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Board of Directors 
Epworth Children & Family Services, Inc. 
Saint Louis, Missouri 
 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of Epworth Children & Family Services, Inc. (a 
nonprofit organization), which comprise the statements of financial position as of December 31, 2019 
and 2018, 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 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.  

 

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 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 audits 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 

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 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 

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 Epworth Children & Family Services, Inc. as of December 31, 2019 and 2018 and 
the changes in its net assets and its cash flows for the years then ended in conformity with accounting 
principles generally accepted in the United States of America. 

Other Matters 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of 
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required 
part of the financial statements. Such information is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the financial 
statements. The information has been subjected to the auditing procedures applied in the audit of the 
financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial 
statements or to the financial statements themselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America. In our opinion, the 
information is fairly stated, in all material respects, in relation to the financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated              
June 18, 2020, 
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 

 
 
Emphasis of a Matter 

As discussed in Note Q to the financial statements, in January 2020, the World Health Organization has 
declared COVID-
uncertainty of the situation, the duration of any organizational disruption and related financial impact 
cannot be reasonably estimated at this time. Our opinion is not modified with respect to this matter. 
 
 
 
Saint Louis, Missouri 
June 18, 2020 
 
 



Statements of Financial Position
December 31, 2019 and 2018

2019 2018
ASSETS

Cash and cash equivalents 966,964$        980,576$       
Investments, at fair value 5,889,288       5,213,538      
Accounts receivable, less allowance for doubtful

 accounts of $98,597 and $149,331, respectively 760,524 1,229,076      
Contributions receivable, less allowance 

for doubtful accounts of $0 and $56,536, respectively 58,475            97,709           
Grants receivable 744,332          791,978         
Prepaids and other assets 346,653          165,331         
Property and equipment, net 3,149,068       3,609,488      
Beneficial interest in trusts, at fair value 2,945,623       2,626,280      

TOTAL ASSETS 14,860,927$   14,713,976$   

LIABILITIES AND NET ASSETS

Liabilities
Accounts payable 83,157$          104,778$       
Accrued expenses 343,450          416,712         
Other liabilities 130,974          155,512         

Total Liabilities 557,581          677,002          

Net Assets
Without donor restrictions:

Undesignated 1,524,933       1,728,868      
Board designated 2,348,496       2,050,068      
Investment in property and equipment 3,149,068       3,609,486      

Total Without Donor Restrictions 7,022,497       7,388,422       

With donor restrictions 7,280,849       6,648,552      

Total Net Assets 14,303,346     14,036,974     

TOTAL LIABILITIES AND NET ASSETS 14,860,927$   14,713,976$   

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

EPWORTH CHILDREN & FAMILY SERVICES, INC.
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Statement of Activities
 For Year Ended December 31, 2019

Without Donor With Donor
Restrictions Restrictions Total

REVENUE AND PUBLIC SUPPORT
Revenue:

Fees for service 7,503,934$       -$                  7,503,934$       
Federal and state grants 1,193,200         -                    1,193,200         
Investment income, net of fees $31,697 467,803            586,660            1,054,463         
Other income 133,137            -                    133,137            

Total revenue 9,298,074         586,660            9,884,734         

Public support:
Contributions 632,135            274,382            906,517            
Special events 416,304            -                    416,304            
Change in value of perpetual trusts -                    319,343            319,343            
Legacies, bequests and trusts 217,773 -                    217,773            
In-kind rent 64,625              -                    64,625              
United Way of Greater St. Louis -                    643,931            643,931            

Total public support 1,330,837         1,237,656         2,568,493         

Net assets released from restrictions 1,192,019         (1,192,019)        -                   

TOTAL REVENUE AND PUBLIC SUPPORT  11,820,930       632,297            12,453,227       

EXPENSES
Program services:

Residential treatment 2,676,641         -                    2,676,641         
Supportive housing 1,605,542         -                    1,605,542         
Emergency shelter 975,417            -                    975,417            
Foster care 2,116,712         -                    2,116,712         
Older youth services 1,339,544         -                    1,339,544         
Family support services 1,056,848         -                    1,056,848         
Progressive youth connection 150,953            -                    150,953            
Psychological services 426,204            -                    426,204            

Total program services 10,347,861       -                    10,347,861       

Supporting services:
Management and general 1,564,050         -                    1,564,050         
Fundraising 740,973            -                    740,973            

Total supporting services 2,305,023         -                    2,305,023         

TOTAL EXPENSES 12,652,884       -                    12,652,884       

OTHER INCOME (EXPENSES)
Gain on sale of building 466,029 -                    466,029            

CHANGE IN NET ASSETS (365,925)           632,297            266,372            

Net assets, beginning of year 7,388,422         6,648,552         14,036,974       

Net assets, end of year 7,022,497$       7,280,849$       14,303,346$     

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

EPWORTH CHILDREN & FAMILY SERVICES, INC.
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Statement of Activities
 For Year Ended December 31, 2018

Without Donor With Donor
Restrictions Restrictions Total

REVENUE AND PUBLIC SUPPORT
Revenue:

Fees for service 7,571,034$       -$                  7,571,034$       
Federal and state grants 1,187,108         -                    1,187,108         
Investment income, net of fees $24,992 (224,839)           (208,368)           (433,207)           
Other income 94,678              -                    94,678              

Total revenue 8,627,981         (208,368)           8,419,613         

Public support:
Contributions 1,185,693         302,625            1,488,318         
Special events 474,315            -                    474,315            
Change in value of perpetual trusts -                    (435,602)           (435,602)           
Legacies, bequests and trusts 303,623 -                    303,623            
In-kind rent 70,500              -                    70,500              
United Way of Greater St. Louis -                    664,058            664,058            

Total public support 2,034,131         531,081            2,565,212         

Net assets released from restrictions 1,202,346         (1,202,346)        -                   

TOTAL REVENUE AND PUBLIC SUPPORT  11,864,458       (879,633)           10,984,825       

EXPENSES
Program services:

Residential treatment 3,057,998         -                    3,057,998         
Supportive housing 1,607,387         -                    1,607,387         
Emergency shelter 883,714            -                    883,714            
Foster care 2,130,982         -                    2,130,982         
Older youth services 1,277,918         -                    1,277,918         
Family support services 1,181,984         -                    1,181,984         
Progressive youth connection 360,010            -                    360,010            
Psychological services 411,577            -                    411,577            

Total program services 10,911,570       -                    10,911,570       

Supporting services:
Management and general 1,371,219         -                    1,371,219         
Fundraising 891,627            -                    891,627            

