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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors 
Children's Service Society of Utah 

Report on the Financial Statements 

We have audited the accompanying financial statements of Children's Service Society of Utah (the 
Society) (a nonprofit organization), which comprise the statements of financial position as of June 30, 
2019 and 2018, 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. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. 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. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Children's Service Society of Utah as of June 30, 2019 and 2018, 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. 
 
Other Matters 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of 
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards, is presented for purposes of additional analysis and is 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. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 31, 
2019, on our consideration of Children's Service Society of Utah’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 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 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 Children's Service 
Society of Utah’s internal control over financial reporting and compliance. 

 
Salt Lake City, Utah 
December 31, 2019



CHILDREN'S SERVICE SOCIETY OF UTAH
STATEMENTS OF FINANCIAL POSITION
June 30, 2019 and 2018

2019 2018

ASSETS

Current Assets:
Cash and cash equivalents 616,241$        639,786$        
Investments 481,221          452,421          
Contract and grants receivable - net 273,432          269,000          
Other receivables 2,995              2,636              
Prepaid expenses and deposits 1,840              2,783              

Total current assets 1,375,729       1,366,626       

Property and equipment - net 16,730            4,823              
Restricted investments 170,556          170,556          

Total assets 1,563,015$     1,542,005$     

LIABILITIES AND NET ASSETS

Current Liabilities:
Accounts payable 35,481$          32,688$          
Accrued expenses 99,308            100,634          

Accrued compensated absences 42,762            53,099            

Total current liabilities 177,551          186,421          

Deferred rent liability 34,565            38,345            

Total liabilities 212,116          224,766          

Net Assets:
Without donor restrictions 399,688          627,877          

With donor restrictions:

Grandfamilies 780,655          518,806          
Endowment funds 170,556          170,556          

Total net assets with donor restrictions 951,211          689,362          

Total net assets 1,350,899       1,317,239       

Total liabilities and net assets 1,563,015$     1,542,005$     

The accompanying notes are an integral part of these financial statements.
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CHILDREN'S SERVICE SOCIETY OF UTAH
STATEMENTS OF ACTIVITIES
For the Years Ended June 30, 2019 and 2018

Without With Without With
Donor Donor Donor Donor

Restrictions Restrictions Total Restrictions Restrictions Total

Revenues and Support:
Government contracts 1,890,862$    -$               1,890,862$    1,560,599$    -$               1,560,599$    
Grants and other contracts 12,500           332,445         344,945         22,500           254,092         276,592         
Contributions, cash 49,149           -                 49,149           36,488           -                 36,488           
Contributions, in kind 107,206         -                 107,206         99,494           -                 99,494           
Fundraising 66,874           -                 66,874           66,383           -                 66,383           
Investment return 29,171           -                 29,171           41,411           -                 41,411           
Other income 4,812             -                 4,812             979                -                 979                
Program service fees 125,370         -                 125,370         191,698         -                 191,698         
Net assets released from restrictions 70,596           (70,596)          -                 341,821         (341,821)        -                 

Total revenues and support 2,356,540      261,849         2,618,389      2,361,373      (87,729)          2,273,644      

Expenses:
Program services:

Care about childcare 1,251,213      -                 1,251,213      1,132,473      -                 1,132,473      
Family support services 1,017,147      -                 1,017,147      1,019,186      -                 1,019,186      

Supporting services:
Fundraising 149,842         -                 149,842         101,925         -                 101,925         
Management and general 166,527         -                 166,527         168,845         -                 168,845         

Total expenses 2,584,729      -                 2,584,729      2,422,429      -                 2,422,429      

Change in net assets (228,189)        261,849         33,660           (61,056)          (87,729)          (148,785)        

Net assets, beginning of year 627,877         689,362         1,317,239      688,933         777,091         1,466,024      

Net Assets, end of year 399,688$       951,211$       1,350,899$    627,877$       689,362$       1,317,239$    

2019 2018

The accompanying notes are an integral part of these financial statements. 
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Year Ended June 30, 2019
Family

