-Grants (PAVE)         (316,037)

Add Fundraising and Development Expenses           287,888 

Total Allowable Expenses (“B”) 5,663,005$    

Indirect Cost Rate (“A” Divided by “B”) 10.08%
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Passed Federal

Federal Grantor/Pass-Through Grantor/ Federal Through to Awards

Program Title CFDA No. Subrecipients Expended

U.S. Department of State

International Programs to Combat Human Trafficking

Protecting At-Risk Children Vulnerable to Exploitation 19.019 249,994$        374,524$        

Total U.S. Department of State 249,994          374,524          

Total Expenditures of Federal Awards 249,994$        374,524$        
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1. BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards (the schedule) includes the 

federal grant activity of The Salvation Army World Service Office (SAWSO) under programs 

of the federal government for the year ended September 30, 2019. The information in this 

schedule is presented in accordance with the requirements Title 2 U.S. Code of Federal Regulations 

Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 

Awards (Uniform Guidance). Because the schedule presents only a selected portion of the 

operations of SAWSO, it is not intended to and does not present the financial position, changes 

in net assets, or cash flows of SAWSO. 

2. SIGNIFICANT ACCOUNTING POLICIES 

Expenditures reported on the schedule are reported on the accrual basis of accounting. Such 

expenditures are recognized following the cost principles contained in OMB Uniform Guidance, 

Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, 

wherein certain types of expenditures are not allowable or are limited as to reimbursement. 

3. INDIRECT COST RATE 

SAWSO has not elected to use the 10 percent de minimis indirect cost rate as allowed under the 

Uniform Guidance. 
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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 Trustees 

The Salvation Army World Service Office 

Alexandria, Virginia 

We have audited, in accordance with the auditing standards generally accepted in the United States 

of America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of The Salvation 

Army World Service Office (a nonprofit organization), which comprise the statement of financial 

position as of September 30, 2019, and the related statements of activities, 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 January 21, 2020. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered The Salvation Army 

World Service Office’s internal control over financial reporting (internal control) to determine the 

audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion 

on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 

The Salvation Army World Service Office’s internal control. Accordingly, we do not express an 

opinion on the effectiveness of The Salvation Army World Service Office’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 with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of 

this section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify 

any deficiencies in internal control that we consider to be material weaknesses. However, material 

weaknesses may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether The Salvation Army World Service Office’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 determination of financial statement amounts. 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.

http://www.cbmcpa.com/
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Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of The Salvation Army 

World Service Office’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 Salvation Army World 

Service Office’s internal control and compliance. Accordingly, this communication is not suitable for 

any other purpose 

 

Bethesda, Maryland Certified Public Accountants 
January 21, 2020 
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Independent Auditors’ Report on Compliance for Each Major Program and on 

Internal Control over Compliance Required by the Uniform Guidance 

To the Board of Trustees 

The Salvation Army World Service Office 

Alexandria, Virginia 

Report on Compliance for Each Major Federal Program 

We have audited The Salvation Army World Service Office’s compliance with the types of compliance 

requirements described in the OMB Compliance Supplement that could have a direct and material  

effect on The Salvation Army World Service Office’s major federal program for the year ended 

September 30, 2019. The Salvation Army World Service Office’s major federal program is identified 

in the summary of auditors’ results section of the accompanying schedule of findings and questioned 

costs. 

Management’s Responsibility 

Management is responsible for compliance with the federal statutes, regulations, and the terms and 

conditions of its federal awards applicable to its federal program. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on compliance for The Salvation Army World Service 

Office’s major federal program based on our audit of the types of compliance requirements referred to 

above. We conducted our audit of compliance in accordance with auditing standards generally 

accepted in the United States of America; the standards applicable to financial audits contained in 

Government Auditing Standards, issued by the Comptroller General of the United States; and the audit 

requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, 

Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the 

Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance about 

whether noncompliance with the types of compliance requirements referred to above that could have 

a direct and material effect on a major federal program occurred. An audit includes examining, on a 

test basis, evidence about The Salvation Army World Service Office’s compliance with those 

requirements and performing such other procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 

federal program. However, our audit does not provide a legal determination of The Salvation Army 

World Service Office’s compliance. 

Opinion on Each Major Federal Program 

In our opinion, The Salvation Army World Service Office complied, in all material respects, with the 

types of compliance requirements referred to above that could have a direct and material effect on its 

major federal program for the year ended September 30, 2019.
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Report on Internal Control over Compliance 

Management of The Salvation Army World Service Office is responsible for establishing and 

maintaining effective internal control over compliance with the types of compliance requirements 

referred to above. In planning and performing our audit of compliance, we considered The Salvation 

Army World Service Office’s internal control over compliance with the types of requirements that 

could have a direct and material effect on each major federal program to determine the auditing 

procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 

compliance for each major federal program and to test and report on internal control over compliance 

in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 

effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 

effectiveness of The Salvation Army World Service Office’s internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over 

compliance does not allow management or employees, in the normal course of performing their 

assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 

requirement of a federal program on a timely basis. A material weakness in internal control over compliance 

is a deficiency, or combination of deficiencies, in internal control over compliance, such that there is 

a reasonable possibility that material noncompliance with a type of compliance requirement of a 

federal program will not be prevented, or detected and corrected, on a timely basis. A significant 

deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal 

control over compliance with a type of compliance requirement of a federal program that is less severe 

than a material weakness in internal control over compliance, yet important enough to merit attention 

by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the 

first paragraph of this section and was not designed to identify all deficiencies in internal control over 

compliance that might be material weaknesses or significant deficiencies. We did not identify any 

deficiencies in internal control over compliance that we consider to be material weaknesses. However, 

material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of our 

testing of internal control over compliance and the results of that testing based on the requirements of 

the Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 

 

Bethesda, Maryland Certified Public Accountants 
January 21, 2020 
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Section I - Summary of Auditors’ Results 

Financial Statements 

Type of auditors’ report issued:  Unmodified 

Internal control over financial reporting: 

 Material weakness(es) identified?     yes  X   no 

 Significant deficiencies identified?     yes  X   no 

Noncompliance material to financial statements noted?     yes  X   no 

Federal Awards 

Internal control over major programs: 

 Material weakness(es) identified?     yes  X   no 

 Significant deficiencies identified?     yes  X   no 

Type of auditors’ report issued on compliance 
 for major programs:  Unmodified 

Any audit findings disclosed that are required 
 to be reported in accordance with 2 CFR Section 200.516(a)?     yes  X   no 

Major Programs 

Federal CFDA No. Federal Grantor 

19.019 U.S. Department of State 
   International Programs to Combat Human Trafficking 
    Protecting At-Risk Children Vulnerable to Exploitation 

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

Auditee qualified as low-risk auditee?     yes  X   no 

Section II - Financial Statement Audit Findings 

None were reported. 

Section III - Federal Award Findings and Questioned Costs 

None were reported. 

 



THE SALVATION ARMY WORLD SERVICE OFFICE 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

FOR THE YEAR ENDED SEPTEMBER 30, 2019 

- 36 - 

Status of Prior Financial Statement Audit Findings 

There are no prior financial statement audit findings required to be reported. 

Status of Prior Federal Award Findings 

There are no prior federal award findings required to be reported. 

 

 


