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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Children First, Inc.
Sarasota, Florida

We have audited the accompanying financial statements of Children First, Inc., (the Organization), which
comprise the statements of financial position as of December 31, 2015 and 2014, and the related statements of
activities and cash flows for the years then ended, the related statement of functional expenses for the year
ended December 31, 2015, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America 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 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.

CONTINUED



INDEPENDENT AUDITOR'S REPORT - CONTINUED

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Organization as of December 31, 2015 and 2014, and the changes in its net assets and its cash
flows for the years then ended, and its functional expenses for the year ended December 31, 2015 in
accordance with accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Organization’s 2014 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated April 8, 2015. In our opinion, the
summarized comparative information presented herein as of and for the year ended December 31, 2014, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

Other Matters
Other Information

Our audits were 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 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 April 5, 2016, on
our consideration of the Organization's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Organization's internal control over financial reporting and
compliance.

POR Qm%uugk Puldlic Decsurdtonita

Clearwater, Florida
April 5, 2016



CHILDREN FIRST, INC.
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2015 AND 2014

ASSETS
2015 2014

Current Assets
Cash $ 1,507,093 $ 993,136
Grants and contracts receivable 294,371 252,581
United Way receivable 124,954 124,954
Other receivables 69,474 65,067
Prepaid expenses 54,239 54,183
Total current assets 2,050,131 1,489,921
Property and Equipment, Net 4,519,146 4,716,951

Other Assets

Deferred financing costs 13,602 14,574
Beneficial interest 7,877 8,009
Deposits 2,424 1,824
23,903 24,407

$ 6593180 $ 6,231,279

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts payable and accrued expenses $ 357534 % 272,144
Deferred revenue 450,010 151,369
Current portion of notes payable 42,693 40,872

Total current liabilities 850,237 464,385

Long-Term Liabilities

Notes payable, net of current portion 758,984 803,189
Total liabilities 1,609,221 1,267,574

Net Assets
Unrestricted 4,775,652 4,764,862
Temporarily restricted 127,592 132,296
Permanently restricted 80,715 66,547
Total net assets 4,983,959 4,963,705

$ 6593180 $ 6,231,279

See accompanying notes to financial statements
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Revenue and Other Support

Federal grant revenue

Contract revenue

Contributions and other

United Way allocations

Program fees

In-kind contributions

Special events, net of direct expenses
of $140,456 and $119,165

Interest income including gains
from investments

Net assets released from restrictions:
Expiration of time/use restrictions

Total revenue and other support

Expenses
Head Start
Early Head Start
Early Childhood Education
Families First Initiative
Other restricted grants

Supporting services:

Management and general
Fundraising

Total program and supporting services
Change in Net Assets Before Other Changes

Other Changes
Gain on disposal of assets

Change in Net Assets
Net Assets at Beginning of Year

Net Assets at End of Year

CHILDREN FIRST, INC.
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2015
(WITH COMPARATIVE TOTALS FOR 2014)

Temporarily Permanently Total

Unrestricted Restricted Restricted 2015 2014
$ 5,343,477 $ - $ - $ 5,343,477 $ 5,319,955
970,725 - - 970,725 1,074,858
668,160 - 14,168 682,328 799,997
121,121 124,954 - 246,075 246,075
129,990 - - 129,990 101,691
497,787 - - 497,787 620,501
300,124 - - 300,124 300,835
85 - - 85 582
129,658 (129,658) - - -
8,161,127 (4,704) 14,168 8,170,591 8,464,494
2,889,901 - - 2,889,901 2,956,064
2,665,397 - - 2,665,397 2,792,050
1,213,892 - - 1,213,892 1,068,570
68,080 - - 68,080 65,143
26,132 - - 26,132 70,464
771,001 - - 771,001 721,529
517,834 - - 517,834 368,178
8,152,237 - - 8,152,237 8,041,998
8,890 (4,704) 14,168 18,354 422,496
1,900 - - 1,900 -
10,790 (4,704) 14,168 20,254 422,496
4,764,862 132,296 66,547 4,963,705 4,541,209
$ 4,775,652 $ 127,592 $ 80,715 $ 4,983,959 $ 4,963,705

