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Jo Ann Kefly, CPA
PO Box 836
North Bend, WA 98045-0836

Independent Auditor’s Report

To the Board of Directors
Vashon Youth and Family Services
Vashon, Washington

| have audited the accompanying financial statements of Vashon Youth and Family Services {a nonprofit organization), which
comprise the statement of financial position as of December 31, 2013 and 2012, and 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 matetial misstatement,
whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinton on these financial statements based on my audit. | conducted my audit in accordance
with auditing standards generally accepted in the United States of America, Those standards require that T plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement,

Anaudit 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 ot 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, 1 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 overail
presentation of the financial statements,

I believe that the audit evidence | have obtained is sufficient and appropriate to provide a bagis for my audit opinion.
Opinion

in my opinion, the financial statements referred to above present fairly, in afl material respects, the {inancial pesition of Vashon
Youth and Family Services as of December 31, 2013 and 2012, and the changes in its net assets and its cash flows for the years
then ended in accordance with U.S. generally accepted accounting principles.

My audit was coenducted for the purpose of forming an opinion on the basic financial statements of Vashon Youth and Family
Services taken as a whole. The accompanying Schedule of Grants and Fees is presented for purposes of additional analysis
and is not a required part of the financial statements. Such information is the responsibility of maagement 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 my opinion, 1s fairly stated in alf material respects
in relation to the basic financial statements taken as a whole.

Ho e Robly, CPA
North Bend, Washington
July 21, 2014




Vashon Youth and Family Scrvices

Statement of Financial Position
December 31, 2013 and 2012

Assets

Cash and Cash Equivalents
Investments
Accounts Receivable
Grants and contracts
Client fees
Other
Prepaid Expense
Unconditional Promises to Give
Cash Restricted for Property Acquisition
Property and Equipment - net

Total Assets

Liabilities and Net Assets

Accounts Payable

Accrued Vacation

Due To Other Organizations
Refundable Tuition

Current portion long-term debt

Total Liabilities

Long-term Debt
Commitments and Contingencies

Net Assets
Unrestricted
Temporarily restricted

Total Net Assets

Total Liabilities and Net Assets

See notes to {inancial statements.
D

2013 2012

$ 45319 § 158,342
— 519
67,660 74,135
9,167 13,852
— 4,924
3,715 1,087
38,950 52,150
24,514 8,014
633.848 669.406
5 843,173 $ 982,429
$ 29512 % 25096
34,100 30,787
6,102 12,262

1,150 —

19,606 —
90,470 68,145
219.386 210,000
467,383 591,970
65,934 112,314
533,317 704.284
$ 843,173 $ 982.429
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Vashon Youth and Family Services

Statement of Cash Flows

Years Ended December 31, 2013 and 2012

Cash Flows from Operating Activities
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to Net
Cash from Operating Activities
Depreciation

Cash Provided (Used) By Changes in Operating
Assets and Liabilities
Accounts receivable
Prepaid expense & refundable deposit
Accounts payable
Accrued liabilities
Deposits and due others
Contribution of investment assets
Contributions restricted for long-term investment

Net Cash Provided (Used) by Operating Activities

Cash Flows from Investing Activities
Purchase of Equipment

Cash Flows from Financing Activities
Repayment of long-term borrowing
Proceeds of long-term borrowing
Collection of contributions restricted for long-term investment
Net Cash Provided (Used) by Financing Activities
Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

Supplemental Disclosure Of Cash Flow Information
Cash paid during the year for interest

See notes to financial statemcents,

6-

2013 2012
$(170,967)  § (21.516)
18,813 23,276
16,084 23,928
(2,628) (344)
4,417 (3,538)
3,314 1,752
(5,011) (28,769)
519 (519)
(3.300) (500)
(138.759) (6,230)
(3.256) (2.403)
— (40,000)
28,992 —
- 11,652
28,992 (28.348)
(113,023) (36,981)
158,342 195323
$45319  $158.342
$8.,400




Vashon Youth and Family Services
Notes to Financial Statements

Note I - Purpose of the Organization

Vashon Youth and Family Services was incorporated under the provisions of the Washington Nonprofit
Corporation Act on July 21, 1977. The Organization strives to empower Island families to raise thriving,
resilient children and youth by fostering a community of emotionally healthy, resourceful families and
individuals. Vashon Youth and Family Services accomplishes this by identifying needs, developing
positive opportunities for youth and families, and facilitating support services for them.

