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To the Board of Directors
Chess for Success
Portland, Oregon

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying financial statements of Chess for Success (a nonprofit 
organization), which comprise the statements of financial position as of June 30, 2013 and 
2012, and the related statements of activities 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. 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 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.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Chess for Success as of June 30, 2013 and 2012, 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 Matter

Our audits were conducted for the purpose of forming an opinion on the financial statements as 
a whole. The schedules of functional expenses on pages 13 and 14 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 audit 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.

Lake Oswego, Oregon
February 27, 2014
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2013 2012

Current assets:

Cash and cash equivalents 64,698$       2,433$         

Contributions and grants receivable 54,950 64,442         

Prepaid expense and other current assets 1,473 1,473           

Total current assets 121,121       68,348         

Furniture and equipment, net 5,106 6,015           

Other assets 1,640 1,640

Total assets 127,867$     76,003$       

Current liabilities:

Accounts payable and accrued expenses 23,285$       36,582$       

Deferred rent 1,406 4,037

Total current liabilities 24,691         40,619         

Net assets:

Unrestricted 66,489         (14,539)        

Temporarily restricted 36,687         49,923         

Total net assets 103,176       35,384         

127,867$     76,003$       

ASSETS

LIABILITIES AND NET ASSETS
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Temporarily

Unrestricted restricted Total

Operating revenues and other support:

Contributions and grants 266,803$     38,123$       304,926$     

Special events 133,909       —               133,909       

Program services 2,650           —               2,650           

Interest income 2,204           —               2,204           

In-kind contributions 3,085           —               3,085           

Net assets released from restrictions 51,359         (51,359)        —               

Total revenue and support 460,010       (13,236)        446,774       

Cost and expenses:

Cost of direct benefits to donors 26,663         —               26,663         

Program services 289,553       —               289,553       

Management and general 20,358         —               20,358         

Fundraising 42,408         —               42,408         

Total cost and expenses 378,982       —               378,982       

Changes in net assets 81,028         (13,236)        67,792         

Net assets, beginning of year (14,539)        49,923         35,384         

Net assets, end of year 66,489$       36,687$       103,176$     
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Temporarily

Unrestricted restricted Total

Operating revenues and other support:

Contributions and grants 299,622$     49,923$       349,545$     

Special events 29,543         —               29,543         

Program services 11,157         —               11,157         

In-kind contributions 23,799         —               23,799         

Net assets released from restrictions 87,796         (87,796)        —               

Total revenue and support 451,917       (37,873)        414,044       

Cost and expenses:

Cost of direct benefits to donors 22,763         —               22,763         

Program services 310,233       —               310,233       

Management and general 29,594         —               29,594         

Fundraising 59,256         —               59,256         

Total cost and expenses 421,846       —               421,846       

Changes in net assets 30,071         (37,873)        (7,802)          

Net assets, beginning of year (44,610)        87,796         43,186         

Net assets, end of year (14,539)$      49,923$       35,384$       



CHESS FOR SUCCESS

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2013 AND 2012

          See accompanying notes and independent auditors’ report. 6

2013 2012

Cash flows from operating activities:

Changes in net assets 67,792$       (7,802)$        

Adjustments to reconcile change in net assets to net cash

provided by operating activities:

Depreciation 2,133           2,399           

Changes in operating assets and liabilities:

Contributions and grants receivable 9,492           31,417         

Prepaid expense and other current assets —               (56)              

Accounts payable and accrued expenses (13,297)        (26,729)        

Deferred rent (2,631)          (2,272)          

Net cash provided by operating activities 63,489         (3,043)          

Cash flows from investing activities:

Purchase of furniture and equipment (1,224)          (779)            

Net cash used in investing activities (1,224)          (779)            

Net change in cash 62,265         (3,822)          

Cash and cash equivalents, beginning of year 2,433           6,255           

Cash and cash equivalents, ending of year 64,698$       2,433$         
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1. Summary of activities and significant accounting policies

Nature of activities ─ Chess for Success (CFS or the Organization) is a nonprofit 
organization which was incorporated in the state of Oregon in 1996 and later combined with 
the Portland Chess Project. Its purpose is to help children develop skills necessary for 
success in school and life by learning chess.  CFS provides after-school chess clubs for 
children in elementary and middle schools. CFS also organizes annual elementary, middle,
and high school chess tournaments.  

Basis of presentation ─ The financial statements and accompanying notes are prepared in 
accordance with accounting principles generally accepted in the United States of America.  
CFS is required to report information regarding its financial position and activities according 
to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and 
permanently restricted net assets. 

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 
disclosures 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.

Contributions ─ Contributions received are recorded as unrestricted, temporarily restricted, 
or permanently restricted net assets depending on the existence or nature of any donor 
restrictions.  Donor-restricted support is reported as an increase in temporarily or 
permanently restricted net assets, depending on the nature of the restriction.  When a 
restriction expires (that is, when a stipulated time restriction ends or purpose restriction is 
accomplished), temporarily restricted net assets are reclassified to unrestricted net assets 
and reported in the statement of activities as net assets released from restrictions.  Support 
that is restricted by the donor is reported as an increase in unrestricted net assets if the 
restriction or a portion expires in the reporting period in which the support is recognized.