See accompanying notes to financial statements
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CHILDREN FIRST, INC.
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2014

Temporarily Permanently Total
Unrestricted Restricted Restricted 2014
Revenue and Other Support
Federal grant revenue $ 5,319,955 $ - $ - $ 5,319,955
Contract revenue 1,074,858 - - 1,074,858
Contributions and other 769,271 - 30,726 799,997
United Way allocations 121,121 124,954 - 246,075
Program fees 101,691 - - 101,691
In-kind contributions 620,501 - - 620,501
Special events, net of direct expenses
of $119,165 300,835 - - 300,835
Interest income including gains -
from investments 582 - - 582
Net assets released from restrictions:
Expiration of time/use restrictions 128,002 (128,002) - -
Total revenue and other support 8,436,816 (3,048) 30,726 8,464,494
Expenses
Program services:
Head Start 2,956,064 - - 2,956,064
Early Head Start 2,792,050 - - 2,792,050
Early Childhood Education 1,068,570 - - 1,068,570
Families First Initiative 65,143 - - 65,143
Other restricted grants 70,464 - - 70,464
Supporting services:
Management and general 721,529 - - 721,529
Fundraising 368,178 - - 368,178
Total program and supporting services 8,041,998 - - 8,041,998
Change in Net Assets 394,818 (3,048) 30,726 422,496
Net Assets at Beginning of Year 4,370,044 135,344 35,821 4,541,209
Net Assets at End of Year $ 4,764,862 $ 132,296 $ 66,547 $ 4,963,705

See accompanying notes to financial statements
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Salaries
Payroll taxes
Employee insurance
Retirement
Total Salaries and Related
Expenses

Contractual services
Repairs and maintenance
Utilities and telephone
Rent

Insurance

Food and nutrition
Transportation

Staff training and travel
Program supplies

Office supplies and postage
Parent activities

Children's screening and therapy
Printing and advertising
Miscellaneous

Property tax expense
Subscriptions and dues

Total Expenses Before
Depreciation and Amortization

Depreciation and amortization

Total Expenses

CHILDREN FIRST, INC.
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2015
(WITH COMPARATIVE TOTALS FOR 2014)

Program Services

Supporting Services

Early Families Other Total Management Total
Head Early Head Childhood First Restricted Program and Supporting Total Expenses

Start Start Education Initiative Grants Services General Fundraising Services 2015 2014
$ 1,409,124 $ 1,496,741 $ 579656 $ 48515 $ 352 $ 3534388 $ 517,598 $ 312410 $ 830,008 $ 4,364,396 $ 4,140,791
119,917 121,119 46,599 3,423 27 291,085 38,241 23,830 62,071 353,156 339,182
170,540 195,888 76,297 3,314 - 446,039 34,354 13,186 47,540 493,579 421,213
51,792 75,971 26,564 2,723 - 157,050 46,635 15,122 61,757 218,807 229,647
1,751,373 1,889,719 729,116 57,975 379 4,428,562 636,828 364,548 1,001,376 5,429,938 5,130,833
321,547 275,747 36,383 3,125 5,000 641,802 76,417 61,785 138,202 780,004 806,364
94,859 62,240 33,473 - 5,642 196,214 4,167 11,030 15,197 211,411 373,773
73,326 56,162 31,925 - 1,497 162,910 2,689 2,551 5,240 168,150 151,394
204,169 57,769 55,646 - 114 317,698 - - - 317,698 340,259
50,096 39,508 16,214 - - 105,818 331 133 464 106,282 98,216
208,452 110,646 80,213 1,421 - 400,732 3,911 6,151 10,062 410,794 353,941
8,037 1,470 1,025 - - 10,532 1,361 90 1,451 11,983 14,273
54,096 65,970 8,624 452 - 129,142 9,508 6,476 15,984 145,126 144,897
58,163 74,076 24,482 3,201 4,495 164,417 2,157 46 2,203 166,620 253,004
6,905 5,071 1,891 168 - 14,035 5,477 8,246 13,723 27,758 44,115
3,377 2,567 5,550 234 6,478 18,206 16 - 16 18,222 24,436
102 - - - - 102 - - - 102 -
10,910 7,634 2,179 555 - 21,278 2,037 46,187 48,224 69,502 50,093
1,103 568 11,585 - 2,527 15,783 - 4,844 4,844 20,627 19,707
3,295 2,286 672 - - 6,253 336 134 470 6,723 6,910
2,662 2,955 1,759 - - 7,376 3,523 5,494 9,017 16,393 19,965
1,101,099 764,669 311,621 9,156 25,753 2,212,298 111,930 153,167 265,097 2,477,395 2,701,347
2,852,472 2,654,388 1,040,737 67,131 26,132 6,640,860 748,758 517,715 1,266,473 7,907,333 7,832,180
37,429 11,009 173,155 949 - 222,542 22,243 119 22,362 244,904 209,818
$ 2,889,901 $ 2,665397 $ 1213892 $ 68080 $ 26132 $ 6863402 $ 771,001 $ 517834 $ 1288835 $ 8,152,237 $ 8,041,998

