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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
of Family Service Association of
Northeastern Pennsylvania

We have audited the accompanying financial statements of Family Service Association
of Northeastern Pennsylvania (a nonprofit organization) which comprise the statement
of financial position as of June 30, 2017 and 2018, 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 Family Service Association of Northeastern
Pennsylvania as of June 30, 2017 and 20186, 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.

Report on Supplemental Information

Qur audits were conducted for the purpose of forming an opinion on the financial
statements as a whole. The combining schedules of activities by program on pages 12
and 13 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.

Htl, - kabsordinuy o G

Forty Fort, Pennsyivania
December 28, 2017



FAMILY SERVICE ASSOCIATION OF NORTHEASTERN PENNSYLVANIA
STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2017 AND 2016

ASSETS

CURRENT ASSETS:
Cash
Accounts receivable, net of aflowance for doubtiul accounts
of $10,000 in 2017 and in 2016
United Way receivable
Prepaid expense
Due from related party

Total Current Assets

LONG-TERM INVESTMENTS
Unrestricted
Restricted for long-term investments

Total Long-Term Invesiments

FURNITURE AND EQUIPMENT, Net of accumulated depreciation
of $87,578 in 2017 and $135,232 in 2016

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable
Credit card payable
Pension payable
Accrued payroll and vacation
Accrued expenses
Line of credit
Deferred revenue
Due to related party

Total Current Liabilities

NET ASSETS:
Unrestricted net assets
Permanently restricted net assets

Total Net Assets
TOTAL LIABILITIES AND NET ASSETS

The accompanying nofes are an integral part of these financial statements.
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2017 2016
251,969 174,814
645,008 338,518

27,856 18,778
9,249 12,998
5,140 -

939,222 545,108
490,763 357,745

24,713 23,489
515,476 381,234

60,978 53,337

1,615,676 979,679

83,155 43,487
5,840 3,530

64,588 6,901

79,461 62,223

15,500 9,075

- 100,000
85,769 39,625
10,000 12,000
344,313 276,841

1,146,650 679,349

24,713 23,489

1,171,363 702,838

1,515,676 979,679




FAMILY SERVICE ASSOCIATION OF NORTHEASTERN PENNSYLVANIA

STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

2017 2018
CHANGES IN UNRESTRICTED NET ASSETS:
SUPPORT AND REVENUES:
Program revenue and governmental contracts $ 2,312,839 $ 1,528,236
Grants - Disaster recovery 490 14,696
Grants - Other 86,321 294,520
United Way contributions 224,276 259,087
Special events 140,751 111,076
Other revenue 18,527 24,992
Investment income 33,830 2,970
Other contribution 28,825 24,667
Net assets released from restrictions 395 731
Totai Unrestricied Support and Revenues 2,844,354 2,260,975
PROGRAM COSTS:
Personnel 1,928,342 1,781,081
Rent 87,123 69,220
Travel 67,777 50,730
Professional fees 53,214 49,388
Supplies 38,849 25,465
Fundraising expense 38,268 32,988
Dues 24,305 10,568
Advertising 23,363 25,221
Telephone 23,195 28,245
Office equipment 22,312 11,530
Insurance 20,002 20,429
Utilities 19,307 19,269
Depreciation 10,359 8,852
Postage 7.020 5,935
Conferences and conventions 6,792 7,623
Miscellaneous 3,738 10,104
Bank charges 2,353 2,387
Bank interest 1,296 5,918
Printing 1,016 265
Disaster recovery expense 422 5,102
Bad debt expense - 6,235
Total Program Costs 2,377,053 2,186,553
INCREASE IN UNRESTRICTED NET ASSETS 467,301 74,422
CHANGES IN PERMANENTLY RESTRICTED NET ASSETS:
Investment income 480 1,209
Net gain (loss) on invesimenis 1,139 {861)
Net assets released from restrictions {395) {731)
INCREASE/(DECREASE) IN PERMANENTLY RESTRICTED NET ASSETS 1,224 (383)
INCREASE IN NET ASSETS 468,525 74,039
NET ASSETS, BEGINNING OF YEAR 702,838 628,799
NET ASSETS, END OF YEAR $ 1,171,363 $ 702,838

The accompanying notes are an integral part of these financial statements.
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FAMILY SERVICE ASSOCIATION OF NORTHEASTERN PENNSYLVANIA

