OUR FAMILY SERVICES, INC. AND OUR
FAMILY SERVICES FOUNDATION, INC.

AUDITED CONSOLIDATED FINANCIAL STATEMENTS
AND A-133 SINGLE AUDIT REPORTS AND SCHEDULES
YEARS ENDED JUNE 30, 2015 AND 2014



OUR FAMILY SERVICES, INC.

AND OUR FAMILY SERVICES FOUNDATION, INC.
AUDITED CONSOLIDATED FINANCIAL STATEMENTS AND
A-133 SINGLE AUDIT REPORTS AND SCHEDULES
YEARS ENDED JUNE 30, 2015 AND 2014

TABLE OF CONTENTS
Page
Independent AUAILOTS' TEPOIT........cvceeiireieeietiitirtereete et et et e e st et e e teebe b essesseresbesbessesssbessessessesessessessesessessesseseases 1
AUDITED FINANCIAL STATEMENTS:
Consolidated statements of fiNancial POSILION .........c.eeivieieieiiiiieieeieieetee ettt ess e resbessereereeras 3
Consolidated statements of activities:
0 I TSSOSO 4
20T ettt ettt a et e a et e Rt R e At A en et e s en s s ea e e A e Rt et e R et et ent et ene et e s et et eneeseneseneneas 5
Consolidated statements of functional expenses:
0 I TSSOSO 6
20T ettt ettt a et ea et st aea e A e st et e R e a e et ea e e A ene et e s et et ent et ene et e s et eseneeseneseneneas 7
Consolidated statements 0f CASh fIOWS ......co.eiriruiiirieiieiee et 8
Notes to consolidated financial StAtEMENTS..........ccceceriririeiiiieeee ettt 9
A-133 SINGLE AUDIT REPORTS AND SCHEDULES:
Independent auditors’ 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 AUAILING SEANAATAS ...........c.oceeueeeeciieieiecieeeeeetete sttt e et sbe e e sessestesssessessesseesean 21
Independent auditors’ report on compliance for each major program and on internal control
over compliance required by OMB Circular A-133........cooieiiiieieeeeeeeetee et seeenens 23
Schedule of findings and GUESTIONEA COSES .......ecvirverieiiiirierierieisiee ettt bessereebe b e s ssere e 25
INFORMATION PREPARED BY AUDITEE:
Schedule of expenditures of federal and other governmental awards ............ccceevveeeenivieeeeeeseeeeeenn 27

Summary of Prior Year fINAINGS .........ccceeeriiieiieriiiieieeerese ettt ettt e st e reese e s e sbesseesaessessesseens 29



Certified Public Accountants Gerald H. Beal, CPA
Randall L. Brookshier, CPA

Marianne E. DeVries, CPA
Michael J. DeVries, CPA
Coleen A. Krogen, CPA
John P. Lauer, CPA

INDEPENDENT AUDITORS REPORT

Board of Directors

Our Family Services, Inc.

and Our Family Services Foundation, Inc.
Tucson, Arizona

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Our Family Services, Inc. and Our Family
Services Foundation, Inc. (Arizona nonprofit corporations), which comprise the consolidated statements of financia
position as of June 30, 2015 and 2014, and the related consolidated statements of activities, functional expenses and
cash flows for the years then ended, and the rel ated notes to the consolidated financia statements.

Management’s responsibility for the consolidated financial statements

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

Auditors' responsibility

Our responsibility isto express an opinion on these consolidated financia 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 Sandards. Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosuresin the consolidated
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of the risks
of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statementsin 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 aso includes evauating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, aswell as evaluating the overall presentation
of the consolidated financial statements.

We believethat the audit evidence we have obtained is sufficient and appropriate to provide abasisfor our audit opinion.
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American Institute of Certified Public Accountants - CPAmerica International™
Private Companies Practice Section of AICPA Division of Firms - Arizona Society of Certified Public Accountants




Board of Directors

Our Family Services, Inc.

and Our Family Services Foundation, Inc.
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Opinion
In our opinion, the consolidated financia statementsreferred to above present fairly, in all material respects, thefinancial
position of Our Family Services, Inc. and Our Family Services Foundation, Inc. as of June 30, 2015 and 2014, and the

changes in their net assets and their cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Supplementary infor mation

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements asawhole.
The accompanying schedule of expenditures of federal and other governmental awards, as required by Office of
Management and Budget Circular A-133, Audits of Sates, Local Governments and Non-Profit Organizations, is
presented for purposes of additional analysisand is not arequired part of the consolidated 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 consolidated financial statements. The information has been
subjected to the auditing procedures applied in the audits of the consolidated financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the consolidated financial statements or to the consolidated financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, theinformationisfairly stated in all material respectsin relation to the consolidated
financial statements as awhole.

Other reporting required by Gover nment Auditing Standards

In accordance with Government Auditing Standards, we have a so issued our report dated December 17, 2015 on our
consideration of Our Family Services, Inc.’ sinternal 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 isto 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. The report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering Our
Family Services, Inc.'sinternal control over financial reporting and compliance.

HBL CPAs, P.C.

December 17, 2015



OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2015 AND 2014

2015 2014
ASSETS
Cash and cash equivalents $ 893,045 $ 536,210
Contracts and accounts receivable 468,389 600,646
Unconditional promises to give - 12,156
Prepaid expenses 57,884 16,962
Other assets 1,907 2,537
Property and equipment 4,372,106 4,623,663
Beneficial interest in funds held by others 319,041 332,105
$ 6,112,372 $ 6,124,279
LIABILITIES AND NET ASSETS
Accounts payable $ 157,757 $ 82,501
Accrued payroll and other expenses 226,399 205,243
Deferred revenue 2,385 31,089
Custodial liabilities 7,783 19,268
Tenant security deposits 6,825 10,150
Notes payable 946,039 1,044,908
1,347,188 1,393,159
Net assets:

Unrestricted:
Available for operations 623,363 448,781
Board-designated reserve 161,725 126,260
Expended for property and equipment 3,426,067 3,578,755
4,211,155 4,153,796
Temporarily restricted 292,747 316,382
Permanently restricted 261,282 260,942
4,765,184 4,731,120
$ 6,112,372 $ 6,124,279

