Financial Statements

Edge Outreach, Inc.
d/b/a Waterstep

December 31, 2020 and 2019

Z= Strothman+Co




Financial Statements

Edge Outreach, Inc.
d/b/a Waterstep

December 31, 2020 and 2019

Independent AUdItOrs’ REPOIt .............oooiiiiiiii e e et e e e s e e e s snbee e s senseeeesnnees
Financial Statements
Statements of Financial POSIHION ..o e
Statements Of ACHVILIES .......ooiii e ettt
Statements of FUNCHONAI EXPENSES ........coiuiiiiiiiieiie ettt bbbt
Statements Of Cash FIOWS ...ttt et

Notes to FINANCIAI STAtEMENLS .........eeeeeeeeeeee e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e s e e eaaaaan



Strothman and Company

Certified Public Accountants and Advis

1600 Waterfront Plaza
325 West Main Street
Louisville, KY 40202
502 585 1600

\
I

N\

I'

Independent Auditors’ Report

Board of Directors
Edge Outreach, Inc.
Louisville, Kentucky

We have audited the accompanying financial statements of Edge Outreach, Inc. d/b/a Waterstep (the
“Organization”), which are comprised of the statements of financial position as of December 31, 2020 and
2019 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the 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 auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the
Organization’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 Organization’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.

Strothman+Co

ors



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Edge Outreach, Inc. as of December 31, 2020 and 2019, 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.

Mad't}ﬂf«v\/&nd, CO«NP,,V\‘,J,

Louisville, Kentucky
June 1, 2021



Statements of Financial Position

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

December 31

2020 2019

Assets
Current Assets

Cash $ 172,993 $ 142,585

Restricted cash 48,522 37,420

Accounts receivable 1,719

Inventories 208,136 168,000

Prepaid expenses 9,382 7,450

Total Current Assets 440,752 355,455

Property and Equipment, net of accumulated depreciation 1,038,469 1,070,339
Other Intangible Assets, net of accumulated amortization

of $1,180 (2020) and $91 (2019) 17,340 18,429

Total Assets $ 1,496,561 $ 1,444,223

Liabilities and Net Assets

Current Liabilities

Accounts payable $ 18,640 $ 39,898
Line of credit 251,181
Unearned rent 11,301
Current maturities of long-term debt 15,087 5,926
Total Current Liabilities 33,727 308,306
Long-Term Debt, less current maturities 276,613 3,644
Total Liabilities 310,340 311,950

Net Assets
Without donor restriction 1,137,699 1,094,853
With donor restriction 48,522 37,420
Total Net Assets 1,186,221 1,132,273

Total Liabilities and Net Assets $ 1,496,561 $ 1,444,223

See Notes to Financial Statements
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Statements of Cash Flows

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

Year Ended December 31

2020 2019
Cash Flows From Operating Activities
Changes in net assets $ 53,948 § (193,079)
Adjustments to reconcile changes in net assets to net cash
used in operating activities
Depreciation 102,709 100,543
Amortization 1,089 9
Loss on disposal of equipment 3,956
Forgiveness of Paycheck Protection Program loan (92,500)
Changes in operating assets and liabilities
Accounts receivable (1,719) 22,701
Inventory (40,136) (57,242)
Prepaid expenses (1,932) (7,450)
Accounts payable (21,258) 14,945
Deferred safe water trip revenue (5,400)
Unearned rent (11,301) 11,301
Net Cash Used In Operating Activities (7,144) (113,590)
Cash Flows From Investing Activities
Purchases of property and equipment (86,152) (49,612)
Proceeds from disposal of property and equipment 11,357
Other intangible assets (5,746)
Net Cash Used In Investing Activities (74,795) (55,358)
Cash Flows From Financing Activities
Payments on long-term debt 282,130 (5,671)
Net borrowings (payments) on line of credit (251,181) 110,000
Proceeds from Paycheck Protection Program loan 92,500
Net Cash Provided By Financing Activities 123,449 104,329
Net Increase (Decrease) in Cash 41,510 (64,619)
Cash Beginning of Year 180,005 244 624
Cash at End of Year § 221,515  § 180,005
Cash $ 172,993 $ 142,585
Restricted cash 48,522 37,420
Cash at End of Year $ 221,515 $ 180,005
Supplemental Disclosure of Cash Flow Information
Cash paid during the year for interest $ 12,863 $ 10,809