See accompanying notes to financial statements
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CHILDREN FIRST, INC.
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2015 AND 2014

Cash Flows from Operating Activities:
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Amortization
Depreciation
Gain on sale of property and equipment
Change in beneficial interest
(Increase) decrease in:
Grants and contract receivable
Other receivables
Prepaid expenses
Deposits
Increase (decrease) in:
Accounts payable and accrued expenses
Deferred revenue

Net cash provided by operating activities

Cash Flows from Investing Activities:
Proceeds from the disposal of property and equipment
Purchases of property and equipment

Net cash used in investing activities

Cash Flows from Financing Activities:
Repayment of notes payable

Net Increase in Cash
Cash at Beginning of Year

Cash at End of Year

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Cash paid during the year for interest

NON-CASH FINANCING AND INVESTING ACTIVITIES
Refinancing of notes payable

Deferred financing costs financed with note payable

See accompanying notes to financial statements
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2015 2014
$ 20254 $ 422,49
972 -
243,932 209,818
(1,900) -
132 (390)
(41,790) 63,571
(4,407) (41,960)
(56) (4,137)
(600) -
85,391 32,589
298,641 (101,972)
600,569 580,015
1,900 -
(46,128) (339,485)
(44,228) (339,485)
(42,384) (57,409)
513,957 183,121
993,136 810,015
$ 1,507,093 $ 993,136
$ 37,970 $ 54712
$ - $ 855,000
$ - $ 14574




CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE A - NATURE OF ORGANIZATION

Children First, Inc. (the Organization) is a not-for-profit organization whose purpose is to
strengthen children and families by improving the quality of their lives through a comprehensive
approach to development, education, health, and well-being. Federal Head Start and Early Head
Start programs are available for children from birth to five years of age. Subsidized children and
preschool programs are available for families with low income. The Organization also offers The
Families First Initiative, which focuses on strengthening families.

Funding is provided primarily from the Department of Health and Human Services.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Basis of Presentation

The financial statements of the Organization are presented on the accrual basis of accounting
in accordance with accounting principles generally accepted in the United States of America
(US GAAP).

The Organization presents information regarding its financial position and activities
according to three classes of net assets described as follows:

- Unrestricted Net Assets - All resources over which the governing board has
discretionary control. The governing board of the Organization may elect to
designate such resources for specific purposes. This designation may be removed at
the Board’s discretion.

- Temporarily Restricted Net Assets - Resources accumulated through donations or
grants for specific operating or capital purpose or restrictions related to timing. Such
resources will become unrestricted when the requirements of the donor or grantee
have been satisfied through expenditure for the specified purpose or program or
through the passage of time.