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



OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
CONSOLIDATED STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2015

Temporarily Permanently

Unrestricted restricted restricted
net assets net assets net assets Total
Public support and revenues:
Government grants $ 2,490,697 $ - 8§ - $ 2,490,697
Vendor contracts 1,127,722 - - 1,127,722
Contributions, bequests and grants 303,663 598,711 340 902,714
Program income 395,477 - - 395,477
Donated materials and services 76,741 - - 76,741
United Way 85,899 - - 85,899
Special events, net of $15,344 direct donor
benefit costs 48,993 - - 48,993
Poinsettia sales, net of $23,023 cost of
goods sold 24,421 - - 24,421
Other support and revenue 26,096 - - 26,096
Gain on sale of property and equipment 127,575 127,575
Investment income 619 2,709 - 3,328
4,707,903 601,420 340 5,309,663
Net assets released from restrictions 625,055 (625,055) - -
Total public support and revenues 5,332,958 (23,635) 340 5,309,663
Expenses:
Program services 4,129,396 - - 4,129,396
Management and general 850,961 - - 850,961
Fundraising 295,242 - - 295,242
Total expenses 5,275,599 - - 5,275,599
Change in net assets 57,359 (23,635) 340 34,064
Net assets, beginning of year 4,153,796 316,382 260,942 4,731,120
Net assets, end of year $ 4,211,155 $ 292,747 $ 261,282 § 4,765,184

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



OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
CONSOLIDATED STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2014

Public support and revenues:

Government grants

Vendor contracts

Capital campaign revenues

Contributions and grants

Program income

Donated materials and services

United Way

Special events, net of $9,705 direct donor
benefit costs

Poinsettia sales, net of $24,279 cost of
goods sold

Other support and revenue

Investment income (loss)

Net assets released from restrictions
Total public support and revenues

Expenses and losses:
Expenses:
Program services
Management and general

Fundraising

Loss on disposal of property and equipment

Total expenses and losses
Change in net assets
Net assets, beginning of year

Net assets, end of year

Temporarily Permanently

Unrestricted restricted restricted

net assets net assets net assets Total
$ 1,831,227 $ - $ - $ 1,831,227
1,947,460 - - 1,947,460
- 306,167 - 306,167
207,234 499,731 100 707,065
329,480 - - 329,480
88,696 - - 88,696
27,371 - - 27,371
22,015 - - 22,015
15,557 - - 15,557
30,917 - - 30,917
(20) 41,941 - 41,921
4,499,937 847,839 100 5,347,876
1,083,434 (1,083,434) - -
5,583,371 (235,595) 100 5,347,876
4,230,033 - - 4,230,033
768,811 - - 768,811
294,640 - - 294,640
5,293,484 - - 5,293,484
51,247 51,247
5,344,731 - - 5,344,731
238,640 (235,595) 100 3,145
3,915,156 551,977 260,842 4,727,975
$ 4,153,796 $ 316,382 $ 260,942 $ 4,731,120

5

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



Contract employees and
personnel costs

Advertising and public
relations

Amortization of loan costs

Bad debt

Bank fees

Client housing

Cost of poinsettia sales

Depreciation

Direct donor benefit costs

Equipment

Facilities

Insurance

Interest

Membership, dues and
licensing

Miscellaneous

Office supplies

Other client expenses

Professional and
outside services

Recruitment and staff
development

Subrecipient payments

Telephone

Travel and auto

Volunteer

Total functional expenses

OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED JUNE 30, 2015

Strong communities division

New beginnings division

Homeless Total
Clinical Community Senior Family youth program  Management

services services services housing services services and general Fundraising Total
$ 376,194 $ 323384 § 94461 $ 474337 § 831,574 2,099,950 $ 621,328 $ 223,678 $§ 2,944,956
- 10 - 20 - 30 40 9,981 10,051
- - - - - - 433 - 433
3,759 - - 178 22 3,959 - - 3,959
951 1,217 197 992 2,303 5,660 2,968 1,789 10,417
- - - 425,654 197,729 623,383 - - 623,383
- - - - - - - 23,023 23,023
6,952 4,036 2,018 103,100 44,716 160,822 28,239 4,602 193,663
- - - - - - - 15,344 15,344
4,489 9,910 1,693 9,120 13,271 38,483 14,282 3,192 55,957
10,655 10,944 2,869 168,649 64,701 257,818 53,101 6,028 316,947
9,214 7,450 2,011 11,982 23,764 54,421 11,884 4,544 70,849
4,307 1,914 1,436 17,965 957 26,579 24,887 3,350 54,816
2,631 4,641 582 4,220 10,026 22,100 10,365 6,384 38,849
- - - - - - 5,793 846 6,639
2,231 8,743 991 4,896 3,463 20,324 6,924 19,018 46,266
4,280 55,890 8,368 144,173 141,313 354,024 980 70 355,074
23,223 43,424 3,331 19,893 57,938 147,809 38,263 7,231 193,303
3,508 4,135 3,725 6,725 7,373 25,466 10,015 2,828 38,309
- - - 13,707 - 13,707 - - 13,707
4,089 4,926 1,210 6,178 13,907 30,310 5,853 1,427 37,590
16,460 19,472 2,112 8,290 25,498 71,832 15,606 - 87,438
- 25 172,643 41 10 172,719 - 274 172,993
472,943 500,121 297,647 1,420,120 1,438,565 4,129,396 850,961 333,609 5,313,966

Less expenses netted against revenues:

Cost of poinsettia sales

Direct donor benefit costs

Total expenses

- (23,023) (23,023)
- (15,344) (15,344)

§ 472,943

$ 500,121 $ 297,647 $ 1,420,120 $

1,438,565 $ 4,129,396

$ 850,961 § 295242 § 5,275,599

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



OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED JUNE 30, 2014

Strong communities division New beginnings division
Homeless Total
Clinical Community Senior Family youth program Management
services services services housing services services and general Fundraising Total