See Notes to Financial Statements



Notes to Financial Statements

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

December 31, 2020 and 2019

Note A--Nature of Organization

Edge Outreach, Inc., d/b/a Waterstep, Inc., (the “Organization”) acting through its Board of Directors,
operates as a not-for-profit organization established to empower ordinary people to provide safe water
solutions, sanitation and basic needs to communities in need. The Organization is dependent on
contributions from supporters and revenues from mission projects, product sales and community
education and engagement program services.

Note B--Summary of Significant Accounting Policies
Basis of Accounting--The financial statements of the Organization are prepared on the accrual basis of

accounting. The Accounting Standards Codification ("ASC") as produced by the Financial Accounting
Standards Board (“FASB”) is the sole source of authoritative generally accepted accounting principles.

Basis of Presentation--The Organization is required to report information regarding its financial position
and activities according to two classes of net assets: net assets without donor restrictions and net assets
with donor restrictions. The Organization classifies mission trip revenue as net assets with donor
restrictions until the related mission trip is taken. The Organization reports contributions as support with
donor restrictions if they are received with donor stipulations that limit the use of donated assets. When a
donor restriction expires, net assets with donor restrictions are reported in the statements of activities as
net assets released from restrictions. Certain contributions and grants received and earned with in the
same year are recorded as support without donor restrictions in the accompanying statements of
activities.

Use of Estimates--The preparation of financial statements in accordance 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 disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues, support and
expenses during the reporting period. Actual results could differ from those estimates.

Property and Equipment--Property and equipment is stated at cost if purchased, or at fair market value if
donated. Depreciation is computed using straight-line over the estimated useful lives of the assets.
Renewals and betterments in excess of $1,000 and that extend the economic useful lives of the related
assets are capitalized. Expenditures for maintenance and repairs are charged to expense as incurred.
When property and equipment are sold or otherwise disposed of, the asset account and related
accumulated depreciation account are reduced, and any gain or loss is included in the statements of
activities.

Other Intangible Asset--The Organization has a patent-related intangible asset recorded on the
statements of financial position. The patent was internally developed and carried at the legal and filing
costs associated with obtaining and defending the patent. The patent is amortized on a straight-line basis
over its legal life estimated at 17 years. Amortization expense was $1,089 and $91 for the years ended
December 31, 2020 and 2019, respectively.

Continued



Notes to Financial Statements--Continued

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

December 31, 2020 and 2019

Note B--Summary of Significant Accounting Policies--Continued

Management evaluates the useful life of the patent-related intangible asset and reviews for potential
impairment annually whenever events or changes in circumstances indicate the carrying amount of the
asset may not be recoverable.

Impairment of Long-Lived Assets--Management of the Organization reviews for the impairment of long-lived
assets whenever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable. An impairment loss would be recognized when estimated future cash flows expected to
result from the use of the asset and its eventual disposition, are less than its carrying amount. There were no
charges for impairment of long-lived assets during 2020 or 2019.

In-Kind Contributions--The Organization receives a substantial amount of services donated by volunteers,
equipment, and supplies in carrying out the Organization's mission. Such in-kind contributions are
recorded as support and program expenses in the accompanying statements of activities at their fair
value, in accordance with accounting principles generally accepted in the United States of America.

The Organization also receives some free non-technical services from a variety of unpaid volunteers. No
amounts have been recognized in the accompanying statements of activities because these services do
not meet the criteria for recording as in-kind support and expenses.

Income Taxes--The Organization is exempt from federal and state income taxes under Section 501(c)(3) of
the Internal Revenue Code and Section 141.010(1)(f) of the Kentucky Revised Statutes. The Organization
had no unrelated business income for the years ended December 31, 2020 and 2019. Accordingly, no
provision for income taxes has been made in the accompanying financial statements.