- Permanently Restricted Net Assets - Resources accumulated through donations or
grants that are subject to the restriction in perpetuity that the principal be invested.
These net assets include the original value of the gift, plus any subsequent additions.

2. Summarized Comparative Information

The accompanying financial statements include certain prior year summarized comparative
total amounts. Such information does not include sufficient detail to constitute a presentation
in conformity with US GAAP. Accordingly, such information should be read in conjunction
with the Organization’s financial statements for the year ended December 31, 2014 from
which summarized information was derived.



CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

3. Use of Estimates

The preparation of financial statements in conformity with US GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosures of contingent assets and liabilities, as well as pro rata
allocations in the recording of expenditures, at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Accordingly,
actual results could differ from those estimates. Significant estimates included in the
financial statements include allocation of expenses by function and useful lives of depreciable
assets.

4. Fair Value Measurement

The financial statements are prepared in accordance with an accounting standard, for all
financial assets and liabilities and for nonfinancial assets and liabilities recognized or
disclosed at fair value in the financial statements or on a recurring basis (at least annually).
Fair value is defined as the exchange price that would be received for an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on a measurement date. The
standard 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.
There are three levels of inputs that may be used to measure fair value:

Level 1: Quoted market prices in active markets for identical assets or liabilities.

Level 2: Observable market based inputs or unobservable inputs that are
corroborated by market data.

Level 3: Unobservable inputs that are not corroborated by market data.

5. Cash
Cash consists of cash on deposit with financial institutions and petty cash funds.

Financial instruments which potentially subject the Organization to concentrations of credit
risk consist principally of cash held in financial institutions in excess of federally-insured
limits. From time to time throughout the years ended December 31, 2015 and 2014, the
Organization’s cash balance may have exceeded the federally insured limit. However, the
Organization has not experienced and does not expect to incur any losses in such accounts.



CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

6. Grants, Contracts, and Other Receivables

Grants and contracts receivable represent amounts due from various federal, state, and local
agencies for purposes specified by each grant. Receivables are stated at the amount
management expects to collect from outstanding balances. Management monitors the
collection status of its receivable balances on an ongoing basis. The Organization provides
for probable uncollectible amounts through a charge to earnings and credit to the allowance
for doubtful accounts based on its assessment of the current status of individual accounts.
Receivables are written off as a charge to the allowance for doubtful accounts when, in
management’s estimation, it is probable that the receivable is worthless. Based on
management’s analysis of possible bad debts, an allowance for doubtful accounts was not
deemed necessary at December 31, 2015 and 2014.

7. Property and Equipment

Property and equipment are stated at cost, if purchased or at estimated fair value at the date of
receipt if acquired by gift. Depreciation is calculated using the straight-line method over the
estimated useful lives of the respective assets. Major renewals and betterments are
capitalized. Maintenance, repairs, and minor renewals are expensed as incurred. It is the
policy of the Organization to maintain all property and equipment in good condition.
Depreciation expense is provided on a straight-line basis over the estimated useful lives of the
assets ranging from 5 - 40 years.

8. Investments
The Organization records their investments, which comprise of the beneficial interests in
assets held by foundations, at fair value in the statements of financial position. Investment
income or loss (including realized and unrealized gains and losses on investments, interest,
and dividends) are included as a component in the statements of activities.

9. Deferred Financing Costs

Deferred financing costs are capitalized and amortized on a straight-line basis over the life of
the related note payable.
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CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

10.

11.

Revenue Recognition

Contributions received are recorded as unrestricted, temporarily restricted, or permanently
restricted support depending on the existence or nature of any donor restrictions.
Contributions are recognized when the donor makes a promise to give to the Organization
that is, in substance, unconditional. Unconditional promises to give are reported at present
value at the date the promise is received to the extent estimated to be collected by the
Organization. Other conditional promises to give are recognized when the conditions on
which they depend are substantially met. Contributions that are restricted by the donor are
reported as increases in unrestricted net assets if the restrictions expire during the fiscal year
in which the contributions are recognized. All other donor-restricted contributions are
reported as increases in temporarily or permanently restricted net assets depending on the
nature of the restrictions. When a restriction expires, temporarily restricted net assets are
reclassified to unrestricted net assets.