Contract employees and

personnel expense $ 637,543 $ 303,649 $ 82,434 § 425827 § 892,509 $ 2,341,962 § 552,821 $ 228,497 $ 3,123,280
Advertising and

public relations - 426 - - 9 435 239 5,380 6,054
Amortization of loan costs - - - - - - 433 - 433
Bad debt 179 4 - 80 32,956 33,219 410 429 34,058
Bank fees 1,489 806 184 716 2,733 5,928 2,925 433 9,286
Client housing - - - 371,674 187,434 559,108 - - 559,108
Cost of poinsettia sales - - - - - - - 24,279 24,279
Depreciation 14,334 5,648 2,389 63,370 41,047 126,788 29,818 4,494 161,100
Direct donor benefit costs - - - - - - - 9,705 9,705
Equipment 8,310 4,464 1,037 13,954 14,725 42,490 12,889 3,113 58,492
Facilities 17,934 10,287 2,939 168,273 62,954 262,387 42,709 5,044 310,140
Insurance 14,002 5,612 1,661 10,947 22,791 55,013 4,890 3,944 63,847
Interest 7,937 2,789 1,534 20,442 20,674 53,376 23,876 2,716 79,968
Membership, dues

and licensing 2,493 2,316 194 2,612 6,885 14,500 22,988 5,717 43,205
Miscellaneous - 118 - - 219 337 3,223 27 3,587
Office supplies 1,300 10,190 1,209 5,462 9,405 27,566 10,043 15,684 53,293
Other client expenses 5,653 36,192 6,772 110,261 94,418 253,296 4,431 78 257,805
Professional and

outside services 26,828 20,667 2,945 28,262 66,587 145,289 37,571 8,458 191,318
Recruitment and staff

development 3,539 2,826 1,222 2,595 13,164 23,346 10,075 6,637 40,058
Telephone 7,370 4,422 763 4,336 12,608 29,499 4,338 1,059 34,896
Travel and auto 35,647 12,102 240 10,350 23,713 82,052 5,132 2,820 90,004
Volunteer - 523 172,919 - - 173,442 - 110 173,552

Total functional expenses 784,558 423,041 278,442 1,239,161 1,504,831 4,230,033 768,811 328,624 5,327,468

Less expenses netted against revenues:

Cost of poinsettia sales - - - - - - - (24,279) (24,279)
Direct donor benefit costs - - - - - - - (9,705) (9,705)
Total expenses $ 784,558 $§ 423,041 $ 278,442 § 1,239,161 $ 1,504,831 $§ 4,230,033 $ 768811 $ 294640 $ 5,293,484

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



OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
CONSOLIDATED STATEMENT OF CASH FLOWS
YEARS ENDED JUNE 30, 2015 AND 2014

2015 2014

Cash flows from operating activities:
Change in net assets $ 34064 $ 3,145
Adjustments to reconcile change in net assets to net cash from
operating activities:

Donated marketable securities (23,761) (23,651)
Realized losses on marketable securities 692 78
Provision for discount to present value for unconditional promises to give - (1,065)
Amortization of loan costs 433 433
Depreciation 193,663 161,100
Loss (gain) on sale and disposal of property and equipment (127,575) 51,247
Change in value of beneficial interest in funds held by others (2,709) (41,941)
(Increase) decrease in operating assets:
Contracts and accounts receivable 132,257 (165,203)
Prepaid expenses (40,922) 30,684
Other assets 197 4,490
Increase (decrease) in operating liabilities:
Accounts payable 75,256 (82,714)
Accrued payroll and related expenses 21,156 74,123
Deferred revenue (28,704) 29,595
Custodial liabilities (11,485) (995)
Tenant security deposits (3,325) (450)
Proceeds from sale of donated marketable securities 23,069 23,573
Contributions restricted for long-term purposes (340) (306,267)
Net cash provided by (used in) operating activities 241,966 (243,818)

Cash flows from investing activities:

Proceeds from note receivable - 84,964
Proceeds from sale of building 291,314 -
Proceeds of sales of property held for sale - 210,489
Purchases of property and equipment (105,845) (22,013)
Distributions from beneficial interest in funds held by others 16,113 8,559
Additions to beneficial interest in funds held by others (340) (100)
Net cash provided by investing activities 201,242 281,899

Cash flows from financing activities:

Contributions restricted for long-term purposes 340 100

Capital campaign collections 12,156 322,472

Repayment of notes payable (98,869) (436,180)
Net cash (used in) financing activities (86,373) (113,608)
Change in cash and cash equivalents 356,835 (75,527)
Cash and cash equivalents, beginning of year 536,210 611,737
Cash and cash equivalents, end of year $ 893,045 $ 536,210

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



OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2015 AND 2014

NOTE 1 - Organization

Our Family Services, Inc. (Our Family Services) is a nonprofit incorporated in Arizona to provide counseling,
community services, and services to teens in transition, families and senior/older and disabled adults in Southern
Arizona. Funding is received principally from government grants and vendor contracts, as well as contributions and
grants. Our Family Services was formed July 1, 2012, as a result of a merger of two nonprofit entities.

Our Family Services has the following programs under the Strong Communities Division:

Clinical services — General mental health counseling, psycho-educational groups, life skills, and parenting
services help to strengthen families and youth.

Community services — Group and educational-based programs build skills, resiliency, resources and connections
within our community. Services include Information and Referral, The Center for Community Dialogue and our
Prevention program.

Senior services — Supports vulnerable elders and helps them to live independently for as long as is safely possible
through the services of trained senior volunteers.

Our Family Services has the following programs under the New Beginnings Division:

Family Housing programs, which include:

Emergency shelter services — This 120-day program is the first part of a multi-phase program to help
families achieve financial self-sufficiency. The average family enters the shelter after weeks or months of
homelessness. During this crisis phase, Our Family provides clients with all of their basic needs.
Transitional and affordable housing — This program is for families leaving the shelter or those coming
straight from homelessness. The program gives families time and supportive services to enable them to
save money and improve their earning ability before having to support their families in a market-rate
environment.

Children’s program — The goal of the children’s program is to promote one of the most powerful longer-
term solutions to homelessness — breaking the generational cycle of dependency.

Homeless prevention — Prevents families from becoming homeless by engaging them in case management
and preventing eviction and covering costs (utility shut offs, daycare, food, car repairs, etc.) that could lead
a family to become homeless.

