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Independent Auditor's Report
‘To the Board of Trustees of Latter-day Saint Charities:

We have audited the accompanying financial statements of Latter-day Saint Charities ("LDSC"), which
comprise the statement of financial position as of December 31, 2012 and the related statements of
activities, functional expenses and of cash flows for the year then ended.

Muanagement's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, this includes
the design, implementation, and maintenance of interal 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 Lo express an opiniot on the financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit ta obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures ta obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether duc to fraud or error. [n making
those risk assessments, we consider internal control relevant to the LDSC's preparation and fair
presentation of the financial statements in order to design audit procedures that are approgriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the LDSC's internal
control. Accordingly, we express no such opinian. An audil also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimales made by
management, as well as evaluating the overall presentation of the financial statements. We belteve 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
fnancial position of Latter-day Saint Charities at December 31, 2012 and the changes in its nel assets and
its cash flows for the year then ended in accordance with aceounting principles generally accepted in the
United States of America.

Emphasis of Matter

As discnssed in Notes 2 and ¢ to the financial statements, LDSC has significant transactions wilh
affiliates. Our opinion is not modified with respect Lo this matter.

PricewaterhouseCoopers LLP, One Utah Ceniter, 201 South Main Street, Suite 900, Salt Lake City, UT' 84114
T (81} 531 9666, K- (801) 933 8106, wivw.pux.com/us



Other Matlers
Other inforation

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying schedule of expenses by country for the year ended December 31, 2012 is
presented for purposes of additional analysis and is not a required part of the financial statecments.
The information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records nsed 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 Ainerica. In our opinion, the information is fairly stated, in
all material respects, in relation to the financial statements taken as a whole.

:F?*‘%Mua@ms o

Junc 20, 2013




LATTER-DAY SAINT CHARITIES

STATEMENT OF FINANCIAL POSITION

as of December 31, 2012

(in thousands)

ASSETS

Cash

Investments

Amounts due frotn refated parties
Interest m trusts held by others
Other assets

Total assets
LIABILITIES AND NET ASSETS

Accounts payable

Amounts due to related parties
Committed preject expenses
Annuities payable

Total liabilities

Unresiricted net assets
Temporarily restricted net assets
Permanently restricted net assets

Teotal net assets

Total ligbiltics and het assels

$ 10403
15,087

1,425

1,474

655

$ 29,044

$ 251
34l

9.816

463

10,873

8,520
4215
5.436

18,171
$ 29 044

————



LLATTER-DAY SAINT CHARITIES

STATEMENT OF ACTIVITIES
for the year ended December 31, 2012

Support and other revenue:
Public support
Appropriations from the Church:
Cash support
Geods-m-kind and administrative overhead
Investment gain
Interest income
Net assets released from restrictions

Total support and other revenue

Expenses:

Program services:
Humanitarian assistance
Emergency response
Health
Wheckchair distribution
Clean watcr
Family food production

Supponing services:
Management and general

Total expenses
Change in nct assets
Net assets at beginning of vear

Nt asscls at end of year

{in thousands)

Temperarily Permanently
Unrestricted Restricted Restricted Total

5 21 S 25 5 24 70
14,832 - - 14,832

4.078 37 - 4,115

Bis 168 12 995

9 49 - 58

19,755 279 36 20,070

5128 - - 5,128

5,041 - - 5,091

1.498 - - 1.498

£,913 - - 1,813

2.322 - - 2,322
{&1) = i (81)

32] - 184 305

16.142 - 184 16,326

3.613 279 (148) 3,744

4,907 3,936 3,584 14,427

$ 8,520 p3 4,215 3 5436 18,171
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LATTER-DAY SAINT CHARITIES

STATEMENT OF CASH FLOWS
for the year ended December 31, 2012

(in thousands)

Cash flows from operating activities:
Change in net assets
Unrealized gains on investments carried i fair valuc, nel
Unrealized gains on trusts hel by others
Realized gams on investments
Writc-down of permanently restricted net assels
Adjustments 10 reconcile change in net assets to
cash provided by operating activitics:
Inctease in amounts due from related parties
Increase in mventory
Increase in other assets
Increase in accounts payable
Decrease in amounts due to related parties
Decrease in annuitics payable
Increase in committed project expenses

Nct cash provided by operating activities
Cash flows from investing activities:

Purchase of mvestments
Proceeds from sake of investments

Net cash used in investing activities
Increase in cash
Cash at beginning of year

Cash at end of year

S 3744
(474}
(172)
{61
184

{1411}
{459}
(5}
242
(981)
(27
3,190

3.770

(575)
318

257

3,513

6.890

$ 10,403

The accompanying nates are an integral part of the {inancial statements

6
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LATTER-DAY SAINT CHARITIES

