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INDEPENDENT AUDITORS’ REPORT

To The Board of Directors
Charity Navigator
Saddle Brook, New Jersey

We have audited the accompanying financial statements of Charity Navigator, which comprise the balance sheets
as of June 30, 2021 and 2020, and the related statements of activities, cash flows and functional expenses 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. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the 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 auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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 Charity Navigator as of June 30, 2021 and 2020, and the changes in net assets and its cash flows for
the years then ended in accordance with accounting principles generally accepted in the United States of America.

a&a},&u‘«/ Abrare ),..u...“.;, LT
Saddle Brook, New Jersey

December 7, 2021



CHARITY NAVIGATCR

BALANCE SHEETS

ASSETS

Cash and cash equivalents (Notes 3 and 4)
Investments (Notes 3, 4, 5 and 6)

Accounts receivable {Note 3)

Contributions receivable (Notes 3 and §)
Prepaid expenses and other assets

Security deposits

Property and equipment, net (Notes 3 and 9)

Total assets

LIABILITIES AND NET ASSETS

Accounts payable

Accruad expenses

Refundable advance - Paycheck Protection Program
Total tiabilities

Net assets (Notes 3 and 13):
Without donor restrictions
With donor restrictions

Tetal net assets

Total liahilities and net assets

The accompanying notes are an integral part

of these financial statements.

June 30,

2021 2020
$ 1,300,208 $ 1,496,141
4,292,894 2,651,484
4,787 3,800

475,518

82,558 75,122
21,991 31,6898
34,198 19,804
$ 8,212,155 $ 4,278,059
3 73,302 3 72,133
373,289 180,538
358,806
446 661 611,277
5079,2%4 3,436,893
686,200 229,889
b 765,494 3,666,782
$ 6212155 $ 4,278,059
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CHARITY NAVIGATOR

STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net asseis
to net cash provided {used) by operating activities:
Stock donations
Depreciation
Piscourt on contributions receivable

Realized and unrealized gains (losses) on investments

Loss on disposal of assets
Changes in operating assets and liabilities:
(Increase) decrease in:
Accounts recejivable
Contributions receivable
Prepaid expenses and other asseis
Security deposits
Increase (decrease) in:
Accounts payable
Accrued expenses

Refundable advance - Paycheck Protection Program

Net cash provided by operating activities
Cash flows from investing aclivities:
Purchase of securities

Proceeds from sale of investments
Purchase of property and eguipment

Net cash provided (used) by investing activities

Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash eguivalents, end of year

Year ended June 30,

2021 2020
$ 2,008,712 $ 241,068
(58,881) (44,536)
11,035 12,155
5,806
(571,335) (26,071)
8,058
(987) (3,800)
(481,324) 255,221
(7,436) (5,947)
9,707 (21,991)
1,259 (38,704)
192,731 28,182
(358,606} 358,608
848,739 757,083
(1,214,988) (916,245)
203,804 955,083
(33,487)
(1,044,671) 39,738
(195,932) 796,821
1,496,141 699,320
$ 1,300,209 $ 1,496,141

The accompanying notes are an integral part

of these financial statements.
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CHARITY NAVIGATOR
NOTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

Nature of the Organization

Charity Navigator (the Organization) was founded in 2000 and has become the nation's largest and most-
utilized evaluator of charities. Specifically, the Crganization's rating system examines two facets of a
charity's performance: their financial health and their governance practices (accountability and
fransparency). These ratings provide donors with a picture of how well a charity has sustained its programs
and services cver time and their level of commitment to good governance, best practices and openness
with information. The Organization believes these behaviors are indicators of how a charity will use donaors’
contributions. As of June 30, 2021, Charity Navigator's database has more than 1.8 miliion U.3. registered
nonprofits included, with nearty 200,000 nonprofits evaluated through our Star Rating and Encompass
Rating Systems. The Encompass Rating System, launched in July 2020, provides donors with
comprehensive evaluations of the total impact of nonprofits rated via four beacons: Finance & Accountability
{187,858), Impact & Resuits (1,229), Leadership & Adaptabiiity (2,785) and Culture & Community (13,478},

The Organization provides charity ratings so that denors and social investors can make more informed and
impactful giving decisions. its ratings are also intended for individual charities and the entire nonprofit sector,
providing them with benchmarks and information on best practices to improve their performance. The
Organization had over 10 million visits to its website during the year ended June 30, 2021, and estimates
that it impacts billions of dollars of charitable giving decisions each year. The Organization does not receive
any contributions from any of the charities it evaluates or the government and offers its basic sarvices to
users at no cost.