Federal grants, contract revenues and certain other revenues, including cost reimbursement
contracts, are considered exchange transactions and are recorded as unrestricted revenue
when earned. Revenue under these contracts is deferred until earned. Revenue is earned and
recognized in the financial statements when eligible expenses are incurred or services
provided.

Donated Services and Materials

Donated materials are recorded as support at their fair value at the date of donation.
Contributions of services are recorded as support at their estimated fair value if the services
received create or enhance non-financial assets or require specialized skills, are provided by
individuals possessing those skills, and would typically need to be purchased if not provided
by donation.

For the years ended December 31, 2015 and 2014, the value of contributed services meeting
the requirements for recognition in the financial statements has been recorded as unrestricted
support. In addition, many individuals volunteer their time and perform a variety of tasks that
assist the Organization, but these services do not meet the criteria for recognition as
contributed services under the financial accounting standards.
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CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

12.

13.

14.

15.

Functional Allocation of Expenses

The costs of providing the various program and other activities have been detailed in the
statement of functional expenses and summarized on a functional basis in the statements of
activities. Expenses that can be identified with a specific program service are charged
directly to that program, according to their natural expenditure and classification. Certain
costs have been allocated among the programs and supporting services benefited based on
direct usage or management's estimates of the benefit derived by each activity.

Income Taxes

The Organization is a not-for-profit organization that is exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code.

Uncertain Tax Positions

The Organization accounts for the effect of any uncertain tax positions based on a “more
likely than not” threshold to the recognition of the tax positions being sustained based on the
technical merits of the position under scrutiny by the applicable taxing authority. If a tax
position or positions are deemed to result in uncertainties of those positions, the unrecognized
tax benefit is estimated based on a “cumulative probability assessment” that aggregates the
estimated tax liability for all uncertain tax positions. The Organization has identified its tax
status as a tax-exempt entity as its only significant tax position; however, the Organization
has determined that such tax position does not result in an uncertainty requiring recognition.
The Organization is not currently under examination by any taxing jurisdiction. The
Organization’s federal returns are generally open for examination for three years following
the date filed.

Impairment of Long-Lived Assets

Management reviews all long-lived assets, which consist primarily of land and buildings, for
impairment whenever events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. Recoverability of assets to be held and used is measured by
a comparison of the carrying amount of an asset to a real property appraisal. If the carrying
amount of an asset exceeds its appraisal value, an impairment charge is recognized for the
amount by which the carrying amount of the asset exceeds the fair value of the asset.

12



CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE C - PROPERTY AND EQUIPMENT

Property and equipment consist of the following at December 31, 2015 and 2014:

2015 2014

Land $ 1,224,157 $ 1,220,357
Buildings 4,311,487 4,311,487
Furniture, fixtures, and equipment 947,996 940,996
Vehicles 229,964 255,666
Leasehold improvements 834,055 798,728

7,547,659 7,527,234
Less accumulated depreciation (3,028,513) (2,810,283)

$ 4519146 $ 4,716,951

NOTE D - BENEFICIAL INTEREST

The Organization established an account with Community Foundation of Sarasota County
(CFSC). The trust agreement names the Organization as the beneficiary of the investment.
Earnings on the funds are periodically distributed to the Organization in accordance with the
trust agreement. The Organization’s interest in the assets held by CFSC is recorded at fair value.
The Organization holds interests in assets held by the CFSC of $7,877 and $8,009 at December
31, 2015 and 2014, respectively; all of which are classified as permanently restricted in net
assets.

NOTE E - DEFERRED FINANCING COSTS

As of December 31, 2015, the Organization had $13,602 in net deferred financing costs. The
costs are being amortized over 15 years, which is the life of the underlying obligation.