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES:
increase in net assets $ 468,525 $ 74,039
Adjustments to reconcile increase in nef assets to
net cash provided by operating activities:
(Increase)/Decrease in permanently restricted net assets (1,224) 383
Depreciation 10,359 8,852
Net {gain)/loss on investments (20,211) 13,625
Changes in assets and liabilities:
Accounts/other receivable (315,568) 48,160
Prepaid expenses 3,749 (3,533)
Due from related party (6,140) 4,863
Accounts/credit cards payable 41,978 (24,719)
Pension payable 57,687 (23,116)
Accrued payroll 17,238 15,787
Accrued expenses 6,425 (1,402)
Deferred revenues 46,144 (6,492)
Due to related party {2,000) 11,966
Net cash provided by operating activities 307,962 119,413
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from the sale of investments 14,651 -
Purchase of investments (128,682) (27,732)
Purchase of equipment (18,000) (23,275)
Net cash (used in) investing activities (132,031) {51,007)
CASH FLOWS FROM FINANCING ACTIVITIES:
Payments on line of credit (100,000) (45,218)
Increase/(Decrease) in permanently restricted net assets 1,224 (383)
Net cash (used in) financing activities (98,776) {(45,601)
NET INCREASE IN CASH 77,155 22,805
CASH, BEGINNING OF YEAR 174,814 152,009
CASH, END OF YEAR $ 251,969 $ 174,814
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
interest paid 3 1,296 $ 5918

The accompanying notes are an integral part of these financial statements.
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FAMILY SERVICE ASSOCIATION OF
NORTHEASTERN PENNSYLVANIA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND 2016

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Nature of Operations

Family Service Association of Northeastern Pennsylvania (the Association)
provides casework and clinical social work services to residents of Wyoming and
Luzerne Counties, Pennsylvania. In addition, the Association operates the Help
Line Program, and a program of supervised visitation of children with estranged

parents.

Help Line is principally funded with resources from Luzerne County through a
contract with the Commonwealth of Pennsylvania, Office of Human Services and
must obtain contributions from other sources to cover the remainder of
expenditures. This program provides a twenty-four hour information referral
service to residents of Luzerne and Wyoming Counties, Pennsylvania.

Basis of Accounting

The financial statements of the Association have been prepared on the accrual
basis of accounting and accordingly reflect all significant receivables, payables,
and other liabilities.

Basis of Presentation

Financial statement presentation follows the requirements of ASC 958 paragraph
205, “Not for Profit Entities Presentation of Financial Statements.” The
Organization 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. There
were no temporarily restricted net assets as of June 30, 2017 and 2016.

Tax Exempt Status

The Association has been recognized as exempt from income taxes under Section
901 (c) (3) of the Internal Revenue Code and similar state statutes. The
Association has unexamined fiscal open tax years from 2014 to 2016. The
Association is consolidated with the “Trustee” for tax purposes.



FAMILY SERVICE ASSOCIATION OF
NORTHEASTERN PENNSYLVANIA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND 2016

NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Use of Estimates

The preparation of 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 financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual

results could differ from those estimates.

Accounting for Contributions

All contributions are considered to be available for unrestricted use unless
specifically restricted by the donor. Amounts received that are designated for
future periods or restricted by the donor for specific purposes are reported as
temporarily restricted or permanently restricted support that increases that net
asset class. When a donor restriction expires, temporarily restricted net assets
are reclassified as unrestricted net assets and reported in the statement of
activities as net assets released from restrictions. However, if a restriction is
fulfilled in the same time period in which the contribution is received, the

Association reports the support as unrestricted.

Functional Expenses

Expenses are charged to each program based on direct expenditures incurred.
Any program expenditures not directly chargeable are allocated to a program

based upon certain percentages.
Advertising
Advertising costs are charged to expense as incurred.

Cash

For the purpose of the statement of cash flows, the Association considered all

highly liquid investments with a maturity of three months or less to be cash.



FAMILY SERVICE ASSOCIATION OF
NORTHEASTERN PENNSYLVANIA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND 2016

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investments

FASB ASC Topic 820, “Fair Value Measurements” (SFAS No. 157) defines fair
value, establishes a framework for measuring fair value, and establishes a fair
value hierarchy which prioritizes the inputs to valuation technigues.

The fair value hierarchy prioritizes the inputs to valuation techniques used to
measure fair value into three broad levels:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical
assets or liabilities the Association has the ability to access.

- Level 2 inputs are inputs (other than quoted prices included in level 1) that are
observable for the asset or liability, either directly or indirectly.

- Level 3 inputs are unobservable inputs for the asset or liability and rely on
management’'s own assumptions about the assumptions that market
participants would use in pricing the asset or liability. (The unobservabie
inputs should be developed based on the best information available in the
circumstances and may include the Association's own data.)

The following table presents the Association’s fair value hierarchy for those assets
measured at fair value on a recurring basis as of June 30:

Fair Value Measurements on a Recurring Basis
As of June 30, 2017

Assets: Level 1 Level 2 Level 3 Total
Marketable equity securities § 515,476 - - $ 515476
Total $ 515476 - - $ 515476

Fair Value Measurements on a Recurring Basis
As of June 30, 2016

Assets: Level 1 Levei 2 Level 3 Total
Marketable equity securities § 381,234 - - $ 381,234
Total $ 381,234 - - $ 381,234




FAMILY SERVICE ASSOCIATION OF
NORTHEASTERN PENNSYLVANIA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND 2016

NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Accounts Receivable

Accounts receivable represent outstanding balances owed for program services
provided by the Association. Management has based the allowance for doubtful
accounts based on expected coliection during the next fiscal year.

