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Independent Auditors’ Report

The Board of Trustees
The Carter Center, Inc.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of The Carter Center, Inc. and its subsidiary (the
Center), which comprise the consolidated statements of financial position as of August 31, 2023 and 2022, and

the related consolidated statements of activities, functional expenses, and cash flows for the years then ended,
and the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Center as of August 31, 2023 and 2022, and the changes in its net assets
and its cash flows for the years then ended in accordance with U.S. generally accepted accounting principles.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Our responsibilities under those standards are further
described in the Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are required to be independent of the Center and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with U.S. generally accepted accounting principles, and for 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.

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Center’s ability to
continue as a going concern for one year after the date the consolidated financial statements are available to
be issued.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are



considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence
the judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

< ldentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated
financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Center’s internal control. Accordingly, no such opinion is expressed.

- Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the consolidated financial
statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Center’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters that
we identified during the audit.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 2, 2024 on our
consideration of the Center’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and 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 Center’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 Center’s internal control over financial reporting and
compliance.

KPMe LIP

Atlanta, Georgia
April 2, 2024



Cash and cash equivalents

Accounts receivable:
Due from conditional agreements

Other

Total accounts receivable

THE CARTER CENTER, INC. AND SUBSIDIARY

Consolidated Statements of Financial Position

Assets

Contributions receivable, net (note 3)
Inventory (notes 4, 9, and 15)
Operating lease right-of-use assets (note 8)
Investments (notes 5, 7 and 10)
Property, plant, and equipment, net (note 6)

Artwork
Other assets

Liabilities:

Total assets

August 31, 2023 and 2022

Liabilities and Net Assets

Accounts payable and accrued expenses
Lease liabilities (note 8)
Deferred revenue

Annuity obligations (note 7)

Total liabilities

Net assets (note 11):
Without donor restrictions
With donor restrictions

Total net assets

Commitments and contingencies (notes 7, 8, and 16)

Total liabilities and net assets

See accompanying notes to consolidated financial statements.

2023 2022
$ 74,117,222 75,452,534
16,494,168 8,787,185
376,995 272,740
16,871,163 9,059,925
510,351 230,163
6,331,911 4,387,783
780,337 —
1,053,658,214 1,058,873,553
4,988,913 4,923,280
2,436,465 2,435,365
401,565 33,286

$ 1,160,096,141

1,155,395,889

$ 11,350,439 9,932,820
780,337 —
7,300,146 6,111,603
6,249,963 6,204,467
25,680,885 22,248,890
421,297,749 423,491,324
713,117,507 709,655,675

1,134,415,256

1,133,146,999

$ 1,160,096,141

1,155,395,889
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THE CARTER CENTER, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
August 31, 2023 and 2022

Contributions Receivable

Contributions receivable consist of the following at August 31, 2023 and 2022:

2023 2022
With donor restrictions:
Endowment $ 199,323 199,323
Health 225,508 30,840
Peace 29,286 —
Cross-program 56,234 —
$ 510,351 230,163
The anticipated receipts of these receivables are as follows at August 31, 2023 and 2022:
2023 2022
Less than one year $ 455,508 230,163
One to five years 60,000 —
More than five years — —
Less unamortized discount (5,157) —
$ 510,351 230,163

Contributions to be received after one year are discounted at an appropriate discount rate commensurate
with the risks involved. Amortization of discounts is recorded as additional contribution revenue in
accordance with donor-imposed restrictions on the contributions. In the opinion of the Center’s
management, all contributions receivable recorded at August 31, 2023 and 2022 are deemed fully

collectible.

Inventory

Inventory was comprised of Zithromax medication in the amount of $2,857,738 and $4,387,783 as of
August 31, 2023 and 2022, respectively. Inventory also included Mectizan medication as of August 31,

2023 and 2022 in the amount of $3,474,173 and $0, respectively.
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THE CARTER CENTER, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
August 31, 2023 and 2022

agreements are included in operating contributions and grants in the accompanying consolidated
statements of activities.

Certain states have restrictions on investment allocations. Management of the Center believes it has
complied with any known restrictions in states in which it has received charitable gifts subject to such
restrictions.

The fair value of the assets related to split-interest agreements is included in investments in the
accompanying consolidated statements of financial position and totaled $11,686,478 and $11,334,011 at
August 31, 2023 and 2022, respectively. The annuity liability related to these agreements is $6,249,963
and $6,204,467 at August 31, 2023 and 2022, respectively. The net contribution revenue (loss) reported for
split interest agreements as a component of contributions and grants revenue and support totaled
$306,971 and ($3,083,801) for the years ended August 31, 2023 and 2022, respectively.

Leases

(Policy applicable beginning September 1, 2022). The Center is a lessee in several noncancellable
operating leases, primarily for office space and small equipment. The Center determines if an arrangement
contains a lease at contract inception. If an arrangement is determined to contain a lease, the Center
recognizes a ROU asset and lease liability at the lease commencement date. The Center’s operating
leases expire over the next four years. These leases generally contain renewal options for periods
negotiable between the parties upon notice to renew. Because the Center is not reasonably certain to
exercise these renewal options, the options are not considered in determining the lease term, and
associated potential option payments are excluded from lease payments. The Center’s leases generally do
not include termination options for either party to the lease or restrictive financial or other covenants.
Payments due under the lease contracts include fixed payments plus variable payments on some of the
office space leases. For office space leases, variable payments include payments for the Center’'s
proportionate share of the building’s property taxes, insurance, and common area maintenance. The
Center has elected to discount its lease liabilities using its incremental borrowing rate.