Acquisition of ImpactMatters

Cn September 1, 2020, the Organization acquired certain assets from another charity, ImpactMatters.
Charity Navigator viewed this acquisition as an oppertunity to belster its program team and its capabilities
to assess impact, This was timely, as the Organization was working on the follow-up release to their
July 2020 launch of a new rating and methodology called Encompass, which would include impact as a
future evaluation metric to be developed over the following year. ImpactMaiters’ mission was commitied to
making impact evaluation a factor in giving made by the general public. Rather than try to develop an
audience for their approach, they decided to bring their approach to where people are already going to, for
similar analysis, and teamed up with Charity Navigator, who has that audience.

The agreement was structured as a grant by ImpactMatiers that would transfer to Charity Navigator ali of
its intellectual property, inciuding methodology, brand assets, tools, data, and donor/user lists, as well as
$250,000 in cash. In return, Charity Navigator added an impact assessment to their ratings in October of
2020, hired Impactiatters' three employees as Charity Navigator staff to form an impact unit and included
two of their board members on the Nonprofit Ratings Expert Group.



CHARITY NAVIGATOR
NQTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

Summary of significant accounting policies

Basis of presentation

The financial statements of the Organization have been prepared in accordance with U.S. generally
accepted accounting principtes (U.S. GAAP), which require the Organization to repert information regarding
its financial position and activities according to the following net 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 the Organization.
These net assets may be used at the discretion of the Organization's management and the board
of directors.

Net assets with donor restrictions - Net assets subject to stipulations impesed by donors, and
grantors. Some donor restrictions are temporary in hature; those restrictions will be met by actions
of the Grganization or by the passage of time. Other donor restrictions are perpetual in nature,
whereby the donor has stipulated the funds be maintained in perpetuity.

Measure of operations

The statement of activities reports all changes in net assets, including changes in net assets from cperating
and nonoperating activities. Operating activities consist of those items attributable to the Organization's
ongoing services and interest and dividends eamed on investments. Nonoperating activities are limited te
realized and unrealized gains (losses) on investmenis, and other activities considered to be of a more
unusual or nonrecurring nature.

Estimates
The preparation of financial statements reguires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from those

estimates.

Cash and cash equivalents

Cash and cash equivalents consists of demand deposit accounts with maturities of three months or less
and moneay market funds.

Investments

Investments in marketable securities with readily determinable fair values and all investments in debt
securities are valued at their fair values on the balance sheet. Unrealized gains and losses are included in
the changes in net assets without donor restriction for the gains and losses that are unrestricted, and in the
changes in net assets with donor restriction for the gains and losses that are restricted for the support of
certain programs. Investment fees are netted against the investment income.



CHARITY NAVIGATGR
NOTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

Summary of significant accounting pelicies (continued)

Fair value measurement

U.S. GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets and liabilities (Level 1 measurement) and the lowest priority t¢ unobservable inputs
{Level 3 measurements).

The three levels of the fair value hierarchy are as follows:

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical assets or
liabilities that the Crganization has the ability to access at the measurement date;

Level 2 - Inputs other than quoted prices that are observable for the assets or liability either directly
or indirectly, including inputs that are not considered to be active;

Level 3 - Inputs that are unobservable.

Inputs are used in applying the varicus valuation techniques and broadly refer to the assumptions that
market participants use to make valuation decisions, including assumptions about risk. Inputs may include
price information, volatility statistics, specific and broad criteria data, liquidity statistics, and other factors.
An investment’s level within the fair value hierarchy is based on the lowest level of any input that is significant
to the fair value measurement. However, the determination of what constitutes “cbservable” requires
significant judgment by the Organization. The Qrganization considers chservable data to be that market
data which is readily available, regularly distributed cr updated, reliable and verifiable, not proprictary,
provided by multiple, independent sources that are actively involved in the relevant market. The
categorization of an investment within the hierarchy is based upon the pricing fransparency of the
investment and does not necessarily carrespond to the Crganization's perceived risk of that investment.

Accounts and contributions receivabie

Accounts receivable consists of amounts unpaid from data sales. Contributions receivable consists of
unconditichal promises to give that are recorded at net realizable value. Unconditional promises to give that
are expected to be collected in future yvears are recorded at the present value of their estimated future cash
flows. The discounts on those amounts are computed using risk-adjusted interest rates applicable to the
years in which the promises are received. Discount amortization is included in contribution revenue.
Conditional promises to give are net included as support untii the conditions are met.

