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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
EOS International NFP & Subsidiary
St. Paul, Minnesota

We have audited the accompanying consolidated financial statements of EOS International NFP &
Subsidiary (a nonprofit organization), which comprise the statements of consolidated financial position as
of December 31, 2017 and 2016 (restated), and the related consolidated statements of activities and
changes in net assets, functional expenses and cash flows for the years then ended, and the related
notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated 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 consolidated 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 audits to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated 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 consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained are sufficient and appropriate to provide a basis for
~our audit opinions.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated statements of financial position of EOS International NFP & Subsidiary as of
December 31, 2017 and 2016 (restated), and the consolidated statements of changes in its activities and
net assets, consolidated statements of functional expenses and its consolidated cash flows for the years
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matter

As discussed in Note number 5 to the financial statements, the Organization restated its prior audited
financial statements to include property and equipment previously omitted.

A+ A

Minneapolis, Minnesota
August 30, 2018

www.markwellandlewis.com ¥ 5151 Edina Industrial Blvd. STE 250, Edina, MN 55439 + 952.905.3600;
952.905.3601(f)




EOS INTERNATIONAL NFP & SUBSIDIARY
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
December 31, 2017 and 2016 (Restated)

Restated
2017 2016
ASSETS
Current assets
Cash and equivalents $ 75,441 $ 126,638
Accounts receivable, net 48,977 19,866
Inventory 6,875 11,431
Prepaid expenses 5,811 1,833
Total current assets 137,104 159,768
Property and equipment 48,103 42,103
Less: accumulated depreciation (24,414) (25,387)
Net property and equipment 23,689 16,716
Total assets 3 160,793 $ 176,484
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable and accrued expenses $ 5,220 $ 6,013
Total current liabilities 5,220 6,013
Net assets
Unrestricted 126,573 159,471
Temporarily restricted 29,000 11,000
Total net assets 155,573 170,471
Total liabilities and net assets $ 160,793 $ 176,484

See Accompanying Notes to Financial Statements

e



Iml

sluswalels [eloueuld 0} sajoN BulAuedwoooy 88

Lb'0ZL $ 000°LL  $ L/PBSL  $ €/G'SGlL $ 00062 ¢ €£/5'9zL $ leaf Jo pus - sjesse 1N
GET'ZSL 192'69 896'C8 WAAAR 000°'L1L LLY'6GL (poyeysal) seeh jo Buiuuibeq - syesse JoN
£6Y'GT (292'89) 09/.'¢c8 (868'vL) 000'8L (868'2¢) sjesse jau ul abuey)
(£62'2) = (262'2) (zLo'2) - (zL0'2) Juswysnipe AousLno ubieiod
€e1'9/¢ = €€1'9/€ GGl '8SH - GGl '8Gh sesuadxa [ejo |

818'6% - 818'6Y eL¥'¥9 = eL¥'v9 Buisiespund

6€Z'S = 6T’ L6L'6 - 16L'6 SAeSIUIWpPE pue [BiausD

9/0'l2e = 9/0'12¢ L6Y'78€ S L6Y'78¢ se2IAles welbold
:sosuadxg

£88'80% (19Z'8S) 0GL'/9% 692 GY 000'8L 692'LTY anuanal pue Joddns [ejo |

= (£92'69) 19269 = (000°L}) 000°LL uoIoL}SaI WOl pases|al s}osse 19N

¥82 = ¥8¢ € = € snuaAal 1BY0

981'0s - 981'0g 8/9'L0L - 8/9'10L SuoBNQUIUOD PU-U|

116'60T - L16'602 €eY'002 - £e¥'002 snuanel weiboud pioi4

L6L LY 000°'LL 16.'0€ 999'cS 000'6Z 999't suolINQLIUOD uolepuNo} pue ejelodio)

gee'se = geg'se = - - SUOIINQLIUOD JUSA]

oe'ts ¢ - ¢ oLe'Ls $ 681'68 $ - ¢ 68768 $ suoiNQUIUOD [enpIAIpU|
anuaAal pue poddng

|elo ] pajoLlsay pajoulsalun €10 1 pajollsay pajoulsalun
Aelodwa | Auelodws |
9102 1102
pejelsey

(peie}sad) 910z PUe £L0TZ ‘L€ Joqueds( papug SIBSA 8YL 104
S13SSY L3N NI SEONVHO ANV S3ILIAILOY 40 SININTLVYLS d3LvdITOSNOD

AdvIaisans ® d4N TVNOILVYNY3LNI SO3



I.VI

sjuswialels [eloueuld o0} sajoN Bulluedwoooy 83

(pejelsad) 910z pue L0z ‘L€ JoquadsQq papus SIESA 8yl 104
S3SN3IJX3 TYNOILONNA 40 SININWILVLS d31VvdlITOSNOD