The Organization follows generally accepted accounting principles which prescribe a comprehensive
model for how an organization should measure, recognize, present and disclose in its financial
statements uncertain tax positions that an organization has taken or expects to take on a tax return. For
the years ended December 31, 2020 and 2019, the Organization determined it did not have any uncertain
tax positions and the Organization did not incur or accrue any associated interest or penalties related to
those positions.

Cash and Cash Equivalents--The Organization considers all short-term investments purchased with
maturity of three months or less to be cash equivalents.

Program Service Revenues and Accounts Receivable--The Organization sells water chlorination and
sanitation devices and related materials. Items are billed when shipped and the Organization records
these amounts as receivables. The Organization uses the direct write off method for uncollectible
receivables, and records bad debt expense when the associated receivable is identified as uncollectable.

Continued



Notes to Financial Statements--Continued

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

December 31, 2020 and 2019

Note B--Summary of Significant Accounting Policies--Continued

Contributions--Unconditional promises to give contributions are recognized as support when the donor
makes a promise that is in substance, unconditional. Conditional promises to give are recognized when
the conditions on which they depend are substantially met. Promises to give are recorded at net
realizable value if expected to be collected in one year and at fair value if expected to be collected in
more than one year. Management periodically reviews the collectability of promises to give, and any
amounts where collection is questionable are reserved.

Advertising Costs--Advertising costs are expensed as incurred. Total advertising expense was $35,058
and $26,637 for the years ended December 31, 2020 and 2019, respectively.

Inventories--Inventories of chlorination and sanitation devices and related materials are recorded at the
lower of cost (average cost method) or net realizable value. Reserves for obsolete inventory are recorded
when an impairment of value is identified. No reserves were recorded at December 31, 2020 or 2019.

Functional Expenses--The costs of providing the various programs and other activities have been
summarized in the statements of functional expenses. Accordingly, certain costs have been allocated
among the programs and supporting services benefited. Management estimates the expense allocations
based on the percentage of square footage or hours worked for the benefited programs or functions.

Reclassifications--Certain reclassifications have been made to the 2019 financial statements in order for
them to be in conformity with current year presentation. There was no effect on the previously reported
income and expenses as a result of the reclassification.

Note C--Inventories
Inventories consist of the following:

Year Ended December 31

2020 2019
Raw materials $ 122,413 $ 114,853
Finished goods 85,723 53,147

$ 208,136 $ 168,000

-10-



Notes to Financial Statements--Continued

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

December 31, 2020 and 2019

Note D--Property and Equipment
Property and equipment consists of the following:

December 31

2020 2019
Land $ 40,320 $ 40,320
Building 1,043,488 1,030,595
Furniture, fixtures, and equipment 380,676 334,391
Vehicles 42,802 41,252
1,507,286 1,446,558
Less accumulated depreciation 468,817 376,219

$ 1,038,469 $ 1,070,339

Note E--Line of Credit

The Organization maintains a revolving line of credit with Republic Bank which allows for borrowings up
to $50,000 and expires in July 2021. Outstanding borrowings bear interest at prime rate plus 0.5% (not to
be less than 5.25%.) The bank’s prime rate was 3.25% and 4.75% at December 31, 2020 and 2019,
respectively. The line of credit is collateralized by the Organization’s building.

-11-



Notes to Financial Statements--Continued

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

December 31, 2020 and 2019

Note F--Long-Term Debt

Long-term debt consists of the following:

Note payable to Republic Bank, requiring monthly principal
and interest payments of $2,244 through May 2030;
interest at 4.10%; collateralized by the building

Note paid off during the current year

Less current maturities

Future minimum payments are as follows:

Year Ending December 31
2021
2022
2023
2024
2025
Thereafter

-12-

December 31

2020

2019

$

291,700

15,087

9,670

5,926

$

276,613 $

3,644

15,087
15,726
16,392
17,059
17,810

209,626

291,700



Notes to Financial Statements--Continued

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

December 31, 2020 and 2019

Note G--Net Assets with Donor Restrictions

Net assets with donor restrictions of $48,522 and $37,420 at December 31, 2020 and 2019, respectively,
are restricted for specified purposes as follows:

