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<> Guiding gou. Beyond the numbers.™

v,’/ Wegner CPAS

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Family Service Madison, Inc.
Madison, Wisconsin

We have audited the accompanying financial statements of Family Service Madison, Inc., which
comprise the statements of financial position as of December 31, 2014 and 2013, and the related
statements of activities and cash flows for the years then ended, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility -

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’'s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Family Service Madison, Inc. as of December 31, 2014 and 2013, and the changes
in its net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements as a
whole. The schedules of functional expenses are presented for purposes of additional analysis and are
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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.

Wegner CP#s, LLP

Wegner CPAs, LLP
Madison, Wisconsin
May 27, 2015



FAMILY SERVICE MADISON, INC.

STATEMENTS OF FINANCIAL POSITION

December 31, 2014 and 2013

ASSETS
Cash

Certificates of deposit

Receivables

Prepaid expenses
Note receivable

UC deposit

Security deposit
Deferred compensation

Investments

Beneficial interest in assets held by MCF
Property and equipment - net

Total assets

LIABILITIES

Accounts payable

Accrued payroll and related liabilities

Accrued vacation
Deferred revenue

Other accrued expenses
Deferred compensation
Security deposits

Notes payable

Total liabilities

NET ASSETS
Unrestricted

Board designated
Undesignated

Total net assets

Total liabilities and net assets

See accompanying notes.

2014 2013
$ 309,730 $ 104,925
- 10,512
173,525 178,468
13,309 39,053
- 95,233
69,221 72,333
3,300 3,300
64,599 62,362
776,769 675,994
80,582 81,768
930,911 965,542
$ 2,421,946 $ 2,289,490
$ 53946 $ 43311
144,776 99,041
48,735 50,066
3,721 3,613
31,132 6,195
83,799 62,362
9,290 9,290
425,648 444,729
801,047 718,607
1,362,614 1,278,575
258,285 292,308
1,620,899 1,570,883
$ 2,421,946 $ 2,289,490




FAMILY SERVICE MADISON, INC.
STATEMENTS OF ACTIVITIES
Years ended December 31, 2014 and 2013

2014 2013
UNRESTRICTED NET ASSETS
SUPPORT AND REVENUE
Grant revenue $ 2,442,690 $ 2445721
Fees 1,365,520 1,112,037
United Way and other contributions 177,936 171,032
Special events - 20,005
Rental revenue 148,116 144,562
Investment return 36,356 54,301
Agency endowment return 2,643 10,005
Other 10,926 3,990
Total unrestricted support and revenue 4,184,187 3,961,653
EXPENSES
Program services
Counseling and Psychotherapy Services 262,515 278,766
Alternatives to Aggression 329,746 352,381
In-Home Services 896,323 881,077
Steps to Success 301,099 307,365
Prevention Services 181,858 181,648
Bridges/Imagine A Child's Capacity 1,128,186 1,232,120
Educational Partnerships 385,943 221,977
Total program services 3,485,670 3,455,334
Management and general , 648,501 529,273
Total expenses 4134171 3,984,607
Released from restrictions - 13,000
Change in unrestricted net assets before other income 50,016 (9,954)
OTHER INCOME
Contribution from acquisition - 111,986
Change in unrestricted net assets 50,016 102,032
TEMPORARILY RESTRICTED NET ASSETS
Released from restrictions - (13,000)
Change in net assets 50,016 89,032
Net assets - beginning of year 1,670,883 1,481,851
Net assets - end of year $ 1,620,899 $ 1,570,883

See accompanying notes.