United Way/Siemer Project — Our Family works with 3 area elementary schools to prevent families from
becoming homeless and moving their children to another school. Provides case management and some
financial assistance to clients.

Rapid rehousing — Provides short-term rental assistance and/or utility assistance to homeless families to
obtain apartments with their own leases, moving quickly from homelessness to stable housing.

Supportive services to Veterans and their families — Homeless prevention and assistance for families with
an identified Veteran. Rental assistance, utility assistance and case management for Veterans and their
families.

Homeless youth services — Helps homeless and near-homeless youth ages 13 to 21 stay in school and gain the
life skills they need through case management, counseling, education and career planning, shelter, housing and
help with basic skills.

Our Family Services Foundation (Foundation) was incorporated in 1996 to raise contributions for Our Family
Services. Our Family Services and the Foundation are collectively referred to as Our Family. In April 2015, the
Foundation was voluntarily dissolved. The Foundation had no activity or net assets at either June 30, 2015 or June
30, 2014.



OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 2 — Summary of significant accounting policies
Financial statement presentation

Our Family is required under generally accepted accounting principles to report information regarding its financial
position and activities according to three classes of net assets: unrestricted, temporarily restricted and permanently
restricted.

Principles of consolidation

The accompanying consolidated financial statements include the accounts of Our Family Services and the
Foundation. Inter-organization transactions and balances have been eliminated in combination.

Use of estimates

The preparation of consolidated financial statements in conformity with generally accepted accounting principles
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.

Cash and cash equivalents

Our Family considers all cash and highly liquid investments with an original maturity of three months or less to be
cash equivalents. Our Family maintains its cash in brokerage accounts and in bank deposit accounts which may
exceed federally insured limits. At June 30, 2015, uninsured cash was $685,074.

Contracts and accounts receivable

Contracts and accounts receivable are stated at the amount that Our Family expects to collect from various
governmental entities and other funding sources on outstanding balances, net of an allowance for doubtful accounts.
Our Family provides for losses on contracts and accounts receivable using the allowance method. The allowance is
based on experience and other circumstances which may affect the ability of funding sources to meet their
obligations. Receivables are considered impaired if payments are not received in accordance with grant terms. It is
Our Family’s policy to charge off uncollectible receivables when management determines the receivable will not be
collected.

Contributions/restricted revenue

Contributions received are recorded as unrestricted, temporarily restricted or permanently restricted support
depending on the existence or nature of any donor restrictions. Time and purpose restrictions are reported as
temporarily restricted support and then reclassified to unrestricted net assets upon expiration of the time or purpose
restriction.

New accounting pronouncement

In October 2012, the Financial Accounting Standards Board issued Accounting Standards Update 2012-05,
Statement of Cash Flows (Topic 230): Not for Profit Entities: Classification of the Sale Proceeds of Donated
Financial Assets in the Statement of Cash Flows (ASU 2012-05). ASU 2012-05 stipulates that proceeds from the
sale of donated financial assets should be classified within operating activities, financing activities or investing
activities, depending on the intentions and actions of Our Family and/or donor imposed restrictions. This standard
was effective for Our Family’s fiscal year 2015 and 2014 financial statements. Adoption of this standard did not
have a material impact on these financial statements.

Reclassifications

Certain accounts in the prior year financial statements have been reclassified for comparative purposes to conform
with the presentation in the current-year financial statements.

10



OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 2 — Summary of significant accounting policies, continued
Property and equipment

Our Family capitalizes all expenditures for property and equipment in excess of $1,000 with a useful life greater
than one year. Purchased property and equipment are carried at cost. Donated property and equipment are carried at
the approximate fair value at the date of donation. Depreciation is calculated using the straight-line method over the
estimated useful life of the asset, as follows:

Buildings and improvements 7-40 years
Furniture and equipment 3-7 years
Vehicles 5 years

Donated goods, facilities and services

Donated goods and facilities are valued at their fair market value. Donated services are recognized in the financial
statements at their fair market value if the following criteria are met:

o The services require specialized skills and the services are provided by individuals possessing those skills.
o The services would typically need to be purchased if not donated.

Although Our Family utilizes the services of many outside volunteers, the fair value of these services is not
recognized in the accompanying financial statements since they do not meet the criteria for recognition under
generally accepted accounting principles.

Income tax status

Our Family Services and the Foundation are exempt from Federal income tax under Section 501(c)(3) of the
Internal Revenue Code. However, income from certain activities not directly related to Our Family’s tax-exempt
purpose may be subject to taxation as unrelated business income. In addition, Our Family qualifies for the
charitable contribution deduction under Section 170(b)(1)(A)(vi) and has been classified as an organization other
than a private foundation under Section 509(a)(1).

Endowments

Our Family’s endowments consist of funds held at the Jewish Community Foundation (JCF). As required by
generally accepted accounting principles, net assets associated with endowment funds (including funds designated
by the Board of Directors to function as endowments) are classified and reported based on the existence or absence
of donor-imposed restrictions.

The Board of Directors of Our Family has interpreted the State of Arizona’s Prudent Management of Institutional
Funds Act (PMIFA) (the Act) as requiring the preservation of the fair value of the original gift as of the gift date of
the donor-restricted endowment funds absent explicit donor stipulations to the contrary.

As a result of this interpretation, Our Family classifies as permanently restricted net assets (a) the original value of
gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent endowment,
and (c) accumulations to the permanent endowment made in accordance with the direction of the applicable donor
gift instrument at the time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified in permanently restricted net assets is classified as temporarily restricted net
assets until those amounts are appropriated for expenditure by Our Family in a manner consistent with the standard
of prudence prescribed by the Act.

11



OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 2 — Summary of significant accounting policies, continued

Endowments, continued

In accordance with the Act, Our Family considers the following factors in making a determination to appropriate or
accumulate endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the organization and the donor-restricted endowment fund
(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments
(6) Other resources of the organization

(7) The investment policies of the organization.

Functional expenses

The costs of providing the various program services and supporting activities of Our Family have been summarized
on a functional basis in the statement of activities. Accordingly, certain costs have been allocated among program
and supporting services benefited.

