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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Spaulding for Children
Southfield, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of Spaulding for Children (a non-profit corporation) 
which comprise the statement of financial position as of September 30, 2018, and the related statements of 
activities, functional expenses, and cash flows for the year then ended, and the related notes to the financial 
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Spaulding for Children as of September 30, 2018, and the changes in its net assets and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United States 
of America.

1301 W. Long Lake Rd., Ste. 200
Troy, MI  48098-6319
t 248.952.0200 f 248.952.0290
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Other Matters

Supplementary and Other Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a 
whole. The accompanying schedules of specific program expenses presented on Pages 17 and 18 are 
presented for the purpose of additional analysis and is not a required part of the financial statements. 
Additionally, 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 also 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 January 22, 2019, on 
our consideration of Spaulding for Children’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 Spaulding for Children’s internal control over financial reporting and 
compliance.

Troy, Michigan
January 22, 2019
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Statement of Financial Position

Current Assets

Cash and cash equivalents $ 561,204

Certificates of deposit 402,476

Accounts receivable 2,369,742

Prepaid expenses 60,956

Total Current Assets 3,394,378     

Property and Equipment, Net 47,924

Other Assets

Certificates of deposit 200,162

Donated property 138,000

Funds held for investment 2,623,786

Total Other Assets 2,961,948     

Restricted Assets

Investment of endowed funds 416,509

Beneficial interests in trusts 120,000

Total Restricted Assets 536,509

Total Assets $ 6,940,759     

Current Liabilities

Accounts payable $ 1,187,226

Accrued expenses 331,647

Deferred revenue 13,876

Total Current Liabilities 1,532,749     

Net Assets

Unrestricted 4,766,501     

Temporarily restricted 278,120        

Permanently restricted 363,389        

Total Net Assets 5,408,010     

Total Liabilities and Net Assets $ 6,940,759     

See Independent Auditors' Report and Accompanying Footnotes.

SPAULDING FOR CHILDREN

ASSETS

LIABILITIES AND NET ASSETS

September 30, 2018
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Support and Revenue

Contributions

Foundation grants $ 146,424 $ 105,000     $ -                 $ 251,424     

Individuals 70,429 -                 -                 70,429       

Event revenue - net 13,940 -                 -                 13,940       

Government contracts -                 

Adoption Opportunities program 7,533,377 -                 -                 7,533,377  

Other contract revenues and grants 244,984 -                 -                 244,984     

Program service fees

Child and family services 1,574,058 -                 -                 1,574,058  

Foster parent pass through 720,718 -                 -                 720,718     

Beneficial interest in remainder trust -                 8,901         -                 8,901         

Investment income 226,748 3,861 -                 230,609     

Other 41,781 -                 -                 41,781       

Total Support 10,572,459 117,762     -                 10,690,221

Net Assets Released From Restrictions 119,900 (119,900)    0

Total Revenues 10,692,359 (2,138) -                 10,690,221

Expenses

Program services

Child and family services

Other 1,757,875  -                 -                 1,757,875  

Foster parent payments 746,573     -                 -                 746,573     

Spaulding Institute 6,599,177  -                 -                 6,599,177  

Supporting services

Management and general 1,003,513  -                 -                 1,003,513  

Community relations and development 88,161       -                 -                 88,161       

Other fundraising costs 25,444       -                 -                 25,444       

Total Expenses 10,220,743 -                 -                 10,220,743

Increase (Decrease) in Net Assets 471,616     (2,138)        -                 469,478     

Net Assets - Beginning of Year 4,294,885  280,258     363,389     4,938,532  

Net Assets - End of Year $ 4,766,501  $ 278,120     $ 363,389     $ 5,408,010  

See Independent Auditors' Report and Accompanying Footnotes.

