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Clark Nuber s

Independent Auditor’s Report

To the Board of Directors
Relief International, Inc.
Los Angeles, California

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of Relief International, Inc. (the
Organization), which comprise the statements of financial position as of December 31, 2017 and
2016, 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.

Auditor’s 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 auditor's
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.



Clark Nuber

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Organization as of December 31, 2017 and 2016, 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.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated
September 28, 2018, on our consideration of the Organization’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
grant agreements and other matters. The purpose of that report is solely to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of the Organization’s 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 the Organization’s internal control
over financial reporting and compliance.

ot Vudun PS

Certified Public Accountants
September 28, 2018



RELIEF INTERNATIONAL, INC.

Statements of Financial Position
December 31, 2017 and 2016

Assets

Cash and cash equivalents
Accounts receivable, net
Grants receivable

Prepaid expenses, other receivables and other

Inventory

Microfinance loans receivable, net

Other assets, net

Security deposits

Property and equipment, net
Total Assets

Liabilities and Net Assets

Liabilities:

Accounts payable and accrued expenses

Refundable advances

Funds held for related party
Other liabilities, net

Total Liabilities

Net Assets:

Unrestricted

Temporarily restricted

Total Net Assets

Total Liabilities and Net Assets

See accompanying notes.

2017 2016
S 4,246,986 S 6,124,724
112,075
5,549,138 3,105,202
1,671,038 1,184,225
42,773 42,752
2,484,548 1,991,352
92,077 425,000
145,179 99,215
66,746 285,653

$ 14,298,485

$ 13,370,198

$ 8,375,139 $ 8,135,839
87,518 716,824
3,544,572 1,929,275
92,077 425,000
12,099,306 11,206,938
1,584,343 1,363,156
614,836 800,104
2,199,179 2,163,260

$ 14,298,485

$ 13,370,198




RELIEF INTERNATIONAL, INC.

Statement of Activities

For the Year Ended December 31, 2017

Revenues and Support:

Grants and contributions

Private donations

Microfinance loan interest
Contributed goods and services
Other

Net assets released from restrictions

Total Revenues and Support
Expenses:
Program services-
Economic opportunity
Education
Health
Multi-sectoral
Other

Total program services

Supporting services-
General and administrative

Total supporting services
Total Expenses
Change in Net Assets

Net assets, beginning of year

Net Assets, End of Year

See accompanying notes.

Temporarily
Unrestricted Restricted Total
S 40,104,346 S 419,119 S 40,523,465
637,843 36,140 673,983
948,277 948,277
335,655 9,547 345,202
641,687 641,687
650,074 (650,074)
43,317,882 (185,268) 43,132,614
2,064,909 2,064,909
274,643 274,643
6,477,173 6,477,173
26,237,060 26,237,060
1,246,973 1,246,973
36,300,758 36,300,758
6,795,937 6,795,937
6,795,937 6,795,937
43,096,695 43,096,695
221,187 (185,268) 35,919
1,363,156 800,104 2,163,260
$ 1,584,343 S 614,836 $ 2,199,179




RELIEF INTERNATIONAL, INC.

Statement of Activities

For the Year Ended December 31, 2016

Revenues and Support:

Grants and contributions

Private donations

Microfinance loan interest
Contributed goods and services
Other

Net assets released from restrictions

Total Revenues and Support
Expenses:
Program services-
Economic opportunity
Education
Health
Multi-sectoral
Other

Total program services

Supporting services-
General and administrative

Total supporting services

Total Expenses

Change in Net Assets Before Loss
Loss on sale of MADAD Credit, LLC
Total Change in Net Assets

Net assets, beginning of year

Net Assets, End of Year

See accompanying notes.

Temporarily
Unrestricted Restricted Total
S 23,797,262 S 21,723 S 23,818,985
305,765 179,436 485,201
876,546 876,546
14,418 14,418
390,784 390,784
818,963 (818,963)

26,203,738 (617,804) 25,585,934
886,024 886,024
525,577 525,577

8,058,152 8,058,152
10,387,129 10,387,129
2,238,987 2,238,987
22,095,869 22,095,869
4,845,481 4,845,481
4,845,481 4,845,481
26,941,350 26,941,350
(737,612) (617,804) (1,355,416)
(111,883) (178,102) (289,985)
(849,495) (795,906) (1,645,401)
2,212,651 1,596,010 3,808,661
$ 1,363,156 S 800,104 $ 2,163,260




RELIEF INTERNATIONAL, INC.