Advertising

Our Family expenses all advertising costs as incurred.
NOTE 3 — Contracts and accounts receivable

Contracts and accounts receivable consist of the following at June 30, 2015 and 2014:

2015 2014
Contracts receivable $ 467,401 $ 626,565
Other receivables 988 7,034

468,389 633,599
Less allowance for doubtful accounts - (32,953)

468,389 600,646

NOTE 4 — Unconditional promises to give

Unconditional promises to give consist of pledges for a capital campaign at June 30, 2015 and 2014 as follows:

2015 2014
Due in less than one year $ - $ 12,156

Due in one to five years - -
- 12,156

Less discount to present value at 5% - -
$ - $ 12,156
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OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 5 — Other assets

Other assets consist of the following at June 30, 2015 and 2014:

2015 2014
Amortized loan costs $ 6,500 $ 6,500
Accumulated amortization (4,953) (4,519)
1,547 1,981
Gift cards for distribution to clients 360 556
$ 1,907 $ 2,537
NOTE 6 — Property and equipment
Property and equipment at June 30, 2015 and 2014 consisted of the following:
2015 2014
Land $ 393,993 § 424,150
Building and improvements 5,209,665 5,565,120
Leasehold improvements - 13,189
Furniture, equipment and computers 388,752 437,020
Vehicles 50,540 66,099
6,042,950 6,505,578
Less accumulated depreciation (1,670,844) (1,881,915)

$ 4372,106 § 4,623,663

NOTE 7 — Fair value measurements and beneficial interest in funds held by others

Fair value measurements are determined based on the assumptions—referred to as inputs—that market participants
would use in pricing the asset. Generally accepted accounting principles establish a fair value hierarchy that
distinguishes between market participant assumptions and Our Family’s own assumptions about market participant
assumptions. Observable inputs are assumptions based on market data obtained from independent sources; while
unobservable inputs are Our Family’s own assumptions about what market participants would assume based on the
best information available in the circumstances.

Level 1 inputs. A quoted price in an active market for an identical asset or liability is considered to be the most
reliable evidence of fair value. Our Family does not utilize Level 1 inputs.

Level 2 inputs. These are observable inputs, either directly or indirectly, other than quoted prices included within
Level 1. Our Family does not utilize Level 2 inputs

Level 3 inputs. These inputs are unobservable and are used to measure fair value only when observable inputs are
not available. Our Family has established beneficial interest in various endowment funds held at the Jewish
Community Foundation of Southern Arizona (JCF). JCF does not have variance power related to these
endowments. These beneficial interests are considered as valued based on Level 3 inputs, because Our Family owns
units of pooled funds held JCF, and relies on JCF to provide the value of those funds. At JCF, these pooled
investments are primarily held in marketable securities and are considered to be valued based on Level 1 inputs.
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OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 7 — Fair value measurements and beneficial interest in funds held by others, continued

The fair value of assets measured on a recurring basis at June 30, 2015 and 2014 consisted of the following:

2015 2014
Level 3 Level 3
Beneficial interest in funds held by others $ 319,041 $ 332,105

Activity in assets measured on a recurring basis utilizing Level 3 inputs was as follows for the years ended June 30,
2015 and 2014:

2015 2014
Beneficial Beneficial
interest in interest in
funds held Note funds held
by others receivable by others
Beginning balance $ 332,105 $§ 1,555,531 $ 298,623
Additions 340 - 100
Change in value 2,709 - 41,941
Distributions/proceeds (16,113) (84,964) (8,559)
Assets received in lieu of cash proceeds - (1,470,567) -
Ending balance $ 319,041 $ - 332,105
Investment income for the years ended June 30, 2015 and 2014 was as follows:
2015 2014
Interest and dividends $ 1,311  $ 58
Realized (losses) on sale of donated marketable securities (692) (78)
Change in value of beneficial interest in funds held by others 2,709 41,941
$ 3,328 § 41,921

Assets measured on a non-recurring basis utilizing Level 3 inputs at a discounted rate of 5% consisted of
unconditional promises to give totaling $0 and $12,156, respectively, at June 30, 2015 and 2014.

NOTE 8 — Custodial liabilities

Our Family had custodial liabilities totaling $7,783 and $19,268 at June 30, 2015 and 2014, respectively, related to
its role as a fiscal agent for one organization (two at June 30, 2014).

NOTE 9 — Lines of credit

Our Family has a $250,000 revolving line of credit that bears variable interest at the lender’s prime rate plus 2.0%

(4.75% at June 30, 2015), collateralized by real property and maturing in May 2016. The outstanding balance for
the line of credit was $0 at both June 30, 2015 and 2014.

14



OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014
NOTE 10 — Notes payable

Notes payable at June 30, 2015 and 2014 consisted of the following:

Maturity Interest
Note holder date rate Payments 2015 2014
Bank Sep 2018 5.75% $6,376 monthly $ 704,114 $ 741,148
Bank Oct 2018 4.44% $3,274 monthly 121,392 151,702
Bank Aug 2019 4.73% $2,127 monthly 93,682 113,428
Bank Apr 2022 6.00% $401 monthly 26,851 27,251
City of Tucson Aug 2020 0% $1,422 annually - 11,379

$ 946,039  § 1,044,908

One of the notes payable to banks are subject to certain financial covenants, with which Our Family was in
compliance at June 30, 2015.