Amortization expense was approximately $970 and $200 for the years ended December 31,
2015 and 2014, respectively. Future amortization expense is approximately $970 per year
for the next five years and $8,752 in years thereafter.

NOTE F - FAIR VALUE MEASUREMENT

The Organization’s beneficial interest is reported at fair value in the accompanying
statements of financial position. During the year ended December 31, 2014, the
Organization transferred its beneficial interest in perpetual trust to Level 3 based on
additional analysis performed by management. The analysis determined that these items
should be reported at Level 3 because the fair values for these assets have unobservable
inputs.
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CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE F - FAIR VALUE MEASUREMENT - CONTINUED

Following is a description of valuation methodologies used for investments measured at fair
value.

Beneficial interest in a perpetual trust - the investments are managed by a third party who is
unrelated to this Organization. The trust assets are valued based upon the third party information

without adjustment. The Organization does not develop nor are they provided with the
quantitative inputs used to develop the fair market values.

Fair values of assets measured on a recurring basis at December 31, 2015 are as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices
In Active Significant

Markets for Other Significant
Identical Observable Unobservable Total
Assets Inputs Inputs Fair
Description: Level 1 Level 2 Level 3 Value
Assets
Beneficial interest $ - % - $ 7877 $_ 7,877
Total assets at fair value $ - $ - $ 7877 $ 7,877

Fair values of assets measured on a recurring basis at December 31, 2014 are as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices

In Active Significant
Markets for Other Significant
Identical Observable Unobservable Total
Assets Inputs Inputs Fair
Description: Level 1 Level 2 Level 3 Value
Assets
Beneficial interest $ - % - $ 8,009 $_ 8,009
Total assets at fair value $ - $ - $ 8,009 $ 8,009
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CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE F - FAIR VALUE MEASUREMENT - CONTINUED

The following is a summary of changes in the fair value of the Organization’s Level 3 assets for
the years ended December 31.

2015 2014
Balance, January 1 $ 8,009 $ 7619
Investment (loss) income (132) 390
Balance, December 31 $ 7,877 $ 8,009

NOTE G - LINE-OF-CREDIT

The line-of-credit permits borrowing up to $250,000, bearing interest at a variable rate based on
adjusted LIBOR (1-month LIBOR was 0.2% at December 31, 2015). All outstanding principal
and interest is due upon maturity on October 5, 2016. The line-of-credit is secured by real
property. The lines had no outstanding balance as of December 31, 2015 and 2014.

NOTE H - NOTES PAYABLE

Notes payable consist of the following at December 31, 2015 and 2014:

2015 2014
Note payable to a financial institution, bearing interest at a
fixed rate of 4.55%, principal and interest payments due
monthly, maturing October 5, 2029, at which time all
unpaid principal and interest is due, secured by real
property $ 801,677 $ 844,061
Less current portion (42,693) (40,872)
Total notes payable, net $ 758984 $ 803,189
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CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE H - NOTES PAYABLE - CONTINUED

Future maturities of notes payable as of December 31, 2015 are as follows:

2016 $ 42,693
2017 44,641
2018 46,744
2019 48,947
2020 51,173
Thereafter 567,479
Total $ 801,677

The notes payable contain customary affirmative covenants, negative covenants, and events
of default but have no financial covenants. The Organization was in compliance with all
covenants at December 31, 2015 and 2014.