Statement of Functional Expenses
For the Year Ended December 31, 2017

Program Services Support Services
Economic Total Program General and Total Support

Opportunity Education Health Multi-Sectoral Other Services Administrative Services Total
Allowances S 31,009 S - S 153,157 S 454,207 S 37,135 S 675,508 S 99,718 S 99,718 S 775,226
Benefits 79,524 322 233,263 1,021,740 118,437 1,453,286 582,268 582,268 2,035,554
Communications, outreach and media 1,300 4,277 23,140 3,454 32,171 4,360 4,360 36,531
Equipment purchases 22,919 6,387 314,640 464,377 39,971 848,294 24,353 24,353 872,647
Events and meetings 14,384 4,319 38,688 322,683 16,228 396,302 66,595 66,595 462,897
Insurance 4,374 42 5,357 268 10,041 57,347 57,347 67,388
Items distributed to beneficiaries 82,745 1,410,948 1,055,837 24,117 2,573,647 (616) (616) 2,573,031
Operating costs 1,442,587 1,442,587 1,442,587
Other (4,955) 23,608 61,464 144,793 2,648 227,558 118,566 118,566 346,124
Other payroll costs 11 2,122 72 2,205 66,359 66,359 68,564
Other project costs 525,381 1,640 987,674 8,021,275 149,770 9,685,740 93,811 93,811 9,779,551
Payroll related costs 15,578 60 15,638 72,310 72,310 87,948
Professional fees 184,888 333 67,842 347,540 62,245 662,848 858,688 858,688 1,521,536
Project operating costs 178,543 32,936 478,130 2,113,519 121,804 2,924,932 1,243 1,243 2,926,175
Rentals and freight 620 138 268,931 608,098 25,712 903,499 14,786 14,786 918,285
Retirement plan 38,682 2,044 14,794 270,676 13,910 340,106 127,557 127,557 467,663
Salary and wages 873,338 69,183 2,167,394 10,282,910 534,053 13,926,878 2,509,495 2,509,495 16,436,373
Taxes and social security 8,290 8,014 28,805 122,497 25,574 193,180 202,466 202,466 395,646
Travel 106,601 42,974 247,124 960,711 71,515 1,428,925 454,044 454,044 1,882,969
Total Expenses $ 2,064,909 $ 274,643 $ 6,477,173 $ 26,237,060 $ 1,246,973 $ 36,300,758 $ 6,795,937 $ 6,795,937 $ 43,096,695

See accompanying notes.



RELIEF INTERNATIONAL, INC.

Statement of Functional Expenses
For the Year Ended December 31, 2016

Program Services Support Services
Economic Total Program General and Total Support

Opportunity Education Health Multi-Sectoral Other Services Administrative Services Total
Allowances S 34,278 S 3,664 S 236,933 S 117,481 S 38,712 S 431,068 S 61,415 S 61,415 S 492,483
Benefits 113,827 11,689 379,182 413,620 113,107 1,031,425 448,812 448,812 1,480,237
Communications, outreach and media 731 4,584 2,237 2,540 1,610 11,702 1,587 1,587 13,289
Equipment purchases 25,061 334,497 121,815 63,502 51,312 596,187 64,439 64,439 660,626
Events and meetings 15,257 740 254,118 132,472 26,895 429,482 33,475 33,475 462,957
Insurance 615 656 6,720 5,164 935 14,090 102,685 102,685 116,775
Items distributed to beneficiaries 14,498 1,337,475 1,873,142 13,912 3,239,027 3,239,027
Operating costs 683,835 683,835 683,835
Other 2,698 219 24,260 12,180 258,055 297,412 19,785 19,785 317,197
Other payroll costs 6 43 25 74 61,560 61,560 61,634
Other project costs 2,735 845,052 1,787,329 104,139 2,739,255 1,940 1,940 2,741,195
Payroll related costs 61 136 685 206 322 1,410 105,427 105,427 106,837
Professional fees 116,280 6,157 258,142 62,614 32,400 475,593 522,346 522,346 997,939
Project operating costs 97,189 50,528 510,135 1,433,440 261,075 2,352,367 2,352,367
Rentals and freight 7,307 3,620 305,693 218,405 33,091 568,116 19,786 19,786 587,902
Retirement plan 24,922 2,354 45,543 91,430 54,757 219,006 127,925 127,925 346,931
Salary and wages 374,368 80,521 3,294,308 3,739,106 1,081,984 8,570,287 2,095,605 2,095,605 10,665,892
Taxes and social security 2,009 2,969 55,509 46,637 6,936 114,060 191,492 191,492 305,552
Travel 68,680 8,702 380,345 387,861 159,720 1,005,308 303,367 303,367 1,308,675
Total Expenses $ 886,024 S 525,577 $ 8,058,152 $ 10,387,129 $ 2,238,987 $ 22,095,869 $ 4,845,481 $ 4,845,481 $ 26,941,350