FAMILY SERVICE MADISON, INC.
STATEMENTS OF CASH FLOWS
Years ended December 31, 2014 and 2013

2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES :
Change in net assets $ 50,016 $ 89,032
Adjustments to reconcile change in net assets
to net cash flows from operating activities
Depreciation 102,199 106,182
Realized gain on sales of investments (52,674) (19,126)
Unrealized (gain) loss on investments 44,205 (12,799)
Agency endowment return retained in agency endowments (2,643) (10,005)
Contribution from acquisition - (111,986)
(Increase) decrease in assets
Receivables 4,943 (12,640)
Prepaid expenses 25,744 (10,240)
UC deposit 3,112 (6,900)
Deferred compensation (2,237) (31,162)
Increase (decrease) in liabilities
Accounts payable 10,635 31,824
Accrued payroll and related liabilities 45,735 45,504
Accrued vacation (1,331) 10,551
Deferred revenue 108 (21,155)
Other accrued expenses 24,937 2,200
Deferred compensation 21,437 31,162
Net cash flows from operating activities 274,186 80,442
CASH FLOWS FROM INVESTING ACTIVITIES
Interest earned retained in certificates of deposit (119) (145)
Redemption of certificates of deposit 10,631 =
Collection on note receivable 95,233 S
Purchases of property and equipment (67,568) (33,518)
Purchases of investments (655,405) (389,077)
Proceeds from sales of investments 563,099 367,205
Distributions from agency endowment 3,829 3,968
Cash transferred from acquisition - 5,102
Net cash flows from investing activities (50,300) (46,465)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of notes payable (19,081) (18,312)
Change in cash 204,805 15,665
Cash - beginning of year 104,925 89,260
Cash - end of year $ 309,730 $ 104,925
SUPPLEMENTAL DISCLOSURE
Cash paid for interest $ 17,986 $ 18,760
Noncash investing transactions
Property and equipment from acquisition - 40,866

See accompanying notes.



FAMILY SERVICE MADISON, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2014 and 2013

Family Service Madison, Inc. (FSM) is a nonprofit corporation that offers help to individuals and families
throughout south central Wisconsin through counseling services, support groups, and enrichment
programs. The significant accounting policies followed are described below to enhance the usefulness of
the financial statements to the reader.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES
Basis of Presentation

FSM is required to report information regarding its financial position and activities according to
three classes of net assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets.

Receivables

Receivables consist of amounts due from individuals, third-party payers, businesses, and
governmental agencies. FSM considers all receivables to be fully collectible. Accordingly, no
allowance for doubtful accounts is presented. If amounts become uncollectible, they will be
charged to operations when that determination is made.

Investments

FSM carries investments in marketable securities with readily determinable fair values and all
investments in debt securities at their fair values in the statements of financial position. Realized
and unrealized gains and losses are included in the change in net assets in the accompanying
statements of activities.

Property and Equipment

Purchases of property and equipment in excess of $1,000 are capitalized at cost. Depreciation is
provided using the straight-line method over three to forty years, the estimated useful lives of the
assets. In some instances, a funding source may have a reversionary interest in property and
equipment purchased with grant funds.

Government Grants

Certain programs of FSM are funded in part by service contracts with various government
agencies. Revenue from these contracts is based upon the actual cost of providing such services
up to the maximum amount specified in the contracts. Costs are allocated to these programs in
accordance with established procedures and are subject to audit by the government agency
contracted to fund such programs. No determination has been made regarding the effect, if any,
such audit could have on the financial statements.

Contributions

Contributions that are restricted by the donor are reported as increases in unrestricted net assets
if the restrictions expire (that is, when a stipulated time restriction ends or purpose restriction is
accomplished) in the reporting period in which the revenue is recognized. All other donor-
restricted contributions are reported as increases in temporarily or permanently restricted net
assets, depending on the nature of the restrictions. When a restriction expires, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the statements of
activities as net assets released from restrictions.
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FAMILY SERVICE MADISON, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2014 and 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)

Expense Allocation

The costs of providing various programs and other activities have been summarized on a
functional basis in the statements of activities. Accordingly, certain costs have been allocated
among the program services and supporting activities benefited. Immaterial amounts of
fundraising expenses are included in management and general expenses. The following program
services are included in the accompanying financial statements:

Counseling and Psychotherapy Services—The general counseling unit of FSM that provides
outpatient counseling and psychotherapy to individuals, families, and groups across a wide range
of problem areas and income levels.

Alternatives to Aggression—A program for men who have been abusive with their partners,
women who are victims/survivors of domestic abuse and have retaliated against abuse, children
who witness domestic abuse, and teens with aggressive behaviors.