NOTES TO FINANCIAL STATEMENTS

ORGANIZATION:

Larter-day Saint Chadtics, ("LDSC") is a not-for-profit, nongovemmental organization affiliated
with The Church of Jesus Christ of Latter-day Saints (the "Church"), providing charitable,
cducational, humanitarian and welfare services and programs worldwide. The headquarters of
LDSC is focated in Salt Lake City, Utah, US.A. LDSC was organized and commenced
operations effective January 1, 1996, The programs administered by LDSC include:

* Humanitarian assistance - local projects (o meet chronic needs and provide assistance
that strengthens self-reliance of individuals and families through organizations that serve
others by providing gouods, services, training and financial assistance.

* Emergency respense — assistance to people temporatily deprived of 1be necessities to
sustain life or who are in chronic conditions associated with poverty.

* Major initiatives — specific programs to meet widespread needs. The current major
initiatives include health (neonatal resuscitation training, vision treatment training, and
immunizatians), wheelchair distribution, clcan water, and family food production.

LDSC does not receive lunds or goods from any governmental agencies.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Accounting

The financial statements of LDSC have been prepared on the accrual basis of accounting and
accordingly reflect all significant receivables, payables and oiher liabilities in accordance with
accounting principles generally accepted in the United States of America.

L.DSC's net assets are classified imo three categories: Unrestricted, Temporarily Restricted and
Permanently Restricted. These categories are determined based on the existence or absence of
donot-imposed restrictions on resources provided to LDSC. Unrestricted net assets are available
for a variety of purposes and have no danor-imposed restrictions or all restrictions have been met.
Temporarily restricted net assets include funds with stipulated time or purpose restrictions. When
those restrictions are satisfied, temporarily restricted net assets are reclassified to unrestricted net
assets. If a restriction is fulfilled in the same period in which the contribution is received, LDSC
would report the contribution as unrestricted, Pormanently restricted net assets have restrictions
that require them to be maintained in perpetuity. All the income from the investment of theose
assets is made available for expenditures.



LATTER-DAY SAINT CHARITIES

NOTES TO FINANCIAL STATEMENTS. Continued

SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES. Continued:
Cash

LDSC places most of its cash with the Church which is located in Utah, with remaining cash held
in several working funds around the world, LDSC is subject to concentration of credit risk as
essentially all cash is not covered by depository insurance.

lnvestments

Investments are carried at fair value (Notes 5 and 6). The unrestricted portion of these
investments is available at LDSC's discretion.

Interest in Trusts Held by Others

1.NSC is named as beneficiary of certain irrevocable trusts, Revenues and assets included in the
financial statements are based on the fair value of asscts and the nel present value of expected
proceeds from those trusts, ' )

Fair Value Measurgments

Certain financial instruments and trust assets arc carricd at fair value, as discussed in Note 3,

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between marker participants at the measurement date. The fair
value should be based on assumptions that market participants would wvse. including a
consideration of non-performance risk,

In determining fair value, LDSC uses various valuation techniques and prioritizes the use of
observable inputs. The availability of observable inputs varies from instrument 1o instrument and
depends on a variety of factors including the type of instrument, whether the instrumenl is
actively traded. and other characteristics patticvlar to the transaction. For many financial
instruments. pricing inputs are readily observable in the market, the valuation methodology used
is widely accepted by market participants, and the valuation does not require significant
management discretion, For other financial instruments, pricing inputs are less observable in the
marketplace and may require management judgment.

LDSC assesses the inputs used to measure fair value using a three-tier hierarchy based on the
extent to which inputs used in measuring fair value are observable in the market. Level 1 inputs
include quoted prices for identical instruments and are the most observable., LDSC has no assets
valued wsing Level | oimputs. Level 2 inputs include quoted prices for similar assels and
observable inputs such as interest rates, currency exchange rates, commodily rates, and yield
curves. Levef 3 inputs are not observable in the market and include management's judgments
about the assumptions market participants would use in pricing the asset or liability.
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LATTER-DAY SAINT CHARITIES

NOTES TO FINANCIAL STATEMENTS, Continucd

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued:

LDSC’s fair valug processes include controls that are designed to ensure that fair values are
appropriate. Such controls include model validation, review af key model inputs, analysis of
period-aver-period fluctuations, and reviews by senior management,

Amounts due to/from related parties

The Church pays some of LDSC's international project expenditures and is reimbursed by LDSC
monthiy. Inlrequently LDSC pays expenses for the Church and is reimbursed by the Church
monthly. Any amounts leit at year-end are due to timing differences and are recorded as amounts
due to/from related parties.