Total supporting services 2,262,846         -                    2,262,846         

TOTAL EXPENSES 13,174,416       -                    13,174,416       

OTHER INCOME (EXPENSES)
Gain on sale of building -                    -                    -                   

CHANGE IN NET ASSETS (1,309,958)        (879,633)           (2,189,591)        

Net assets, beginning of year 8,698,380         7,528,185         16,226,565       

Net assets, end of year 7,388,422$       6,648,552$       14,036,974$     

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

EPWORTH CHILDREN & FAMILY SERVICES, INC.
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Statements of Cash Flows
For Years Ended December 31, 2019 and 2018

2019 2018
Cash flows from operating activities:

Change in net assets 266,372$        (2,189,591)$    
Adjustments to reconcile change in net assets to

net cash provided by operating activities:
Depreciation 434,536       463,713       
(Gain) loss on disposal of property and equipment (466,029)      229              
Change in allowance for receivables (107,270)      112,539       
Change in value of beneficial interest in trusts (319,343)      435,602       
Net unrealized losses on investments (610,270)      630,564       
Net realized gains on investments (294,309)      (183,923)      
(Increase) decrease in assets and liabilities:

Accounts receivable 519,286       (361,150)      
Grants and contributions receivable 143,416       6,516           
Prepaids and other assets (181,322)      95,752         
Accounts payable (21,621)        (42,992)        
Accrued expenses and other liabilities (97,800)        77,601         

Net cash used in operating activities (734,354)         (955,140)         

Cash flows from investing activities:
Purchases of property and equipment (89,242)        (89,868)        
Proceeds from sale of long-term property 581,155       -               
Proceeds from sales of investments 719,545       279,260       
Purchases of investments (490,716)      (78,157)        

Net cash provided by investing activities  720,742          111,235          

Cash flows from financing activities
Payments on note payable -               (319,861)      

Net cash used in financing activities -                  (319,861)         

NET DECREASE IN CASH
AND CASH EQUIVALENTS (13,612)           (1,163,766)      

Cash and cash equivalents, beginning of year 980,576          2,144,342       

Cash and cash equivalents, end of year 966,964$        980,576$        

Supplemental disclosure:
Cash paid during the year for interest -$                2,812$            

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

EPWORTH CHILDREN & FAMILY SERVICES, INC.
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Note A - Operations and Summary of Significant Accounting Policies 

Operations 

Epworth Children & Family Services, Inc. ( Epworth ) is a not-for-profit 
charitable corporation that provides a wide array of services to children, youth and families in 
need, strengthening the capacity of each to thrive in society. For more than 150 years, Epworth 
has provided the community with essential youth development services that have helped 

innovative, holistic, and comprehensive treatment approach helps youth focus on solutions, 
build on inherent strengths and communicate more effectively. Youth and families turn to 
Epworth for foster care, emergency shelter, residential treatment, transitional living services, 
educational day treatment services, family support services, prevention services and 
psychological services each year. 
local, state and federal agencies, along with public contributions. 
 
In addition, Epworth is a member of the anency Partnership, LLC, a for-profit 
LLC, which provides foster care case management services to youth in the custody of the State 
of Missouri.   
 
Financial Statements Presentation 

The following is a description of the two classes of net assets of the Organization: 
 
Net Assets Without Donor Restrictions  Net assets available for use in the general operations 
and not subject to donor (or certain grantor) restrictions. The governing board has designated 
funds, from net assets without donor restrictions for specific operating purposes.  
 
Net Assets With Donor Restrictions  Net assets subject to donor-imposed restrictions that are 
either temporary or perpetual in nature. Temporary donor-imposed restrictions  will be met by 
events specified by the donor or the passage of time. Perpetual donor-imposed restrictions are 
indefinite, with the income from the contribution being available for expenditure, as defined by 
the donor. Donor-imposed restrictions are released when a restriction expires, that is, when the 
stipulated purpose for which the resource was restricted has been fulfilled.  
 
Donor-restricted contributions are reported as increases in net assets with donor restrictions. 
When a restriction expires, net assets with donor restriction are reclassified to net assets 
without donor restrictions and reported in the statements of activities as net assets released 
from restrictions. Donor-restricted contributions received and satisfied in the same year are 
reported as increases in contributions without donor restrictions.  
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Note A - Operations and Summary of Significant Accounting Policies (Continued) 

Basis of Accounting 

The accompanying financial statements have been prepared on the accrual basis of accounting 
in accordance with accounting principles generally accepted in the United States of America 
and accordingly, reflect all significant receivables, payables and other liabilities. Revenues and 
expense are recognized in the period which they are earned or incurred. 
 
Change in Accounting Principle 

In June 2018, the FASB issued ASU 2018-08, Not-for-Profit Entities (Topic 958), Clarifying the 
Scope and the Accounting Guidance for Contributions Received and Contributions Made. The 
ASU clarifies and improves guidance for contributions received and contributions made and 
provides guidance to organizations on how to account for certain exchange transactions. This 
change is preferable in that it clarifies whether to account for transactions as contributions 
(nonreciprocal) or as exchange (reciprocal) transactions. In addition, it clarifies whether a 
contribution is conditional. As a result, it enhances comparability of financial information among 
not-for-profit entities. The change in accounting principle was adopted under the modified 
prospective in 2019. No restatement of prior amounts were recognized in the 2019 financial 
statements.   
 
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (ASC 
606). This guidance outlines a single, comprehensive model for accounting for revenue from 
contracts with customers. The standard was adopted on January 1, 2019. The Organ
program revenue is generated substantially from providing youth services, including counseling, 
foster care services, and mental and behavioral health services, as well as holding special 
events to raise funding for programs. The revenue for services provided is recognized over time 
as services are provided to clients. rom special events is 
recognized over time as the recipient receives benefits from events. The timing of revenue 
recognition was not affected by the new standard.  
 
Cash and Cash Equivalents 

For purposes of the statement of cash flows, the Organization considers all highly liquid 
financial instruments, excluding cash held in the investment accounts, with a maturity as of the 
financial statement date of three months or less to be cash equivalents. The Organization 
maintains cash balances at various major domestic financial institutions in amounts that at times 
may exceed federally insured limits. The Organization has not incurred any losses as a result of 
the excess balances. 
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Note A - Operations and Summary of Significant Accounting Policies (Continued) 

Accounts and Grants Receivable 

Accounts and grants receivable are fees for services and grants which are stated at the amount 
management expects to collect from outstanding balances. Invoices are considered past due 
once they are outstanding over 30 days. Management provides for probable uncollectible 
amounts through a charge against earnings and a corresponding increase in a valuation 
allowance based on its assessment of the current status of individual accounts. Balances still 
outstanding after management has used reasonable collection efforts are written off through a 
reduction in the valuation allowance and the receivable. 
 