Further, the organization is to carry out any other educational or charitable purpose within the meaning
of Section 501¢(3) of the Internal Revenue Code.

The Organization receives primary funding through a variety of sources (see Schedule of Grants and Fees),
King County, through the Department of Community and Human Services funds counseling, community
projects, life skills, and substance abuse prevention. United Way funding helps {o support general and
specific Organization purposes. The US Department of Health and Human Services provides funding for
the Drug Free Communities Support Program. Additionally, Vashon Youth and Family Services works
with other nonprofits and public and private organizations to support specific programs.

Note 2 - Summary of Significant Accounting Policies

Basis of Accounting - The accompanying financial statements have been prepared on the accrual basis
of accounting which recognizes income in the period earned and expenses when incurred which is in
accordance with U.S. generally accepted accounting principles.

Basis of Presentation - Net assets and revenues, expenses, gains and losses are classified based on the
existence or absence of donor-imposed restrictions.  Accordingly, the net assets of the Organization and
changes therein are classified and reported as follows:

Unrestricted net assets - Includes all resources over which the Board of Directors has discretionary
control in carrying out the operations of the Organization.

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that may or will
be met either by actions of the Organization and/or the passage of time.

Revenues are reported as increases in unrestricted net assets unless use of the related assets is limited by
donor-imposed restrictions. Expenses are reported as decreases in unrestricted nel assets. Gains and
losses on investments and other assets or liabilities are reported as increases or decreases in unrestricted
net assets unless their use is restricted by explicit donor stipulation or by taw.




Vashon Youth and Family Services
Notes to Financial Statements

Note 2 - Summary of Significant Accounting Policies (continued)

Expirations of temporary restrictions on the net assets (i.e., the donor-stipulated purpose has been fulfilied
and/or the stipulated time period has elapsed) are reported as reclassifications between the applicable
classes of net assets. It is the Organization’s policy to record temporarily restricted contributions received
and expended in the same accounting period in the unrestricted net asset class activity.

Functional Allocation of Expenses - The Organization allocates its expenses on a functional basis among
its various programs, including fund-raising activities and support services. Costs that can be identified
with a specific program are allocated directly according to their natural expenditure classitication. Other
expenses that are common to several programs are allocated (o a program by predetermined percentages.
These percentages are primarily calculated based on staff time spent in the various programs.

Accounts and Grants Receivable - Accounts receivable arc stated at an amount management expects to
collect from outstanding balances for fees and grant amounts earned but not yet received as of the financial
statement date. The Organization writes off individual accounts receivable when they are determined to
be uncollectible. Management has evaluated outstanding balances and considers there to be no material
uncollectible accounts at December 31, 2013 or 2012.

Accrued Vacation Liability - Full-time employces working more than 1,040 hours annually are eligible
for compensated vacation time. Eligible employecs accrue vacation leave on a monthly basis, beginning
on their hire date. The annual accrual amount, which varies based on hours worked and lenpth of service,
is established at 12 to 20 days. Carryover of a maximum accrual of 240 hours is allowed, with any amount
over the maximum forfeited. Upon termination of employment a maximum of 120 hours will be paid out.

Property and Equipment - Fixed assets arc capitalized at cost, with depreciation provided for on the
straight-line method over the estimated useful lives of three to eight years. Buildings and improvements
are generally depreciated over useful lives of 30 to 40 years, Donations of property and equipment are
recorded as support at their estimated fair value. Such donations are reported as unrestricted support
unless the donor has restricted the donated asset to a specific purpose. The Organization capitalizes all
expenditures for equipment in excess of $1,000. Maintenance and repairs which neither materially add
to the value of the property nor appreciably prolong its lifc are charged to expense as incurred.
Depreciation is charged to the activity benefitting from the use of the property or equipment.

Federal Income Tax - The Organization has obtained tax exempt status under Section 501¢(3) of the
Internal Revenue Code and, accordingly, no provision for federal income taxes has been made.

Uncertainty In Income Taxes- Accounting principles generalty accepted in the United States of America
provide accounting and disclosure guidance about positions taken by an organization inits tax returns that
might be uncertain. Management has considered its tax positions and believes that all of the positions
taken by the Organization are more-likely-than not to be sustained upon examination,




Vashon Youth and Family Seyvices
Notes to Financial Statements

Note 2 - Summary of Significant Accounting Policies (continued)

The Organization files information returns in the federal U.S, jurisdiction. Federal returns for the previous
3 years remain subject to possible examination by the Internal Revenue Service.