Allowance for doubtful accounts

The Organization uses the allowance method to account for uncollectible accounts and piedges receivable.
The allowance is based on pricr years' experience and management's analysis of possible bad debt. As of
June 3G, 2021 and 2020, the Crganization determined that an aliowance was not necessary.



CHARITY NAVIGATOR
NOTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

Summary of significant accounting pelicies {continued)

Property and eqauipment

Property and equipment are stated at cost, if purchased, or at fair value at the date of the gift, if donated,
less accumulated depreciation. The cost of property and equipment purchased in excess of $1,000 is
capitalized. Depreciation is provided in amounts sufficient o amortize the cost of the property and
equipment over the estimated useful lives on a straight-line basis.

Software 3-5vyears
Furniture and equipment 5 years
Leasehold improvements 10 - #1 years

The cost of assets sold or otherwise disposed of and the accumulated depreciation thereon are eliminated
from the accounts and the resulting gain or loss is reflected in income except for assets traded where no
cash is received. Expenditures for maintenance and repairs are charged tc expenses as incurred;
replacements and betterments that extend the useful lives are capitalized.

Revenue recognition

The Organization recognizes contributions when cash, securities or other assets: an unconditional promise
to give; or a notification of a beneficial interest is received. Contributicns received are recorded as net assets
without donor restrictions or net assets with donor restrictions, depending on the existence and/or nature of
any donor-impesed restrictions. When a restriction expires {that is, when a stipulated time restriction ends
ar purpose restriction is accomplished), net assets with donor restrictions are reclassified to net assets
without donor restrictions and reported in the statements of activities as net assets released from
restrictions. Conditicnal promises to give — that is, those with & measurable performance or other barrier
and a right of return — are not recognized until the conditions on which they depend have been met.

The Organizaticn recognizes revenue from saies during the year in which the goods (data) are provided to
its customers. The performance obligation of delivering data is simultaneously received, censumed and
paid for by the customers at the point of sale; therefore, revenue is recognized at the point of sale.

Contributed goods and services

in-kind contributions are reflected as contributions at their fair value at date of donation and are reported as
support without donor restrictions unless explicit donor stipulations specify how donated assets must be
used. During the years ended June 30, 2021 and 2020, the Crganization received contributions of stock
without donor restrictions valued at $58,881 and $44,536, respectively. These contributions are included
within individual and board member contributions on the statement of activities.

Donated specialized services have been recognized on the accompanying financial statements. These
donated services require professional skills and would typically be purchased, if not provided by donation.
During the year ended June 30, 2021, the Organization benefited from donated legal services from Pro
Bono Partnerships vaiued at $6,681 and from an independent attorney valued at $4,500, and a donated
software subscription vatued at $341. During the year endad June 30, 2020, the Organization benefited
from donated legal services from Pro Bone Partnerships valued at $17,728, donated consulting services
from International Business Machines Corp. of $162,544, donated consulting services from an executive
coach of $800, donated cloud computing services from Amazon valued at $32,000 and a donated software
subscription valued at $3,752. These services are recognized as donated professional fees and services
and the subscription is recognized as donated goods on the statement of activities. The services are
included within professional fees and contracted services and the subscription is included within office and
miscellaneous expenses on the statement of functional expenses.



CHARITY NAVIGATOR
NOTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

Summary of significant accounting pelicies (continued)

Donated advertising

During the years ended June 30, 2021 and 2020, a significant amount of Google AdWords were donated to
the Organization via the Google Ad Grant program. Google AdWords provides online advertising by
displaying a message to pecple who are searching for Charity Navigator's services, As a qualifying
nonprofit, Charity Navigator normally receives up to $85,000 of in-kind AdWords advertising every month.

The Organization received a total of 364,003 and 295,258 ad clicks with a total value of $885,037 and
$534,178, respectively. The Organization recognized the confributions on the statement of activities and
also as Outreach and education expense on the statement of functional expenses, totaling $885,037 and
$534,178 for the years ended June 30, 2021 and 2020, respectively.

Functional allacation of expenses

The costs of providing various programs and support services have been summarized on a functional basis
in the statement of activities and in the statement of functional expenses. Accordingly, natural expenses
attributable to more than one functional expense category are allocated using a variety of cost aliocation
techniques such as fime and effort and square footage.