See accompanying notes.



RELIEF INTERNATIONAL, INC.

Statements of Cash Flows
For the Years Ended December 31, 2017 and 2016

2017 2016

Cash From Operating Activities:
Change in net assets S 35,919 S (1,645,401)
Adjustments to reconcile change in net assets

to net cash (used in) provided by operating activities-

Receipt of contributed goods and services (345,202) (14,418)
Distribution of contributed goods and services 345,202 14,418
Depreciation 218,907 47,770
Noncash investing and financing activities:
Change in allowance for bad debt 253,995
Loss on disposal of property and equipment 30,950
Transfer of line-of-credit and liabilities related to MADAD Credit, LLC (757,690)
Transfer of loans and interest receivable related to MADAD Credit, LLC 1,047,675
Changes in operating assets and liabilities:
Accounts receivable 112,075 (112,075)
Grants receivable (2,443,936) (949,984)
Prepaid expenses, other receivables and other (486,813) (166,853)
Inventory (21) (29,830)
Other assets 332,923 (31,329)
Security deposits (45,964) (9,837)
Accounts payable and accrued expenses 239,300 3,151,471
Refundable advances (629,306) 642,513
Funds held for related party 1,615,297 1,771,471
Other liabilities (332,923) 425,000
Net Cash (Used in) Provided by Operating Activities (1,384,542) 3,667,846
Cash Flows From Investing Activities:
Purchases of property and equipment (219,349)
Proceeds from sale of investments 5,140
Net receipts from (advances for) microfinance loans (493,196) 889,805
Net Cash (Used in) Provided by Investing Activities (493,196) 675,596
Cash Flows From Financing Activities:
Net payments on lines of credit (949,638)
Net Cash Used in Financing Activities (949,638)
Net Change in Cash and Cash Equivalents (1,877,738) 3,393,804
Cash and cash equivalents, beginning of year 6,124,724 2,730,920
Cash and Cash Equivalents, End of Year S 4,246,986 S 6,124,724

Supplementary Disclosure of Cash Flow:
Interest paid S 2,841 S 147,049

See accompanying notes.



RELIEF INTERNATIONAL, INC.

Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 1 - Organization and Summary of Accounting Policies

Relief International, Inc. (the Organization) was founded in June 1990 and formally incorporated in the State of California on
November 30, 1990, as a non-profit charitable organization. On January 3, 2018, the Organization was reincorporated in the
State of Delaware. The Organization is a leading humanitarian non-profit agency committed to achieving relief from
poverty, building resilience, and promoting dignity and well-being of the world's most vulnerable populations. By partnering
with people in the communities where we work, we bridge the gap between immediate relief and long-term community
development. The Organization is non-sectarian and non-political in its mission. The Organization’s programs focus on four
sectors: health; education; water, sanitation and hygiene (WASH); and economic opportunity. We design every program to
follow "The Rl Way", which includes global participation, integration across sectors, partnerships, and civic skills
development. Past and current programs have included assistance to refugees, displaced, and other vulnerable
communities in Afghanistan, Azerbaijan, Bangladesh, Ghana, Guinea, Haiti, Iran, Iraq, Jordan, Kenya, Lebanon, Myanmar,
Niger, Pakistan, Palestinian territories, Philippines, Senegal, Somalia, Sudan, Turkey, South Sudan, Uganda and Yemen.

MADAD Credit, LLC was formed as a wholly-owned subsidiary of the Organization under a Non-Banking Credit Limited
Liability Company Charter registered in Azerbaijan in 2002. The Organization sold MADAD, LLC during the year ended
December 31, 2016 (Note 2).