In-Home Services—A counseling program for families designed to improve family functioning,
avoid placement of children outside the home, and improve family well-being.

Steps to Success—A comprehensive mental health day treatment program designed to help
middle school children develop the skills necessary to succeed in their home, school, and
community.

Prevention Services—Includes education, training, consultation, networking, outreach, and
community organization for all ages to reduce AODA risk factors and increase healthy influences.

Imagine A Child’s Capacity/Bridges—FSM subcontracted with Imagine a Child’s Capacity through
March 31, 2013. The Bridges program began April 1, 2013 due to the acquisition of Imagine A
Child's Capacity, Inc. These programs provide individualized therapy, education, and community
partnerships that foster inclusion, acceptance, and independence for children with special needs
and their families.

Educational Partnerships—Provides school consultation and training to school districts both
statewide and nationally. The program helps teachers, parents, and staff work together to offer
effective and innovative educational programming for students with autism and other learning or
behavioral needs.

Income Tax Status

FSM is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code. In
addition, FSM qualifies for the charitable contribution deduction under Section 170(b)(1)(A) and
has been classified as an organization other than a private foundation under Section 509(a)(2).
FSM's federal exempt organization returns are subject to examination by the Internal Revenue
Service, generally for three years after they are filed. With few exceptions, FSM is no longer
subject to such examinations for tax years before 2011.



FAMILY SERVICE MADISON, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2014 and 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)

Estimates

The preparation of financial statements 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 revenue
and expenses during the reporting period. Actual results could differ from those estimates.

Date of Management’s Review

Management has evaluated subsequent events through May 27, 2015, the date which the
financial statements were available to be issued.

NOTE 2 - INVESTMENTS

Investments consisted of the following:

2014 2013
Money market funds $ 34,010 $ 12,023
Mutual funds
Taxable fixed income 356,442 282,627
Domestic equities 313,642 329,438
International equities 72,675 51,906
Investments $ 776,769 3 675,994

The investments are uninsured and are subject to changes in economic market conditions. FSM’s
investment policy attempts to minimize the risk of credit exposure through portfolio diversification.

Investment return is summarized as follows:

2014 2013
Operational interest 3 580 $ 504
Interest and dividends 34,410 28,333
Realized gain 52,674 19,126
Unrealized gain (loss) (44,205) 12,799
Investment fees (7,103) (6,461)
Investment return $ 36,356 $ 54,301

NOTE 3 - NOTE RECEIVABLE

FSM had a note receivable from the Goodman Community Center (GCC). The note was non-
interest bearing and, while GCC complied with the note restrictions, the monthly payments were
forgiven and the principal balance of the note was reduced in proportion to the note payable
assumed by FSM. The unforgiven balance of the note was due upon the sale of the property or
discontinued use of the property as a teen center. GCC discontinued use of the property as a
teen center in March 2009. The note was repaid in June 2014. The balance of the note receivable
was $95,233 at December 31, 2013.



FAMILY SERVICE MADISON, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2014 and 2013

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

2014 2013
Land $ 140,470 $ 140,470
Land improvements 80,574 80,574
Building and improvements 1,938,936 1,904,421
Leashold improvements 39,288 39,288
Furniture and equipment 607,747 574,694
Vehicle 14,022 14,022
Property and equipment 2,821,037 2,753,469
Less accumulated depreciation 1,890,126 1,787,927
Property and equipment - net $ 930,911 $ 965542

Depreciation expense was $102,199 and $106,182 for 2014 and 2013.

NOTE 5 - AGENCY ENDOWMENTS

FSM established the Family Service Fund and the Centers for Prevention & Intervention Fund
(agency endowments) as component funds of the Madison Community Foundation (MCF)
through MCF’s Designated Agency Endowment Fund (Fund) program. Since the agency
endowment resulted from an internal designation and is not donor-restricted, it is classified and
reported as unrestricted net assets. The Fund provides an ongoing source of funding for a
specific charitable organization. MCF facilitates a 5% distribution to the designated agency. The
Fund grows through additional contributions and investment income.