Promises to Give - Contributions are recognized when the donor makes a promise to give to the Agency
that is, in substance, unconditional.

Donated Assets and Services - Noncash donations are recorded as contributions at their estimated fair
value at the date of the 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.

In-kind contributions are recorded as revenue and expenses at fair market value as of December 31, as
follows:

2013 2012
Salaries $127.455 $92.677
Supplies _ 3,100 .
Total $130.555 $92.677

In-kind salary expense is recorded based on direct service hours from interns utilized in counseling
programs. Additionally, many individuals volunteer their time and perform a variety of tasks to assist in
the Organization’s program services. These contributed services do not meet recognition criteria under
current accounting standards and, accordingly, are not reflected in the accompanying financial statements.

Donated Property - Donations of property are recorded as contributions at fair value at the date of
donation. Such donations are reported as increases in unrestricted net assets 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 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 nct assets at
that time.

Estimates - Preparation of financial statements in conformity with U.S. penerally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported amounts
of assets and liabilities and disclosures of contingent assets and liabilities as of the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates. Significant estimates included in the firancial statements tnclude
allowances on accounts receivable and unconditional promises o give, and useful lives of depreciable
assets.




Vashon Youth and Family Services
Notes to Financial Statements

Note 2 - Summary of Significant Accounting Policies (continued)

Cash and Cash Equivaleats - For purposes of the Statement of Cash Flows, the Organization considers
all highly liquid purchased debt instruments with a maturity of three months or less to be cash equivalents.
Cash represents operating cash held in bank accounts in financial institutions. Restricted cash represents
monies held pursuant to certain debt covenants and restricted purposes specified by donors.

Note 3 - Restricted Net Assets

Restrictions on net assets relate to contributions restricted as to program use by the donor. The
Organization had no permanenily restricted net assets. '

Temporarily restricted net assets at December 31 are available for the following purposes:

2013 2012
Counseling Programs $ 8,000 5} —
Property Acquisition and Maintenance 51,914 59,914
Vashon Health Center 1,020 13,220
Basic Needs 5,000 3,395
Early Learning and Parenting Programs — 35,785

$ 65,934 $112.314

Net assets were released from donor restrictions by incurring expenses satisfying the purpose specified by
donors:

2013 2012

Prevention Program 58 — $ 3,093
Early Learning and Parenting Programs 35,785 —

Vashon Health Center 38,035 8,922

Basic Needs 3,394 1,606

Property Acquisition and Maintenance 8,400 51,756

$85.614 366,377

Note 4 - Promises to Give

The Organization had conducted a fund-raising campaign related to the purchase of a building, which was
completed May 11,2011, primarily providing space for programs related to early childhood development.

The promises to give are restricted to the payment of costs associated with the purchase and maintenance
of the building.

Unconditional promises to give at December 31are as follows:

2015 2012
Capital Campaign 3 38.950 $ 52,150
Receivable in less than one year $ 38,500 $ 26,000
Receivable in one to five years 450 26,150
Total unconditional promises to give 5 38,950 $ 52,150

-10-




Vashon Youth and Family Services
Notes to Financial Statements

Note 5 - Property and Equipment

The major classes of depreciable assets as of December 31 consist of’

2013 2012
Furniture and equipment $ 90,441 $ 90,435
Building and improvements 500,896 500,896
Land . 346,500 346,500
937,837 937,831
Less accumulated depreciation - 283,989 268,425

563,848 $669.406

Note 6- Leased Property

Under terms of an agreement with the Vashon Island School District, Vashon Youth and Family Services
is authorized to use and occupy certain real property described as Vashon Island High School. The lease
requires the Organization to use the facilities as a family and youth services prograin center for Vashon
Youth and Family Services programming, a meeting and office facility, and a facility available for public
use as allowed by King County.

The term of the agreement is approximately 21 years, expiring in December 2021, with an option to extend
for 15 years. During the initial lease term, in leu of rent, Vashon Youth and Family Services shali
annually provide 500 hours of prevention/intervention services. Upon extension of the lease, Vashon
Youth and Family Services shall pay rent at a negotiated fair market rate.