Future maturities of the notes payable are as follows at June 30, 2015:

Year ending June 30, 2016 $ 94,816
2017 100,104

2018 105,576

2019 629,797

2020 7,554

Thereafter 8,192

S__ 946039

NOTE 11 — Permanently restricted net assets

Permanently restricted net asset activity was as follows during the year ended June 30, 2015:

Beginning Ending

balance Contributions balance
Operating endowment $ 48,461 $ 240 $ 48,701
Lacy endowment - earnings restricted for homeless teens 212,481 100 212,581
$ 260,942 3 340 $ 261,282
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OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 11 — Permanently restricted net assets, continued

Permanently restricted net asset activity was as follows during the year ended June 30, 2014:

Beginning Ending
balance Contributions balance
Operating endowment $ 48361 § 100 $ 48,461
Lacy endowment - earnings restricted for homeless teens 212,481 - 212,481
$ 260,842 $ 100 $ 260,942
NOTE 12 — Temporarily restricted net assets
Temporarily restricted net asset activity was as follows during the year ended June 30, 2015:
Releases/
Beginning Investment appropri- Ending
balance Contributions income ations balance
Purpose-restricted by donor:
Counseling $ 17,226 § 14,649 $ -3 (19,375) $ 12,500
Information and referral 28,500 54,069 - (55,569) 27,000
Prevention 44,540 52,500 - (84,540) 12,500
The Center for Community
Dialogue 30,275 46,552 - (51,327) 25,500
Senior companion
program 40,500 41,905 - (62,405) 20,000
Homeless youth services 75,366 139,005 - (172,054) 42,317
Family housing 9,857 250,031 - (163,672) 96,216
246,264 598,711 - (608,942) 236,033
Accumulated endowment earnings:
Operating endowment 13,279 - 505 (7,173) 6,611
Homeless teens
endowment 56,839 - 2,204 (8,940) 50,103
70,118 - 2,709 (16,113) 56,714
$ 316,382 § 598,711 § 2,709 $ (625,055) $ 292,747
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OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 12 — Temporarily restricted net assets, continued

Temporarily restricted net asset activity was as follows during the year ended June 30, 2014:

Releases/
Beginning Investment appropri- Ending
balance Contributions income ations balance
Purpose-restricted by donor:
Counseling $ - $ 29,307 $ - $ (12,081) $ 17,226
Parenting - 20,000 - (20,000) -
Information and referral 29,500 57,120 - (58,120) 28,500
Prevention 15,000 68,115 - (38,575) 44,540
The Center for Community
Dialogue 17,000 59,071 - (45,796) 30,275
Senior companion
program 39,250 47,105 - (45,855) 40,500
Homeless youth services 410,048 419,303 - (753,985) 75,366
Family housing 4,443 105,877 - (100,463) 9,857
515,241 805,898 - (1,074,875) 246,264
Accumulated endowment earnings:
Operating endowment 5,387 - 7,892 - 13,279
Homeless teens
endowment 31,349 - 34,049 (8,559) 56,839
36,736 - 41,941 (8,559) 70,118
$ 551,977 $ 805,898 $ 41,941 § (1,083,434) $ 316,382

NOTE 13 — Endowments

Funds with deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment funds may fall
below the level that the donor or the Act requires Our Family to retain as a fund of perpetual duration. There were
no deficiencies of this nature to be reported as of either June 30, 2015 or 2014.

Return objectives and risk parameters

Our Family has no formally adopted investment policies for the endowment assets. Endowment assets include those
assets of donor-restricted funds that Our Family must hold in perpetuity or for a donor-specified period, as well as
board-designated funds.

Investment strategies

To satisfy its long-term rate-of-return objectives, Our Family relies on a total return strategy in which investment
returns are achieved through both capital appreciation (realized and unrealized) and current yield (interest and
dividends). Our Family targets a diversified asset allocation that places a greater emphasis on equity-based
investments to achieve its long-term return objectives within prudent risk constraints.
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OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 13 — Endowments, continued

Spending policy

Our Family has two endowment funds held at JCF, and has adopted the spending policy of the JCF for these funds.
Accumulated earnings on these endowments are released as appropriations from temporarily restricted net assets when
distributed by JCF and the related restriction (if any) has been met.

Endowment fund net assets

Net assets in the endowment funds consisted of the following at June 30, 2015:

Temporarily Permanently
restricted restricted Total
Beginning balance $ 70,118  $ 260,942 $ 331,060
Contributions - 340 340
Change in value of beneficial interest in funds held by others 2,709 - 2,709
Appropriations (16,113) - (16,113)
Ending balance $ 56,714 $ 261282 $ 317,996

Net assets in the endowment funds consisted of the following at June 30, 2014:

Temporarily Permanently
restricted restricted Total
Beginning balance $ 36,736 § 260,842 $ 297,578
Contributions - 100 100
Change in value of beneficial interest in funds held by others 41,941 - 41,941
Appropriations (8,559) - (8,559)
Ending balance $ 70,118 $ 260,942 $ 331,060

See Notes 11 and 12 for endowment-related activities in permanently and temporarily restricted net assets,
respectively.

NOTE 14 — Retirement plan

Our Family has a 403(b) thrift plan that allows eligible employees to defer pretax annual compensation up to
certain limitations imposed by the Internal Revenue Service. Our Family may also make matching contributions to
the Plan. To be eligible, employees must be at least 18 years of age. The employer match begins after a year of
service for employees at least 21 years of age. Our Family matches 50% of employee contributions up to 4% of
annual compensation. Our Family’s matching contributions for the years ended June 30, 2015 and 2014 were
$21,691 and $22,176, respectively.
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OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 15 — Donated materials and services

In-kind contributions for the years ended June 30, 2015 and 2014 consisted of the following:

2015 2014

Advertising and public relations $ 160 § -
Information technology 4,040 -
Facilities - 41,867
Office supplies 125 123
Other client expenses 68,657 49,019
Professional and outside services 2,935 1,179
Recruitment and staff development 363 1,105
Travel - 40
Volunteer 657 633

In-kind expenses 76,937 93,966
Less usage of gift card inventory donated in prior years (196) (5,270)

$ 76,741 § 88,696

NOTE 16 — Lease commitments

Our Family leases office space and office equipment for its operation under non-cancelable operating leases
expiring at various times through September 2017. Rent expense for the years ended June 30, 2015 and 2014 was as
follows:

2015 2014
In-kind rent included in facilities expense in donated services in Note 16 $ - $ 41,667
Rent paid by the Organization 79,268 88,312

$ 79,268 § 129,979

Future minimum lease payments are as follows:

Year ending June 30, 2016 $ 19,434
2017 18,576
2018 2,322

s___ 40332
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OUR FAMILY SERVICES, INC. AND OUR FAMILY SERVICES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED
JUNE 30, 2015 AND 2014

NOTE 17 — Supplemental cash flow information

Non-cash investing and financing activity consisted of the following for the years ended June 30, 2015 and 2014:

2015 2014
Property and equipment received in exchange for note payable $ - 3 326,088
Property and equipment received in lieu of payment on note receivable - 1,470,567
Principal repayment of note payable made directly to note holder by an
unrelated organization in lieu of payment on unconditional promise to give - 594,670
$ - $  27391,325
Cash paid for interest $ 54,816 $ 79,968

No cash paid for income taxes in 2015 or 2014.

