COVENANT TO CARE FOR CHILDREN, INC.

ER R R ]

REPORT ON AUDIT
JUNE 30, 2019 AND 2018






Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Covenant to Care for Children, Inc. as of June 30, 2019 and 2018, and the changes in its net
assets and 1ts cash flows for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 14, 2020 on
our consideration of Covenant to Care for Children, Inc.’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 Covenant to Care for Children, Inc.’s intemnal control over
financial reporting and compliance.
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Wethersfield, Connecticut
January 14, 2020



COVENANT TO CARE FOR CHILDREN, INC,

STATEMENTS OF FINANCIAL POSITION

JUNE 30,

ASSETS

Current Assets:
Cash and cash equivalents
Grants receivable
Prepaid expenses
Inventory
Total Current Assets

Other Assets:
Fixed assets, net
Security deposits
Total Other Assets

Total Assets

LIABILITIES AND NET ASSETS

Current Liabilities:
Accounts payable
Accrued payroll
Accrued vacation
Accrued interest
Loan obligation
Total Current Liabilities

Net Assets:
Without Donor Restrictions
With Donor Restrictions
Total Net Assets

Total Liabilities and Net Assets

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

2019 2018
$ 97,780 $ 134,020
6,860 6,500
4,159 4,113
556 3,745
109,355 148,378
31217 47218
3,005 3,005
34,222 50,223
143,577 198,601
7,322 5,542
7,906 14,824
6,367 6,150
0 142
0 42,914
21,595 69,572
44,826 16,265
77,156 112,764
121,982 129,029
$ 143,577 $ 198,601
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COVENANT TO CARE FOR CHILDREN, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30,

Cash Flows From Operating Activities:
Increase (Decrease) in net assets
Adjustments to reconcile increase (decrease) in net assets
to net cash flows from operating activities:
Depreciation
(Increase) Decrease in operating assets:
Grants receivable
Prepaid expenses
Inventory
Increase (Decrease) in operating liabilities:
Accounts payable
Accrued expenses
Net Cash Provided (Used) By Operating Activities

Cash Flows From Investing Activities:

Purchases of fixed assets
Net Cash Provided (Used) By Investing Activities
Cash Flows From Financing Activities:

Payments on line of credit
Net Cash Provided (Used) By Financing Activities
Increase (Decrease) In Cash And Equivalents

Cash And Cash Equivalents, Beginning

Cash And Cash Equivalents, Ending

Supplemental Disclosures:
Donated goods and services received
Interest paid

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

2019 2018
$  (7,047) $ 12,263
18,807 18,760
(360) 5,200
(46) 1,853
3,189 (3,745)
1,780 (4,752)
(6,843) 4,592
9,480 34,171
(2,806) 0
(2,806) 0
(42,914) (6,000)
(42,914) (6,000)
(36,240) 28,171
134,020 105,849
$ 97,780 $ 134,020
$ 305,197 $ 329,484
$ 1,617 $ 1,884
5.



COVENANT TO CARE FOR CHILDREN, INC.,

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Organization and Summary of Significant Accounting Policies:

Nature of Activities:

Covenant to Care for Children, Inc., (hereinafter the "Organization") is a nonprofit Connecticut
corporation established to connect social workers and other professionals with faith and/or community
based organizations throughout Connecticut, in order to provide programs, goods and services to abused,
neglected and impoverished children and to the families working to provide them with safe, nurturing
environments. Its goal is that children have the opportunity to become healthy and productive adults
through recreational, educational and social activities, foster parent recruitment and support, and child
welfare awareness.

Basis of Accounting and Financial Statement Presentation:

The financial statements have been prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America. The accrual basis of
accounting recognizes support and revenue when earned rather than when received and expenses when
incurred rather than when paid.

The organization 1s required to report information regarding its financial position and activities
according to two classes of net assets: without donor restrictions and with donor restrictions.

Recent Accounting Pronouncements:

Not-for-Profit Financial Statement Presentation:

During its most recent fiscal year, the Organization adopted ASU No. 2016-14 — Not-for-Profit
Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities. This guidance
is intended to improve the net asset classification requirements and the information presented in the
financial statements and notes about a not-for-profit entity’s liquidity, financial performance, and
cash flows. Main provisions of this guidance include: presentation of two classes of net assets
versus the previously required three; recognition of capital gifts for construction as a net asset
without donor restrictions when the associated long-lived asset is placed in service; and recognition
of underwater endowment funds as a reduction in net assets with donor restrictions. The guidance
also enhances disclosures for board designated amounts, composition of net assets without donor
restrictions, liquidity, and expenses by both their natural and functional classification.