Relief International receives awards, grants and contributions from the United States Agency for International Development
(USAID), the United States Department of State (DOS), various foundations, and other international organizations.

Basis of Presentation - The financial statements of the Organization have been prepared on the accrual basis of accounting
under accounting principles generally accepted in the United States of America (U.S. GAAP).

For the purposes of financial reporting, the Organization classifies resources into three net asset categories pursuant to any
donor-imposed restrictions. Accordingly, the net assets of the Organization are classified and reported as follows:

Unrestricted Net Assets - Net assets that are not subject to donor-imposed stipulations.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed stipulations that may or will be met either
by actions of the Organization and/or the passage of time.

Permanently Restricted Net Assets - Net assets restricted by donor-imposed stipulations to be invested in
perpetuity. The Organization had no permanently restricted net assets as of December 31, 2017 and 2016.

Revenue and support are reported as increases in unrestricted net assets unless the use of the related assets is limited by
donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and losses on investments
and other assets or liabilities are reported as increases or decreases in unrestricted net assets unless their use is restricted
by explicit donor stipulation or by law. Temporary restrictions expire when the donor-stipulated purpose has been fulfilled
and/or the donor-stipulated time period has elapsed. Expirations of temporary restrictions result in the reclassification of
temporarily restricted net assets to unrestricted net assets and are reported in the statements of activities as net assets
released from restrictions.

Cash and Cash Equivalents - For purposes of the statements of cash flows, the Organization considers cash on hand and
deposits in U.S. and foreign banks with maturities of three months or less to be cash equivalents.



RELIEF INTERNATIONAL, INC.

Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 1 - Continued

Accounts Receivable, Other Assets and Other Liabilities - Accounts receivable are stated at the amount management
expects to collect from outstanding balances and consist of amounts billed for voluntary emissions reductions (VERs) that
have been certified and delivered to the purchaser of the credits (Note 10). Other assets consist of VERs that have been
certified and obligated by contract for release in the future. Other liabilities reflect the Organization’s obligation to deliver
the VERs at a future date. The VERs that have been certified and obligated are recorded at the price specified in the
applicable contract, net of an allowance to reflect a present value discount and fluctuations in market prices.

Grants and Other Receivables - Grants and other receivables are stated at the amount management expects to collect from
outstanding balances. Balances that are still outstanding after management has used reasonable collection efforts are
written off through a charge to the valuation allowance and a credit to grants or other receivables. Management considers
all amounts to be fully collectible as of December 31, 2017 and 2016.

Grants receivable consists of amounts due from the U.S. Government and pass-through entities. Other receivables consist
of: accrued interest on microfinance loans; advances to field offices; advances to staff; subcontractor receivables; and
pledges receivable. There were no pledges receivable at December 31, 2017. Pledges receivable outstanding at December
31, 2016, totaled approximately $98,000, and were collected in 2017. At December 31, 2016, approximately 70% of pledges
receivable were due from two individuals who are also board members.

Inventory - Inventory consists of various hygienic supplies, food and other relief commodities, and are recorded at fair
value on the date of donation and are evaluated for impaired value at year-end. Distributions of inventory are recorded on
a first-in, first-out basis.

Microfinance Loans Receivable - Microfinance loans receivable consist of loans made under the Organization’s
microfinance programs (Note 3). Loans that management has the intent and ability to hold for the foreseeable future, until
maturity or until payoff, are reported at the principal balance outstanding, net of an allowance for loan losses.

Property and Equipment - The Organization capitalizes property and equipment with a cost or donated value of $5,000 or
greater. The cost of property and equipment is depreciated over the estimated useful life of the asset and is computed
using the straight-line method over three to five years. Maintenance and repairs are charged to expense as incurred.

The Organization purchases equipment for its various programs with funding received from the U.S. Government and other
donors. Under the terms of these agreements, title to equipment remains with the Organization; however, the donor
generally retains control of the equipment until disposition at the end of the award period. In most cases, under the
direction of the donor, the Organization donates this equipment to local relief and humanitarian organizations at the end of
the award period. The majority of the awards are for terms of less than two years; therefore, equipment purchased under
these programs is expensed when purchased, and such assets are not reflected as capital assets in the statements of
financial position.