Under the provisions of MCF’s governing instruments and applicable regulations, MCF’s board of
governors has the power to modify any restriction or condition on the distribution of funds for any
specified charitable purposes or to a specified organization if, in the sole judgment of the board,
such restriction or condition becomes, in effect, unnecessary, incapable of fulfillment, or
inconsistent with any distribution policy adopted by MCF or with the charitable needs of the
community served.

Contributions to the agency endowments and income earned thereon are accumulated in the
agency endowments. Annual distributions are made from the agency endowments to support the
agency designated at initiation of the fund. MCF maintains legal ownership of the assets of the
agency endowments, which are held and administered subject to the provisions of MCF’s
governing instruments.

The assets of the agency endowments are pooled and invested in either a diversified portfolio
with Commonfund or a socially responsive portfolio with Walden Asset Management. MCF has
adopted an investment policy that attempts to generate highly competitive investment returns that
support annual distributions while ensuring that each fund'’s principal growth equals or exceeds
the rate of inflation.



FAMILY SERVICE MADISON, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2014 and 2013

NOTE 5 - AGENCY ENDOWMENTS (continued)

FSM recognizes the fair value of contributions as support when received and recognizes transfers
to the agency endowments as decreases in cash and increases in an asset called beneficial
interest in assets held by MCF when the funds are transferred to MCF. Composition of and
changes in endowment net assets were as follows:

2014 2013
Board designated agency endowments - beginning of year $ 81,768 $ 75,731
Agency endowment return 2,643 10,005
Distributions (3,829) (3,968)
Board designated agency endowments - end of year $ 80,582 $ 81,768

NOTE 6 - NOTES PAYABLE
Notes payable consisted of the following:

2014 2013

4.125% note payable in monthly installments of $1,441

including principal and interest. The note matured in

February 2015, secured by the Olin property. It was

refinanced at 4.25% with monthly installments of

$1,460 including principal and interest and matures in

February 2020. $ 212,496 $ 220,835

4.125% note payable in monthly installments of $1,648

including principal and interest. The note matured in

February 2015, secured by the Fordem property. It

was refinanced at 4.25% with monthly instaliments of

$1,671, including principal and interest and matures

in February 2020. 213,152 223,894

Notes payable $ 425648 $ 444729

Future minimum payments for the years ending December 31 are as follows:

2015 $ 19,085
2016 20,689
2017 21,586
2018 22,521
2019 23,497
2020 318,270
Future minimum payments $ 425648

Interest expense was $17,986 and $18,760 for 2014 and 2013.
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FAMILY SERVICE MADISON, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2014 and 2013

NOTE 7 - LINE OF CREDIT
FSM has a revolving line of credit for $150,000, which was unused at December 31, 2014 and
2013. The interest rate is 3.25%. The line matures on February 15, 2020 and is secured by
FSM'’s assets.

NOTE 8 - BOARD DESIGNATED NET ASSETS

Board designated net assets consisted of the following:

2014 2013
Board designated for
Reserve - investment $ 776,769 $ 675994
Agency endowments 80,582 81,768
Property and equipment 505,263 520,813
Board designated net assets $ 1,362,614 $ 1,278,575

NOTE 9 - LEASING ARRANGEMENTS
FSM owns a building located at 128 East Olin Avenue, Madison, Wisconsin which is used for
program and administrative activiies. FSM owns a building located at 2000 Fordem Avenue,
Madison, Wisconsin. FSM leases space at both facilities to various nonprofit organizations.

Property held for leasing purposes consists of the following:

2014 2013
Land $ 57,332 $ 82,735
Land improvements 22,561 40,287
Building and improvements 641,118 1,016,952
Property held for leasing 721,011 1,139,974
Less accumulated depreciation 424,901 645,522
Property held for leasing - net $ 296,110 $ 494 452

Future minimum lease payments to be received for the years ending December 31 are as follows:

2015 $ 137,777
2016 141,910
2017 101,706
2018 79,627
2019 4,614

FSM leases office space in Madison, Wisconsin that requires monthly payments of $3,433 with
an annual increase of 2%, and expires February 2019. FSM also leases a copier under an
operating lease which expires December 2016. The lease requires monthly payments of $582.
Rent expense was $48,634 and $33,930 for 2014 and 2013.