Commilted Project Expenses

LDSC recognizes a liability and related expense for unconditional promises made to give
assistance t@ others through one of LDSC"s proprams. Recognition occurs when LDSC approves
a specific project creating an obligation to transfer the promised assets in the future. When LDSC
commits to a project, the estimated cost is reflected in the Statement of Financial Position and the
Statements of Activities and Fuoetional Expenses as committed project expenses. These
expenses are reclassified to the applicable functional expense accounts in the ycar expenditures
are actually made. Any committed project expenses terminated prior to completion, or completed
at a cost lower than originally committed, will be recorded as a reduction of expenses in the year
of lermination,

Annuitics Payable

Annuities payable represent LDSC’s estimated annuity abligation to certain donors and their
designees under contractual gift agreements that are maintained by a Church affiliale.  No
significant financial benefit is being or can be realized by LDSC until the contractual obligations
are released. LDSC uses the actuarial method of recerding annuities when received. Under this
method, when a gift is received, the present value of the aggregate annuity obligation is recorded
as a liability, based upon life cxpectancy tables. The remainder is recorded as a contribution on
the Statement of Activities. Annually, LDSC makes an adjustment to record the actuarial gain or
loss due to recomputation of the liability based upon the revised life expectancy.



LATTER-DAY SAINT CHARITIES

NOTES TO FINANCIAL STATEMENTS. Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued:

Donategd Serviges

When humanitarian projects require human resources, LDSC selects candidates from among
thousands of retired individuals and couples who volunteer up to three years of service to the
Church. When serving with LDSC, these volunteers are assigned 1o conduct projects that often
retate to their professional or occupational specialty. or {0 manage country operations.
Approximately 96,000 hours were contributed to I.DSC by volunteers during the year ended
December 31, 2012. The value of such services is not included in the Statements of Activities
and Functional Lxpenses.

Restrncted and Unrestacted Revenue and Support

LDSC’s primary source of support is unrestricted appropriations trom the Church and its
affiliates. Contributions are also received from the public. All contributions are available for
unrestricted use unless specifically restricted by the grantor/donor(s). Restricted contributions
received from grantor/donor(s) are reported as emporadly restricted or permanently restricted
support and increase the respective net assel classes. Restrictions on contributions that cxpire
within the same accounting period as receipt of the contributions are considered unrestricted

support.

Functi Expenses and Expense Allocation

The costs of providing various programs and other activities have been summarized on a
tunctional hasis in the Statement of Functionat Expenses. Expenses that can be identified with a
specific program ot suppon service arc charged directly to the natural expense classification.

Income Tax Status

LDSC is exempt from federal income taxes under Section 501{cK3) of the Internal Revenue
Code. Accordingly. no pravision far income taxes is reflected in the financial statements.

Eslimales

The preparation of financial statements in cooformity with accounting principles generally
accepted in the United States of America requires management to take estimales and
assumptions that affect the reported amounts of assets and liahilities and disclosures of contingent
assets and liabilitics 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 estimartes.




LATTER-DAY SAINT CHARITIES

NOTES TO FINANCIAL STATEMENTS, Continued

NET ASSETS:

The following table presents descriptions and amounts ¢lassified as unrestricted net assets.
temporarily restricred net assets and permanently restricted net assets, (in thousands):

2012
Unrestricted net assets
The portion of funds that is availabk for any
purposes of LOSC b 8,520
Total classitied as unrestricted net asscts 8,520
Temporarily restricted net assets
The portion of funds that is restricted to specific use by donors
Food production - specified projects 105
Food production - unspecified projects 4,110
Total classified as tempararity restricted nel assets 4,215
Permanently restricted net assets
The portion of funds that is required 1o be retamed
permanently either by explicit donor stipulations or by UPMIFA
General endowment - use carnings for food preduction projects 4,648
Scholarship endowments - use earnings for intemational students
working in food production or related studies 788
Total classified as permenently restricted net assels 5,436
‘I'otal net assels 3 1817]



LATTER-DAY SAINT CHARITIES

NOTES TO FINANCIAL STATEMENTS, Continued

ENDOWMENTS:

LDSC’s endowment fund consists of individual donor-restricted cndowments. The net assots
asseciated with endowment funds are classified and reported based on the existence or gbsenee of
donor imposed restrictions.