Investments 

Investments are stated at fair value. Investment income is recognized when earned. 
 
Property and Equipment 

Property and equipment in excess of $1,000 is recorded at cost or, if received by gift or bequest, 
at the market value at the date of donation. If the donors stipulate how long the assets must be 
used, the contributions are recorded as restricted support. In absence of such stipulations, 
contributions of property and equipment are reported as support without donor restrictions. In 
2019 or 2018, the Organization did not receive contributions of property and equipment 
considered restricted support. 
 
Depreciation is recorded on the straight-line basis over the estimated useful lives of the assets 
as follows: buildings and improvements, five to thirty years; furniture and equipment, three to 
fifteen years; automobiles, five years; and computers and software, three to five years. 
Expenditures for major renewals and improvements, which increase the useful lives of 
respective assets, are capitalized. Maintenance and repairs are expensed as incurred.  
 
Impairment of Long-Lived Assets 

Long-lived assets are reviewed for impairment whenever events or changes in circumstances 
indicate that the carrying amount may not be recoverable. If the sum of the expected future 
undiscounted cash flows is less than the carrying amount of the asset, a loss is recognized for 
the difference between the fair value and the carrying value of the asset. For the year ended 
December 31, 2019 and 2018, management determined that no impairment loss needs to be 
recognized. 
 
Other Liabilities 

Other liabilities primarily consists of a medical claims reserve for employee health insurance. As 
the Organization is self-funded for medical insurance purposes, a medical claims reserve has 
been established to capture the estimated incurred, but not reported claims liability. This reserve 
amounted to $110,000 for each of the years ended December 31, 2019 and 2018. 



EPWORTH CHILDREN & FAMILY SERVICES, INC.

Notes to Financial Statements - Continued 
December 31, 2019 
 
 

-12- 

Note A - Operations and Summary of Significant Accounting Policies (Continued) 

Contributions 

The Organization recognizes contributions as revenue when an unconditional promise is made. 
All contributions are considered to be available for unrestricted use unless specifically restricted 
by the donor. Amounts received that are designated for future periods or restricted by the donor 
for specific purposes are reported as support with donor restrictions that increase the related net 
asset class. Support is released from restrictions once timing or donor stipulations have been 
satisfied.  
 
In addition to receiving cash contributions, the Organization receives in-kind contributions of 
rental space and other items from donors. It is 
fair value of certain in-kind donations as an expense in its financial statements and similarly 
increase in contribution revenue by a like amount. The Organization records those donations if 
their value is readily ascertainable and if the services performed require expertise.  
 
Conditional promises to give, cash and other asset are recognized and recorded as revenue as 
the conditions are met. 
 
Revenue Recognition 

Fees for professional services and special events ticket sales are recognized when the 
satisfaction of the contractual performance obligation is met. The performance obligation is met 
upon completion of the service or at the time of the event. Fees for professional services 
received in advance are deferred to the applicable period in which the related services are 
performed. Fees for professional services rendered represents the estimated realizable 
amounts from clients and others for services rendered. 

 
Functional Expense Allocation 

The Organization allocates expenses on a functional basis among various programs and 
supporting activities. Expenses that can be identified with a specific program and supporting 
activities are allocated directly according to their natural expenditure classifications.  
 
Certain categories of expenses are attributable to more than one program or supporting function 
and are allocated on a reasonable basis that is consistently applied. The expenses that are 
allocated are salaries and benefits, professional fees, supplies, food service expense, telephone 
expense, utilities, printing and postage, repairs and maintenance, training and travel, automobile 
expense, insurance, interest, based debt, debt, and rent. The allocable expenses are allocated 
based on time and effort estimates for the various departments. Depreciation expense is 
allocated based on the location at which the asset is utilized. 
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Note A - Operations and Summary of Significant Accounting Policies (Continued) 

Donated Services and Goods 

The Organization records donated services and goods in accordance with FASB ASC 958-605, 
Revenue Recognition. As such, donated services are recognized when the service either 
creates or enhances a non-financial asset or requires specialized skill that would be purchased 
if the service was not donated. There were no such services during the years ended December 
31, 2019 and 2018.  
 
Additionally, the Organization records donated goods as support at their estimated values, if 
determinable. For the year ended December 31, 2019 and 2018, the Organization received 
donated rent valued at $64,625 and $70,500, respectively. During the years ended December 
31, 2019 and 2018, the Organization received $0 of donated assets.  
 
Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect 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 revenues and expenses during the reporting period. Actual results could differ from 
those estimates. 
 
Tax Status 

The Organization constitutes a qualified not-for-profit organization under Section 501(c)(3) of 
the Internal Revenue Code and is, therefore, exempt from federal income taxes.  
 
In that regard, the Organization has evaluated its tax positions, expiring statutes of limitations, 
audits, proposed settlements, changes in tax law and new authoritative rulings and believes that 
no provision for income taxes is necessary, at this time, to cover any uncertain tax positions.   
 
Subsequent Events 

The Organization evaluated all subsequent events through June 18, 2020, the date the financial 
statements were available to be issued.  
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Note B - Liquidity and Availability of Resources 

Financial assets available for general expenditure, that is, without donor or management 
restrictions limiting their use, within one year of the statement of financial position date, 
comprise the following: 
 
 2019  2018 

Cash and cash equivalents $    966,964  $    980,576 
Accounts receivable 760,524  1,229,076 
Grants receivable 744,332  791,978 
Contributions receivable 58,475  97,709 
Less non-current annuities (35,475)  (73,480) 
Endowment spending-rate distributions and  

appropriations (5%) 68,463  59,512 
Board-designated investment distributions and  

appropriations (5%) 117,425  102,503 
Estimated distributions from beneficial interests in  
    assets held by others 100,000  127,000 
Less cash and receivables with donor restrictions  (1,019,668)  (662,358) 

 $ 1,761,040  $ 2,652,516 
 
In addition to the above resources, the Organization also holds a $500,000 line-of-credit with a 
maturity date of June 30, 2020. See Note I for more information on the line-of-credit.  
 