Vashon Youth and Family Services has erected two distinct buildings on the real property. Upon lease
termination, Facility A shall be quit-claimed to Vashon Island School District; ownership of Facility B
remains with Vashon Youth and Family Services. The lcase agreerient contains other terms and
conditions in the event of recapture by the School District in accordance with RCW 28A.335.040
regarding the use of surplus school property.

The Organization entered into a noncancellable lease fora Ricoh copier, which is classified as an operating
lease. The commencement of the lease was January 1, 2010 with ar: initial term of 62 months through
February 28, 2015. Rent cxpense for the year ended December 31, 2013 and 2012 was approximately
$4,922 and $4,380 respectively. The approximate remaining miniruni annual lease payments are as
follows:

2014 $4.032
2015 A
§ 404

Note 7- Chemical Dependency (CD) Program Repayment Debt

CD program repayments reflected in these financial statements refer to a repayinent obligation stemming
from improperly documented billing subritted to King County and Title x1X for chiemical dependency
services delivered between March 1, 2012 and June 24, 2013. The repayment obligation is structured to
occur during fiscal years 2014 and 2015, and is recorded as short-term and long-term liabilities.

-1t-




Vashon Youth and Family Services
Notes to Financial Statements

Note 8 - Long-Term Debt

Long-term debt consists of:

Promissory note in the amount of $210,000 at 2013 and 2012. The note, dated May 9, 2011, bears an
interest rate of 4%, for a period of 5 years. Required monthly payments are interest only until maturity.
The note is collateralized by the capital campaign contributions and pledges and proceeds thereof.
Proceeds of the note were used to acquire and remodel property located at the northeast corner of Vashon

Hwy. SW and Gorsuch Rd. in Vashon, Washington.

Program repayment obligation with King County Mental Health, Chemical Abuse and Dependency
Services Division County Community Services, unsecured with 0% interest $11,000.

Program repayment obligation with Provider One, Title XX, unsecured with 0% interest $17,992

The following schedule of amounts due is based on the maturity dates per the debt agreements:

2014 $ 19,606
2015 3,386
2016 210.000

$238.992

Note 9 - Compliance and Confingencies

Vashon Youth and Farnily Services received a substantial portion ov'its support from various governmental
and charitable entities. Approximately 41% for 2013 and 34 % for 2012 of its annual budget is from two
sources. A significant reduction in the level of this support, if it were to oceur, might have an effect on
its programs and activities. Additionally, certain grants have various program requirements, as set forth
in the funding agreement. Failure to fulfill these conditions could result in the return of funds to the
grantors

Note 10 - Subsequent Event

Management has evaluated subsequent events through July 21, 2014, the date the {inancial statements were
available to be issued. No events have occurred which would have a raaterial effect on the financial
statements as of that date.

Note 11 - Prior Year Summarized Information

The financial statements included certain prior-year summarized comparative information in total but not
by net asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with generally accepted accounting principles. Accordingly, such information should be read
in conjunction with the organization’s financial statements for the year ended December 31, 2011, from
which the summarized information was derived.




Supplementary Schedule




Vashon Youth and Family Services
Schedule of Grants and Fees

Years Ended December 31, 2013 and 2012

King County

Department of Community and Human Services
Youth & Family Services
Mental Health Chemical Abuse Services
Alcohol & Drug Prevention Coalition
Vashon Housing Project

Community Development Block Grant
Housing Stability Project

U.S. Department of Health and Human Services
SAMHSA

Washington State Department of Social and Health Services
Licensed Child Care ‘

Superintendent of Public Instruction
Child and Adult Care Food Program

United Way
Community Funding

Navos
Title XI1X-Medicaid

Provider 1 -Title XIX
Other Contract Fees

Total Grants and Fees

13-

2013 2012
$36,821  $36,821
56,520 93,535
167,034 77,300
22,813 76,003
1,599 1,914
55,860 113,953
33,322 13,706
3,197 2,455
30,300 30,000
304,652 282,630
8,934 37,931
5,830 860
$726.882  $767.108
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Jo Ann Kelly, CPA
PO Box 836
North Bend, WA 98045-0836
Phone (206) 767-5403  Fax (206) 767-6430

Independent Auditor’s Report on Internal Control

To The Board of Directors and Management
Vashon Youth and Family Services

In planning and performing my audit of the financial statements of Vashon Youth and Family
Services as of and for the year ended December 31, 2013, in accordance with auditing standards in
the United States of America, | considered Vashon Youth and Family Services internal control over
financial reporting (internal control) as a basis to design audit procedures that are appropriate in the
circumstances for the purpose of expressing my opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Organization’s internal control.
Accordingly, I 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, ot a
combination of deficiencies in internal control, such that there is a reasonable possibility that a
material misstatement of the organization’s financial statements will not be prevented, or detected
and corrected, on a timely basis. I did not identify any deficiencies in internal control that I consider
to be material weaknesses.