Management has interpreted the adopted Utah *IIniform Prudent Mauagement of Tnstitutional
Funds Act” (LIPMIFA) as requiring the preservation of the fair value of the original gift as of the
gift date of the donor-restricted endowment funds absent explicit donor stipulations to the
contrary. As a result of this interpretation, LDSC classifies as permanently restricted net assets,
{a) the original value of gifts donated to the permanent cndowment, {b) the oniginal vaiue of
suhsequent gifts to the permanent endowmenl, and (c} accumulations to the permancot
endowment made in accordance with the direction of the appticable donor gift instrument at the
time the accumulation is added to the fund. The remaining portion of the donar-restricted
endowment fund that is not classified in permanently restricted net assets is classified as
temporarily restricted net assets until thosc amounts are appropriated for expenditure by LDSC in
a manner consistent with the standard of prudence prescribed by UPMIFA. In accordance with
UPMIFA, LDSC considers the following factors in making a determination o appropratc or
accumulate cndowment funds:

1} The duration and preservation of the fund

2} The purposes of LDSCT and the donor-restricted endowment fund

3) Gieneral economic condilions

4) The possible effect of inflation and deflation

L) The expected total return from income and appreciation of investments
6) Other resources of LDSC

7 The investment policies ot LDSC

12




LATTER-DAY SAINT CHARITIES

NOTES TO FINANCIAL STATEMENTS, Continued

ENDOWMENTS, Continued:

[.DSC’s endowment consists of donor restricted endowment funds, The following table presents

[.PSC’s endowment composition, changes, and net asser classifications for the year ended
Deccember 31, 2012

Tempararily Permanently
Unrestricted Restricted Restricted Total

Fndowment net assets.

beginning of year s - 8 - % - 5584 § 5,584
[nyestment pamns - - 24 24
Contributions - - 24 24

Appropriations of endowment assels
for expenditure . - (24} (24)

Write-down of permaneotly
restricted assets - - (172) {(172)

Endowment net assels, end

of vear S - % - § 5436 § 5436

Endowment Funds with Deficits

From time to time, the fair value of assets associated with individual donor endowmem funds
may fall below the value of the initial and subsequent donor gift amounts (deficit). When donor
eodowment deficits exist, they are classified as a reduction of unresiricted net assets. Deficits
associated with funds functioning as endowments, when they cxist, are likewise classified as a
reduction of unrestricted net assets.  There were no deficits of this nature as of December 31,
2012,



LATTER-DAY SAINT CHARITIES

NOTES TO FINANCIAL STATEMENTS. Continued

ENDOWMENTS. Continuced:

Return Objectives and Risk Paramcters

LDSC has adopted endowment investment and spending policics thal attempt to provide a
predictable stream of funding to programs supported by its endowment while seeking to maintain
the purchasing power of endowment asscts.  Under this policy endowment assets arc invested ina
manner that is intended to yield a long-term rate of return of approximately 3-4 percenr annually.
while assuming a conscrvative level of investment risk. Actual returns in any given year may vary
[rom this amount.

Strategies Emploved for Achieving Investinent Objectives

To achieve 115 long-term rate of return objectives, LDSC relies on a tatal return strategy in which
investiment retums are achieved through both capital appreciation (reatized and unrealized gains)
and current yield {interest and dividends). LIXSC targets a diversified asset allocation that places
greater emphasis on fixed income hased investments to achieve its long-term objectives within
prudent risk constraints.

Relationship of Spending Policy to Investment Objectives
The Welfare Executive Committee of the LDS Church ("the Committee") determines the method

w be used to apprapriate endowment funds for expenditure. The appropriation amount is
determined as of the end of the previous year. taking into consideration income and donations
from the prior year. In establishing this method, the Committee considered the expected long-
term rate of return on the investment of LDSC’s endowment fonds. Accordingly. over the long-
term, 1.DDSC expects the current spending policy to allow its endowment (0 grow at an average of
3-4 percent annually. consistent with its intention {0 maintain the purchasing power of the
endowment assets as well as to provide additional real growth through new pifts, Depending
upon market conditions and the needs and available resources of LDSC. appropriations for
expenditure trom individual endowments may be temporarily suspended to facilitate prescryvation
of the endowment,

14



EATTER-DAY SAINT CHARITIES

NOTES TO FINANCIAL STATEMENTS, Continued

EAIR VALUE MEASUREMENTS:

Certain hinancial instruments are reported at fair value and are categorized into a three-level
hicvrarchy based on the nature of the inputs (o the valuation technique as discussed in Note 2. The
following 1able sumumarizes the values of financiai instrumments measured at fair value as of
December 31, 2012 (in thousands):