The lease term for all of the Center’s leases includes the noncancellable period of the lease plus any
additional periods covered by the Center’s option to extend (or not to terminate) the lease that the Center is
reasonably certain to exercise. The Center has elected not to recognize ROU assets and lease liabilities for
leases with terms of 12 months or less.

Lease payments included in the measurement of the lease liability are comprised of fixed payments and
variable lease payments. Variable lease payments associated with the Center’s leases are recognized
when the event, activity, or circumstance in the lease agreement on which those payments are assessed
occurs. Variable lease payments for operating leases are presented as operating expense in the Center’'s
consolidated statements of activities.

Topic 842 requires a lessee to discount its unpaid lease payments using the interest rate implicit in the
lease, or if that rate cannot be readily determined, its incremental borrowing rate. Generally, the Center
cannot determine the interest rate implicit in the lease because it does not have access to the lessor’s
estimated residual value or the amount of the lessor’s deferred initial direct costs. Therefore, the Center
uses the incremental borrowing rate as the discount rate for leases which is adjusted for lease term.

17 (Continued)












THE CARTER CENTER, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
August 31, 2023 and 2022

The following table summarizes the valuation of the Center’s financial instruments, which are recorded at
fair value by the ASC Topic 820 fair value hierarchy levels as of August 31, 2022:

(11) Net Assets
(a) Net Assets without Donor Restrictions
As of August 31, 2023 and 2022, net assets without donor restrictions are as follows:

2023 2022
Undesignated $ 46,078,889 46,466,338
Board-designated for:
Endowment investment, subject to spending policy
and appropriation 375,218,860 377,024,986
$ 421,297,749 423,491,324

Net assets without donor restrictions include funds internally designated for endowment investment and
program funding. These amounts are classified as net assets without donor restrictions due to the lack
of explicit donor stipulations that restrict their use. Unrealized gains or losses on internally designated
endowment funds are classified as changes in net assets without restrictions.
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THE CARTER CENTER, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements

August 31, 2023 and 2022

(b) Net Assets with Donor Restrictions

As of August 31, 2023 and 2022, net assets with donor restrictions are available for the following

purposes:
2023 2022
Donor-restricted for specified purposes:
Health 13,123,730 7,289,000
Peace 1,083,808 612,543
Cross-program 23,890,162 23,507,730
38,097,700 31,409,273
Donor-restricted endowments subject to spending policy and
appropriation, to support the following purposes:
Health 20,365,281 20,496,911
Peace 2,884,735 2,917,276
Cross-program 3,748,662 2,776,147
General activities 648,021,129 652,056,068
675,019,807 678,246,402
713,117,507 709,655,675

Of the donor-restricted endowment net assets noted above, $166.0 million and $165.2 million as of
August 31, 2023 and 2022, respectively, represent donor-restricted endowment corpus. The remaining
$509.0 million and $513.0 million as of August 31, 2023 and 2022, respectively, represent appreciation
and reinvested earnings related to the donor-restricted corpus but for which the Center's management
and board have full discretion to use within the donor-stipulated purpose, if any, as noted above.

(12) Endowment Funds

The Center's endowment funds consist of individual donor-restricted endowment funds and funds
designated by the Board to function as endowments. The net assets associated with endowment funds,
including those funds designated by the Board to function as endowment, are classified and reported
based on the existence or absence of donor-imposed restrictions.

(a) Interpretation of Relevant Law

The Center has interpreted the Uniform Prudent Management of Institutional Funds Act (UPMIFA), as
adopted by the State of Georgia, as providing, among other things, expanded spending flexibility by
allowing, subject to a standard of prudence, spending from an endowment without regard to the book
value of the corpus of the fund. As a result of this interpretation, the Center classifies as net assets with
donor restrictions (a) the original value of gifts donated to the endowment, (b) the original value of
subsequent gifts to the endowment, and (c) accumulations to the endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to the fund.
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THE CARTER CENTER, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements

August 31, 2023 and 2022

Endowment funds consist of the following as of August 31, 2023:

Without donor

With donor
restrictions

restrictions Total
Donor-restricted endowment funds $ 675,019,807 675,019,807
Board-designated endowment funds 375,218,860 375,218,860
Total funds $ 375,218,860 675,019,807 1,050,238,667
Endowment funds consist of the following as of August 31, 2022:
Without donor With donor
restrictions restrictions Total
Donor-restricted endowment funds $ 678,246,402 678,246,402
Board-designated endowment funds 377,024,986 377,024,986
Total funds $ 377,024,986 678,246,402 1,055,271,388

There were no underwater endowment funds during the years ended August 31, 2023 or 2022.

Changes in endowment funds for the year ended August 31, 2023, are as follows:
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