A recap of the net asset reclassifications driven by the adoption of ASU 2016-14 as of June 30, 2018
follows:



COVENANT TO CARE FOR CHILDREN, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Organization and Summary of Significant Accounting Policies (cont.):

ASU 2016-14 Classifications

Without donor With donor Total Net
Net Assets Classifications restrictions restrictions Assets
As previously presented:
Unrestricted $ 16,265 0 16,265
Temporarily Restricted 0 112,764 112,764
Net assets as previously presented 16,265 112,764 129,029
Reclassifications to implement ASU 2016-14:
With Donor Restrictions 0 0 0
Net assets, as reclassified $ 16,265 112,764 129,029

Cash and Cash Equivalents:

All cash instruments with a maturity date of three months or less are considered as cash equivalents,
During the year the amount of cash in excess of F.D.I.C. insured limits varies as cash requirements
fluctuate. At June 30, 2019 and 2018, there were no uninsured balances.

Concentrations of Risk:

The Organization receives significant amounts of funding from the State of Connecticut. $256,687 and
$255,089 was received for the years ended June 30,2019 and 2018. Lack of such support would have a
material effect on the financial statements and would impact the Organization's ability to continue as a
going concern.

Income Taxes:

The Organization is a not-for-profit organization that is exempt from federal and state income taxes
under Section 501(c)(3) of the Internal Revenue Code and comparable state law. The Organization is a
publicly supported organization. There was no unrelated business income for the years ended June 30,

2019 and 2018.

Use of Estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, and disclosure of contingent assets and liabilities, at the date of the
financial statements and the reported amounts of support, revenue, and expenses during the reporting
period. Actual results may differ from those estimates.

7.



COVENANT TO CARE FOR CHILDREN, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Organization and Summary of Significant Accounting Policies (cont.):

Contributed Services:

Many individuals volunteer their time and perform a variety of tasks that assist the Organization, but
these services do not meet the criteria for recognition as contributed services. The Organization benefits
from more than 20,000 volunteer hours per year.

Donated Goods:

Donated goods consisting of food, clothing, and other donated items are valued according to Goodwill
thrift shop valuation guides. Donated goods are used for activities as described in the Organization’s
nature of activities. The value of donated goods received for the years ended June 30, 2019 and 2018
were $305,197 and $329,484, respectively.

Inventory:

Inventory consists of goods purchased with grant proceeds which are intended for distribution to needy
children. They are valued at cost.

Functional Allocation of Expenses:

The cost of providing various programs and supporting activities have been summarized on a functional
basis in the statement of activities. Program and activity costs specifically identifiable to them have been
allocated based on costs by function and natural classification. Also, those costs more specifically
related to supporting services (including fund raising) have been allocated accordingly. Other costs,
which benefit camp programs as well as supporting services, have been allocated based on their relative
benefit to specific cost centers.

Financial Assets and Liquidity Resources:

The Organization’s cash flows have seasonal variations during the year attributable to government grants
and donations from various donors. To manage liquidity, the Organization maintains a cash equivalent
investment fund which it can draw upon.

The Organization’s financial assets available within one year of the statement of financial position date
for general expenditures are as follows:



COVENANT TO CARE FOR CHILDREN, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Note 1 - Organization and Summary of Significant Accounting Policies (cont.):

June 30 2019
Cash and cash equivalents $ 97,780
Grants receivable 6,860
Total financial assets available within one year: 104,640
Less,
Donor restricted net assets (77,156)

Total financial assets available within one year
after donor restrictions: $ 27,484

As part of the Organization’s liquidity management, it structures its financial assets to be available as its general
expenditures, liabilities, and other obligations come due.

Note 2 - Grants Receivable:

Grants receivable consists of grants unconditionally pledged to the Organization.

Note 3 - Fixed Assets:

[t is the Organization's policy to capitalize material amounts of office equipment. Lesser amounts are
expensed. Purchased office equipment is capitalized at cost. Donations of office 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. Absent donor stipulations regarding how long those donated assets
must be maintained, the Organization reports expirations of donor restrictions when the donated or
acquired assets are placed in service as instructed by the donor. The Organization reclassifies
temporarily restricted net assets to unrestricted net assets at that time. Depreciation is calculated using
the straight-line method over the estimated life of the asset. Leasehold improvements are capitalized and
depreciated over the life of the lease using the straight-line method.