December 31

2020 2019
Restricted for Specified Purposes:

Disaster relief $ 33,260 $ 23,449
Mission projects 12,709
Mission trips 5,520
Capital projects 4,000
Ambassador program 1,360
Miscellaneous 2,553 3,091

$ 48,522 $ 37,420

Note H--Liquidity and Availability of Financial Assets

The Organization’s major sources of support are corporate grants and contributions, and even though
this support can fluctuate significantly from year to year, the Organization has a strong cash position to
cover its monthly financial obligations.

The following table reflects the Organization’s financial assets as of the statement of financial position
date, reduced by amounts not available for general use within one year because of contractual or donor-
imposed restrictions or internal designations.

December 31

2020 2019
Cash $ 172,993 $ 142,585
Restricted cash 48,522 37,420
Accounts receivable, to be collected in less than one year 1,719
Total financial assets, excluding noncurrent receivables 223,234 180,005
Contractual or donor-imposed restrictions:
Cash restricted by donors for specified purposes (48,522) (37,420)

Financial Assets Available to Meet Cash Needs for
Expenditures Within One Year $ 174,712 $ 142,585

-13-



Notes to Financial Statements--Continued

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

December 31, 2020 and 2019

Note I--Retirement Plan

The Organization has a Simplified Employee Pension (“SEP”) Individual Retirement Account covering all
full-time employees. The Organization provides discretionary contributions each year to the individual
retirement account or individual retirement annuity (“IRA”). Employer contributions of $14,177 were
incurred during 2020.

Note J--In-Kind Contributions

Amounts recorded as in-kind contributions consisted of the following:

December 31

2020 2019
Manufacturing labor $ 50,000 $ 64,000
Manufacturing supplies 15,285 35,340

$ 65,285 $ 99,340

Note K--Paycheck Protection Program

In April 2020, the Organization obtained a U.S Small Business Administration (“SBA”) Paycheck
Protection Program loan (“PPP”) of $92,500. Any portion of the loan not used for qualifying costs would
be payable over two years at an interest rate of 1%. The PPP loan is administered by the SBA through an
eligible lender.

The PPP loan, if it is used for certain expenses (payroll, retirement contributions, health insurance costs,
rent and utilities), can be forgiven. On December 23, 2020, the PPP loan in the amount of $92,500 was
forgiven by the SBA.

As such, the proceeds have been shown as other income on the statements of activities in accordance with
technical guidance provided by the American Institute of Certified Public Accountants and the Financial
Accounting Standards Board, which stated that the proceeds from SBA PPP loans could be accounted for
as either debt or a government grant. Management elected to account for this unique lending vehicle as a
government grant.
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Notes to Financial Statements--Continued

Edge Outreach, Inc.
d/b/a Waterstep, Inc.

December 31, 2020 and 2019

Note L--Contingencies

In March 2020, the World Health Organization declared the spread of Coronavirus Disease (“COVID-19)
a worldwide pandemic. The COVID-19 pandemic is having significant effects on global markets, supply
chains, businesses, and communities. Specific to the Organization, COVID-19 may impact various parts
of its operations and financial results. In addition, both domestic and international equity markets have
experienced significant fluctuations. We believe we are taking appropriate actions to mitigate the
negative impact. However, the full impact of COVID-19 is unknown, cannot be reasonably estimated, and
is still developing

Note M--Subsequent Event

Events that occur after the statement of financial position date but before the financial statements were
available to be issued must be evaluated for recognition or disclosure. The effects of subsequent events
that provide evidence about conditions that existed at the statement of financial position date are recognized
in the accompanying financial statements. Subsequent events which provide evidence about conditions that
existed after the statement of financial position date require disclosure in the accompanying notes to the
financial statements. Management evaluated the activity of the Organization through June 1, 2021, the date
the financial statements were available to be issued, and concluded that the following subsequent event
have occurred that would require recognition in the financial statements or disclosure in the notes to the
financial statements.
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