Statement of Activities

SPAULDING FOR CHILDREN

Unrestricted Temporarily Permanently Total

Year Ended September 30, 2018
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Salaries $ 1,039,571 $ 658,552 $ 619,288 $ 31,371 $ 2,348,782

Employee benefits 238,384 153,996 130,288 15,446 538,114

Payroll taxes 87,673 53,109 50,089 2,474 193,345

Total salaries and related expenses 1,365,628 865,657 799,665 49,291 3,080,241

Professional fees 10,749 25,418 5,140 263 41,570

Consultant fees 8,994 640,645 56,106 2,000 707,745

Consultant travel 0 38,630 0 0 38,630

Partner agencies 0 4,577,523 0 0 4,577,523

Computer network 18,732 23,303 6,370 6,658 55,063

Office supplies 6,519 4,111 3,501 271 14,402

Program meeting costs 26,951 37,310 5,175 12,170 81,606

Equipment rental and maintenance 14,714 6,606 5,822 652 27,794

Telephone 13,754 27,086 4,974 1,084 46,898

Postage and shipping 3,543 9,295 637 786 14,261

Occupancy 126,360 71,707 56,712 2,973 257,752

Printing and agency publications 6,267 79,441 2,483 1,074 89,265

Local transportation costs 51,414 392 1,782 257 53,845

Travel 2,727 86,703 10,250 0 99,680

Subsciptions and publications 148 3,645 652 0 4,445

Family and client assistance 19,844 0 0 0 19,844

Foster parent payments 746,573 0 0 0 746,573

Insurance 23,539 8,774 15,287 432 48,032

Memberships 12,003 4,971 6,545 7,990 31,509

Fundraising costs 0 0 0 25,444 25,444

Board expense 0 83,321 7,086 0 90,407

Other project costs 0 0 0 0 0

In-kind expense 0 4,289 0 0 4,289

Community relations 0 0 0 1,600 1,600

Employee relations 0 0 6,395 0 6,395

Miscellaneous expense 45,989 350 930 660 47,929

Depreciation 0 0 8,001 0 8,001

Total expenses $ 2,504,448       $ 6,599,177   $ 1,003,513  $ 113,605     $ 10,220,743

See Independent Auditors' Report and Accompanying Footnotes.

SPAULDING FOR CHILDREN
Statement of Functional Expenses

For The Year Ended September 30, 2018

 Child and Family 

Services 

  Management 

and General 

 Community 
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Development 

 Total
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 Academy/ 

Spaulding 

Institute 
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Statement of Cash Flows

Operating Activities

Increase in net assets $ 469,478

Adjustments to reconcile change in net assets to cash 

from operating activities:

Gain on investments (221,126)

Depreciation 8,001

Gain on beneficial interests in trusts (8,901)

Increase (decrease) in operating assets:

Accounts receivable (297,317)

Prepaid expenses 54,430

Increase in operating liabilities:

Accounts payable and accrued expenses 83,581

Deferred revenue 5,376

Net Cash Provided By Operating Activities 93,522

Investing Activities

Proceeds from beneficial interest in trust 14,901

Purchase of property and equipment (28,978)

Purchase of certificates of deposit (101,633)

Net Cash Used In Investing Activities (115,710)

    

Net Decrease In Cash and Cash Equivalents (22,188)

Cash and Cash Equivalents

Beginning of Year 583,392

End of Year $ 561,204

See Independent Auditors' Report and Accompanying Footnotes.

SPAULDING FOR CHILDREN

For The Year Ended September 30, 2018
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SPAULDING FOR CHILDREN
Notes to the Financial Statements
Year Ended September 30, 2018

NOTE:

1. Organization and Summary of Significant Accounting Policies

Nature of Organization – Spaulding for Children (the Agency) is a nonprofit organization established to 
place children in permanent homes in Michigan with a focus on youth that are not well served by other 
agencies. In addition, the Agency also develops and administers training programs to demonstrate, teach, 
and advocate innovative approaches to child placement on national, state and local levels. The Agency is 
comprised of two service divisions: Child and Family Services, Spaulding Academy and Institute.

Financial Statement Presentation – The Agency reports information regarding its financial position and 
activities utilizing three classes of net assets, based upon the absence or existence of donor-imposed 
restrictions. The three classes of net assets are unrestricted net assets, temporarily restricted net assets, 
and permanently restricted net assets.

Unrestricted Net Assets – Unrestricted net assets represent expendable funds currently available at the 
discretion of the Board of Directors for support of Agency operations. Unrestricted net assets include board 
designated net assets in which the Agency board has set aside amounts for a specific purpose.

Temporarily Restricted Net Assets – Temporarily restricted net assets consist of contribution revenue 
received from donors in which the use of such resources are restricted to be used for a specific purpose or 
are restricted to be used after the passage of time or upon the occurrence of a future event. When a donor-
imposed restriction expires, the stipulated time has passed or the necessary event has occurred 
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of 
activities as net assets released from restrictions.