Care About Support Fund Management
Childcare Services Raising and General Total

Salaries and wages 725,148$             600,280$             76,783$              66,515$              1,468,726$          
Employee benefits 165,706              140,311              18,808                6,077                  330,902              
Advertising 3,300                  1,191                  -                      980                     5,471                  
Depreciation and amortization 863                     1,072                  -                      404                     2,339                  
Dues and subscriptions 18,437                8,224                  579                     3,837                  31,077                
Insurance 9,147                  6,640                  -                      772                     16,559                
Miscellaneous -                      -                      -                      6,241                  6,241                  
Occupancy  135,882              80,238                -                      7,032                  223,152              
Office supplies and postage 19,434                5,563                  28,554                4,456                  58,007                
Printing and publications 5,935                  2,752                  2,692                  343                     11,722                
Professional fees -                      -                      -                      47,986                47,986                
Program costs 77,190                86,224                17,755                5,359                  186,528              
Repairs and maintenance 37,960                23,864                3,084                  10,842                75,750                
Staff support 17                       -                      -                      385                     402                     
Telephone 15,930                12,255                -                      3,501                  31,686                
Training and education 27,586                27,377                787                     40                       55,790                
Travel 8,678                  21,156                800                     1,757                  32,391                

Total expenses 1,251,213$          1,017,147$          149,842$             166,527$             2,584,729$          

Year Ended June 30, 2018 Supporting Services
Family

Care About Support Fund Management
Childcare Services Raising and General Total

Salaries and wages 620,913$             623,167$             51,758$              71,123$              1,366,961$          
Employee benefits 154,387              153,783              13,739                (5,157)                 316,752              
Advertising 1,750                  1,128                  -                      -                      2,878                  
Bad debt -                      -                      -                      -                      -                      
Depreciation and amortization 943                     1,172                  -                      442                     2,557                  
Dues and subscriptions 19,217                3,824                  839                     2,975                  26,855                
Insurance 8,708                  6,321                  -                      735                     15,764                
Interest expense -                      -                      -                      15                       15                       
Miscellaneous -                      -                      -                      3,648                  3,648                  
Occupancy  126,064              73,794                -                      6,732                  206,590              
Office supplies and postage 31,301                4,852                  24,181                7,670                  68,004                
Printing and publications 10,096                1,133                  3,304                  2,765                  17,298                
Professional fees -                      85                       -                      43,262                43,347                
Program costs 80,624                80,758                7,050                  12,504                180,936              
Repairs and maintenance 27,287                19,157                768                     5,298                  52,510                
Staff support 423                     12                       -                      1,858                  2,293                  
Telephone 12,790                12,569                -                      3,152                  28,511                
Training and education 30,928                14,693                -                      10,217                55,838                
Travel 7,042                  22,738                286                     1,606                  31,672                

1,132,473$          1,019,186$          101,925$             168,845$             2,422,429$          

Program Services

CHILDREN'S SERVICE SOCIETY OF UTAH
STATEMENTS OF FUNCTIONAL EXPENSES

Program Services Supporting Services

The accompanying notes are an integral part of these financial statements. 

-5 -



CHILDREN'S SERVICE SOCIETY OF UTAH
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2019 and 2018

2019 2018

Cash Flows From Operating Activities:
Change in net assets 33,660$         (148,785)$      
Adjustments to reconcile change in net assets to net cash

used by operating activities:
Depreciation and amortization 2,339             2,557             
Net unrealized investment (gain) (29,171)          (41,411)          
Changes in assets and liabilities:

Contract and grants receivable (4,432)            (76,366)          
Other receivables (359) 319 
Prepaid expenses and deposits 943 1,136             
Accounts payable 2,793             (12,857)          
Accrued expenses (1,326)            (8,128)            
Accrued compensated absences (10,337)          - 
Deferred rent benefit (3,780)            1,825             

Net cash used by operating activities (9,670)            (281,710)        

Cash Flows From Investing Activities:
Net proceeds from sale of investments 371 - 

Cash paid for purchase of equipment (14,246)          - 
 Net cash used by investing activities (13,875)          - 

Net Change in Cash and Cash Equivalents (23,545)          (281,710)        

Cash and Cash Equivalents, Beginning of Year 639,786         921,496         

Cash and Cash Equivalents, End of Year 616,241$       639,786$       

Supplemental Cash Flow Information:

Cash paid during the year for interest -$               15$  

The accompanying notes are an integral part of these financial statements. 
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CHILDREN'S SERVICE SOCIETY OF UTAH 
NOTES TO FINANCIAL STATEMENTS  
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1. Summary of Significant Accounting Policies 
 