Income taxes

The Organizaticn is a tax-exempt organization as defined by Section 501{c}(3) of the Internal Revenue
Code, though it is subject to tax on income unrelated to its exempt purpose, unless that income is otherwise
excluded by the Code. The Organization has processes presently in place to ensure the maintenance of its
tax-exempt status; to identify and report unrelated income; to determine its filing and tax obligations in
jurisdictions for which it has nexus; and to identify and evaluate other matters that may be considered tax
positions. The Organization has determined that there are no material uncertain tax positions that require
recognition or disclosure in the financizal statements.

Reclassifications

Certain amounts in the 2020 financial statements have been reclassified to conform to the 2021
presentation.

Risks and uncertainties

Financial instruments that potentially subject the Organization fo concentrations of credit risk consist
principally of cash and cash eguivalents, investments, and contributions recefvable. The Organization
maintains its cash in bank deposit accounts, the balance, of which, at times, may exceed federally insured
limits. Investment securities are exposed to varicus risks. Due to the level of risk associated with cartain
investment securities, it is at least reasonably possible that changes in the value of investments will accur
in the near term and that such changes could materially affect the amount reported on the financial
statements. Concentrations of credit risk with respect to contributions receivable are limited due to the fact
the pledges are from various contributors and private foundations. The Organization has not experienced,
nor does it anticipate, any losses with respect to such accounts.

10



CHARITY NAVIGATOR
NOTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

Risks and uncertainties (continued)

The Organization has reviewed its operations in light of the COVID-19 pandemic. Based on that review, it
does not anticipate that the COVID-19 pandemic will have a material impact on its operations. However,
events surrcunding the Federal and State responses to the COVID-19 virus, and changes to those
responses couid change that analysis, and that change could be material.

Availability and liquidity

The following represents the Organization's financial assets at June 30, 2021:

Financial assets at year end

Cash and cash equivalents $ 1,300,209
Investments 4,292 894
Accounts receivable 4 787
Contributions receivabie 475 518
Total financial assets 6,073,408

Less amounts not available to be used within cne year:

Net assets with donor restrictions 686,200
Less net assets with purpose restrictions to be met
in less than a year (150,000)
536,200

Financial assets available to meet cash needs for
general expenditures within one year $ 5,537,208

The Qrganization’s goal is generally to maintain financial assets to meet 90 days of operating expenses,
net of in-kind (approximately $1,045,000}. As part of its liquidity plan, excess cash is invested in short-term
investments, including a maney market account. In addition to these available financial assets, a significant
portion of the Organizatien's annual expenditures will be funded by current year operating revenues
including grants, fees for services, and cantributions.

Investments

Investment securities are stated at fair value and summarized as follows at June 30:

2021 2020
Carrying Carrying
Cost value Cost value
hMutual funds 3 3937805 $ 4282894 § 2727675 $§ 2,651,494

$ 3837805 3 4292834 § 2727675 § 2651494

11



CHARITY NAVIGATOR
NOTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

Investments {continued)

The following schedule summarizes the investment return and its classification in the statement of activities
for the years ended June 30:

2021 2020
Dividends and interest 3 68,456 3 81,731
Realized and unrealized gains 571,335 26,071

$ 639,781 § 87,802

Fair value measurement

The classification of the Organization's investment securities at fair value are as follows at June 30, 2021:

Level 1 Level 2 Level 3 Total
Mutual funds $ 4292894 3% 3 § 4,202894
$ 4292894 § $ $ 4,292,894

The classification of the Organization's investment securities at fair value are as follows at June 30, 2020:

Level 1 Level 2 Level 3 Total
Mutuai funds $ 2,651,494 § 3 $ 2,8651494
$ 2651494 § $ N $ 2,651,494

Contributions regeivable

Contributions receivable that are expected to be collected within one year are recorded at their net realizabie
value. Contributiens receivable that are expected to be collected in future years are recorded at the present
value of their estimated future cash flows. The discounts on those amounts are computed using the risk-

free interest rate of 2%. There were no contributions receivable at June 30, 2020 and centributions
receivable consists of the foliowing at June 30, 2021:

2021

One year ar less $ 331,324
Two to five years 150,000

481,324
less discount on contributions receivable 5,808

$ 475,518

12



10.

11.