11



FAMILY SERVICE MADISON, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2014 and 2013

NOTE 9 - LEASING ARRANGEMENTS (continued)

Future minimum lease payments for the years ending December 31 are as follows:

2015 $ 42,024
2016 49,854
2017 43,722
2018 44,596
2019 7,581

NOTE 10 - PENSION PLANS
FSM sponsors a 401(k) pension plan for employees who were employed as of the last day of the
year. Contributions to the plan are made at the discretion of the Board of Directors. Pension
expense for 2014 was $26,500. There were no contributions in 2013. FSM established a deferred
compensation 457(b) plan of the Internal Revenue Code of 1986 for certain key employees.
Deferred compensation expense for 2014 and 2013 was $19,200 and $12,000.

NOTE 11 - FAIR VALUE MEASUREMENTS
Fair values of assets measured on a recurring basis are as follows:

Quoted Prices in  Significant Other Significant

Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
Fair Value (Level 1) (Level 2) : (Level 3)
Money market funds $ 34,010 $ 34,010 $ - $ -
Mutual funds
Taxable fixed income 356,442 356,442 - s
Domestic equities 313,642 313,642 - -
International equities 72,675 72,675 - -
Beneficial interest in
assets held by MCF 80,582 - - 80,582
Totals - 2014 $ 857,351 3 776,769 3 - $ 80,582
Money market funds $ 12,023 $ 12,023 $ - $ -
Mutual funds
Taxable fixed income 282,627 282,627 - S
Domestic equities 329,438 329,438 - o
International equities 51,906 51,906 - =
Beneficial interest in
assets held by MCF 81,768 - - 81,768
Totals - 2013 $ 757,762 $ 675,994 $ = $ 81,768

Fair values for money market funds and mutual funds are determined by reference to quoted
market prices and other relevant information generated by market transactions.
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FAMILY SERVICE MADISON, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2014 and 2013

NOTE 11 - FAIR VALUE MEASUREMENTS (continued)

The beneficial interest in assets held by MCF represents an agreement between FSM and MCF
in which FSM transfers assets to MCF in exchange for future distributions. The beneficial interest
is not actively traded and significant other observable inputs are not available. Thus, the fair value
of the beneficial interest is measured at the proportional share of the underlying assets as
reported to FSM by MCF. Little information about those assets is released publicly. The estimated
value does not necessarily represent the amounts that may be ultimately realized due to the
occurrence of future circumstances that cannot be reasonably determined.

The following table presents additional information about assets measured at fair va_Iue on a
recurring basis using significant unobservable inputs related to the beneficial interest in assets

held by MCF:
2014 2013
Beginning balance $ 81,768 $ 75,731
Sales (3,829) (3,968)
Change in value of beneficial interest
included in change in net assets 2,643 10,005
Ending balance $ 80,582 $ 81,768

The change in value in beneficial interest included in change in net assets is reported as agency
endowment return on the statements of activities.

NOTE 12 - CONTINGENCIES
Economic Dependency

FSM receives approximately 58% of its support and revenue from Dane County Department of
Human Services.

Unemployment Compensation

FSM has elected to fund unemployment on a direct reimbursement basis. As required under the
Wisconsin Unemployment Reserve Fund, FSM has a $75,000 irrevocable letter of credit if it fails
to meet its monetary obligations under this election. The letter of credit expires December 31,
2015 and is secured by a general business security agreement. There was no outstanding
balance on the letter of credit at December 31, 2014 and 2013.

NOTE 13 - CONCENTRATIONS OF CREDIT RISK
FSM maintains its cash balances in one financial institution located in Madison, Wisconsin. The

balances are insured by the National Credit Union Administration up to $250,000. At December
31, 2014, FSM’s uninsured cash balances totaled approximately $40,000.
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