History of Organization and Activity 
 

Children's Service Society of Utah (the Society), founded in 1884, is organized as a nonprofit 
corporation under the laws of the State of Utah. The mission of the Society is to provide services 
which meet the developmental needs of children, foster quality childcare, and promote positive 
relationships in biological, adoptive and kinship families. The Society has two major programs. The 
first, Care About Childcare, provides referrals for families needing childcare and training for 
childcare providers to improve their quality of care. The remaining services are part of the family 
support services program and include various activities. Adoption provides traditional infant 
adoption and special needs adoption services. Grandfamilies Kinship Care provides crisis 
intervention, support, information, and advocacy for kinship caregivers and the children of relatives 
they parent. Home Visitation services uses the Parents as Teachers curriculum for families with 
children between prenatal and kindergarten entry and the Welcome Baby curriculum for families 
with newborn infants to three years old, offering personalized home visits and parent-child 
playgroups that teach parenting skills and early childhood development. All services are provided 
primarily to residents along the Wasatch Front of Northern Utah, with the exception of adoption 
services which are statewide. The Society is supported primarily through government contracts, 
grants, contributions, program fees, and by the United Way. 
 
Recognition of Revenue and Support 
 
Contributions are recognized when the donor makes a promise to give to the Society that is, in 
substance, unconditional. Contributions with donor restrictions are classified and reported 
separately from contributions without donor restrictions. When restrictions expire, the underlying 
net assets are released from restriction and are reclassified as net assets without donor restrictions. 
All contributions are considered available for unrestricted use unless specifically restricted by the 
donor.   
 
Grants and contracts receivable relate to amounts billed to governmental agencies for services 
rendered through year-end.  Revenues from grants provided by governmental agencies are recorded 
based upon the terms of the specific grant agreements, which generally provide that revenue is 
earned when the allowable costs specified in the applicable grant agreement have been incurred. 
Revenue is generally subject to audit by the grantor and, if the examination results in a 
disallowance of any expenditure, repayment could be required.  
 
New Accounting Pronouncement 

 
On August 18, 2016, FASB issued Accounting Standards Update (ASU) 2016-14, Not-for-Profit 
Entities (Topics 958) – Presentation of Financial Statements of Not-for-Profit Entities. The ASU 
addresses the complexity and understandability of net asset classification, deficiencies in 
information about liquidity and availability of resources, and lack of consistency in the type of 
information provided about expenses and investment return. The Organization has followed the 
ASU’s guidance in the presentation of these financial statements. See Note 6 for discussion of 
donor-restricted endowments. 
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NOTES TO FINANCIAL STATEMENTS  
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Cash and Cash Equivalents 
 
Cash equivalents are generally comprised of certain highly liquid investments with original 
maturities of less than three months. 
 
Concentrations of Credit Risk 
 
Financial instruments which potentially subject the Society to concentrations of credit risk consist 
principally of cash and investments. Risks associated with cash and cash equivalents are mitigated by 
banking with federally insured, creditworthy institutions; however, deposits may at times exceed 
federally insured limits. 
 
Accounts Receivable 
 
Accounts receivable are stated at the amount management expects to collect from outstanding 
balances. Management provides for probable uncollectible amounts through a provision for bad 
debt expense and an adjustment to a valuation allowance based on its assessment of the current 
status of individual accounts. Balances that are still outstanding after management has used 
reasonable collection efforts are written off through a charge to the valuation allowance and a credit 
to accounts receivable. 
 
Investments 
 
Investments in marketable securities are reported at fair value in the statements of financial 
position. Net realized and unrealized gains and losses are included in the statement of activities as a 
change in net assets. Investments consist entirely of mutual funds and other equity securities having 
a total fair value of $651,777 and $622,977 as of June 30, 2019 and 2018, respectively. 
  
Property and Equipment  
 
It is the Society’s policy to capitalize property and equipment over $1,000. Lesser amounts are 
typically expensed. 
 
Purchased property and equipment are capitalized at cost. Donations of property and equipment are 
recorded at their estimated fair value; such donations are reported as unrestricted contributions 
unless the donor has restricted the donated asset to a specific purpose. Assets donated with explicit 
restrictions regarding their use and contributions of cash that must be used to acquire property and 
equipment are reported as restricted contributions. Normal maintenance and repairs are charged to 
expense as incurred. The cost and accumulated depreciation of property sold or otherwise disposed 
of are removed from the accounts and the resulting gain or loss is recognized. 
 