CHARITY NAVIGATOR
NOTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

FProperty and equipment

A summary of property and equipment is as follows at June 30:

2021 2020
Furniture $ 24 963 $ 24 963
Software 8,050 8,050
Equipment 97,492 81,886
Leasehold improvements 17,880 22.421
148,485 135,420
Less accumulated depraciation 112,287 115,616

$ 34,198 $ 19,804

Depreciation expense for the years ended June 30, 2021 and 2020 was $11,035 and $12,155, respectively.

Paycheck Protection Program loan

On April 28, 2020, the Organizaticn was granted a loan in the amount of $358,606 pursuant to the Paycheck
Frotection Program (the PPP). The PPP, established as part of the Coronavirus Aid, Relief and Economic
Security Act (“CARES Act"}, provides for loans to gualifying businesses for amounts up to 2.5 times of the
average monthly payroll expenses of the qualifying business. The loans and related interest are forgivable
as long as the borrower uses the loan proceeds for eligible purposes, including payroll, benefits, rent and
utilities, and maintains its payroll levels. As of June 30, 2020, the Crganization determined the PPP Ioan fo
be a conditicnal contribution and, as such, it has recorded the proceeds of the loan as a refundable advance.

In December 2020, all conditiecns were met and the loan was fully forgiven by the Small Business

Administration (SBA). Consequently, the Organization recharacterized the refundable advance as
government grant income and has included it in revenues as of June 30, 2021.

Commitmenis and contingencies

The Crganization had a six-year lease for its office facility that expired on February 28, 2049. The
Organization renewed this lease up to June 30, 2020. On July 1, 2020, the Organization signed a sixty-two
month lease for a new office facility that expires on August 31, 2025. Rent expense related to the
Crganization’s office facilities, for the years ended June 30, 2021 and 2020, was $73.304 and $67,200,
respectively.

In addition, the Organization entered into a lease of a copier machine in August 2018, This operating Iease

will expire in August 2022. Rent expense related to the Organization’'s copier machine was 32,349 for each
of the years ended June 30, 2021 and 2020.
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CHARITY NAVIGATOR
NOTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

11. Commitments and contingencies {continued)

Future minimum commitments due under these leases are as follows:

Year ending June 30:

2022 3 90,235
2023 92,100
2024 94,355
2025 96,611
2026 16,164

$ 389,465

12. Pension
The Organization sponsors an IRA Savings Plan which covers eligible employees. The Plan requires a

matching contribution equal to the employee’s contribution up to 3% of the employee’s salary. The amount
centributed for the years ended June 30, 2021 and 2020 was $42,982 and $37 647, respectively.

13. Netassets

Net assets were as follows for the years ended June 30, 2021 and 2020:

2021 . 2020
Without With Without With
donor donar donor doror
restrictions  restrictions Total restrictions  restriction Total
Undesignated $5,079,204 § $5,079.294 $3.436893 § $3,436,893
Specific purpose:;
Development of new nonprofit
ratings system 39,988 39,988 186,488 186,488
Building nonprofit portal 8,862 8962 43,401 43,401
Pilot identifying BIPOC-led charities 28,846 28,848
through machine learning
Development of Encompass Rating
System culture & Community
Beacon 270,396 270,398
Equitable internghip opportunities 7,671 7,671
Impact Matters integration and
development of digital portal 80,337 80,337
MManaged services program to guide
donors in decision-making 250,000 250,000
Total net assets $5,079.294 § 685200 $5765494 $3,436,893 $229889 $3.666,782
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CHARITY NAVIGATOR
NOTES TO FINANCIAL STATEMENTS

June 30, 2021 and 2020

Net assets {continued)

Releases from net assets with donor restrictions are as follows at June 3¢

2021 2020
Satisfaction of purpose restrictions

Organizational research $ 3 75,000
Testing impact valuation methodologies 221,654
Development of new nonprofit ratings system 404,500 38,883
Building nonprofit portal 44 439 66,599
Filot identifying BIPOC-led charities through machine learing 1,154
Impact Matters acquisition 100,080
Impact Matters integration and development of digital portal 219,663
Development of Encomipass Rating System culture & Community

Beacon 5,928
Equitable internship opportunities 2,329
Paycheck Protection Program expenses 358,606

3 1136699 § 402136

Significant source of support

For the years ended June 30, 2021 and 2020, one donor accounted for 13% and 11% of the Organization’s
total donations, respectively.

Subseguent events

Subsequent events have been evaluated through December 7, 2021, which is the date the financial
statements were available to be issued. The Organization is not aware of any material subsequent events.
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