The Organization has an endowment fund in which the investment income is restricted for 
building maintenance and improvements. The Organization has adopted a 5% spending policy 

ending December 31, 2019, the Organization may withdraw up to $108,577 to assist with 
building maintenance and improvements.   
 
The Organization has a board-designated investment fund with an annual spending rate of 5% 
as described in Note L. Although the Organization does not intend to exceed the spending 
policy rate, these amounts could be made available, if necessary.  
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Note C - Contributions Receivable 

At December 31, 2019 and 2018, contributions receivable was as follows: 
 
 2019  2018 

Short-term contributions receivable $    23,000  $     80,765 
Annuities receivable 35,475  73,480 
Allowance for uncollectible accounts      -  (56,536) 

 $    58,475  $     97,709 
 
Substantially all short-term contributions receivable are expected to be collected within one 
year.  
 

Note D - Conditional Contributions Receivable  

 The Organization receives funding from various funders on a unit-based reimbursement basis. 
The agreements require the fulfillment of certain conditions and performance obligations prior to 
requesting funding. Failure to fulfill the conditions could result in the return of the funds or 
release of the funds.  

 
 In addition, the Organization receives various forms of governmental funding contingent on 

meeting specific cost and compliance guidelines prior to receiving funding.  
 
 No amounts have been reflected in these financial statements for the conditional promises to 

give until conditions are satisfied. 
 

Note E - Prepaid and Other Assets 
 

At December 31, 2019 and 2018, prepaid and other assets were as follows: 
 
 2019  2018 

Prepaid expenses $   123,767  $   149,525 
Prepaid payroll costs 176,642       - 

  46,244  15,806 

 $   346,653  $   165,331 



EPWORTH CHILDREN & FAMILY SERVICES, INC.

Notes to Financial Statements - Continued 
December 31, 2019 
 
 

-16- 

Note E - Prepaid and Other Assets (Continued) 
 

partnership assets for which it is a member and is calculated using the equity method of 
accounting.  

 
On April 22, 2005, the Organization became a member of the Childre
Partnership, LLC, which entitles the Organization to a percentage of the overall earnings based 
on their case load. As of December 31, 2019 and 2018, the Organization was a 35% member of 
the for-profit entity. Although ownership in the Limited Liability Corporation reflects a 
noncontrolling interest, the percentage of ownership can fluctuate and, as a result, the 
Organization accounts for this investment under the equity method. 
 

Permanency Partnership, LLC, as of and for the years ended December 31, 2019 and 2018 : 
 
 Unaudited  Unaudited 
 2019  2018 

Total assets $       869,919  $       833,044 

Total liabilities $       615,050  $       666,137 

 $       254,869  $       166,907 

Revenue $  15,422,589  $  15,174,736 

Net income (loss) $         82,852  $      (309,963) 
 

Note F - Beneficial Interest in Trusts 

The Organization is a named beneficiary of irrevocable deferred gifts. These amounts are held 
by third-party trustees and are included in net assets with donor restrictions by the Organization. 
At December 31, 2019 and 2018, these assets, including investments and real estate, were 
valued at $2,945,623 and $2,626,280, respectively. 
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Note G - Property and Equipment 
 

Property and equipment at December 31, 2019 and 2018, are comprised of the following:  
 
 2019  2018 

Land, buildings and improvements $   9,729,197  $ 10,120,517 
Furniture and equipment 1,133,483  1,134,902 
Computers and software 801,142  801,142 
Automobiles   233,026  222,903 
Construction in progress 5,000         - 
 11,901,848  12,279,464 
Less:  accumulated depreciation (8,752,780)  (8,669,976) 

 $   3,149,068  $   3,609,488 
 
The Organization leases a major portion of its land at no 
United Methodist Church, a related party. In the event the Organization resolves to vacate this 

invest the proceeds in a new site for the Organization under similar lease terms or reimburse 
the Organization for the fair value of the buildings and the improvements it made on the leased 
property. For the years ended December 31, 2019 and 2018, Epworth has recorded an 
estimated fair value for this lease of $64,625 and $70,500, respectively, as both in-kind 
contribution income and rent expense. Subsequent to year end, the land associated with this 
lease was donated to the Organization.  
 
On February 4, 2014, the Organization entered into a Missouri Affordable Housing Credit 
Program agreement with the Missouri Housing Development Commission. As a part of the 
agreement, the Organization  building utilized by the YES program is subject to a 10-year Land 
Use Restriction Agreement. Under the agreement, Epworth must operate, maintain, and 
manage the building as a homeless shelter under the YES program. Subsequent to year end, 
the property associated with the restriction was sold and the restriction was transferred to a new 
building housing the program.   
 

Note H - Defined Contribution Plan 

their 
wages and receive a discretionary match on those deferrals not to exceed federal limits. 
Employees are eligible to enroll upon completion of their first year of service (12 months) and 
1,000 work hours following their date of hire. If an employee does not meet the eligibility 
requirements in the first 12 months after hire, s/he can meet these requirements if 1,000 hours 
are worked in the following calendar year. Enrollment entry dates are January 1 or July 1 of the 
plan year.   
 
The plan is a 2-year vesting plan. Epworth matches a maximum of 50% of the first 3% 
contributed by the employee. The Organization made matching contributions of $30,396 and 
$40,183 for the years ending December 31, 2019 and 2018, respectively. The Organization did 
not make a discretionary contribution to the 401(k) plan during 2019 or 2018. 
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Note I - Line-of-Credit 

During the year ended December 31, 2019, the Organization renewed its $500,000 line-of-credit 
agreement with U.S. Bank, which matures on June 30, 2020. The interest rate on the line was 
3.875% and 4.63% as of December 31, 2019 and 2018, respectively. The balance is 
collateralized by property and receivables. As of December 31, 2019 and 2018, there was no 
balance outstanding on the line-of-credit.  

 
Note J - Fair Value Measurements of Assets and Liabilities 

The Organization follows FASB ASC 820-10, Fair Value Measurements and Disclosures. FASB 
ASC 820-10 establishes a framework for measuring fair value and expands disclosures about 
fair value measurements.   
 
FASB ASC 820-10 defines fair value as the price that would be received to sell an asset or paid 
to transfer a liability in an orderly transaction between market participants at the measurement 
date. FASB ASC 820-10 also establishes a fair value hierarchy, which requires an entity to 
maximize the use of observable inputs and minimize the use of unobservable inputs when 
measuring fair value. The standard describes three levels of inputs that may be used to 
measure fair value: 
 

 Level 1:  Quoted prices in active markets for identical assets or liabilities. 
 