The following is a summary of fixed assets, accumulated depreciation, and depreciation expenses
charged to operations for the fiscal years ended June 30:



COVENANT TO CARE FOR CHILDREN, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2019
Note 3 - Fixed Assets (cont.):
2019 2018
Accum, Deprec. Accum. Deprec.
Basis Deprec. Exp. Basis Deprec. Exp.

Office equipment $ 15166 $11,593 § 3,059 $ 19639 $15813 § 3012
Leasehold 39,046 20,174 3,905 39,046 16,269 3,905
Delivery trucks 61,851 53,079 11,843 61,851 41,236 11,843

$ 116,063 $84,846 $18,807  $120,536 $ 73,318 § 18,760

Note 4— Net Assets with Donor Restrictions:

Net assets with donor restrictions consist of funds designated by donors for specific expenses.
The following is a summary of net assets with donor restrictions at June 30:

2019 2018
Food Pantry - AHCC $ 13,346 $ 10,345
Walmart Foundation 12,079 15,617
First Congregational Church of Madison 10,000 10,000
Wells Fargo 9,547 4,924
Auerbach Grant (HFPG) 5,500 1,171
Goldfarb Grant (HFPG) 5,000 0
Northwest CT Conununity Foundation 4,881 0
Wrobel Grant (HFPG) 3,749 7,243
People's United Community Foundation 3,500 8,500
CT. Dept. of Economic & Community Development 2,791 4,000
Dime Savings Bank 2,000 2,500
J. Walton Bissell 1,903 10,000
Strategic Planning (HEPG) 1,860 0
Lindberg Grant (HFPG) 1,000 1,000
Strategic Technologies Grant (HFPG) 0 7,451
Transitional Qperating Support (HFPG) 0 6,500
Beatice Fox Grant (HFPG) 0 5,500
Gen Re Corporation 0 5,000
Main Street Foundation 0 4,000
Community Foundation of Middlesex County 0 3,000
Elizabeth Raymond Ambler Trust 0 2,500
Community Foundation of Greater New Haven 0 1,872
Zavela Grant (HFPG) 0 1,505
Bishop's Fund for Children 0 76
Community Health Network Foundation 0 60

$ 77,156 $ 112,764




COVENANT TO CARE FOR CHILDREN, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Note 3 - Fair Value of Financial Instruments:

The Organization’s financial instruments consist of cash, grants receivable, and a line of credit
obligation. The Organization estimates that the fair value of all financial instruments, at June 30, 2019
and 2018 does not differ materially from the aggregate carrying values of its financial instruments
recorded in the accompanying statement of financial position.

Note 6 — Rents and Lease:

Rent consists of payments for office space in Hartford which was occupied effective March 1, 2014.
Rental payments for the years ended June 30, 2019 and 2018 were $30,768 and $30,748, respectively.
The lease is from March 1, 2014 through February 28, 2024.

At June 30, 2019 the minimum future rental payments under this lease are as follows:

Year Ended June 30, 2020 $ 29816
Year Ended June 30, 2021 30,312
Year Ended June 30, 2022 30,564
Year Ended June 30, 2023 31,068
Year Ended June 30, 2024 20,712

Total $ 142472

Upon expiration of the lease term at February 28, 2024, the Organization shall have the right to extend
the lease for one additional five (5) year period with a mutually agreed upon increase in rate.

The organization, effective October 1, 2017, is also renting additional storage space for $100 per month.
The terms are month to month.

Note 7 — Working Capital Loan:

The Organization had an available line of credit in the amount of $75,000 from the Greater Hartford
Business Development Center (HEDCO). The line was available through May 31, 2015 and was not
renewed by HEDCO. As of June 30, 2015, the obligation was recharacterized from a line of credit to an
open-ended loan obligation by HEDCO with no specific repayment terms. Because of the uncertain
repayment terms, the obligation was classified as current. The Organization owed $-0- and $42,914 for
the years ended June 30, 2019 and 2018, respectively. Interest was charged at the rate of 4%,

Note 8 — Evaluation of Subsequent Events:

The Organization has evaluated subsequent events through January 14, 2020 the date which the
financial statements were available to be issued.

11.






Compliance and Other Matters

As part of obtaining reasonable assurance about whether Covenant to Care for Children, Inc.’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 nstances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

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.

Kodhoe TRMAL e v

Wethersfield, Connecticut
January 14, 2020

13.