The balance due from Children & Youth Service Agency at June 30, 2017 and
2016 is 75% and 69% of total accounts receivable, respectively.

Furniture and Equipment

Furniture and equipment acquisitions are recorded at cost. Normal maintenance
and repairs are charged to expense as incurred, major renewals or befterments,
which extend the life or increase the value of assets are capitalized.

Depreciation is provided using the straight-line method based on lives which, in
the opinion of management, are adequate to aflocate asset costs over their
productive years. Furniture and equipment are depreciated over 3-10 years.

Deferred Revenue

Deferred revenue refers to payments received in advance for services which have
not yet been performed. The Association recognizes revenue when it has been
earned. Deferred revenue represents the portion of revenue not yet earned and
recognized. Of the total deferral at June 30, 2017 and 2016, 51% relates to the

Help Line.
NOTE 2 - PENSION PLAN

The Association has a defined contribution plan covering substantially all full time
employees. Pension expense for the years ended June 30, 2017 and 2018 amounted to
$568,739 and $45,671 respectively.

NOTE 3 - CONCENTRATION OF CREDIT RISK

The Association mainfains its checking accounts in two financial institutions located in
Northeastern Pennsylvania. These accounts are insured to $250,000 by the Federal
Deposit Insurance Corporation. At June 30, 2017 and 2016, the Association’s uninsured
cash balances total $0 and 30, respectively.



FAMILY SERVICE ASSOCIATION OF
NORTHEASTERN PENNSYLVANIA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND 2016

NOTE 4 -~ INVESTMENT INCOME

The following summarizes the composition of investment income included in changes in
unrestricted net assets for the years ended June 30, 2017 and 2016:;

2017 2016
Interest and dividend income $ 12,096 $ 16,735
Realized investment gain (loss) 1,623 -
Unrealized investestment gain (loss) 20,211 (13,765)
Net investment income $ 33,930 $ 2,970

All realized gains and losses arising from the sale of investments and ordinary
income from investments are reported as changes in unrestricted net assets
unless specifically restricted by the donor.

NOTE 5 - RELATED PARTY TRANSACTIONS

The Association and the Trustee for Family Service Association of Northeastern
Pennsyivania (the "Trustee”) are related parties in that they share common employees,
facilities, etc. The Trustee charges the Association for office space and equipment rental
under an informal month-to-month lease. Related party rental expense was $66,000 and
$48,000 for the years ended June 30, 2017 and 2016, respectively. The Association
charged the Trustee a management fee of $12,000 for year ended June 30, 2017 and
$12,000 for year ended June 30, 2016.

The related parties normally ioan money to and from one another. These loans do not
bear interest and contain no specific repayment terms. At June 30, 2017 and 2018, the
Association owes the Trustee $10,000 and $12,000, respectively. At June 30, 2017 and
2016, the Trustee owes the Association $5,140 and $ -0-, respectively. in addition, the
building owned by the Trustee is collateral for a $500,000 line of credit issued to the
Association with a net book value of $368,197 and $352,694 at June 30, 2017 and 2016,
respectively. At June 30, 2017 and 2016 the line of credit had an outstanding balance of
$ -0- and $100,000, respectively.

NOTE 6 - RESTATEMENT
Certain items have been restated in the prior year's financial statements to more

accurately reffect and conform to the current year’s presentation. This did not have any
effect on total net assets.
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FAMILY SERVICE ASSOCIATION OF
NORTHEASTERN PENNSYLVANIA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND 2016

NOTE 7 - PERMANENTLY RESTRICTED NET ASSETS

2017 2016
Permanently restricted net assets at June 30 are
restricted to:
Investment in perpetuity, the income from which

is expendable to support:

Mae Turner Conyngham Christmas Program $17,352 $16,626

Milton S. Winters Parenting Program 7,361 6,863

TOTAL $24713 $23,489

NOTE 8 - LINE OF CREDIT

The Association has a Line of Credit with a local bank with a maximum borrowing amount
of $500,000. The line is due on demand and bears interest at a rate of the prime rate
plus 1%, payable monthly, secured by certain Trustee assets, with a net book value at
June 30, 2017 and 2016 of $368,197 and $352,694. At June 30, 2017 and 2016, the
balance due is $ -0- and $100,000 respectively.

NOTE 9 — LEASE COMMITMENT

In addition to the rental of office space and equipment described in the related party note,
the Association leases premises in Montrose, PA. The lease terminates in April 2018,
with the option to extend for an additional three year period. Future minimum rental
payments for the year ended June 30, 2018 are $14,438. Rental expense under the
terms of this lease were $17,402 and $17,250 for the years ended June 30, 2017 and

2016, respectively.
NOTE 10 - SUBSEQUENT EVENTS

FASB ASC Topic 855, requires the disclosure of the date through which the Association
has evaluated its subsequent events and the basis for that date. The Association has
evaluated its subsequent events through December 28, 2017, the date these financial
statements were available to be issued.
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