In the event a contribution that would otherwise be classified as temporarily restricted because of a 
restriction imposed has the restriction met in the same period that the contribution revenue is received, the 
contribution revenue and related net assets are classified as unrestricted.

Permanently Restricted Net Assets – Permanently restricted net assets consist of contribution revenue 
received from donors which are required to be held by the Agency in perpetuity. Income and capital 
appreciation from the assets is released from permanently restricted net assets and is available for either 
general operations or specific purposes, in accordance with donor stipulations.

Cash and Cash Equivalents – The Agency considers only cash in checking and savings accounts to be 
cash equivalents, for purposes of the statement of cash flows and the statement of financial position.

Certificates of Deposit – The Agency invests in bank certificates of deposit that mature at various dates 
through November 2019. The certificates are recorded using purchase price and that approximates fair 
value. For determination purposes, the Agency utilizes Level 2 inputs to assess the fair value of certificates 
of deposit.

Accounts Receivable – Accounts receivable consist primarily of amounts due from government agencies. 
Accounts receivable, other than unconditional promises to give, consist of amounts management expects 
to collect from outstanding balances. The Agency has determined that at September 30, 2018, a reserve 
for uncollected amounts is not deemed necessary. This determination was based on a specific assessment 
of all amounts that remain unpaid following normal payment periods and historical loss experience. 
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SPAULDING FOR CHILDREN
Notes to the Financial Statements (Continued)

Year Ended September 30, 2018

NOTE:

1. Organization and Summary of Significant Accounting Policies (Continued)

Property and Equipment – The Agency capitalizes all property and equipment expenditures with a cost of 
$5,000 or more if the item purchased has an estimated useful life of greater than one year. Property and 
equipment are recorded at cost or, in the case of donated items, at fair value as of the date received. 
Expenditures for major additions and improvements to property and equipment are capitalized and minor 
replacements, maintenance and repairs are charged to expense when incurred.

When property and equipment are retired or otherwise disposed of, the cost and accumulated depreciation 
are removed from the accounts and any resulting gain or loss is included in the statement of activities for 
the respective period.

Property and equipment consists predominantly of office equipment. Depreciation is computed using the 
straight-line method over the estimated lives of the related assets with consideration given to salvage value 
if applicable. The estimated useful lives of property and equipment held by the Agency ranged from three to 
five years.  Accumulated depreciation totals $159,409 at September 30, 2018.

Property and equipment are reviewed on an ongoing basis for impairment based on a comparison of 
current carrying value against undiscounted future cash flows. If impairment is identified, the impaired 
asset's value is adjusted to fair value. There were no such adjustments during the year ended 
September 30, 2018.

Investments – In accordance with professional standards, investments in debt and equity securities are 
presented at fair value on a recurring basis and are all classified as Level 1, 2 or 3 investments based upon 
how the underlying securities are valued. The net realized and unrealized gains or loss on marketable
securities are reflected in the statement of activities as a component of investment income.

Deferred Revenues – Deferred revenues consist of payments received for services to be provided
subsequent to September 30, 2018. 

Contributions – Contributions are recognized as revenues when received or unconditionally pledged. All 
contributions are available for unrestricted use unless specifically restricted by the donor. Contributions that 
are restricted by the donor are reported as an increase in unrestricted net assets if the restriction expires in 
the reporting period in which the contribution revenue is recognized. All other donor restricted contributions 
are reported as an increase in temporarily or permanently restricted net assets depending on the nature of 
the restriction. 

At times, donors unconditionally promise to make future contributions to the Agency. Such unconditional 
promises to give are recorded in full as contribution revenue in the period the promise is made. Any 
amounts to be collected in future years are recorded on the statement of financial position at their net 
realizable value. The Agency uses the allowance method to account for uncollectable unconditional 
promises to give. As of September 30, 2018, there were no uncollected unconditional promises to give.