 Level 2:  Observable inputs other than Level 1 prices, such as quoted prices for similar assets 

or liabilities, quoted prices in active markets that are not active, or other inputs that are 
observable or can be corroborated by observable market data for substantially the full term of 
the assets or liabilities. 

 
 Level 3:  Unobservable inputs that are supported by little or no market activity and that are 

significant to the fair value of the assets or liabilities.  
 

Following is a description of the valuation methodologies used for instruments measured at fair 
value on a recurring basis and recognized in the accompanying statements of financial position, 
as well as the general classification of such instruments pursuant to the valuation hierarchy. 
 

 Common stocks, corporate bonds and U.S. government securities:  Valued at the closing price 
reported on the active market on which the individual securities are traded. 

 
 Mutual Funds:  Valued at the net assets value (NAV) of shares held at year end. 
 
 Beneficial interests in trusts:  Measured at fair value on a recurring basis using significant third-

party 
investment. 

 
Management determines the fair value measurement valuation policies and procedures, which 
are subject to Board assessment and approval. At least annually, management determines if 
the current valuation techniques used in fair value measurements are still appropriate. 
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Note J - Fair Value Measurements of Assets and Liabilities (Continued) 

The Organization recognizes transfers between levels in the fair value hierarchy at the end of 
the reporting period. There were no transfers between levels for the year ending December 31, 
2019 and 2018. 
 
The following table present the fair value measurements of investments recognized in the 
accompanying statement of financial position measured at fair value on a recurring basis and 
the level within the FASB ASC 820-10 fair value hierarchy in which the fair value measurements 
fall at December 31, 2019 and 2018: 
 

 
Description Level 1 

 
Level 2 

 
Level 3 

 Balance 
12/31/2019 

Investments:        
  Money market funds $       95,803  $          -  $         -  $       95,803 
  Domestic exchange funds 191,909  -  -  191,909 
  Domestic mutual funds 2,303,117  -  -  2,303,117 
  International mutual funds 1,048,018  -  -  1,048,018 
  Credit funds 206,213  -  -  206,213 
  Diversified taxable mutual 

funds 1,879,593 
 

- 
 

- 
 

1,879,593 
  Taxable high yield funds 76,234  -  -  76,234 
  Domestic preferred stock 67,021  -  -  67,021 
  Emerging markets 21,380  -  -  21,380 

Total - Investments $  5,889,288  $           -   $          -  $  5,889,288 

Beneficial interest in trusts  $          -       $           -  $  2,945,623  $  2,945,623 
 

 
Description Level 1 

 
Level 2 

 
Level 3 

 Balance 
12/31/2018 

Investments:        
  Money market funds $     159,882  $          -  $          -  $     159,882 
  Domestic exchange funds 154,609  -  -  154,609 
  Domestic mutual funds 1,894,664  -  -  1,894,664 
  International mutual funds 861,534  -  -  861,534 
  Credit funds 194,012  -  -  194,012 
  Diversified taxable mutual 

funds 1,795,792 
 

- 
 

- 
 

1,795,792 
  Taxable high yield funds 71,376  -  -  71,376 
  Domestic preferred stock 61,084  -  -  61,084 
  Emerging markets 20,585  -  -  20,585 

Total - Investments $  5,213,538  $           -   $          -  $  5,213,538 

Beneficial interest in trusts  $          -       $           -  $  2,626,280  $  2,626,280 
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Note J - Fair Value Measurements of Assets and Liabilities (Continued) 

The following is a reconciliation of the beginning and ending balances for assets measured at 
fair value on a recurring basis using significant unobservable inputs (Level 3) during the year 
ended December 31, 2019 and 2018: 
 
 2019  2018 

Beginning balance $  2,626,280  $  3,061,882 
Increase (Decrease) in fair value       319,343       (435,602) 

Ending balance $  2,945,623  $  2,626,280 
 

Note K - Endowment Funds 

The Organization follows the Uniform Prudent Management of Institutional Funds Act 
(UPMIFA). -designated funds; there were 
no board designated endowment funds during 2019 or 2018. The named endowment funds are 
for general operating purposes except for the Odom funds, the earnings of which are restricted 
for building maintenance and improvements.  
 
The Board of Directors has interpreted state law as requiring the preservation of the fair value of 
the original gift as of the date of the donor-restricted endowment funds absent explicit donor 
stipulations to the contrary. As a result of this interpretation, the Organization retains in 
perpetuity (a) the original value of initial and subsequent gift amounts (including promises to 
give net of discount and allowance for doubtful accounts donated to the endowment and (b) any 
accumulations to the endowment made in accordance with the direction of the applicable donor 
gift instrument at the time the accumulation is added. Donor-restricted amounts not retained in 
perpetuity are subject to appropriation for expenditure by us in a manner consistent with the 
standard of prudence prescribed by UPMIFA. The Organization considers the following factors 
in making a determination to appropriate or accumulate donor-restricted endowment funds: 
 

 The duration and preservation of the fund 

 The purposes of the organization and the donor-restricted endowment fund 

 General economic conditions 

 The possible effect of inflation and deflation 

 The expected total return from income and the appreciation of investments 

 Other resources of the organization 

 The investment policies of the organization 
 
The Board of Directors adopted a spending rate of 5% per year based on the market value at 
the end of the previous calendar year for the endowment funds to provide a predictable stream 
of funding for operations while seeking to maintain the purchasing power of the endowment 
assets.  
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Note K - Endowment Funds (Continued) 
 

Endowment asset composition as of December 31, 2019 and 2018: 
 

2019 
Without Donor 

Restrictions 
  With Donor 

Restrictions 
 

Total 
Donor-restricted endowment funds:      

Original donor-restricted gift amount and 
amounts required to be maintained in 
perpetuity by donor  $            - 

 

$  5,597,230 

 

$  5,597,230 
Accumulated investment earnings                -      889,184  889,184 

  $            -      $  6,486,414  $  6,486,414 
 

2018 
Without Donor 

Restrictions 
  With Donor 

Restrictions 
 

Total 
Donor-restricted endowment funds:      

Original donor-restricted gift amount and 
amounts required to be maintained in 
perpetuity by donor  $            - 

 

$  5,277,887 

 

$  5,277,887 
Accumulated investment earnings                -      511,862  511,862 

  $            -      $  5,789,749  $  5,789,749 
 
Changes in endowment assets for the year ended December 31, 2019 and 2018: 
 