Compensated Absences 
 
It is the Society’s policy to accumulate and accrue earned but unused paid-time-off (PTO) benefits, 
a portion of which may be eligible for payout upon separation of service, depending upon the length 
of service prior to termination.  Employees can carry-over up to a maximum of 304 hours of unused 
PTO each year.  The accrual rate for PTO benefits is based upon years of service, and ranges 
between 3 to 9 hours per pay period. 
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NOTES TO FINANCIAL STATEMENTS  
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Advertising and Promotion 
 
Advertising costs, except for costs associated with direct-response advertising, are expensed in the 
year incurred. Advertising charged to expense totaled $5,471 and $2,878 for the years ended June 
30, 2019 and 2018, respectively. The costs of direct-response advertising, when they occur, are 
capitalized and amortized over the period during which future benefits are expected to be received. 
At June 30, 2019 and 2018, there were no costs capitalized for direct-response advertising. 
 
Donated Supplies and Services 
 
Donated supplies and services are recorded at their estimated fair value as of the date of donation. 
Donated services are recognized as contributions if the services (a) create or enhance nonfinancial 
assets or (b) require specialized skills, are performed by people with those skills, and would 
otherwise be purchased by the Society. See Note 9 for details regarding donated supplies and 
services for the years ended June 30, 2019 and 2018.  
 
Functional Allocation of Expense 
 
The costs of operating programs and providing supporting services have been summarized on a 
functional basis in the statements of activities and functional expenses. Direct expenses are charged 
to their respective programs or services. Indirect expenses have been allocated among the programs 
and supporting services benefited, based on management policy which is consistently applied. 
Costs which are allocated across multiple functions and programs include the following: 
 

 Payroll costs, which are allocated based upon time spent on individual programs 
 Certain payroll insurance premiums, which are allocated consistent with payroll allocations 
 Rent and liability insurance premiums, which are allocated based upon square footage 

utilized by each program. 
 
Income Taxes  
 
The Society is a not-for-profit organization that is exempt from income taxes under Section 
501(c)(3) of the Internal Revenue Code with regard to its exempt activities. Accordingly, no 
provision for federal or state income taxes has been made. Continued tax-exempt status is 
contingent on future operations being in compliance with the Internal Revenue Code exempt 
regulations. The Society applies the measurement and disclosure provisions for uncertain tax 
positions as required by FASB Accounting Standards Codification 740-10. This subtopic requires 
that computations and deferred income tax provisions only consider tax positions that are more 
likely than not to be sustained if the tax authority examines the positions. Management believes that 
all tax positions considered for this purpose meet this “more likely than not” threshold. 

 
Use of Estimates  
 
The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions that affect 
certain reported amounts. Accordingly, actual results could differ from those estimates. 

 
Subsequent Events  

 
Management has evaluated subsequent events through December 31, 2019, which is the date the 
financial statements were available to be issued. No subsequent events were identified. 
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2. Availability and Liquidity 
 
The following represents the Society’s financial assets at June 30, 2019: 
 
Financial assets at year end:

Cash and cash equivalents 616,241$          
Investments 651,777
Contract and grants receivable - net 273,432            
Other receivables 2,995                

Total financial assets 1,544,445         

Less amounts not available to be used within one year:
Net assets with donor restrictions 951,211            
Less net assets with restrictions to be met in less than a year -                    

951,211            
Financial assets available to meet general expenditures

over the next twelve months 593,234$          
 

 
The Society’s goal is to generally maintain financial assets to meet three months of operating 
expenses (approximately $645,000). 
 

3. Fair Value Measurements 
 
Generally accepted accounting principles establish a framework for measuring fair value. That 
framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to 
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active 
markets for identical assets or liabilities (level 1 measurements) and the lowest priority to 
unobservable inputs (level 3 measurements).  
 
The three levels of the fair value hierarchy are: 

 
Level 1:  Inputs to the valuation methodology are unadjusted quoted prices for identical 

assets or liabilities in active markets that the Society has the ability to access.  
 