The Agency from time to time receives in-kind donations of services, property and supplies. In-kind 
contributions of property, that are material in amount and meet the other requirements of professional 
standards, are recorded as revenue in the period received for an amount that approximates the fair value of 
the property or supplies received.
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SPAULDING FOR CHILDREN
Notes to the Financial Statements (Continued)

Year Ended September 30, 2018

NOTE:

1. Organization and Summary of Significant Accounting Policies (Continued)

In-kind contributions of services are recognized as contribution revenue in the period such services were 
rendered if either the services create or enhance a nonfinancial asset or require specialized skills, are 
provided by entities or persons possessing those skills, and would need to be purchased if they were not 
donated. In-kind services that meet the preceding conditions are recorded in the financial statements at fair 
value. In-kind services received by the Agency that do not meet the preceding conditions are not 
recognized as contribution revenue in the financial statements.

Revenue Recognition Other Than Contributions – In addition to contribution revenues from public and 
private sources the Agency also provides fee-based services. Revenues earned in the performance of 
services are recognized in the period the services are rendered and the earnings process is substantially 
complete. 

Advertising – The costs incurred for advertising and community development efforts are expensed at the 
time the promotional activity is first publicized. During the year ended September 30, 2018, advertising and 
community development expenses were $15,603.

Income Taxes – The Agency has been granted tax exempt status under the section 501(c)(3) of the 
Internal Revenue Code of the United States and is classified as an organization other than a private 
foundation. Contributions and service fee revenue are not generally subject to income taxes in the United 
States.

From time to time the Agency may be subject to income taxes on income received that is unrelated to its 
exempt purpose. This income is commonly known as unrelated business income or UBI and is subject to 
taxation. The Agency does not believe that it earned any UBI during the year ended September 30, 2018. 
Therefore, no provision for income taxes is recorded in these financial statements.

Uncertain Tax Positions – Management evaluates whether tax positions reported on returns are more likely 
than not to be sustained if challenged. This assessment occurs at least annually and includes, most 
significantly, the exemption from income tax that the Agency operates under. Management believes no 
such positions exist that would have a significant impact on the Agency’s financial position. As of 
September 30, 2018, no liability for uncertain tax benefits was recorded.

Expense Allocation – The costs of providing the Agency programs and other activities have been 
summarized on a functional basis in the statements of activities and functional expenses. Accordingly, 
certain costs have been allocated among the programs and supporting services benefited.

Directly identifiable expenses are charged to programs and supporting services. Expenses related to more 
than one function are charged to programs and supporting services on the basis of time and expense 
analysis. Management and general expenses include those expenses that are not directly identifiable with 
any other specific function but provide for the overall support of the Agency.

Subsequent Events – The Agency has evaluated events and transactions that occurred through 
January 22, 2019, which is the date the financial statements were available for issue. 
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SPAULDING FOR CHILDREN
Notes to the Financial Statements (Continued)

Year Ended September 30, 2018

NOTE:

2. Concentrations, Risks and Uncertainty

Estimates and Significant Estimates – Management uses estimates and assumptions to prepare Agency 
financial statements. Those estimates and assumptions affect the reported amounts of assets and 
liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and expenses. 
Actual results could vary from those estimates. 

Bank Deposits – The Agency deposits cash balances with major banks within the State of Michigan and 
generally maintains balances that exceed federally insured limits. The Agency has not experienced any 
losses in such accounts, and management believes the Agency is not exposed to any unusual credit risk 
on cash and cash equivalents.

Other Concentrations – During the year ended September 30, 2018, approximately 94% of revenue was 
generated through grant agreements with two funding streams; the State of Michigan and the federal 
government. 

Marketable Securities – The Agency's maintains investments that are adjusted to fair value, determined 
using published exchange market quotations where applicable or estimated fair values or net asset value 
provided by external investment managers or other sources. The Agency maintains a Finance Committee, 
that along with the Board of Directors has established an investment policy statement for the Agency’s 
investments. The investment policy addresses the preservation of capital, risk aversion, and adherence to 
investment discipline. 

Grant Activities – Substantially all grants received by the Agency are subject to financial and compliance 
audits by the grantors or their designated agents. Failure to comply with the terms of a grant may result in 
the requirement of the Agency to repay the grantor. 

3. Funds Held for Investment

The Agency follows topic 820 Fair Value Measurement of the ASC. ASC 820 establishes a three-level 
hierarchy for fair value measurements based upon the observability of inputs to the valuation of the asset or 
liability as of the measurement date. The valuation hierarchy is based upon the transparency of inputs to 
the valuation of an asset or liability as of the measurement date. The three levels are defined as follows:

Level l – Financial assets and liabilities whose values are based on unadjusted quoted 
prices for identical assets or liabilities in an active market that the Agency has an ability to 
access.