AdvIdIsans ® d4N TVYNOILVNY3LNI SO3

€cL'9.¢$ 8L8By $ 6£T'S $ 9/0'12e$ GGl'esy$  eL¥v9 $ 1616 $ L6y 8¢ $
£9e'8¢C = = £9¢'8e 196'CY = - 1962y
£¥5'9 9.1 vy9'e AN vl ¥89°'¢ TLl'T 982's
1€6°C = 16 0¥8'¢ 008'% - 089 0SL'y
8GG°/ - & 866/ G/.'9 = = G/.'9
299l 8Y.L'y = vLLLL 9ze'sl 681 - LEL'GL
102 ¥ 18l 08 0v6'9y 9/G6've gle (i Ly0've
YxdWA4 LLLY 000°}L 9S6°LY 87910} 182'c 00Z 169'86
96¢ 9 % 5 96€'9y giLz'ee > - gLz'ee
£90'9¢ oLlL'ge 144 €cs z8LLL Geo's L¥8'Y 00.L
#6066 = = ¥60'66 16878 - - 16828
gee'sy ¢ 9z8'cl ¢ & $ 6957 $ ey0'8LL $ 1225 $ = ¢ 2/9'99 $
|10 | puisielpund oAjessSIUIWPY — SO2IAISS 1210 | puisielpund  SABASIUILPY  S82IAISS
pue |[elauss) weibold pue |eJaus9) weibolid
910¢ /,10¢
psjeisey

[ejoL
sesuadxs weibold 108.11Q
SAjBJSIUILIPE SSaulsng
aouelnsu|
uoneloaldsq
90110 3 sajjl|ioed
sBunesw g [aAel} ‘Buiuiel |
sasuadxa puiy-u|
sjonpoud jo 350D
S90IAISS [BUOISSB)0.d
90IAlas [euoissajold Aquno-u|
s)euUaq B [puuosiad



EOS INTERNATIONAL NFP & SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS
For The Years Ended December 31, 2017 and 2016 (Restated)

Cash flows from operating activities
Change in net assets:
Adjustment to reconcile the change in net assets to net
cash flows from operating activities:
Depreciation
Loss on disposal of property and equipment
Change in assets and liabilities
Accounts receivable
Inventory
Prepaid expenses
Accounts payable and accrued expenses
Net cash flows from operating activities

Cash flows from investing activities:
Purchase of property and equipment
Net cash flows from investing activities
Net change in cash and equivalents

Cash and equivalents - beginning of year

Cash and equivalents - end of year

Restated

2017 2016
$ (14,898) $ 25,493
6,775 7,558
1,253 -
(29,111) 2,069
4. 556 (4,339)
(3,979) (765)
(793) 5,909
(36,197) 35,925
(15,000) -
(15,000) -
(561,197) 35,925
126,638 90,713
$ 75,441 $ 126,638

See Accompanying Notes to Financial Statements
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EOS INTERNATIONAL NFP & SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2017 and 2016 (Restated)

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization EOS International NFP (the Organization) is a nonprofit organization founded
in 2008. The Organization empowers rural families in Central America with access to clean
water and opportunities to generate income through simple technology solutions and
education.

Principles of consolidation The financial statements include the Organization’s wholly
owned subsidiary, EOS International — Nicaragua, all inter-organization activity has been
eliminated.

Basis of accounting The accompanying consolidate financial statements have been
prepared on the accrual basis of accounting in accordance with Generally Accepted
Accounting Principles in the United States of America and the principles of fund accounting.
Fund accounting is the procedure by which resources for various purposes are classified for
accounting purposes in accordance with activities or objectives specified by donors.

Tax status The Organization is exempt from income taxes under Internal Revenue Code
Section 501(c)(3) and applicable Minnesota Statutes.

The Organization accounts for uncertainty in income taxes recognized in the consolidated
financial statements annually assessing its exposure for uncertain tax positions. If required,
the Organization would accrue income taxes plus a related interest and penalty as a liability.
For the years presented the Organization has recorded no liability for uncertain tax
positions. Tax years ending after December 31, 2014 remain open and subject to
examination for both federal and state returns.

Basis of presentation Support is classified based on the presence or absence of donor
restrictions and reported in the following net asset categories:

e Unrestricted net assets represent the portion of net assets that are not subject to
donor restrictions.

e Temporarily restricted net assets arise from contributions that are restricted by
donors for specific purposes or time periods.

e Permanently restricted net assets arise from contributions that are permanently
restricted by donors for specific purposes. The Organization has no permanently
restricted net assets.
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EOS INTERNATIONAL NFP & SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2017 and 2016 (Restated)

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Use of estimates The preparation of consolidated financial statements in conformity with
Generally Accepted Accounting Principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the consolidated financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Cash and equivalents For purposes of the consolidated statements of cash flows, the
Organization considers all highly liquid investments with an initial maturity date of three
months or less to be cash equivalents.