Level 2:  Inputs to the valuation methodology include:  
 Quoted prices for similar assets or liabilities in active markets;  
 Quoted prices for identical or similar assets or liabilities in inactive markets;  
 Inputs other than quoted prices that are observable for the asset or liability;  
 Inputs that are derived principally from, or corroborated by, observable 

market data by correlation or other means. 
 

If the asset or liability has a specified (contractual) term, the Level 2 input must be 
observable for substantially the full term of the asset or liability.   

 



CHILDREN'S SERVICE SOCIETY OF UTAH 
NOTES TO FINANCIAL STATEMENTS 
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Level 3:  Inputs to the valuation methodology are unobservable and significant to the fair 
value measurement. 

The primary uses of fair value measures in the Society’s financial statements are as follows: 

 Initial measurement of noncash gifts (see Note 9)

 Recurring measurement of investments

The following is a description of the valuation methodologies used for assets measured at fair 
value. 

Noncash gifts: The estimated fair value of the goods or services received.  

Investments: The fair value of mutual funds and other equity securities held is based on quoted 
market prices at year-end.  

The methods described above may produce a fair value calculation that may not be indicative of net 
realizable value or reflective of future fair values. Furthermore, while the Society believes its 
valuation methods are appropriate and consistent with other market participants, the use of different 
methodologies or assumptions to determine the fair value of certain financial instruments could 
result in a different fair value measurement at the reporting date. 

The following table sets forth by level, within the fair value hierarchy, the Society’s assets at fair 
value as of June 30, 2019: 

Level 1 Level 2 Level 3 Total

Domestic equities 392,513$   -$           -$  392,513$   
Domestic fixed income 207,487     - -             207,487     
International fixed income 45,894       - -             45,894       
Cash and cash equivalents 5,883         - - 5,883         

TOTAL 651,777$   -$           -$  651,777$   

The following table sets forth by level, within the fair value hierarchy, the Society’s assets at fair 
value as of June 30, 2018: 

Level 1 Level 2 Level 3 Total

Domestic equities 380,267$   -$           -$  380,267$   
Domestic fixed income 194,763     - -             194,763     
International fixed income 41,914       - -             41,914       
Cash and cash equivalents 6,033         - - 6,033         

TOTAL 622,977$   -$           -$  622,977$   



CHILDREN'S SERVICE SOCIETY OF UTAH 
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4. Property and Equipment 
 

Property and equipment as of June 30, 2019 and 2018 are detailed as follows: 
 

2019 2018

Furniture and fixtures 13,208$         13,208$         
Equipment 120,630         120,630         
Leasehold improvements 14,246           -                 
Lending library 25,220           25,220           

Total 173,304         159,058         
Less accumulated depreciation (156,574)        (154,235)        

Net property and equipment 16,730$         4,823$           

 
Property and equipment are being depreciated over their estimated useful lives using the straight-
line method. Useful lives of property and equipment range between three and 15 years. 
Depreciation expense totaled $2,339 and $2,557 for the years ended June 30, 2019 and 2018, 
respectively.  

 
5. Operating Lease  
 

The Society leases office space under three operating leases. The first lease was effective on 
December 1, 2013 and will terminate on July 31, 2021. The second lease was effective on 
December 1, 2014 and will terminate on June 30, 2020, as amended. The third lease was effective 
on February 1, 2018 and will terminate on September 30, 2021. 
 
Total lease expense associated with the Society’s operating leases was $223,152, which included 
$50,320 of contributed rent, for the year ended June 30, 2019. Total lease expense associated with 
the Society’s operating leases was $206,590, which included $44,520 of contributed rent, for the 
year ended June 30, 2018. 
 
Future minimum non-cancellable lease payments under operating leases are as follows: 

 
Years Ending June 30,

2020 155,771$      
2021 162,990        
2022 15,127          

333,888$      

 
6. Donor Restricted Endowments  
  

The Society has received funds from donors that require the principal to be maintained in 
perpetuity. These donor restricted endowments are included in net assets with donor restrictions on 
the statement of financial position.  The income derived from these investments can generally be 
used for the operation of the Society’s programs. 
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The principal balances of donor restricted endowments as of June 30, 2019 and 2018 are as follows: 

2019 2018

Geneva - Kimball 36,236$         36,236$         
Memorial Fund 6,133            6,133             
Bamberger Fund 10,925          10,925           
Rosenbaum Fund 15,139          15,139           
Kappa Kappa Gamma 2,123            2,123             
Dobler 100,000        100,000         

170,556$       170,556$       

Donor restricted endowments represent the principal amounts of gifts and bequests accepted with 
the donor stipulation that the principal be maintained intact in perpetuity with only the income to be 
utilized. The Society has control over the investing of the principal as designated by the donor; 
however, the investment income can be spent at the discretion of the Board of Directors.  