2019 
Without Donor 

Restrictions 
  With Donor 

Restrictions 
 

Total 

Endowment Net Assets, January 1, 2018  $            -  $  6,611,244  $  6,611,244 
Investment return                -      (208,368)  (208,368) 
Change in value of perpetual trusts                -      (435,602)  (435,602) 
Amounts released for expenditure                -      (177,525)  (177,525) 
Endowment Net Assets,  

December 31, 2018  $            - 
 

$  5,789,749 
 

$  5,789,749 
Investment return                -      586,660  586,660 
Change in value of perpetual trusts                -      319,343  319,343 
Amounts released for expenditure                -      (209,338)  (209,338) 
Endowment Net Assets,  

December 31, 2018  $            -     
 

$  6,486,414 
 

$  6,486,414 
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Note K - Endowment Funds (Continued) 

From time to time, certain donor-restricted endowment funds may have fair values less than the 
amount required to be maintained by donors or by law (underwater endowments). The 
Organization has interpreted UPMIFA to permit spending from underwater endowments in 
accordance with prudent measures required under law. At December 31, 2019, funds with 
original gift values of $2,651,607, fair values of $3,540,789, and no deficiencies were reported in 
net assets with donor restrictions. At December 31, 2018, funds with original gift values of 
$2,651,607, fair values of $3,163,471, and no deficiencies were reported in net assets with 
donor restrictions.  
 
The beneficial interest in a perpetual trusts, which totals $2,945,623 and $2,626,280 for 2019 
and 2018, respectively, are not legally subject to UPMIFA because the Board does not have the 
ability to control the investments and the spending policy of these trusts.  
 

Note L - Net Assets Board Designated 

The Organization holds an investment account that is restricted for long-term growth by the 
Board of Directors. Board restricted net assets at December 31, 2019 and 2018, were 
$2,348,496 and $2,050,068, respectively. The investments are governed by a 5% annual 
spending rate policy. With Board approval, the Organization may exceed the annual spending 
rate.  
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Note M - Net Assets With Donor Restrictions 

December 31, 2019 and 2018, are restricted for the 
following purposes: 
 
 2019  2018 
Subject to expenditure for specific purpose:    

United Way support $    643,951  $    664,078 
Endowment earnings for operating expenses 602,622  423,612 
Endowment earnings for capital improvements 286,562  88,250 
Older youth services projects 130,234  150,496 
Other 250         - 

 1,663,619  1,326,436 
    
Subject to the passage of time:    

Promises to give that are not restricted by donors, but 
which are unavailable for expenditures until due 20,000 

 
44,229 

    
Endowments:    

Subject to endowment spending policy and 
appropriation:  

 
 

Gambrill funds 250,000  250,000 
Adams funds 102,288  102,288 
Hart funds 232,611  232,611 
Odom funds 1,620,565  1,620,565 
Other 446,143  446,143 

    
Total Endowments 2,651,607  2,651,607 

    
Not subject to spending policy or appropriation:    

Beneficial interest in trusts 2,945,623  2,626,280 

 $ 7,280,849  $ 6,648,552 
 
Net assets were released from donor restrictions by incurring expenses satisfying the restricted 
purpose or by occurrence of the passage of time or other events specified by the donors as 
follows for the year ended December 31, 2019 and 2018. 
 
 2019  2018 
Net assets released:    

Expiration of time restrictions $    708,287  $    728,898 
Satisfaction of program restrictions      483,732  473,448 

 $ 1,192,019  $ 1,202,346 
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Note N - Leases 

The Organization leases equipment under operating leases expiring at various dates through 
2020. Rental expense from these agreements was $95,672 and $99,646 for the year ended 
December 31, 2019 and 2018, respectively. 
 
Future minimum lease payments as of December 31, 2019 and 2018, are as follows: 
 

Years ending December 31, Amount 

2020 $    36,909 
2021 5,685 
2022 4,380 
2023 852 

 
Note O - Revenue 

Contractual program service fees are billed for services performed in the previous month, in 
accordance with agreed-upon contractual terms, either at periodic intervals (e.g., weekly or 
monthly) or upon achievement of contractual milestones. The Organization recognizes revenue 
for these arrangements over time as services are performed. There are no significant financing 
components recognized by the Organization. Service revenue represents per unit costing with 
nongovernmental agencies which is recognized over time as services are provided to clients. 
Performance obligations are met when a unit of service is provided, as definded by the agency 
or other funding source. The transaction price is set by the nongovernmental agency but 
generally follows governmental pricing structures. Special event income represents the 
reciprocal transaction between donors and Epworth for special event ticket sales, tables, and 
other benefits. The income is recognized over time as events are held.  
 
Amounts invoiced and collected in excess of revenues recognized are contract liabilities, which 
are presented as deferred revenues in the Statements of Financial Position. As of December 
31, 2019 and 2018, there are no amounts invoiced and collected in excess of revenue that 
would be considered deferred revenue. 
 
Amounts invoiced and uncollected at year end are considered receivables. As of December 31, 
2019 and 2018, $247,273 and $335,316, respectively, were receivable for reciprocal 
transactions.  
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Note O - Revenue (Continued) 
 

Disaggregation of Revenue 

The following tables presents revenue disaggregated by revenue source and pattern of revenue 
recognition: 
 

 Years Ended 
December 31, 

2019 
 December 31, 

2018 
Over Time 

Special event ticket and other revenue  $      75,817  $    148,857 

Non-government fee for service revenue      3,905,115     4,085,624 

  $ 3,980,932  $ 4,234,481 
     

 Details related to special events revenues and expenses are as follows: 
 

Years Ended 
December 31, 

2019  
December 31, 

2018 

Special events ticket and other revenue  $      75,817  $    148,857 
Special events contributions       340,487      325,458 

Special events revenue  $    416,304  $    474,315 
 
Note P - Concentrations 

For the year ended December 31, 2019 and 2018, approximately 40%  
revenue and public support is provided by two organizations. 

 
Note Q - Subsequent Events 
 
 

-
Organization in March of 2020. The full extent and duration of the impact of COVID-19 on the 

uncertain and unpredictable developments. 
 
 

signed into law. The legislation includes provisions for expansion of the U.S. Small Business 

Loans made under the PPP can be forgiven if certain conditions are met. The Organization 
submitted an application and was awarded a loan in the amount of $1,557,200 under the PPP. 
 