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, 1 consider the following deficiencies in Vashon Youth and Family Services” internal
control to be significant deficiencies:

Review and Monitoring Procedures

Established monitoring and review procedures are identified in the existing written accounting
manual. [ noted several instances whereby documentation of the review of accounting schedules
and reconciliations was not evident. In order to make financial statements generated through the
accounting system as meaningful as possible, the Organization should document their review of
schedules reconciling the general ledger accounts for cash and receivables to supporting
documentation on a monthly basis. Specitic supervisory level personnel should be designated to
conduct these reviews and they would sign off on the reconciliation and/or schedule to indicate
his or her review.

During my audit I reviewed and discussed with management loan agreements that contained




Board of Directors and Management
Vashon Youth and Family Services
Page 2

numerous restrictions relating to the Agency’s assets and cash balances, 1 recommend that
management establish a summarization of the most restrictive loan requirements. This list can
be used to help ensure that the Agency remains in compliance with the applicable debt
instruments. Financial covenants should be monitored on an ongoing basis as a means of
avoiding possible violations and resolving any potential violations on a timely basis. To monitor
the covenants, the schedule noted above, should include columns for each month, which would
be initialed and dated to indicate that all covenants were reviewed for compliance on a timely
basis. If an instance of noncompliance were to be identified, the noncompliance would be
addressed by management, discussed with the lender, and an explanation of the action taken
should be attached to the schedule.

Control Environment

During the course of the audit several conversations were held with management and finance
personnel related to implementation of certain technical accounting pronouncements. Currently,
due to the size of the organization and budget constraints, they are not in the position to hire
additional personne] that would have the level of accounting knowledge and expertise that may
be required. The recommendation isthat the Agency consider obtaining this technical accounting
guidance through collaboration with another accounting firm regarding the initial implementation
of complex accounting standards. Additionally, controller services could possibly be obtained
on a contract basis. As the Agency continues to grow the importance of a technically proficient
controller becomes more important.

This communication is intended solely for the information and use of management, Board of
Directors, and others within the organization, and is not intended to be, and should not be, used by
anyone other than these specified parties.

JoAnn Kelly, CPA

North Bend, Washington
July 24, 2014
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To Whom It May Concern:

Board of Directors

Jay Williamson, President

Sophia de groen Stendahl, Vice President
Debra Nelson Taylor, Secretary

Mary Walker, Treasurer

George Butler, Immediate Past President
Lynne Ameling

Shirley Bonney

Marilyn Campbell

Chuck Hoffman

Rhoda Karusaitis

George Lewis

Laura Merchant

Susan Puz

Kathleen Barry Johnson, Executive Director

Regarding the Letter of Internal Control issued to the VYFS Board of Directors as a part of
our 2013 audit, we discussed the highlighted issues during the course of the audit and have

remedied them as follows:

® While we already maintain and follow a month-end check list that requires review of

the documentation noted here, we have updated our process to ensure that the
Executive Directors’ initials appear on all documents following the review, and the
acknowledged/reviewed documents are maintained for future audits.

Restrictive loan requirements; We have create a schedule itemizing by month the
balance due in the PSCCU account, which is the loan account at issue here. The
account is fully capitalized. The only withdrawals will be made by the note holder,
withdrawing an agreed-upon amount of interest each month, in keeping with the terms
of the promissory note,

Control environment: The discussion regarding controller capacity comes at a time
when our bookkeeper is planning her retirement, signifying a time of transition for the
agency. We will be investigating a contract relationship with local CPA firms, or the
possibility of hiring a different staffing configurations to meet the increasingly
sophisticated financial controls needs of the agency. In addition, we have agreed to
with our retiting bookkeeper to plan for a period of cross-over training for the next
hire, and that she will return after her retirement date to work as a contractor
specifically to update the Accounting Manual.

We feel these steps are sufficient to remedy the deficiencies identified in the 2013 audit and
will help to improve the fiscal operations of VYFS as a whole. I am happy to discuss our

progress with you or answer any additional questions you may have.