In-kind contributions ─ Donations of property, equipment, materials and other assets are 
recorded as support at their estimated fair value at the date of donation.   Such donations are 
reported as unrestricted support unless the donor has restricted the donated asset to a 
specific purpose.

The Organization recognizes donated services only when one of the following is met:

1) The donated services create and/or enhance nonfinancial assets, or
2) The donated services require specialized skills by individuals possessing those skills 

and would typically need to be purchased if not provided by donation. 
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1.  Summary of activities and significant accounting policies — continued

During the years ended June 30, 2013 and 2012, the Organization recorded donated
professional services of $3,085 and $7,554, respectively, which are reflected as professional 
fees within the statement of activities.

While many individuals, including board members, volunteer their time and perform a variety 
of tasks that assist CFS at its facility, these services do not meet the criteria for recognition 
as in-kind contributions. 

Income taxes ─ CFS is a not-for-profit organization that is exempt from income taxes under 
Section 501(c)(3) of the Internal Revenue Code and classified as other than a private 
foundation by the Internal Revenue Service.  CFS is subject to a tax on income from any 
unrelated business.

CFS adopted the recognition requirements for uncertain income tax positions as required by 
generally accepted accounting principles.  Income tax benefits are recognized for income tax 
positions taken or expected to be taken in a tax return, only when it is determined that the 
income tax position will more-likely-than-not be sustained upon examination by taxing 
authorities.  CFS has analyzed tax positions taken for filing with the Internal Revenue Service 
and all state jurisdictions where it operates.  CFS believes that income tax filing positions will 
be sustained upon examination and does not anticipate any adjustments that would result in 
a material adverse affect on the Organization’s financial condition, results of operations or 
cash flows.  Accordingly, CFS has not recorded any reserves, or related accruals for interest 
and penalties for uncertain income tax positions at June 30, 2013 or 2012.

CFS is subject to routine audits by taxing jurisdictions; however, there are currently no audits 
for any tax periods in progress. CFS believes it is no longer subject to income tax 
examinations for years prior to June 30, 2010.

CFS’s policy is to classify income tax related interest and penalties, if any, in interest 
expense and other expenses, respectively.

Cash and cash equivalents ─ CFS maintains cash in checking and money market 
accounts. For purposes of the statement of cash flows, cash and cash equivalents include 
short-term, highly liquid investments including investments with initial maturities of three 
months or less.

Concentrations of credit risk ─ The financial instruments presented on the accompanying 
statement of financial position that are exposed to concentrations of credit risk consist 
primarily of cash and accounts receivable. CFS intends to limit its exposure to credit risk 
associated with cash by placing their cash with federally insured financial institutions. 
Accounts are insured by the Federal Deposit Insurance Corporation (FDIC).  At June 30, 
2013 and 2012, cash and cash equivalents did not exceed federally insured limits.
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1.  Summary of activities and significant accounting policies — continued

Accounts receivable ─ Unconditional promises to give are recognized as revenues in the 
period received as contributions and grants receivable. CFS uses the allowance method to 
determine uncollectible promises receivable. The allowance is based on prior years' 
experience and management's analysis of specific promises made.  For the years ended 
June 30, 2013 and 2012, CFS incurred no bad debts. CFS determined that no allowance 
was necessary as of June 30, 2013 and 2012.

Fair value of financial instruments ─ The fair value of financial instruments are the 
amounts at which the instruments could be exchanged in a current transaction between 
willing parties, other than in a forced or liquidation sale. The carrying amounts reflected in the 
statement of financial position for accounts receivable, accounts payable, and accrued 
expenses approximate their fair value principally because of the short-term nature of these 
instruments.

Property and equipment, net ─ Property and equipment, including additions and 
improvements that add to productive capacity or extend useful life, are capitalized, while 
maintenance and repairs are expensed as incurred. Purchased property and equipment is 
capitalized at cost. Donations of property and equipment are recorded as contributions at 
their estimated fair value.  Upon retirement or disposal of assets, the cost and related 
accumulated depreciation are removed from their respective accounts and any gain or loss is 
recognized.  Management believes that there was no impairment of the carrying value of 
long-lived assets or long-lived assets to be disposed of as of June 30, 2013 and 2012.  
Depreciation of property and equipment is calculated using the straight-line method over 
estimated useful lives of five to seven years.

Evaluation of subsequent events ─ CFS has evaluated subsequent events through 
February 27, 2014, the date which the financial statements were available to be issued.

Reclassifications ─ Certain prior year amounts have been reclassified to conform with the 
current year presentation.
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2.  Related party transactions

As of June 30, 2013 and 2012, contributions and grants receivable included $1,900 and 
$3,230, respectively, relating to pledges and contributions receivable from employees and 
board members of the Organization.  Contributions from employees and board members of 
the Organization for the years ended June 30, 2013 and 2012 totaled $40,954 and $22,112, 
respectively.  