Impairment of Assets - The Organization evaluates assets for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Upon such an occurrence, recoverability of assets to
be held and used is measured by comparing the carrying amount of an asset to forecasted undiscounted future net cash
flows expected to be generated by the asset. If the carrying amount exceeds its estimated future cash flows, an impairment
charge is recognized for the amount by which the carrying amount of the asset exceeds the fair value of the asset. Once an
impairment charge is recorded, the carrying amount cannot be increased. There was no impairment recorded for the years
ended December 31, 2017 or 2016.

-10 -



RELIEF INTERNATIONAL, INC.

Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 1 - Continued

Vulnerability From Certain Concentrations and Risks - Financial instruments that potentially subject the Organization to
concentrations of credit and market risk consist primarily of cash and cash equivalents and microfinance loans receivable
(Note 3). The Organization had approximately $3,100,000 and $5,000,000 in cash and cash equivalents held at financial
institutions and on hand in foreign countries as of December 31, 2017 and 2016, respectively. The majority of the funds
invested in foreign countries is uninsured. Cash and cash equivalents held by financial institutions in the U.S. at times
exceed Federal Deposit Insurance Corporation insured limits. Management believes the risk in these situations to be
minimal.

The Organization’s credit risk arises primarily from its lending activity through its microfinance programs (Note 3) and
results when a borrower or counterparty to a financial instrument fails to meet its contractual obligations. Allowances for
impairment are accounted for when there is objective evidence that the loans and advances to borrowers are impaired.
Significant changes in the economy, depreciation of local currencies against the currencies of the indexed portfolios, or in
the health of a particular industry segment could result in evidence that the expected future cash flows are different from
those provided for at the end of the reporting period. Management has implemented processes to monitor and manage its
exposure to credit risk. Microfinancing loans receivable, net, account for 17% and 15% of the Organization’s total assets as
of December 31, 2017 and 2016, respectively.

For the years ended December 31, 2017 and 2016, 94% and 93%, respectively, of the Organization’s total revenues and
support consist of awards from agencies of the U.S. Government and pass-through entities. As of December 31, 2017 and
2016, 100% of grants receivable are from the U.S. Government and pass-through entities. Management has no reason to
believe that relationships with these entities will be discontinued in the foreseeable future. However, any interruption of
these relationships, i.e., the failure to renew agreements or withholding of funds, would adversely affect the Organization’s
ability to finance ongoing operations.

Revenue Recognition - Unconditional grants and contributions are recognized as revenue in the period committed or
received. Donor-restricted contributions are reported as temporarily restricted contributions and as net assets released
from restrictions when donor restrictions are met. Conditional promises to give are not recognized as revenue until the
conditions upon which they depend are substantially satisfied.

Grants and contracts that are awarded to the Organization from U.S. Government agencies and pass-through agencies are
accounted for as exchange transactions, and revenue is recognized when qualifying expenditures related to specified
programs are incurred. When funds are received in advance of incurring qualified expenditures, the unspent funds are
recorded in the statements of financial position as refundable advances. When qualifying expenditures are incurred prior to
receiving funds from the U.S. Government, including pass-through agencies, a receivable is recorded.

Contributed Goods and Services - Contributed goods and services consist of donated food, services, supplies and other
relief commodities. These contributions are recorded at their fair value on the date the goods and services are provided.
The Organization also receives contributed goods and services for which an estimate of the fair value is not determinable;
therefore, these contributed goods and services are not reflected in the statements of activities.

Functional Expenses - The costs of providing the various programs and other activities have been summarized on a

functional basis in the statements of activities. Accordingly, certain costs have been allocated among the programs and
supporting services benefited.

-11 -



RELIEF INTERNATIONAL, INC.

Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 1 - Continued

Tax Exempt Status - Relief International, Inc. is a nonprofit corporation exempt from federal income taxes under Internal
Revenue Code (IRC) Section 501 (c)(3) and is classified as an organization that is not a private foundation under Section
501(a) of the IRC. Until January 3, 2018, when the Organization was reincorporated in the State of Delaware, the
Organization was also recognized by the California Franchise Tax Exempt Board as exempt in California under the California
Revenue and Taxation Code Section 23701d and is exempt from California income and franchise taxes on operations related
to its exempt purpose.

Foreign Currency Translation - Substantially all assets and liabilities of the Organization that are held in foreign currencies
are translated at year end exchange rates. Revenues, gains and other support and expenses are translated at the average
monthly exchange rates during the year. Gains and losses from foreign currency translation were not material to the
financial statements taken as a whole and are not reflected separately in the financial statements.