Interpretation of Relevant Law  

The Society has interpreted the State of Utah Uniform Prudent Management of Institutional Funds 
Act (“UPMIFA”) 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, the Society classifies its donor restricted endowments as net assets with 
donor restrictions, reporting (1) the original value of gifts donated to the donor restricted 
endowments, (2) the original value of subsequent gifts to donor restricted endowments, and (3) 
accumulations to the donor restricted endowment made in accordance with the direction of the 
applicable donor gift instrument at the time the accumulation is added to the fund are characterized 
as net assets with donor restrictions until those amounts are appropriated for expenditure by the 
Society in a manner consistent with the standard for expenditure prescribed by UPMIFA. In 
accordance with UPMIFA, the Society considers the following factors in making a determination to 
appropriate or calculate donor-restricted endowment funds: 

1. The duration and preservation of the fund
2. The general purposes of the organization and the donor-restricted endowment fund
3. General economic conditions
4. The possible effect of inflation and deflation
5. The expected total return from income and appreciation of investments
6. Other resources of the Society
7. The investment policies of the Society
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Investment and Spending Policies  
 
The Society has adopted investment and spending policies for endowment assets that attempt to 
provide a predictable stream of funding to programs supported by its endowment while seeking to 
maintain the purchasing power of the endowment assets. Endowment assets include those assets of 
donor-restricted funds that the Society must hold in perpetuity or for donor specified periods. Under 
this policy, as provided by the Board of Directors, the endowment assets are invested in a manner 
that is intended to produce results that exceed the price and yield results of the S&P 500 index 
while assuming a moderate level of investment risk. 
 
The endowments are considered perpetual endowments. As such, the investment objectives require 
disciplined and consistent management philosophies that accommodate all those events which are 
relevant, reasonable, and probable. Therefore, periodic review of total rate of return and spending 
rate objectives is required. Extreme positions or variations in management style are not consistent 
with these objectives. 
 
There were no additions to donor restricted endowments for the years ended June 30, 2019 and 
2018. 

 
7. Investment Income  
 

The Society’s investment income for the years ended June 30, 2019 and 2018 consisted of the 
following: 

 
2019 2018

Dividends 18,161$         13,448$         
Net unrealized gain 11,010           27,963           

Total 29,171$         41,411$         

 
8. Retirement Plan  
 

Effective July 1, 2004, the Society established a 403(b) Thrift Plan (the Plan). Employees who 
complete 1,000 hours of service during any 12 months of employment are eligible to participate in 
the Plan. The Plan has no minimum age or service requirements. Participants could contribute any 
percentage of their salary up to $18,500 in 2019 and 2018 calendar years. 
 
All participants are eligible to receive employer base contributions, except for certain exclusions as 
outlined under the Plan. Employer base contributions are 2 percent to 6 percent of employee 
compensation, based upon years of service. Total employer contributions were $55,151 and 
$53,568 for the years ended June 30, 2019 and 2018, respectively. 
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Participants are 100 percent vested in their personal contributions with vesting periods for employer 
contributions to participant accounts as follows: 

Less than one year of service     0% 
One year 40% 
Two years 60% 
Three years 80% 
Four or more years 100% 

9. Donated Supplies and Services

The Society recorded donated supplies and services in the amount of $107,206 and $99,494 for the
years ended June 30, 2019 and 2018, respectively. Included in these amounts are the usage of
various facilities valued at $50,320 and $44,520, respectively, which have been expensed on the
statements of functional expenses as Occupancy. The Society has been granted the use of these
facilities free of charge for child care provider training in connection with its Care About Childcare
and Kinship and Parenting programs. The Society has also received donated supplies, services and
other goods in the amount of $56,886 and $54,974 for the years ended June 30, 2019 and 2018,
respectively. These in-kind supplies, services and other goods have been expensed on the
statements of functional expenses as program costs.