Level 2 – Financial assets and liabilities whose values are based on pricing inputs that are 
either directly observable or that can be derived or supported from observable data as of 
the reporting date. Level 2 inputs may include quoted prices for similar assets or liabilities 
in non-active markets or pricing models whose inputs are observable for substantially the 
full term of the asset or liability. Instruments in this category can include institutional 
pooled fund(s), unit trust funds, offshore funds, mutual funds, and remainder interest 
trusts. 

Level 3 – Financial assets and liabilities whose values are based on prices or valuation 
techniques that require inputs that are both significant to the fair value of the financial 
asset or financial liability and are generally less observable from objective sources. These 
inputs may be used with internally developed methodologies that result in management's 
best estimate of fair value. Instruments in this category can include investments in limited 
partnerships and remainder interest trusts. 
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SPAULDING FOR CHILDREN
Notes to the Financial Statements (Continued)

Year Ended September 30, 2018

NOTE:

3. Funds Held for Investment (Continued)

A financial instrument's categorization within the valuation hierarchy is based upon the lowest level of input 
that is significant to the fair value measurement. 

The following table presents financial instruments that are measured at fair value on a recurring basis as of 
September 30, 2018.

Total Level 1 Level 2 Level 3

Money market funds $ 212,086 $ 212,086 $ 0 $ 0
Fixed income 1,200,589 597,951 602,638 0
Equity securities 2,230,258 2,230,258 0 0
Beneficial interest in

remainder trust 120,000 0 0 120,000

$ 3,762,933 $ 3,040,295 $ 602,638 $ 120,000

Investment advisory fees for the year ended September 30, 2018 totaled $20,417. Activity among 
investment accounts for the year ended September 30, 2018 included a transfer of $9,154 from the 
permanently restricted Hearst endowment fund to unrestricted investment accounts. Investment account 
withdrawals during the year included a $6,000 withdrawal from Welch account and a $35,000 withdrawal 
from Hearst account.  Realized gains from investment accounts for the year ended September 30, 2018
totaled $125,007. Unrealized gains with investment accounts for the year ended September 30, 2018
totaled $640,023. Interest income from certificates of deposit totaled $1,428.

4. Permanently Restricted Net Assets - Endowments

Permanently restricted net assets at September 30, 2018 consists of donor-restricted endowments. From 
time to time, the fair value associated with individual donor-restricted endowment funds may fall below the 
level that the donor or SPMIFA (State of Michigan Prudent Management of Institutional Funds Act) requires 
the Agency to retain as a fund of perpetual duration. In accordance with accounting principles generally 
accepted in the United States of America, there were no such deficiencies on these endowments reported 
at September 30, 2018.

Interpretation of Relevant Law

The Board of Trustees of the Agency has interpreted the SPMIFA 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 Agency classifies as permanently restricted 
net assets (a) the original value of gifts donated to the permanent endowment, (b) the original value of 
subsequent gifts to the permanent endowment, and (c) accumulations to the permanent endowment made 
in accordance with the direction of the applicable donor gift instrument at the time the accumulation is 
added to the fund. Any donor-restricted endowment fund that would not be classified in permanently 
restricted net assets is classified as temporarily restricted net assets until those amounts would be 
appropriated for expenditure by the Agency in a manner consistent with the standard of prudence 
prescribed by SPMIFA. 

In accordance with SPMIFA, the Agency considers the following factors in making a determination to 
appropriate or accumulate donor-restricted endowment funds: (1) the duration and preservation of the fund, 
(2) the purposes of the Agency and the donor-restricted endowment funds, (3) general economic 
conditions, (4) the possible effect of inflation and deflation, (5) the expected total return from income and 
the appreciation of investments, (6) other resources of the Agency, and (7) the Agency's investment 
policies. 
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SPAULDING FOR CHILDREN
Notes to the Financial Statements (Continued)

Year Ended September 30, 2018

NOTE:

4. Permanently Restricted Net Assets – Endowments (Continued)

Return Objectives and Risk Parameters

The Agency has adopted an investment policy for donor-restricted endowment assets to achieve a 
consistent total rate of return (income and reinvested funds) within reasonable and prudent levels of risk 
that will generate a sufficient income stream while preserving and enhancing the original principal of funds 
invested.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives of the donor-restricted endowments, the Agency maintains
a well-diversified asset mix, which includes equity and debt securities, that is intended to result in a 
consistent inflation-protected rate of return that has sufficient liquidity to annually generate distributions that 
can eventually be released from restriction. Investment risk is measured in terms of the total endowment 
fund; investment assets and allocation between asset classes and strategies are managed to not expose 
the fund to unacceptable levels of risk. 