Use of Estimates - The preparation of financial statements in accordance with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, the 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.

Reclassifications - Certain reclassifications have been made to 2016 amounts to conform to the 2017 presentation. The
reclassifications have no effect on the previously reported total assets, liabilities, net assets or change in net assets for
2016.

Subsequent Events - The Organization has evaluated subsequent events through September 28, 2018, the date on which
the financial statements were available to be issued.

Note 2 - Sale of MADAD Credit, LLC

MADAD Credit, LLC was formed as a wholly-owned subsidiary of the Organization under a Non-Banking Credit Limited
Liability Company Charter registered in Azerbaijan in 2002. During the year ended December 31, 2016, the Organization’s
board of directors determined that local ownership of MADAD Credit, LLC is in the best interests of servicing the financial
needs of the people of Azerbaijan. Therefore, the board elected to sell the Organization’s interest in MADAD Credit, LLC to a
local entity. Under the terms of the sale, the purchasers assumed all responsibilities and liabilities of MADAD Credit, LLC,
including loans, a line of credit and other obligations owed to creditors, employees and borrowers. At the time of sale, the
Organization transferred to the purchasers assets totaling $1,047,675 and liabilities totaling $757,690, and recognized a loss
on the sale of $289,985 (Note 3).

Note 3 - Microfinance Loans Receivable

Loans issued under the Organization’s microfinance programs have been evaluated as a pool of homogeneous loans and
are the only segment and class of lending by the Organization. Loans are considered impaired at 90 days and are completely
reserved. Past-due status is based on the contractual terms of the loan. In all cases, loans are placed on nonaccrual status
or charged-off at an earlier date if collection of principal or interest is considered doubtful. Nonaccrual loans include smaller
balance homogeneous loans that are collectively evaluated for impairment.

-12 -



RELIEF INTERNATIONAL, INC.

Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 3 - Continued

The allowance for loan losses has been established for probable incurred credit losses. Loan losses are charged against the
allowance when management believes the uncollectability of a loan balance is confirmed. Subsequent recoveries, if any, are
credited to the allowance. Management estimates the allowance balance using past loan loss experience, the nature and
volume of the portfolio, economic conditions, and other factors. The allowance does not contain specifically identified
reserves, as the microfinance loans are evaluated for exposure as a pool of loans.

Factors considered by management in determining impairment include payment status and the probability of collecting
scheduled payments when due. Loans that experience insignificant payment delays and payment shortfalls generally are
not classified as impaired. Management determines the significance of payment delays based on the aging of the
microfinance loans in the pool. Loans are not restructured, and no troubled debt restructurings are included in the
portfolio.

Large groups of smaller balance homogeneous loans, such as microfinance loans, are collectively evaluated for impairment,
and accordingly, they are not included in the separately identified impairment disclosures. The historical loss experience is
determined by portfolio segment and is based on the actual loss history experienced by the Organization. This actual loss
experience is supplemented with other economic factors based on the risks present for the geographic region. These
economic factors include consideration of the following: levels of and trends in delinquencies and impaired loans; levels of
and trends in charge-offs and recoveries; migration of loans in the past due categories; trends in volume and terms of loans;
economic trends and conditions; industry conditions; and effects of changes in credit concentration.

The Organization’s entire microfinance loan portfolio consisted of loans made in Iraq as of December 31, 2017 and 2016. All
loans were provided to individuals in accordance with the terms of the Organization’s local programmatic activities. The
majority of loans are due within one year and bear interest of 13.0% to 35.0%. As of December 31, 2017 and 2016,
microfinance loans receivable balances on the statements of financial position were net of an allowance of $85,478, and
the gross microfinance loans receivable balances were $2,570,026 and $2,076,830, respectively.

Activity in the allowance for microfinance loans losses was as follows for the years ended December 31:

2017 2016
Balance, beginning of year S 85,478 S 1,531,777
Provision for loan losses 253,995
Loans charged off (1,705,723)
Allowance transferred with sale of MADAD, LLC 5,429
Balance, End of Year S 85,478 S 85,478

As of December 31, 2017, the Organization had $96,634 in loans that were considered impaired with an allowance of
$85,478 allocated to all loans over 90 days. As of December 31, 2016, the Organization had $27,863 in loans that were
considered impaired with an allowance of $27,863 allocated to all loans over 90 days.
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RELIEF INTERNATIONAL, INC.

Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 3 - Continued

The aging of the recorded investment in past-due microfinance loans, was as follows:

December 31, 2017

31-60 Days 61-90 Days Greater Than 90 Total Loans Not
Past Due Past Due Days Past Due Past Due Past Due Total
S 12,179 S 12,593 S 96,634 S 121,406 $ 2,448,620 S 2,570,026

The aging of the recorded investment in past-due microfinance loans, was as follows:

December 31, 2016

31-60 Days 61-90Days Greater Than 90 Total Loans Not
Past Due Past Due Days Past Due Past Due Past Due Total
S 47,264 S 13,333 S 27,863 S 88,460 S 1,988,370 S 2,076,830

Note 4 - Relief International - UK

Relief International - UK (RI-UK) is a nongovernmental organization headquartered in London. It is separately incorporated
as a company limited by guarantee in England and Wales and registered as a charitable organization with the Charity
Commission. RI-UK is an independent affiliate of the Organization and is part of the global family of Relief International
agencies through which international programmatic activities are coordinated. RI-UK and the Organization have common
board members and collaborate closely by sharing the use of all staff and systems. However, neither entity has a residual
interest in the net assets of the other, nor is either entity responsible for the obligations or debts of the other. The
aggregate amounts held by the Organization on behalf of RI-UK totaled $3,544,572 and $1,929,275 as of December 31,
2017 and 2016, respectively, and consist primarily of cash. These amounts are included in cash and cash equivalents and
funds held for related party on the statements of financial position. All support costs are paid by the Organization and a
portion of those costs are allocated to RI-UK based on management’s analysis of level of effort spent. Costs allocated to RI-
UK for support staff and systems totaled $3,557,445 and $2,595,057 for the years ended December 31, 2017 and 2016,
respectively.
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RELIEF INTERNATIONAL, INC.

Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 5 - Property and Equipment

Property and equipment consisted of the following as of December 31:

2017 2016

Office equipment S 17,000 S 17,000
Computer equipment 25,536 25,536
Software 424,025 424,025
Vehicles 150,271 150,271
616,832 616,832

Less accumulated depreciation (550,086) (331,179)
Property and Equipment, Net S 66,746 S 285,653

Depreciation expense totaled $218,907 and $47,770 for the years ended December 31, 2017 and 2016, respectively.
Note 6 - Lines of Credit

The Organization had a revolving line of credit for up to $1,625,000 with a local financial institution. This line of credit was
originated in 2011, matured in July 2016 and was not renewed. Interest on the line of credit was at the bank's prime rate
plus 0.25%, which was 4.50% as of December 31, 2016. Interest was assessed on a monthly basis. All inventory, including all
returned inventory, equipment, general intangibles and all cash and noncash proceeds and products of the Organization
were pledged as collateral.

Note 7 - Temporarily Restricted Net Assets

Temporarily restricted net assets of $614,836 and $800,104 were available for purpose restricted program services as of
December 31, 2017 and 2016, respectively. As of December 31, 2017, $614,836 was available entirely for program services.
As of December 31, 2016, approximately $100,160 was available for microfinance and $699,944 for other program services.
Net assets released from restrictions upon satisfaction of purpose restrictions totaled $650,074 and $818,963 for the years
ended December 31, 2017 and 2016, respectively.

Note 8 - Commitments and Contingencies

Leases - The Organization leases office space in Los Angeles, California and Washington, DC, under operating rental
agreements which expire on March 31, 2021 and July 31, 2026, respectively. Both agreements provide for escalating rent
payments over the terms of the leases. Rent expense is recognized on a straight-line basis over the terms of the
agreements, and deferred rent liabilities totaling approximately $407,000 are included in accounts payable and accrued
liabilities on the statements of financial position as of December 31, 2017 and 2016, respectively. The Organization also
leases offices and guest houses in several foreign countries under short-term lease agreements. Rent expense, including
foreign country offices, utilities and related costs, totaled approximately $1,222,700 and $1,177,300, for the years ended
December 31, 2017 and 2016, respectively.
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Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 8 - Continued
Future minimum rental agreement payments required under the long-term agreements are as follows:

For the Year Ending December 31,

2018 S 414,488
2019 425,387
2020 439,531
2021 368,949
2022 349,553
Thereafter 1,422,635
Total Minimum Lease Payments $ 3,420,543

Legal Proceedings - In the normal course of business, the Organization has various claims in process, matters in litigation,
and other contingencies. In management’s opinion, the outcome from these matters will not materially impact the
Organization’s financial position or results of activities.