Contributions receivable Contributions receivable represent unconditional promises to
give and are due within one year.

Accounts receivable Accounts receivable represent monies owed from the implementation
of the Organization’s technology in Nicaragua. Allowance for bad debt at December 31,
2017 and 2016 were $4,406 and $4,932, respectively.

Inventory Inventory consists of products purchased for resale in the implementation of the
Organization’s technology.

Property & Equipment Property & Equipment is recorded at the lower of cost or estimated
fair value. Depreciation is provided over the estimated useful lives of the respective assets
on a straight-line basis. Expenditures for equipment over $3,000 with determinable lives are
capitalized and depreciated. Maintenance and repairs are expensed as incurred; major
improvements and betterments are capitalized.

Contributed materials Contributed materials are recorded as contributions, when received,
at their estimated fair value where such value can be objectively and accurately determined.



EOS INTERNATIONAL NFP & SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2017 and 2016 (Restated)

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Contributed services Contributed services are recorded as contributions, at their fair
value, when the service creates or enhances a nonfinancial asset or the service requires
specialized skills provided by an individual possessing those skills, and would need to be
purchased if not provided by donation. A substantial number of volunteers donate significant
amounts of their time to the Organization's program and supporting services. The value of
this contributed time is not reflected in these statements since it does not meet the
requirements of generally accepted accounting principles for recognition in consolidated
financial statements.

Contributions Contributions are recorded at their net realizable values when the donor
makes an unconditional promise to give to the Organization. Donor-restricted contributions
are reported as increases in temporarily or permanently restricted net assets depending on
the nature of restrictions. When a restriction expires, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activity as satisfaction
of donor restrictions.

Functional expenses Allocations are generally made as follows:
e Salaries by time spent on principal activities of each employee

e Employee benefits and payroll taxes according to the percentage used to allocate
salaries

e All other expenses are allocated based on management estimates



1.

EOS INTERNATIONAL NFP & SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2017 and 2016 (Restated)

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Fair value measurements The Organization complies with Topic 820 of the Accounting
Standards Codification. ASC Topic 820 defines fair value, establishes framework for
measuring fair value and expands disclosure about fair value.

Under ASC Topic 820, fair value is determined using assumptions that market participants
would use to determine the price of the asset or liability as opposed to measurements
determined based upon information specific to the entity holding those assets and liabilities.
Valuation techniques used need to maximize the use of observable inputs and minimize the
use of unobservable inputs. To determine those market participant assumptions, ASC Topic
820 establishes a hierarchy of inputs that the entity must consider including both
independent market data and the entities’ assumptions about the market participant
assumptions. This hierarchy us as follows:

Level 1: Unadjusted quoted prices in active markets for identical assets and liabilities.

Level 2: Quoted prices in markets that are not active, as those quoted market prices
included in level 1, or inputs that are observable, either directly or indirectly, for
substantially the full term of the asset or liability.

Level 3: Unobservable inputs, used when there is little or no market activity, for the
asset or liability at the measurement date. These inputs represent the entity’s own
assumptions about the assumptions that market participants would use to price the
asset or liability.

The Organization uses the best available information in measuring fair value. Financial
assets and liabilities are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement.

Subsequent events Management evaluates events occurring subsequent to the date of the
balance sheet in determining the accounting for and disclosure of transactions and events
that affect the consolidated financial statements. Subsequent events have been evaluated
through August 30, 2018 which is the date the consolidated financial statements were
available to be issued.



EOS INTERNATIONAL NFP & SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2017 and 2016 (Restated)

DONATED SERVICES

The Organization received and recorded donated professional services in the amount of
$101,678 and $50,186 for the years ended December 31, 2017 and 2016, respectively.

RELATED PARTY TRANSACTIONS

The Organization reimbursed its Nicaraguan subsidiary for expenses incurred in the
production and implementation of its technology in the amount of $145,000 and $174,145
for the year ended December 31, 2017 and 2016, respectively.

NET ASSETS

Net assets released from restriction as of December 31 were as follows:

2017 2016
Water projects $ 11,000 69,267

Temporarily restricted net assets are restricted for the following purposes at December 31:

Satisfaction of donor restrictions 2017 2016
Water projects $ 29,000 11,000
RESTATEMENT

The Organization restated its 2016 audit to adjust for equipment and vehicles located in
Nicaragua. The effect on net assets was an increase of $13,474.
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