NOTE | - TEMPORARILY RESTRICTED NET ASSETS

As of December 31, 2015 and 2014, temporarily restricted net assets related to the following:

2015 2014
United Way - pledges $ 124954 $ 124,954
Other 2,638 7,342

$ 127592 $ 132,296

Net assets released from restriction related to temporarily restricted net assets was $129,658 and
$128,002 for the years ended December 31, 2015 and 2014, respectively; the most significant
amount related to the release of United Way - pledges.
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CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE J - PERMANENTLY RESTRICTED NET ASSETS

As of December 31, 2015 and 2014, permanently restricted net assets related to the following:

2015 2014
Nurturing Dads $ 7877 $ 8,009
Ideal Foundation 20,000 20,000
Wishnie Memorial Fund 52,838 38,538

$ 80,715 $ 66,547

NOTE K - IN-KIND CONTRIBUTIONS

Certain services are provided to the Organization gratis or at a cost substantially less than fair
market value. The difference between that actual charge and the estimated fair market value is
reflected as in-kind revenue and expense in the accompanying financial statements. In-kind
revenue and expense of $497,787 and $620,501 for the years ended December 31, 2015 and
2014, respectively, consisted primarily of in-kind rent for centers and in-kind professional
services. Additionally, volunteers and parents have donated 6,135 and 10,313 hours for 2015
and 2014, respectively, to the Organization in various capacities. However, these services are
not reflected in the financial statements as the services do not require specialized skills.

NOTE L - OPERATING LEASES

The Organization leases center space, vehicles, and certain office equipment under operating
leases, which expire on various dates through 2017. The rent expense under these operating
leases for the years ended December 31, 2015 and 2014 was $317,698 and $340,259,
respectively. In-kind rental expense for various space for the years ended December 31,
2015 and 2014 was $279,728 and $292,237, respectively.

Future minimum lease payments required under non-cancelable leases as of December 31,
2015 are as follows:

2016 $ 21,639
2017 17,978
2018 12,994
2019 12,994
2020 12,994
Total minimum lease payments $ 78,599
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CHILDREN FIRST, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE M - RETIREMENT PLANS

The Organization has a 403(b) retirement plan covering all employees who have completed
1,000 or more hours of service within a one-year service period. The Organization's policy is
to contribute 5% of eligible employee's compensation to the plan. In addition, for employees
contributing at least 1% of compensation, the Organization will also contribute $1 for each
$1 the employee contributes to the plan up to 2% of compensation. The employer's
contribution vests based on the years of service. Forfeitures are used by the Organization to
offset its contribution to the plan. Retirement expense for the years ended December 31,
2015 and 2014 was $218,807 and $229,647, respectively.

NOTE N - CONCENTRATIONS OF RISK

The Organization received federal funding from the Department of Health and Human
Services in 2015 and 2014, which accounted for approximately 61% and 59% of revenues.

The Organization receives a substantial amount of support from grantor agencies for its
programs. If this support were to be reduced or eliminated, it could affect the operation of the
supported programs. In addition, the Organization is subject to audit examination by grantor
agencies. In the event that reimbursed expenditures were disallowed, repayments would be
required. Management believes the Organization is in compliance with the terms of its grant
agreements.

NOTE O - CONDITIONAL PROMISES TO GIVE

During 2015, the Organization began a program campaign called Raise Your Hand. These
pledges are an intention to give, rather than a promise, and are dependent on the ongoing
sustainability of the four new initiatives outlined in the campaign. At December 31, 2015, the
Organization had $1,177,500 of conditional pledges outstanding. Since these grants represent
conditional promises to give, they are not recorded as contribution revenue until donor
conditions are met. Funds received from the donor in advance of the conditions being met
totaled $160,000 as of December 31, 2015, recorded as refundable advances within deferred
revenue in the accompanying Statement of Financial Position; and will subsequently be
recognized as contribution revenue when donor conditions are met.

NOTE P - SUBSEQUENT EVENTS
The Organization evaluated subsequent events through April 5, 2016, the date the financial

statements were available and issued. The Organization is not aware of any subsequent events
which would require recognition or disclosures in the financial statements.
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CHILDREN FIRST, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2015

CFDA Contract Federal
Grantor/Pass-through Grantor Program Title Number Number(s) Expenditures
U.S. Department of Agriculture:
Passed through Florida Department of Health:
Child and Adult Care Food Program 10.558 S-6 $ 373,392
U.S. Department of Health and Human Services
Head Start/Early Head Start 93.600 04CHO0508/20 4,970,085
Total Expenditures of Federal Awards $ 5,343,477