Spending Policy and How the Investment Objectives Relate to Spending Policy

The investments held for donor-restricted endowments have a spending policy of utilizing all of the net 
investment income for either unrestricted or temporarily restricted purposes, as the cash flows and other 
financial requirements dictate.

The endowment funds previously discussed in general terms consist of the following specific funds:

Michael Lucci Education Endowment Fund – This Fund was established by the Friends of Mike Lucci to 
honor him on the occasion of his 25th Annual Golf Tournament benefiting Spaulding for Children. The 
original contributions to this fund are permanently restricted. Current income and capital appreciation are to 
be used to award scholarships to children served by the Agency. Each year that income and appreciation is 
reclassified to temporarily restricted net assets, allowing the permanently restricted net asset balance to 
remain in perpetuity.

William Randolph Hearst Endowment Fund – The original contribution to this endowment fund remains 
permanently restricted but all current income and capital appreciation is used to provide additional 
resources to existing agency programs. Therefore, each year any increases in the investment fund 
associated with these endowed net assets are reclassified to unrestricted net assets.

Permanently restricted endowments throughout the year ended September 30, 2018 consist of the 
following:

Lucci Educational Endowment $ 163,389
Hearst Endowment Fund 200,000

Total permanently restricted net assets $ 363,389
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SPAULDING FOR CHILDREN
Notes to the Financial Statements (Continued)

Year Ended September 30, 2018

NOTE:

5. Temporarily Restricted Net Assets

At September 30, 2018 net assets with either time or purpose restrictions imposed by donors consist of the 
following: 

Wendy’s Wonderful Kids Program $ 105,000
Lucci Educational Endowment 33,294
Scholarship Fund 19,826
Beneficial interests in remainder trusts – see Note 8 120,000

Total temporarily restricted net assets $ 278,120

The Dave Thomas Foundation for Adoption provides funding for the Wendy’s Wonderful Kids Program that 
is restricted to cover costs of certain defined adoptions. The Scholarship Fund was established by a donor 
to subsidize the cost of secondary education for children that have been served by the Agency. Similarly, 
income and appreciation released from the permanently restricted Lucci Educational Endowment is also 
restricted for scholarship purposes. These amounts are maintained in specified investment accounts and 
any related income and capital appreciation is also restricted for the same purpose. An Agency committee 
awards the scholarships from time to time. During the year ended September 30, 2018, $119,900 was 
released from temporarily restricted net assets.

6. Pension and Deferred Compensation Plans

Defined Contribution Pension - The Agency has established a defined contribution pension plan known 
as the Employee Benefits Plan of Spaulding for Children. Under the terms of the plan the Agency is 
obligated to contribute 7% of eligible employee wages to the plan trust. Contributions for the year ending 
September 30, 2018, were approximately $166,000.

Eligible employees are employees of the Agency that have reached the age of twenty-one and have 
completed six months of service. Previous employment in a nonprofit, health, hospital or social services 
field within the three years of the date of employment with the Agency will qualify as service for the purpose 
of eligibility.

Benefits for employees are fully vested when a plan participant has completed two years of service. In total 
101 individuals were participants in or beneficiaries of the plan as of December 31, 2017, the end of the 
most recent plan year, although not all of these persons had yet earned the right to receive benefits.

Tax Deferred Annuity Deferred Compensation Plan – The Agency also has created a tax deferred 
annuity plan to receive voluntary contributions from employees. The plan allows employees to defer salary 
and wage income of up to $18,000 per year, plus an additional $6,000 per year for participants over 50 
years of age. The Agency has no obligation to make contributions in excess of amounts voluntarily 
contributed by employees through payroll withholdings. Substantially all employees are eligible to 
participate in this plan and employees are immediately vested in all their own voluntary contributions.
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SPAULDING FOR CHILDREN
Notes to the Financial Statements (Continued)

Year Ended September 30, 2018

NOTE:

7. Operating Leases

The Agency has one operating lease for occupancy of its administrative offices. The lease in force requires 
monthly payments of $21,435 through August 2019. The lease does not include any renewal options.
Rental expense for that lease was approximately $257,000 for the year ended September 30, 2018. 

