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INDEPENDENT AUDITORS’ REPORT 

To the Board of Directors of 

Gwinnett Children’s Shelter, Inc. 

We have audited the accompanying financial statements of Gwinnett Children’s Shelter, Inc. (a nonprofit 

organization), which comprise the statement of financial position as of June 30, 2018, and the related 

statements of activities and changes in net assets, and cash flows for the year then ended, and the related 

notes to the financial statements. 

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

Auditors’ Responsibility

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

conducted our audit in accordance with auditing standards generally accepted in the United States of 

America. 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 Gwinnett Children’s Shelter, Inc. as of June 30, 2018, and the changes in its net 

assets and its cash flows for the year then ended in accordance with accounting principles generally 

accepted in the United States of America. 

Other Matter 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 

The statement of functional expenses on page 14 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. 

Duluth, Georgia 

December 21, 2018 
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NOTE A – ORGANIZATION AND PURPOSE 

Gwinnett Children’s Shelter, Inc. (the “Organization”) is a not-for-profit corporation that commenced 

operations in 1986. The Organization is a residential care facility that provides both long and short term 

services to homeless children (up to age 17), with their single mothers who are in need of care in a loving 

and nurturing environment.  

NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Accounting and Financial Presentation

The financial statements have been prepared on the accrual basis of accounting. Contributions are 

recognized upon an unconditional promise to give by a donor to the Organization. Contributions that are 

restricted by the donor are reported as increases in unrestricted net assets if the restrictions expire in the 

fiscal year in which the contributions are recognized. All other donor-restricted contributions are 

reported as increases in temporarily restricted net assets depending on the nature of the donor 

restrictions. When a restriction expires, temporarily restricted net assets are reclassified to unrestricted 

net assets. Expenses are recognized when incurred. 

Cash 

The Organization considers all short-term, highly liquid investments with original maturities at the 
purchase date of three months or less to be cash. 

The Organization places its cash with financial institutions. At times, such amounts may exceed FDIC 

limits. The Organization believes its risk is mitigated by using highly reputable financial institutions.  

Beneficial Interest in Assets Held at the Community Foundation for Northeast Georgia 

The Organization has transferred assets to the Community Foundation for Northeast Georgia (the 

“Foundation”) which is holding them in a fund (“Fund”) for the benefit of the Organization. The Fund is 

subject to the Foundation’s investment and spending policies. The Foundation will make distributions of 

the assets at the Organization’s request. The Organization reports the fair value of the Fund as Beneficial 

Interest in Assets Held at the Community Foundation for Northeast Georgia in the statement of financial 

position and reports distributions received as Investment Income on the statement of changes in net 

assets. Changes in the value of the Fund are also reported as Investment Income in the statement of 

activities. Administrative and investment fees related to the Fund were $9,199 for the year ended June 

30, 2018 and are netted in Investment Income in the statement of activities.  



GWINNETT CHILDREN’S SHELTER, INC. 

NOTES TO FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2018

-7- 

NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Beneficial Interest in Assets Held at the Community Foundation for Northeast Georgia (Continued) 

Changes in the Fund for the year ended June 30, 2018 are as follows: 

Promises to Give

The pledges and grants receivable consist of donor promises to give. It is the Organization’s policy to 

charge off uncollectible pledges receivable when management determines the pledge will not be 

collected. Unconditional promises to give that are expected to be collected within one year are recorded 

at net realizable value. Unconditional promises to give that are expected to be collected in future years 

are recorded at fair value, which is measured as the present value of their future cash flows. The 

discounts on those amounts are computed using risk-adjusted interest rates applicable to the years in 

which the promises are received. Amortization of the discounts is included in contribution revenue. All 
pledges receivable are considered collectible as of June 30, 2018. 

Property and Equipment 

Property and equipment is recorded at cost, except for donated property and equipment, which is stated at 

the estimated fair value at the date of receipt. Such donations are reported as unrestricted support unless 

the donor has restricted the donated asset for a restricted purpose. The Organization follows the practice 

of capitalizing all expenditures for property and equipment in excess of $1,000. Depreciation is provided 

using the straight-line method over the following estimated useful lives: 

 Buildings and improvements 7 - 40 years 

 Furniture and fixtures 5 – 10 years 

 Vehicles 5 years 

 Computer equipment 3 – 5 years 

 Office equipment 5 – 7 years 

Leasehold improvements are amortized using the straight-line method over the lesser of the remaining 

lease terms, including any anticipated lease renewals, or the estimated useful lives of the improvements. 