10. Concentrations

During the years ended June 30, 2019 and 2018, the Society derived approximately 44% and 57%
of its revenues and support from one and two federally funded contracts, respectively. Accounts
receivable under these contracts accounted for 79% and 93% of accounts receivable at June 30,
2019 and 2018, respectively. These contracts are renewed annually. Loss of these sources of
revenue would have a severe impact on the Society’s operations.



Federal Grantor Agency Federal Agency or
Pass-Through Entity CFDA Pass-Through Federal

Federal Program Title Number Number Expenditures

U.S. Department of Health and Human Services

Passed Through the Utah Department of
Workforce Services:

TANF Cluster:
Temporary Assistance for Needy Families 93.558 16DWS0099 40,781$          

Passed Through the Utah Department of
Workforce Services:

CCDB Cluster:
Child Care and Development Block Grant 93.575 16DWS0099 1,154,348       

Passed Through the Utah Department of Health:
Maternal, Infant, and Early Childhood Home

Visiting Program 93.870 1427320 21,059            

Passed Through Salt Lake County:
Block Grant for Prevention and Treatment of

Substance Abuse 93.959 Various 27,744            

Total Expenditures of Federal Awards 1,243,932$     

Children's Service Society of Utah
 Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2019
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A. Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal
grant activity of Children's Service Society of Utah (the Society) under programs of the federal
government for the year ended June 30, 2019. The information in this schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Because the Schedule presents only a selected portion of the operations of the
Society, it is not intended to and does not present the financial position, changes in net assets, or
cash flows of the Society.

B. Summary of Significant Accounting Policies

(1) Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.

(2) Pass-through entity identifying numbers are presented where available.

C. Indirect Cost Rate

The Society has elected to use the 10% de minimis indirect cost rate allowed under the Uniform
Guidance.

D. Subrecipients

The Society made no payments of federal funding to subrecipients during the year ended June 30,
2019.



o 1329 So 800 E, Orem, UT 84097 //  p 801.225.6900  //  w squire.com //   215 So State St, Ste #850, Salt Lake City, UT 84111  //  p 801.533.0409
Squire is a dba registered to Squire & Company, PC, a certified public accounting firm. 

	 	

 

	

Independent Auditor’s Report on Internal Control Over  
Financial Reporting and on Compliance and Other Matters 

Based on an Audit of Financial Statements Performed 
in Accordance with Government Auditing Standards 

To the Board of Directors 
Children's Service Society of Utah 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of Children's Service 
Society of Utah (a nonprofit organization), which comprise the statement of financial position as of June 
30, 2019, and the related statements of activities, functional expenses, and cash flows for the year then 
ended, and the related notes to the financial statements, and have issued our report thereon dated 
December 31, 2019. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Children's Service 
Society of Utah’s internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Children's 
Service Society of Utah’s internal control. Accordingly, we do not express an opinion on the effectiveness 
of Children's Service Society of Utah’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we identified one 
deficiency in internal control, described in the accompanying schedule of findings and questions costs as 
item 2019-001, that we consider to be a material weakness. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Children's Service Society of Utah’s financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts. However, providing an 
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opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do 
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 

Children's Service Society of Utah’s Response to Findings 

Children's Service Society of Utah’s response to the findings identified in our audit is described in the 
accompanying schedule of findings and questioned costs. Children's Service Society of Utah’s response 
was not subjected to the auditing procedures applied in the audit of the financial statements and, 
accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the organization’s 
internal control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the organization’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 

Salt Lake City, Utah 
December 31, 2019 
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Independent Auditor’s Report on Compliance for Each 
Major Program and on Internal Control over 

Compliance Required by the Uniform Guidance 

To the Board of Directors 
Children's Service Society of Utah 

Report on Compliance for Each Major Federal Program 

We have audited Children's Service Society of Utah’s compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and material effect 
on each of Children's Service Society of Utah’s major federal programs for the year ended June 30, 2019. 
Children's Service Society of Utah’s major federal programs are identified in the summary of audit results 
section of the accompanying schedule of findings and questioned costs. 

Management’s Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and 
grants applicable to its federal programs. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance for each of Children's Service Society of Utah’s 
major federal programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2 
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about 
Children's Service Society of Utah’s compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of Children's Service Society 
of Utah’s compliance. 