NOTE 18 — Bequest

Our Family received partial bequest contributions from an estate in 2015. As an estimate of future bequest
contributions was unable to be determined, no bequest receivable has been recorded in the statement of financial
position as of June 30, 2015.

NOTE 19 - Contingencies

Our Family is involved in a legal claim arising in the ordinary course of business. In the opinion of management
and based on consultation with legal counsel, any losses related to this matter are expected to be covered by
insurance.

NOTE 20 — Subsequent events

Subsequent to year end, Our Family listed and sold real property included in property and equipment at the fair
market value of $69,900 to a Board member. The sale was approved by the Board in accordance with its conflict of
interest policy.

Subsequent events have been evaluated through December 17, 2015, which is the date the financial statements were
available to be issued.
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Certified Public Accountants Gerald H. Beal, CPA
Randall L. Brookshier, CPA

Marianne E. DeVries, CPA
Michael J. DeVries, CPA
Coleen A. Krogen, CPA
John P. Lauer, CPA

INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERSBASED ON AN AUDIT OF FINANCIAL
STATEMENTSPERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Our Family Services, Inc.
Tucson, Arizona

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 consolidated financial statements of Our Family Services, Inc. and Our Family
Services Foundation, Inc. asof and for the year ended June 30, 2015, and the rel ated notesto the consolidated financial
statements and have issued our report thereon dated December 17, 2015.

Internal control over financial reporting

In planning and performing our audit of the financial statements, we considered Our Family Services, Inc.’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 opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Our Family Services, Inc.’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of Our Family Services, Inc.’sinterna control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the norma course of performing their assigned functions, to prevent, or detect and correct,
misstatements on atimely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonabl e possibility that amaterial misstatement of the entity’ sfinancial statementswill
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 isless 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 interna control that might be material weaknesses or significant
deficiencies, and therefore material weaknesses or significant deficiencies may exist that were not identified. 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 Our Family Services, Inc.’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 mattersthat are required to be reported under Government Auditing
Standards.
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Board of Directors
Our Family Services, Inc.

Purpose of thisreport

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 entity’s internal control or on
compliance. Thisreport isan integral part of an audit performed in accordance with Government Auditing Standards
in considering the entity’ sinternal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

HBL CPAs, P.C.

December 17, 2015
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Certified Public Accountants Gerald H. Beal, CPA
Randall L. Brookshier, CPA

Marianne E. DeVries, CPA
Michael J. DeVries, CPA
Coleen A. Krogen, CPA
John P. Lauer, CPA

INDEPENDENT AUDITORS REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Board of Directors
Our Family Services, Inc.
Tucson, Arizona

Report on compliance for each major federal program

We have audited Our Family Services, Inc.'s compliance with the types of compliance requirements described in the
U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that could have adirect and
material effect on each of Our Family Services, Inc.'s mgjor federal programs for the year ended June 30, 2015. Our
Family Services, Inc.'s major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

M anagement’ sresponsibility

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

Auditors' responsibility

Our responsibility is to express an opinion on compliance for each of Our Family Services, Inc.'s mgjor federa
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 Gover nment Auditing Standards, issued by the Comptroller General of the
United States and OMB Circular A-133, Audits of Sates, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonabl e assurance about
whether noncompliance with the types of compliance regquirements referred to above that could have a direct and
material effect on amajor federal program occurred. An audit requires examining, on atest basis, evidence about Our
Family Services, Inc.'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 alegal determination of Our Family Services, Inc.'s compliance.

Opinion on each major federal program

In our opinion, Our Family Services, Inc. complied, in al materia respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its mgjor federal programs for
the year ended June 30, 2015.

Report on internal control over compliance

Management of Our 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 Our Family Services, Inc.'s internal control over compliance with the types of
requirements that could have adirect and material effect on each major federal program to determine the auditing
23

5656 E. Grant Road, Suite 200 - Tucson, Arizona 85712 - www.hblcpa.com - Ph. 520-886-3181 - Fx. 520-885-3699

American Institute of Certified Public Accountants - CPAmerica International™
Private Companies Practice Section of AICPA Division of Firms - Arizona Society of Certified Public Accountants




Board of Directors
Our Family Services, Inc.

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 OMB Circular
A-133, 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 Our Family Services, Inc.'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 atype of compliance requirement of afederal program on atimely 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 noncompliance with a type of
compliance requirement of afederal program will not be prevented, or detected and corrected, on atimely basis. A
significant deficiency in internal control over complianceis adeficiency, or acombination of deficiencies, ininternal
control over compliance with atype of compliance requirement of afederal program that isless severe than amaterial
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 deficienciesininternal control over compliance that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that
were not identified. We identified a deficiency in internal control over compliance, described in the accompanying
schedule of findings and questioned costs as item 2015-001 that we consider to be a significant deficiency.

Our Family Services, Inc.’sresponseto thefinding

Our Family Services, Inc.’s response to the internal control over compliance finding identified in our audit is
described in the accompanying schedule of findings and questioned costs. Our Family Services, Inc.’s response was
not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion
on the response.

Purpose of thisreport

The purpose of thisreport oninternal control over complianceis solely to describe the scope of our testing of internal
control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

HBL CPAs, P.C.

December 17, 2015
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OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015
SECTION I - SUMMARY OF AUDITORS’ RESULTS

Financial statements

Type of auditors’ report issued: Unmodified

Internal control over financial reporting:
No material weaknesses identified.
No significant deficiencies identified.
No noncompliance material to financial statements noted.
Federal awards
Internal control over major programs:
No material weaknesses identified.
One significant deficiency identified. 2015-001

Type of auditors’ report issued on compliance for major programs: Unmodified

No audit findings disclosed as required to be reported in accordance
with Circular A-133, Section .510(a).