The cost of repairs and maintenance is expensed as incurred.  
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NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Other Assets 

Other assets consists of prepaid expenses and gift cards on hand. The Organization receives numerous 

gift cards to various stores from donors and records them as contributions. As of June 30, 2018, the 

Organization had $7,218 in gift cards on hand. 

Intangibles 

Intangibles consist of the costs to create a brand name and logo. These intangibles are considered to have 

an infinite life and are not amortized. 

Long-Lived Assets 

The Organization reviews long-lived assets, including property and equipment and intangibles, for 

impairment whenever events or changes in circumstances indicate that the carrying value of an asset may 

not be recoverable. Recoverability is evaluated by comparing the carrying value of the asset to the 

undiscounted future cash flows expected to be generated by the asset. If the carrying value of an asset 

exceeds its estimated future cash flows, an impairment loss is recognized for the amount by which the 

carrying value of the asset exceeds the fair value of the asset. The Organization did not identify any long-

lived assets as being impaired during the year ended June 30, 2018. 

Net Assets

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor-imposed 
restrictions. Accordingly, the net assets of the Organization and changes therein are classified and 

reported as follows: 

Unrestricted net assets – Net assets are not subject to any donor-imposed stipulations. 

Temporarily restricted net assets – Net assets are subject to donor-imposed restrictions on their use that 

may be met either by actions of the Organization or the passage of time. 

Sources of Revenues and Revenue Recognition 

The Organization raises funds through donations, grants and fundraising events. Most donations received 

are unconditional and unrestricted and are received from the general public and attendees at fundraising 

events. Some of the grants and donations received are temporarily restricted to be used on investment in 

fixed assets or for a specific expenditure for the families in the program. Donations and grants are 

recognized as revenues on the date of donation. Amounts raised at fundraisers are recognized as revenues 

on the date of the event. 
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NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Donations

Members of the Board of Directors contribute significant uncompensated program development and 

supporting services. Various unpaid volunteers work with families at the Organization and work at 

fundraising events organized by the Organization. The value of these services is not recorded in the 

financial statements because all of the criteria established by generally accepted accounting principles for 

such recognition has not been satisfied. 

Functional Expenses 

The Organization allocates its expenses on a functional basis among its programs and support services. 

Expenses that can be identified with a specific program or support service are allocated directly. 

Expenses common to several functions are allocated according to a formula developed by management. 

Tax Status 

The Organization is a charitable organization and qualifies under Section 501(c)(3) of the Internal 

Revenue Code as an exempt organization for both Federal and state income tax purposes. Therefore, no 

income tax provision has been included in the accompanying financial statements. FASB ASC Topic 

740, Income Taxes, requires the evaluation of tax positions taken or expected to be taken in the course of 
preparing the Organization’s tax returns to determine whether the tax positions would “more-likely-than-

not” be sustained if challenged by an applicable tax authority. Tax positions not deemed to meet the 
more-likely-than-not threshold would be recorded as a tax benefit or expense in the current year.  

The Organization evaluates its uncertain tax positions using the provisions of FASB ASC Topic 450, 

Contingencies. Management believes there are no amounts relating to uncertain tax positions that should 
be accrued as of June 30, 2018. The Organization’s returns are no longer subject to examination by tax 

authorities for tax years prior to 2015. 

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 these estimates.  

Subsequent Events 

The Organization evaluated subsequent events through December 21, 2018, which is the date these 

financial statements were available to be issued, and concluded that no events or transactions occurred 

during that period that required recognition or disclosure in the financial statements. 
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NOTE C – FAIR VALUE MEASUREMENT

The Organization measures its financial assets and liabilities in accordance with FASB ASC Topic 820,

Fair Value Measurement (ASC 820), which 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. In determining fair value, the Organization uses various methods including market, 

income and cost approaches. The Organization utilizes valuation techniques that maximize the use of 

observable inputs and minimizes the use of unobservable inputs. 

As a basis for categorizing these inputs, ASC 820 establishes the following hierarchy, which prioritizes 

the inputs used to measure fair value from market-based assumptions to entity-specific assumptions: 

� Level 1: Inputs based on quoted market prices for identical assets or liabilities in active markets 

at the measurement date. 