Opinion on Each Major Federal Program 

In our opinion, Children's Service Society of Utah complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on each of its 
major federal programs for the year ended June 30, 2019. 
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Report on Internal Control over Compliance 

Management of Children's Service Society of Utah is responsible for establishing and maintaining 
effective internal control over compliance with the types of compliance requirements referred to above. In 
planning and performing our audit of compliance, we considered Children's Service Society of Utah’s 
internal control over compliance with the types of requirements that could have a direct and material 
effect on each major federal program to determine the auditing procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on compliance for each major federal program 
and to test and report on internal control over compliance in accordance with Uniform Guidance, but not 
for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of Children's Service Society of Utah’s 
internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in 
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over 
compliance with a type of compliance requirement of a federal program that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 

Salt Lake City, Utah 
December 31, 2019 
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A. Summary of Audit Results

1. The auditor’s report expresses an unmodified opinion on whether the financial statements of
Children's Service Society of Utah were prepared in accordance with GAAP.

2. No significant deficiencies disclosed during the audit of the financial statements were reported in
the INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS. One material weakness was reported.

3. No instances of noncompliance material to the financial statements of Children's Service Society
of Utah, which would be required to be reported in accordance with Government Auditing
Standards, were disclosed during the audit.

4. No significant deficiencies or material weaknesses in internal control over major federal award
programs are reported in INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE.

5. The auditor’s report on compliance for the major federal award programs for Children's Service
Society of Utah expresses an unmodified opinion on all major federal programs.

6. Audit findings that are required to be reported in accordance with 2 CFR section 200.516(a) are
reported in Part C of this Schedule.

7. The program tested as a major program was:

 Child Care and Development Block Grant, CFDA number 93.575 (CCDB Cluster)

8. The threshold for distinguishing between Type A and B programs was $750,000.

9. Children's Service Society of Utah was determined not to be a low-risk auditee.

B. Findings – Financial Statements Audit

MATERIAL WEAKNESS

2019-001: Financial Reporting and Reconciliation

During our audit, we noted certain credit card liabilities, accrued wages, accrued payroll 
taxes, and donated facilities were misstated and required adjustment. We also noted that 
the accrued vacation balance was not properly reconciled and updated at year-end. 
Additionally, we noted that net asset classifications required reconciliation and adjustment 
at year-end. 
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2019-001: Financial Reporting and Reconciliation (Continued) 

Recommendation: 

We recommend that management establish procedures to consistently review and reconcile 
credit card liabilities, accrued wages, accrued payroll taxes, accrued compensated absences, 
and all in-kind transactions, including donated facilities, and record necessary adjustments in 
a timely manner. 

Management’s Response 

Management concurs with the recommendations. Management plans to have the Director of 
Accounting perform at least annual reviews of all balance sheet accounts, as well as in-kind 
donation accounts, reconciling each account and making the necessary adjustments and 
reclassifications at that time. 

C. Findings and Questioned Costs – Major Federal Award Programs Audit

No findings or questioned costs were noted related to our audit of the major federal award programs.
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MATERIAL WEAKNESS 

2018-001: Financial Reporting and Reconciliation 

During our audit, we noted that investments, certain credit card liabilities, accrued wages, 
accrued payroll taxes, and donated facilities were misstated and required adjustment. We 
also noted that the accrued vacation balance was not properly reconciled and updated at 
year-end. Additionally, we noted that net asset classifications required reconciliation and 
adjustment at year-end. 

Recommendation: 

We recommend that management establish procedures to consistently review and 
reconcile investment balances at year-end, as well as credit card liabilities, accrued wages, 
accrued payroll taxes, and all in-kind transactions, including donated facilities, and record 
necessary adjustments in a timely manner. 

 Management’s Response 

Management concurs with the recommendations. Management plans to have the Director 
of Accounting perform at least annual reviews of all balance sheet accounts, as well as in-
kind donation accounts, reconciling each account and making the necessary adjustments 
and reclassifications at that time. 

Status 

As of June 30, 2019, management had taken partial corrective action in connection with 
this finding.  Investment balances had been reconciled at year-end, and fair value 
adjustments were recorded.  See finding 2019-001 on the schedule of findings and 
questioned costs for remaining corrective action still outstanding at June 30, 2019. 