 

Supplemental Information 



 

 
Reporting and on Compliance and Other Matters  

Based on an Audit of Financial Statements Performed in 
Accordance with  

 
 

Board of Directors 
Epworth Children & Family Services, Inc. 
Saint Louis, Missouri  
 
 
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 Epworth Children & 
Family Services, Inc. (a nonprofit organization), which comprise the statement of financial position as of 
December 31, 2019, and the related statements of activities, functional expenses, and cash flows for 
the year then ended, and the related notes to the financial statements, and have issued our report 
thereon dated June 18, 2020. 
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Epworth Children & 
Family Services, Inc.
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Epworth 
Children & Family Services, Inc.
effectiveness of Epworth Children & Family Services, Inc.  
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 

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 the 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 Epworth Children & Family Services, 
Inc.
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 but did identify other matters that are required to be reported under 
Government Auditing Standards and which are described in the accompanying schedule of 
findings and questioned costs as item 2019-001. 
 
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 

performed in accordance with Government Auditing Standards 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose.  
 
 
 
Saint Louis, Missouri 
June 18, 2020 
 
 



 

 
Each Major Program and on Internal Control Over Compliance  

Required by Uniform Guidance 
 
 

Board of Directors 
Epworth Children & Family Services, Inc. 
Saint Louis, Missouri 
 
 
Report on Compliance for Each Major Federal Program 

We have audited Epworth Children & Family Services, Inc.  compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and material 
effect on each of Epworth Children & Family Services, Inc.
December 31, 2019. Epworth Children & Family Services, Inc.

costs. 

 

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

 

Our responsibility is to express an opinion on compliance for each of Epworth Children & Family 
Services, Inc.
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 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 Epworth Children & Family Services, Inc.
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 Epworth Children & 
Family Services, Inc.  

 



 

Opinion on Each Major Federal Program 

In our opinion, Epworth Children & Family Services, Inc. complied, in all material respects, with the 
types of compliance requirements referred to above that could have a direct and material effect on each 
of its major federal programs for the year ended December 31, 2019.  
 
Report on Internal Control over Compliance  

Management of Epworth Children & Family Services, Inc. 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 Epworth
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 Epworth
compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 
requirement of a federal program on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or a 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 and therefore, material 
weaknesses or significant deficiencies may exist that have not been identified. We did identify 
deficiencies in internal control over compliance, described in the accompanying schedule of findings 
and questions costs as items 2019-002 to 2019-004, that we consider to be material weaknesses. 
 
Epworth Children & Family Services, Inc.
identified in our audit is described in the accompanying corrective action plan. Epworth
not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we 
express no opinion on the response.  
 
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 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.  
 
 
 
Saint Louis, Missouri 
June 18, 2020 



Schedule of Expenditures of Federal Awards
 For Year Ended December 31, 2019

Federal Pass-through 

CFDA Entity Identifying Federal

Federal Grantor/Pass-through Grantor/ Program Titles Number Number Expenditures

Department of Health & Human Services
Direct programs:

Basic Center Program  10/1/2016 - 9/30/2019 93.623 150,000$       
Basic Center Program  10/1/2016 - 9/30/2019 93.623 35,407          
Street Outreach Services 9/20/2019-9/29/2020 93.557 34,960          
Transitional Living Program  4/01/2014 - 9/30/2019 93.550 139,500         
Transitional Living Program  9/30/2019-9/29/2022 93.550 57,520          

417,387         

   Pass Through From:

Missouri Department of Health and Senior Services
Prep Foster Youth Program 10/1/2018 - 9/30/2020 93.092 CS160541002 37,656          

Total Department of Health and Human Services  455,043         

Department of Housing and Urban Development

   Pass Through From:

St. Louis County Department of Human Services   
  Emergency Solutions Grant 5/1/2018 - 4/30/2019 14.231 * 21,697          
  Emergency Solutions Grant 5/1/2019 - 4/30/2020 14.231 * 49,277          
  Supportive Housing Program 11/1/2018 - 10/31/2019  14.235 MO0003L7E001704 214,662         
  Supportive Housing Program 11/1/2019 - 10/31/2020 14.235 MO0143L7E001805 8,849             

Total Department of Housing and Urban Development  294,485         

Department of Agriculture

Child Nutrition Cluster
Pass Through Missouri Department of Elementary and

Secondary Education   
School Breakfast Program 10.553 * 15,541          
National School Lunch Program 10.555 * 20,534          

Total Child Nutrition Cluster 36,075          

Child and Adult Care Food Program 10.558 * 1,276             

Total Department of Agriculture 37,351          

Total Expenditures of Federal Awards 786,879$       

*    Information not available.

EPWORTH CHILDREN & FAMILY SERVICES, INC.
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Note A - Basis of Presentation 

The accompanying schedule of expenditures of federal awards includes the federal grant 
activity of Epworth Children & Family Services, Inc. and is presented on the accrual basis of 
accounting. The information in this schedule is presented in accordance with the requirements 
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, 
Cost Principles and Audit Requirements for Federal Awards (Uniform Guidance). Therefore, 
some amounts presented in this schedule may differ from amounts presented in, or used in the 
preparation of, the basic financial statements. 
 

Note B - Indirect Cost Rate 

For the year ended December 31, 2019, Epworth Children & Family Services, Inc. has elected 
to use the 10% de minimis indirect cost rate as allowed under Uniform Guidance. 
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1. Financial Statements: 
 

a. 
Epworth Children & Family Services, Inc. 

 
b. Internal control over financial reporting: 

 
i. Material weakness identified?                                                   No 
ii. Significant deficiencies identified?                                             No 

 
c. Noncompliance material to financial statements noted? No 

 
2. Federal Awards: 

 
a. Internal Control over major programs: 

 
i. Material weakness identified?                                                   Yes 
ii. Significant deficiencies identified?                                             No 

 
b. Noncompliance material to financial statements noted?                   No 

 
c. 

unmodified opinion on all major federal programs. 
 

d. There were audit findings relative to the major federal award program for Epworth 
Children & Family Services, Inc. noted that are required to be reported in accordance 
with 2 CFR section 200.516(a). 

 
e. The program tested as major program include:  

 
CFDA Number Name of Federal Program 

93.550   Transitional Living Program/ 
  Independent Living Program 

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

 
g. Epworth Children & Family Services, Inc. is considered a low-risk auditee.  
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Findings  Financial Statements Audit  Year Ended December 31, 2019 
 
2019-001 Review and Reporting of Grant Expenses 
 
Criteria- Epworth Children & Family Services is responsible for tracking expenses applied to the grant 
to allow for proper monitoring of grant utilization.   
 
Condition- Expenses attributed to grant clients and related services could not be segregated from 
overall program expenses.   
 