Potential Disallowed Costs - Expenses incurred under certain programs are subject to audit by the awarding agencies,
including programs funded by the U.S. Government. If, as a result of such an audit, certain expenses incurred are
determined to be nonreimbursable, the Organization may be liable for repayment of disallowed expenses previously
claimed or received. The Organization has also accrued a liability totaling $243,322, included on the statements of financial
position in accounts payable and accrued expenses, for the difference between its negotiated indirect cost recovery rate
and the rate calculated for 2017 based on actual costs incurred. There was no liability as of December 31, 2016.

Overseas Operations - The Organization administers its various programs in numerous developing countries through its
field offices in each of those countries. The Organization also maintains cash accounts as well as loan portfolios in certain of
those countries. The future results of those programs could be adversely affected by a number of potential factors, such as
currency devaluations or changes in the political climate.

As of December 31, 2017 and 2016, the Organization has assets in Afghanistan, Bangladesh, Ghana, Iran, Iraq, Jordan,
Kenya, Lebanon, Myanmar, Nigeria, Pakistan, occupied Palestinian territories, Philippines, Turkey, Senegal, Somalia, Sudan,
Uganda and Yemen. These assets totaled approximately $7,250,000 and $7,600,000, which represents 51% and 57% of the
Organization’s total assets as of December 31, 2017 and 2016, respectively.

Note 9 - Retirement Plans

The Organization maintains a retirement plan under Section 403(b)(7) of the IRC, and employees are eligible to participate
in the plan after one year of service. Employee contributions are limited to current Internal Revenue Services (IRS)
limitations. The Organization contributes to the plan on the employee's behalf, initially at 4% with increases based on years
of service. The Organization’s contributions are vested at 20% after two years of service, rising to 100% after six years of
service. During the years ended December 31, 2017 and 2016, the retirement plan expense totaled $467,663 and $346,931,
respectively.
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Note 9 - Continued

The Organization has established a nonqualified deferred compensation plan (the Plan) under Section 457(f) of the IRC for
the executive director, effective as of March 17, 2014, for the purpose of providing certain supplemental retirement and
retention benefits, in addition to any other retirement and retention benefits available under any other plan sponsored and
maintained by the Organization. Until the withdrawal date, the contributions to the Plan are legal assets of the Organization
and subject to its creditors. The balance of funds credited under the terms of the Plan totaled $22,500 and $45,000 as of
December 31, 2017 and 2016, respectively.

Note 10 - Other Assets

The Organization is the beneficiary under a program, “Gyapa Improved Stoves in Ghana,” related to the sale of voluntary
emissions reductions (VERs) earned from its production of fuel efficient stoves in Ghana. The Organization contracts with
RINA Services, S.p.A. to verify the greenhouse gas emission reductions reported for the program activity and to certify VERs
earned in accordance with Gold Standard Verification, consistent with industry practice.

The most recent RINA Services, S.p.A. Gold Standard Verification Report, dated February 2, 2016, covered the verification
periods of 2016 and 2014 and certified 824,977 VERs, of which 538,022 were subsequently obligated by contract to a third
party. Revenue totaling approximately $611,000 and $534,000 was recognized during the years ended December 31, 2017
and 2016, respectively, for VERs that were released and invoiced to the third party. The remaining obligated VERs are
reported as other assets in the statements of financial position, valued at the stated contract price less an allowance to
reflect a present value discount and market fluctuations. A liability is also reflected in the statements of financial position
for the Organization’s obligation to release the remaining obligated VERs. The other asset and liability related to the
obligated VERs totaled $92,077, net of an allowance of $67,923 as of December 31, 2017. The other asset and liability
related to obligated VERs totaled $425,000, net of an allowance of $235,542 as of December 31, 2016. The remaining
certified but unobligated VERs will be recognized at the time they are obligated under contract. During the year ended
December 31, 2016, the Organization elected to write off VERs that had been recognized but not yet released in a prior year
totaling approximately $216,000.
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