3.  Furniture and equipment, net

Furniture and equipment consisted of the following:

2013 2012

Equipment 14,186$       12,962$       

Furniture 4,827           4,827           

19,013         17,789         

 Less accumulated depreciation 13,907         11,774         

5,106$         6,015$         

Depreciation and amortization totaled $2,133 and $2,399 for the years ended June 30, 2013
and 2012, respectively.

4.  Net assets

Net assets as of June 30 included the following:

2013 2012

Unrestricted 66,489$       (14,539)$      

Temporarily restricted 36,687         49,923         

103,176$     35,384$       

Temporarily restricted net assets resulted from gifts from donors who specified that monies 
must be used to support certain programs or schools.  These net assets can be released 
from restrictions by making applicable expenditures.  Temporarily restricted net assets are 
segregated from unrestricted net assets.

Unrestricted net assets is the residual amount of all net assets less any amounts that are 
restricted.
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5.  Allocation of joint costs

The costs of providing various services and other activities have been summarized on a 
functional basis in the statements of activities.  

The following joint costs have been allocated based on the estimates of management for the 
years ended June 30, 2013 and 2012:

Program Management

services and general Fundraising Total

Year ended June 30, 2013:

Salaries and wages 125,398$     8,250$         31,349$       164,997$     

Payroll taxes 12,413         820             3,166           16,399         

Employee benefits 9,511           626             2,377           12,514         

Occupancy 14,289         803             963             16,055         

Depreciation 1,749           107             277             2,133           

Insurance 5,459           239             336             6,034           

Year ended June 30, 2012:

Salaries and wages 112,748$     10,832$       39,514$       163,094$     

Payroll taxes 11,137         1,064           3,917           16,118         

Employee benefits 6,213           593             2,185           8,991           

Occupancy 9,740           609             1,826           12,175         

Depreciation 1,919           120             360             2,399           

Insurance 5,892           347             693             6,932           

5.  Defined contribution plan

CFS maintains a defined contribution retirement plan for the benefit of eligible employees. 
Contributions to the plan are discretionary and determined by the Board of Directors. 
Contributions made by CFS to the plan for the years ending June 30, 2013 and 2012 were 
$8,797 and $4,516, respectively.
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6.  Operating leases

The Organization rents office space under an agreement expiring December 31, 2019. 
Minimum future lease payments are as follows as of June 30, 2013:

Years ending June 30, Amount

2014 18,016$       

2015 17,922         

2016 18,460         

2017 19,014         

2018 19,584         

Thereafter 9,937           

102,933$     

For the years ended June 30, 2013 and 2012, the Organization recognized lease expense of 
$16,055 and $12,175, respectively.  



                                                                                                                     

SUPPLEMENTARY INFORMATION
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Program Management

services and general Fundraising Total

Cost of direct benefits to donors:

Facility rental 4,399$         —$              17,512$       21,911$       

Supplies and others 4,752           —               —               4,752           

9,151$         —$              17,512$       26,663$       

Expenses:

Salaries and wages 125,398$     8,250$         31,349$       164,997$     

Payroll taxes 12,413         820             3,166           16,399         

Employee benefits 9,511           626             2,377           12,514         

Chess coaches 72,173         —               —               72,173         

Chess equipment & supplies 20,779         —               —               20,779         

Occupancy 14,289         803             963             16,055         

Printing & reproductions 1,977           69               1,995           4,041           

Office 13,404         189             822             14,415         

Professional fees 3,930           9,185           —               13,115         

Depreciation 1,749           107             277             2,133           

Insurance 5,459           239             336             6,034           

Automobile 3,849           —               —               3,849           

Miscellaneous 4,622           70               1,123           5,815           

289,553$     20,358$       42,408$       352,319$     
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Program Management

services and general Fundraising Total

Cost of direct benefits to donors:

Facility rental 6,946$         —$              10,262$       17,208$       

Supplies and others 5,555           —               —               5,555           

12,501$       —$              10,262$       22,763$       

Expenses:

Salaries and wages 112,748$     10,832$       39,514$       163,094$     

Payroll taxes 11,137         1,064           3,917           16,118         

Employee benefits 6,213           593             2,185           8,991           

Chess coaches 89,802         —               —               89,802         

Chess equipment & supplies 37,045         —               —               37,045         

Occupancy 9,740           609             1,826           12,175         

Printing & reproductions 3,360           212             2,025           5,597           

Office 18,318         483             2,310           21,111         

Professional fees 4,422           15,054         3,973           23,449         

Depreciation 1,919           120             360             2,399           

Insurance 5,892           347             693             6,932           

Automobile 4,444           —               —               4,444           

Miscellaneous 5,193           280             2,453           7,926           

310,233$     29,594$       59,256$       399,083$     