Context- We noted expenses attributed to grant clients and services performed could not be 
segregated to provide reporting for those expenses applied against the grant.  
 
Cause- The Organization does not track expenses by grant.   
 
Effect- Failure to track expenses by grant for cost reimbursable grants could result in inaccurate 
reporting and the use of grant funding on clients unrelated to the grant.    
 
Recommendation- Implement a formal procedure to track expenses by grant and evaluate actual 
expenses applied against the grant on a monthly basis. This is a continued finding from the prior year. 
See finding 2018-001.    
 
Findings and Questioned Costs  Major Federal Awards Program  
 
DEPARTMENT OF HEALTH & HUMAN SERVICES     
Transitional Living Program CFDA No. 93.550   

 
2019-002 Internal Control to Monitor Days of Services 
 
Criteria- Epworth Children & Family Services is responsible for maintaining a proper internal control 

days of service as permitted by program compliance requirements.   
 
Condition- Documentation of control formally monitoring clients and their related length of stays to 
ensure they did not exceed maximum allowable days of service did not exist.  
 
Context- f service for 5 out of 5 
instances.  
 
Cause- The Organization did not implement a control to monitor the number of days of services a client 
receives.  
 
Effect- The lack of a documented preventative review could result in clients exceeding the maximum 
allowable days of service resulting in excess grant expenses being utilized on the ineligible client.   
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Findings and Questioned Costs  Major Federal Awards Program (Continued) 
 
2019-002 Internal Control to Monitor Days of Services (Continued) 
 
Recommendation- Implement a documentation procedure to provide evidence of review of clients and 
their number of days of services to ensure no clients exceed the maximum allowable days as noted in 
compliance requirements.    
 
2019-003 Review and Reporting of Grant Expenses 
 
See finding 2019-001 under Financial Statements Audit.  
 
2019-004 Review of Performance and Financial Reporting 
 
Criteria- Epworth Children & Family Services is responsible for implementing and documenting 
controls over grant reporting.  
 
Condition- Control and/or documentation of control related to reporting oversight did not exist.  
 
Context- We noted a lack of review of performance reporting for 1 of the 2 reports tested and the lack 
of documentation of review of financial reporting for 2 of the 2 reports tested. 
 
Cause- Due to transition in staffing, the Organization did not implement a control to monitor or 
document oversight of grant reporting.  
 
Effect- The lack of review may result in inaccurate grant reporting and the loss or return of funding.  
 
Recommendation- Implement a formal procedure that either segregates the report preparer from the 
report authorizer or documents a formal review of both performance and financial reporting by program 
management or executive management prior to submission to the grantee.      
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Views of responsible officials and planned corrective action for item 2019-001: 
 
While Epworth Children & Family Services, Inc. believes that we have properly monitored grant 
utilization, we are in agreement that there is no formal procedure to track expenses by grant in 2019.  In 
2020, has implemented additional procedures utilizing existing 
accounting software that will identify and track expenses by grant and allow Epworth to evaluate actual 
expenses applied against each grant on a monthly basis. This enhanced process will allow for precise 
tracking and reporting of all grant expenses. 
 
Views of responsible officials and planned corrective action for item 2019-002: 
 
Program management reviews client information and their number of days of services at weekly 
Admission staff meetings. While discussed, the review is not documented in meeting minutes. Going 
forward, management will include a listing of the clients reviewed for maximum allowable days of 
service in the meeting minutes. Program management will then sign off on their attendance at the 
meeting, confirming their review of the listing of clients.   
 
Views of responsible officials and planned corrective action for item 2019-003: 
 

9-001 above.  
 
Views of responsible officials and planned corrective action for item 2019-004: 
 
While Epworth Children & Family Services, Inc. program personnel do review all documents related to 
grant reporting, we are in agreement that there is not a formal procedure documenting the review of 
both performance and financial reporting prior to submission of information to grantees. Based upon 

and a formal procedure to document the review of both performance and financial reporting prior to 
submission to the grantee. This additional procedure will help assure that grant reporting is timely and 
accurate. 



EPWORTH CHILDREN & FAMILY SERVICES, INC.

Summary Schedule of Prior Audit Findings 
December 31, 2019 
 
 

-36- 

Findings  Financial Statements Audit  Year Ended December 31, 2018 
 
2018-001 Review and Reporting of Grant Expenses 
 
Condition- Expenses attributed to grant clients and related services could not be segregated from 
overall program expenses.   
 
Recommendation- Implement a formal procedure to track expenses by grant and evaluate actual 
expenses applied against the grant on a monthly basis.   
 
Current Status- Beginning in fiscal year 2020, the Organization began tracking expenses by specific 
grant. The finding does not warrant further action.    
 
Findings and Questioned Costs  Major Federal Awards Program  
 
DEPARTMENT OF HEALTH & HUMAN SERVICES     
Transitional Living Program CFDA No. 93.550   

 
2018-002 Internal Control Over Eligibility  
 
Condition- an Independent or 
Transitional Living Program recipient upon intake was not documented. 
 
Recommendation- 
ensure they can be coded to the Independent or Transitional Living Program. 
 
Current Status- Beginning in 2018, the Organization began formally documenting approval of program 
clients in Admission meeting minutes. As the program has progressed, all current clients have gone 
through this eligibility review process. The finding does not warrant further action.   
 
2018-003 Internal Control to Monitor Days of Services 
 
Condition- A control did not exist to formally monitor clients and their related length of stays to ensure 
they did not exceed maximum allowable days of service.  
 
Recommendation- Implement a formal procedure to review clients and their number of days of 
services to ensure no clients exceed the maximum allowable days as noted in compliance 
requirements.    
 
Current Status- 
clients monthly running totals as well as run reports in ETO to highlight total number of days in 

discharge and are 
scheduled an appropriate amount of days before the clients last day of service per funder. 
Documentation of such review could not be tested, and this finding requires further action be taken. 
See Corrective Action Plan for finding 2019-02.   
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Findings and Questioned Costs  Major Federal Awards Program (Continued) 
 
2018-004 Review and Reporting of Grant Expenses 
 
See finding 2018-001 under Financial Statements Audit.  
 
2018-005 Review of Performance and Financial Reporting 
 
Condition- Control and/or documentation of control related to reporting oversight did not exist.  
 
Recommendation- Implement a formal procedure documenting review of both performance and 
financial reporting prior to submission to the grantee.  
 
Current Status- During 2019, there was no evidence of review of performance or financial reporting. 
This finding requires further action be taken. See Corrective Action Plan for finding 2019-04.   
     