Fair value as of Ttecember 31, 2013

Quoted Price
in Active Significant
Markets for Other Significant
Identical Observable Lnobservable Briance as of
Assets [eputs loputs December 31,
(Level 1) (Level ) ([evel 3) 2012
\Nsets
Cash with permanent donor stipulatians s 5584 ¢ - % - % 3.5R4
Investments carried a1 bar value - v.s03 - w503
lnterest in trusis held by athers . - 1,474 1,474
Fotal assets af fair walue $ 5.584 § 9503 % 1,474 § [6,561

Substanttally all of the investmenls above censist of unitized interests in investment pools
managed by a Church affiliate,

The following table summarizes the changes in Level 3 financial instruments mcasured at fait
value as of December 31, 2012 (in thousands):

Net
Bulance as ‘Total Purchases Balawce as of
ofJanuary  Gains  (Setttements Asset Write-  December
1,2012 {Losses) ) Down 3, 2012
Assels
Intercst in trusts held by others % 1486 & 172 % - $ {184) % 1,474
Total assets ut tair value b 148 § 172 § - $ (184) § 1.474

The fuir value of the beneficial interests in trusts is based upoa an income approach. Significant
inputs include the fair value of the trust assets. the discount rate, the annual amounts paid to the
donor, and the estimated date of payout.



LATTER-DAY SAINT CHARITIES
INVESTMENTS:

tnvestments are invested with and managed by a Church affiliate.  [nvestments as of December
31, 2012 are as follows (tn thousands):

2012
Cash with permanent donor stipulations $ 5.584
Investments carried at fair value:
Equity portfolios 5,233
Fixed Income portfolios 4,270
Total investments $ 15.087

For the year ended December 31, 2012, net investment incotne included (in thousands):

2012
Mividend and interest mcome from myvestments hY 257
Realized gain on investments carricd at fair value 6l
Unrealized gain on trusts held by others 172
Unrealized gain on actuaral adjustment of annuitics 3]
Unrealized gain on investments carried at {afr value 474

INTEREST IN TRUSTS HELD BY OTHERS:

LDSC is named as beneficiary or rerainderman for a number of trrevocable charitable remainder
trusts. which are administered by a Church affiliate {Note 9). Cxpected receipts from these trusls
{dctermined ustng discount rates ranging from approximately 6.5 to 8.1 percent) at December 31,
2012 are as follows (in thousands):

2012
l_ess than one year by 128
One to five vears 420
More than five years 92
$ ].474

During the year ended December 31, 2012, the estimated fair values of trusts administered by
independent trustees were reduced by $183.832 (recorded in supporting services expense) due to
uncenainties related 1o the ultimate fair market value of the trusts.

L6
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LATTER-DAY SAINT CHARITIES

COMMITMENTS AND CONTINGENCIES:

Qmmi -Xpense

Commitments for humanitarian projects, which extend beyond December 31, 2012, are payable
as follows (in thousands):

2013 ) 9,086
2014 715
2015 15

Total S 9I 816

General

LDSC is involved in various legal matiers adsing in the rormal course of business. The claims
and Jawsuits are currently being vigorously defended by LDSC's counsel. At this time, LOSC and
its counsel are unable to determine the likelihood of an unfavarable outcome or the amount or
range of potential recovery or loss.

RELATED PARTY TRANSACTIONS:

Management and general costs, including personnel and employee benefits, are funded by cash
appropriations from the Church. The Church also provides donated goods-in-kind, administrative
support, office facilities and equipment to LDSC. which are recorded at an estimated fair market
value determined by the Church, as are approprations {rom the Church on the Statement of
Activities. All cash. investment, and trust balances are maintained with the Church or a Church
atfiliate.

SUBSEQUENT LVENTS:

LDSC has evaluated, for potential recognition and disclosure. events that occurred after the
balance sheet date of [ecember 31, 2012, through June 20, 2013, the date of the financial
staletnents wete available to be issued. No events have been identified that will have a material
effect oo the financial statements.
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LATTER-DAY SAINT CHARITIES

SCHEDULE OF EXPENSES BY COUNTRY
for the year ¢nded December 31, 2012

{in thousands}
Armmenia b 1,808
Baolivia (8
Camboda 630
China 957
Ecuador 22
Egypt 155
Ethiopia 631
Guatemala o)
Haiti 2,096
India 140
Jordan 700
Kenva 405
Malaysia 13
Myanmar 158
Nepal 192
Philippines 1,488
Syria 4
Thailand 3
Turkey 1,934
Vietham 567
Zimbabwe 688
Taotal aid by country 12,631
Committed project expenses 3,190
Total project expenses 15,821
Supporting services 505
Tolal Expenses $ 16,326