� Level 2: Observable inputs other than quoted prices included in Level 1, such as quoted prices 

for similar assets and liabilities in active markets; quoted prices for identical or similar assets 

and liabilities in markets that are not active; or other inputs that are observable or can be 

corroborated by observable market data. 

� Level 3: Inputs reflect management’s best estimate of what market participants would use in 

pricing the asset or liability at the measurement date. The inputs are unobservable in the market 

and significant to the instrument’s valuation.  

The preceding methods described may produce a fair value calculation that may not be indicative of net 

realizable value or reflective of future fair values. Furthermore, although the Organization believes its 
valuation methods are appropriate and consistent with other market participants, the use of different 

methodologies or assumptions to determine the fair value of certain financial instruments could result in 
a different fair value measurement at the reporting date. 

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the 

lowest level of any input that is significant to the fair value measurement. Valuation techniques used need 

to maximize the use of observable inputs and minimize the use of unobservable inputs.  
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NOTE C – FAIR VALUE MEASUREMENT (CONTINUED)

The following is a summary of assets held at fair value at June 30, 2018: 

The beneficial interest in assets held at the Community Foundation for Northeast Georgia (the 

“Foundation”) has been valued, as a practical expedient, at the fair value of the Organization’s share of 

the Foundation’s investment pool as of the measurement date. The Foundation values securities and other 

financial instruments on a fair value basis of accounting. The estimated fair values of certain investments 

of the Foundation, which includes private placements and other securities for which prices are not readily 

available, are determined by the management of the Foundation and may not reflect amounts that could 

be realized upon immediate sale, nor amounts that ultimately may be realized. Accordingly, the estimated 

fair values may differ significantly from the values that would have been used had a ready market existed 

for these investments. The Foundation’s investments are composed approximately of 65 percent equities, 

and 35 percent fixed income.  

NOTE D – DONATED RENT RECEIVABLE

The Organization has an agreement with Gwinnett County, dated June 10, 1998, to lease the 25 acres of 

land upon which it operates. The Organization has agreed to be responsible for the construction and 

maintenance of the buildings and facilities on the property as consideration for the lease. The lease 

expires June 2023, at which time the Organization has an option to extend the lease for 25 more years. 

The carrying value of the donated rent receivable at the lease inception in 1998 was $1,714,701 (net of a 

discount recognized of $810,581, computed using an interest rate of 5.8%). At June 30, 2018, the 

carrying value of the donated rent receivable is $342,940, net of a discount recognized of $45,867, as 

reported on the statement of financial position. Rent expense recognized for the year ended June 30, 2018 

was $68,588, which is included in the statement of activities and changes in net assets. 

Future amortization of donated rent receivable at June 30, 2018 is as follows: 
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NOTE E – PROMISES TO GIVE

Included in promises to give are the following: 

NOTE F – PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at June 30, 2018: 

Depreciation expense for the year ended June 30, 2018 was $159,904. 
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NOTE G – NOTES PAYABLE 

The Organization has two notes payable with aggregate monthly payments of $860, including principal and 

interest. The interest rate for the notes is 4.45% and both mature in April 2020. The notes are secured by 

vehicles with a net book value of $38,092 and are included in property and equipment. 

As of June 30, 2018, scheduled maturities of the notes payable are as follows: 

NOTE H – TEMPORARILY RESTRICTED NET ASSETS 

Temporarily restricted net assets consisted of the following at June 30, 2018: 

All of the temporary restrictions in net assets for the year ended June 30, 2018 relate to funds raised 

through donations and from rent free leases. Amounts included in temporarily restricted net assets are 

restricted either for time or for use for the investment in fixed assets. These restrictions are considered to 

expire with the passage of time.  

NOTE I – CONCENTRATIONS 

During the year ended June 30, 2018, one fundraising event accounted for 37% of the Organization’s 

total support and revenue. Furthermore, a one-time donation from an individual accounted for 26% of 

total support and revenue.  

Pledges receivable consisted of pledges from four individuals and organizations. 

NOTE J - CORRECTION OF PRIOR PERIOD ERROR – OPENING NET ASSETS 

Temporarily restricted net assets at the beginning of 2018 has been adjusted to correct an error related to 

the proper accounting for the donated rent receivable from Gwinnett County. Had the error not been 

made, temporarily restricted net assets would have been increased by $346,853. 



SUPPLEMENTAL INFORMATION 
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