The organization has entered several other office equipment leases expiring through September 2020.

Approximate future minimum lease payments under these agreements as of September 30, 2018 are as 
follows: 

2019 $ 285,000
2020 263,000
2021 7,000

$ 555,000

8. Beneficial Interest in Remainder Trusts

The Agency is one of several remainder beneficiaries of two charitable remainder unitrusts. Charitable 
remainder trusts provide for the payment of distributions to other designated beneficiaries over the trust 
term. At the end of the trust term, the remaining assets are available to the named charitable organizations 
for use. The Agency received a distribution from seven charitable remainder annuity trusts during the year 
ended September 30, 2018.

On an annual basis, the Agency revalues its beneficial interest in each remainder trust. Changes to the 
value of each beneficial interest are reported in the statement of activities as they occur. The present value 
of the estimated future payments is calculated using a discount rate of 8% over the fixed terms of each 
trust. The remaining terms of the trusts expire in five years.

9. Van Dusen Endowment Challenge Program

The Agency is a participant in the Community Foundation of Southeastern Michigan's (CFSM) Van Dusen 
Endowment Challenge Program. All contributions received into this endowment fund are invested and 
managed by the CFSM and as a result are not included in the Agency's financial statements. The Agency 
does receive from time to time grants, based on endowment earnings each year in perpetuity.

10. Related Party Transactions

During the year ended September 30, 2018, the Agency paid approximately $17,000 for consulting services 
to a former director of the Agency.
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INDEPENDENT AUDITORS’ 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

Board of Directors
Spaulding for Children
Southfield, Michigan

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 Spaulding for Children (a non-profit
corporation), which comprise the statement of financial position as of September 30, 2018, and the related 
statements of activities and cash flows for the year then ended, and the related notes to the financial 
statements, and have issued our report thereon dated January 22, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Spaulding for Children’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 Spaulding for Children’s internal control. Accordingly, we do not 
express an opinion on the effectiveness of the organization’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 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 did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Spaulding for Children’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 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.

1301 W. Long Lake Rd., Ste. 200
Troy, MI  48098-6319
t 248.952.0200 f 248.952.0290
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INDEPENDENT AUDITORS’ 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 (CONTINUED)

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.

Troy, Michigan
January 22, 2019



SPAULDING FOR CHILDREN

Supplementary Information

For The Year Ended

September 30, 2018
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Salaries $ 217,017

Employee benefits 56,946   

Payroll taxes 17,484

Total salaries and related expenses 291,447

Professional fees 845

Consultant fees 2,664

Computer network 2,243

Office supplies 1,823

Program (meeting) supplies 159

Rental and maintenance of equipment 2,124

Telephone 2,182

Postage and shipping 290

Occupancy 18,276   

Travel and local transportation 5,792

Out-state travel 534

Conference training 1,075

Family and client assistance 54

Insurance 2,959

Memberships 1,742

Miscellaneous expense 10,689

Total Expenses $ 344,898

See Independent Auditors' Report

For The Year Ended September 30, 2018

SPAULDING FOR CHILDREN

Adoption

Michigan Department of Human Services

Adoption Program Expenses
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Salaries $ 644,703   $ 0