Kathleen Barry Johnson

United| &
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Vashon Youth and Family Services
PO Box 237
Vashon, Washington 98070

July 21, 2014

Jo Ann Kelly, CPA
PO Box 836
North Bend, WA 98045-0836

We are providing this letter in connection with your audit of the statements of financial position of Vashon
Youth and Family Services as of December 31, 2013 and 2012 and the related statements of activilies,
functional cxpenses, and cash flows for the years then ended, and the related notes to the financial
statements, for the purpose of expressing an opinion as lo whether the financial statements present fairly, in
all material respects, in accordance with accounting principles generally accepted in the United States.

Certain representations in this letter are described as being limited to matters that are material, llems are
considered material, regardless of size, if they involve anomission or misstatement of accounting information
that, in light of surrounding circumstances, makes it probable that the judgment of a reasonable person
relying on the information would be changed or influenced by the omission or misstatement. An omission
or misstatement that is monetarily small in amount could be considered matevial as a result of qualitative
factors,

We confirm, to the best of our knowledge and befief', as of July 21, 2014, the following representations
made to you during your audit,

Financial Statements

The financial statements referred to above are fairly presented in conformity with U.S. generally
accepted accounting principles and include ali assets and labilities under the organization’s
contsol,

We acknowledge our responsibility for 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 o fraud or emor. )

We acknowledge our responsibi lity for the design, implementation, and maintenance of internal
control to prevent and detect fraud.

Significant assumptions we used in making accounting estimates, includin ¢ those measure af fair
value, are reasonable. No subsequent event has occurred that would require adjustment in the
accounting estimates or disclosures included in the financiat statements,

We have reviewed long-lived assets for im painment whenever events or chan gesin circumstances

have indicated that the carrying amount of assets might not be recoverable. No such impairment
is believed to exist,

All events subsequent to the date of the financial statements and for which U.S, GAAP requires
adjustment or disclosure have been adjusted or discldsed.




Jo Ann Kelly, CPA
July 21, 2014
Page 2

The effects of uncorrected misstatements are inmaterial, both individually and in the aggregate,
to the financial statements as a whole. The uncorrected misstatements is are;
In-kind contribution of goods: not recorded VashonKids 1,100
not recorded $pecial Events. 1,277
In-kind contribution of goods overvalued  Office supplics (2,443)
All entries for in-kind contribution would have a

corresponding ¢ntry to expense, tiet cffect on income -$0-
Prepaid insurance adjustment not recorded t,100
Vacation payable under accrual ‘ (L.770)

Cumulative effect-understatement $ (670)

Information Provided

We have provided you witly:
a. Access to all information, of which we are aware, that is relevant to the preparation and fair
presentation of the financial statements, such as records and documentation.

b. Additional information that you have requested from us for the purpose of the audit,

¢. Unrestricted access to persons within the Organization from whom you determined it
necessary to obtain audit evidence,

d. Minutes of the meetings of the governing board or suminaries of actions of recent meetings
for which minutes have not yet been prepared,

All material transactions have been recorded in the accounting records and are reflected in the
financial stalements.

We have no knowledge of any fraud or suspected fraud that affects the organization and involves:
management; employees who have significant roles in internal control, or others where the fraud
could have a material effect on the financial statements.

We have no knowledge of any alfegations of fraud or suspected fraud affecting the organization’s
financial statements communicated by employces, former employees, grantors, regulators, or
others.

We have no knowledge ofany instances of noncom pliance or suspected noncompliance with laws
and regulations whose effects should be considered when preparing financial statements other than
that made known (o you and recorded in our financial statements, The noncompliance was related
to programs conducted through King County MHCADST and Provider One- Title XIX,

There are no known actual or possible litigation, claims, and assessment whose effects should be
considered when preparing the financial statements, other than those presented.




Jo Ann Kelly, CPA
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There are no known related parties or refated party relationships and transactions of which we are
aware,

We are responsible for compliance with the laws, regulations, and provisions of contracts and
grant agrcements applicable to us,

Vashon Youtl and Family Services is an exerpt organization under Section 50t(c)3) of the
Internal Revenue Code. There are no known activities of which we are aware that would
jeopardize the Organization’s tax-exempt status, and all activities subject to tax on unrelated
business income or excise or other tax. All required filings with tax authorities are up-to-date,

The Organization has no plans or intentions that may materially affect the carrying value or
classification of assets, liabilities, or net asset balances.

Signature

Title