See notes to schedule of expenditures of federal awards
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CHILDREN FIRST, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2015

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the grant activity of
Children First, Inc. and is presented on the accrual basis of accounting. The information in this
schedule is presented in accordance with accounting principles generally accepted in the United
States of America as applicable to non-profit organizations and Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards. The Organization did not elect to use the 10% de minimis
indirect cost rate

MATCH
The Organization is required to provide at least 20% of the cost of the Head Start program

through cash or in-kind contributions from non-Federal sources. The Organization met this
match requirement for the year ended December 31, 2015.
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29750 U.S. Hwy. 19 North, Suite 101
Clearwater, FL 33761

CERTIFIED PUBLIC Phone (727) 785-4447 Fax (727) 784-5491
accountants www.pdr-cpa.com

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Children First, Inc.
Sarasota, Florida

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 Children First, Inc.
(the Organization), which comprise the statement of financial position as of December 31, 2015, and the
related statements of activities, cash flows, and functional expenses for the year then ended, and the
related notes to the financial statements, and have issued our report thereon dated April 5, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’s internal
control over financial reporting (internal control) to determine the audit 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 the Organization's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Organization's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the Organization’s financial statements will not be prevented, or detected and corrected
on a timely basis. 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 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.

CONTINUED
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS - CONTINUED

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Organization's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Organization's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

POR QWT\‘A%M Pullie Recsuntonta

Clearwater, Florida
April 5, 2016
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
FOR EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
Children First, Inc.
Sarasota, Florida

Report on Compliance for Each Major Federal Program

We have audited Children First, Inc.’s (the Organization) compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on each of the
Organization’s major federal programs for the year ended December 31, 2015. The Organization’s major federal
programs are identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Organization's major federal programs
based on our audit of the types of compliance requirements 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 of 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 the Organization's compliance with 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 the Organization's compliance.

Opinion on Each Major Federal Program
In our opinion, the Organization 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, 2015.

CONTINUED
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
FOR EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE - CONTINUED

Report on Internal Control Over Compliance

Management of the Organization 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 the Organization’s internal control over compliance with the types of requirements that
could have a direct and material effect on a 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 the Organization's internal control over 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 combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material nhoncompliance 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 weakness or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

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 the Uniform Guidance.
Accordingly, this report is not suitable for any other purpose.

POR Nemgiol Pudlie Pecounrtonita

Clearwater, Florida
April 5, 2016
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CHILDREN FIRST, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
DECEMBER 31, 2015
Part | - Summary of Auditor's Results

Financial Statements Section

Type of auditor's report issued: Unmodified

Internal control over financial reporting:
Material weakness(es) identified? yes X no

Significant deficiency(ies) identified not
considered to be material weakness(es)? yes X none reported

Noncompliance material to financial
statements noted? yes X no

Federal Awards Section
Internal control over major federal programs:
Material weakness(es) identified? yes X no

Significant deficiency(ies) identified not
considered to be material weakness(es)? yes X none reported

Type of auditor's report on compliance for
major federal programs: Unmodified

Any audit findings disclosed that are required to be

reported in accordance with 2 CFR part 200, subpart E

of the Uniform Guidance? yes X no
Identification of major federal programs:

Federal Programs:

CFDA Numbers Name of Program of Cluster

93.600 U.S. Department of Health and Human Services
Head Start/Early Head Start

Dollar threshold used to determine Type A
programs:
Federal programs $

750,000

Auditee qualified as low-risk auditee for
federal purposes? X 'yes  no

25



CHILDREN FIRST, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
DECEMBER 31, 2015
Part Il - Schedule of Financial Statement Findings
There were no reportable findings.
Part I11 - Federal Award Findings and Questioned Costs
There were no reportable findings.

Summary Schedule of Prior Audit Findings

A Summary Schedule of Prior Audit Findings is not necessary since there were no prior
audit findings.
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