Employee benefits 135,908   0

Payroll taxes 55,592 0

Total salaries and related expenses 836,203 0

Professional fees 8,695 0

Consultant fees 6,329 0

Computer network 15,012 0

Office supplies 8,584 0

Program (meeting) supplies 18,863 0

Rental and maintenance of equipment 9,949 0

Telephone 10,172 0

Postage and shipping 2,862 0

Occupancy 85,486     0

Advertising and recruitment 165          0

Travel and local transportation 27,187 0

Out of state travel 415

Conference training 1,975 0

Family and client assistance 13,581 0

Foster parent payments 0 746,573

Insurance 16,947 0

Memberships 8,146 0

Other project costs 100 0

Miscellaneous expense 26,336

Depreciation 403 0

Total Expenses $ 1,097,410 $ 746,573   

See Independent Auditors' Report

SPAULDING FOR CHILDREN
Michigan Department of Human Services

Foster Care Program Expenses

For The Year Ended September 30, 2018

Services Maintenance

Social

Foster Care Program



Page 19

Schedule of Expenditures of Federal Awards 

Federal

CFDA

Number

U.S. Department of Health and Human Services

Adoption Opportunities

National QIC Program 93.652 $ 5,487,741

CORE Program 93.652 760,663

Hospital-based Adoption Support Services (HBASS) 93.652 339,638

National Training Development 93.652 839,889

Pass-Through Adoption Exchange Association

AdoptUSKids Program 93.652 105,446

* Total Adoption Opportunities 7,533,377

Maternal, Infant, and Early Childhood Home Visiting Grant Program 

Pass-Through State of Michigan Department of Community Health

Healthy Families America Expansion Program 93.870 190,984

Total Maternal, Infant, and Early Childhood Home Visiting Program 190,984

Total U.S. Department of Health and Human Services 7,724,361

Total Expenditures of Federal Awards $ 7,724,361

* Designates Major Program as defined by Uniform Guidance - Section 200.510(b)

Note 1 - The Schedule of Expenditures of Federal Awards utilizes the same basis of accounting as the general

purpose financial statements and is presented in accordance with the requirements of the Uniform

Guidance.

Note 2 - Spaulding for Children did not receive any awards in the form of non-cash assistance, insurance,

loans, or other guarantees.

Note 3 - The expenditures of federal awards for the Adoption Opportunities program shown above includes

$2,420,195 of awards that were passed through to subrecipients of Spaulding for Children.

See Independent Auditors' Report.

SPAULDING FOR CHILDREN

Year Ended September 30, 2018

Total

2018

Federal Grantor/Pass-Through Grantor/Program Title Expenditures
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL 
CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Directors
Spaulding for Children
Southfield, Michigan

Report on Compliance for Each Major Federal Program

We have audited Spaulding for Children’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 Spaulding for 
Children’s major federal programs for the year ended September 30, 2018. Spaulding for Children’s major 
federal programs are identified in the summary of auditor’s results section of the accompanying schedule of 
findings and questioned costs. 

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its 
federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of Spaulding for Children’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 Spaulding for Children’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 Spaulding for Children’s compliance.

Opinion on Each Major Federal Program

In our opinion, Spaulding for Children 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 program 
for the year ended September 30, 2018.

Report on Internal Control over Compliance

Management of Spaulding for Children 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 Spaulding for Children’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 the 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 Spaulding 
for Children’s internal control over compliance.

1301 W. Long Lake Rd., Ste. 200
Troy, MI  48098-6319
t 248.952.0200 f 248.952.0290
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Report on Internal Control over Compliance (Continued)

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 purposes.

Troy, Michigan
January 22, 2019
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SPAULDING FOR CHILDREN
Summary of Auditors’ Results

Year Ended September 30, 2018

Financial Statements

I. Type of auditors’ report issued Unmodified Opinion

II. Internal control over financial reporting:

 Material weaknesses identified? No
 Significant deficiencies identified? None Noted

III. Noncompliance material to the financial statements noted No

Federal Awards

IV. Internal control over major programs:

 Material weaknesses identified? No
 Significant deficiencies identified? None Noted

V. Type of auditors’ report issued on compliance for major programs Unmodified Opinion

VI. Any audit findings disclosed that are required to be reported in accordance with
the Uniform Guidance? No

VII. Identification of major programs:

U.S. Department of Health and Human Services CFDA #

Adoption Opportunities 93.652

VIII. Dollar threshold used to distinguish between type A and type B programs: $750,000

IX. Auditee qualified as low-risk auditee? Yes
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SPAULDING FOR CHILDREN
Schedule of Findings, Questioned Costs, and Prior Year Findings

Year Ended September 30, 2018

There were no findings relating to the financial statements that are required to be reported in accordance 
with Government Auditing Standards.

There were no findings relating to federal award programs that are required to be reported in accordance 
with the Uniform Guidance.

There were no findings pertaining to the year ended September 30, 2017 and as such, a schedule of prior 
year findings and corrective action plan has not been prepared.