Identification of major programs:

93.276 Drug-Free Communities Support Program Grants
93.550 Transitional Living for Homeless Youth

93.558 Temporary Assistance for Needy Families
93.778 Medical Assistance Program

Dollar threshold used to distinguish between Type A and Type B programs: $300,000

Auditee does not qualify as a low risk auditee.

SECTION II - FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS

None
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OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED
YEAR ENDED JUNE 30, 2015

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

The following represents a significant deficiency in internal control over compliance in accordance with
OMB Circular A-133:

| Finding: 2015-001 | Program: CFDA Nos. 93.550 and 93.558 | Questioned Cost: None |

Condition: During our compliance testing of the special tests and provisions of CFDA 93.550 and CFDA 93.558,
for 2 out of 11 and for 23 out of 60 participant activity support tested, respectively, Our Family could not provide
adequate supporting backup for various program requirements.

Criteria: Organizations receiving federal funding are required to maintain sufficient documentation to support
compliance with program requirements. The requirements for these particular grants consisted of the following:

Program 93.550 - Establishing various plans to develop life skills, job readiness skills and household
management skills to support long term success after leaving the program.

Program 93.558 - Maintaining a case file for each participant, regular case manager meetings and each
participant having a signed lease agreement.

Cause and effect: Our Family moved to a new case management software during the year and was unable to pull
documentation out of the previous software after terminating its agreement with the former software company. As
a result, the organization could not substantiate that they were in compliance with various program requirements.

Perspective information: Not being able to support compliance program requirements could jeopardize future
federal awards.

Recommendation: We recommend that the organization maintain documentation that supports that all
requirements of the grant are being complied with, including ensuring access to any previous database programs
used for client data.

Management response: This situation relating to a client and program tracking software change was an anomaly
and is not expected to happen again. In October 2014, management started exploring alternative databases for
client tracking. Certain programs within the agency had been using a database called Penelope by Athena
Software. The interest was to find an agency wide data platform since Penelope did not meet all of our needs.

By January 2015, Social Solutions ETO (Efforts To Outcomes) was selected as the new database tracking system,
to be implemented in 2016. The annual renewal for Penclope was in April 2015. The plan was to eliminate use of
the Penelope software and use other available software (e.g. Excel) until the design and implementation of ETO
was complete since Penclope was not meeting our needs and was used by so few programs. Prior to our license
expiring there was a lot of back and forth communication with our representative from Athena Software in order to
understand how our data stored in Penelope would be accessible to us. Our initial understanding was that our
license would become inactive following non-renewal but that we would be able to access and view our client data.
It was finally confirmed just a few days prior to license expiration that once our renewal date passed, we would not
be able to access the database; it would be shut-down. Our data would be sent to us on a disc in Postgre SLQ
format (an unusual format). Since the data would not be in a readable format, such as Excel csv, it would cost
upwards to $10,000 to extract the data per our IT consultants. When we realized that we would not be able to
casily access our data, program staff printed as many client files as possible, focusing priority on current clients,
while the database was still active. We do currently have the disc with our data in our possession in a secure
location. It should also be noted that regarding the 23 out of 60 participants files tested during the audit, per the
provisions of CFDA 93.558, there was a monitoring visit by the grantor in January 2015. During that visit, 87
client files were reviewed. There were no findings or recommendations by the grantor.
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OUR FAMILY SERVICES, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS
YEAR ENDED JUNE 30, 2015

Federal
Federal grantor/pass-through grantor/ CFDA Pass-through Expenditures
program title number grantor's number Federal Other

U.S.Department of Agriculture Food and Nutrition Services
Passed through Arizona Department of Education

Child and Adult Care Food Program 10.558 AG KR02-1170-ALS $ 35,149 §
U.S. Department of Housing and Urban Development
Direct:
Continuum of Care Program 14.267 AZ0048LIT011205 27,384
Continuum of Care Program 14.267 AZ0048LIT011306 30,228
Continuum of Care Program 14.267 AZ0143L9T011300 28,406
Continuum of Care Program 14.267 AZ0146L.9T011300 24,256

Passed through City of Tucson:
Community Development Block Grants/

Entitlement Grants 14.218 17921 48,880
Community Development Block Grants/

Entitlement Grants 14.218 17970 60,000
Emergency Solutions Grant Program 14.231 17960 52,571
Emergency Solutions Grant Program 14.231 17979 20,405
Emergency Solutions Grant Program 14.231 17980 29,981
Emergency Solutions Grant Program 14.231 17981 49,795

Passed through Pima County:

Emergency Solutions Grant Program 14.231 CT-CD-15*%145 14,267

Continuum of Care Program 14.267 CT-CD-15*70 133,984
Passed through Primavera Foundation:

Emergency Solutions Grant Program 14.231 DES-13050-414 125,110

Continuum of Care Program 14.267 076-114-9624-761 651

Department of Veterans Affairs
Passed through Primavera Foundation -
VA Supportive Services for Veteran Families

Program 64.033 11-AZ-331 55,729
U.S. Department of Health and Human Services
Direct:
Drug-free Communities Support Program Grants 93.276 2H79SP015916-06 134,705
Transitional Living for Homeless Youth 93.550 90CX6938-03-00 187,267
Transitional Living for Homeless Youth 93.550 90CX6972-03-00 188,804
Basic Center Grant 93.623 90CY6535-02-00 170,238
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OUR FAMILY SERVICES, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS, CONTINUED
YEAR ENDED JUNE 30, 2015

Federal
Federal grantor/pass-through grantor/ CFDA Pass-through Expenditures
program title number grantor's number Federal Other
U.S. Department of Health and Human Services, continued
Passed through Casa de los Ninos -
Medical Assistance Program 93.778 CDLNO1 $ 363455 $ -
Passed through Primavera Foundation -
Temporary Assistance for Needy Families 93.558 DES-13050-414 449,801 20,852
Passed through Tumbleweed Center for Youth Development -
Demonstration Grants for Domestic Victims of
Human Trafficking 93.327 MOU 12,739 4,481
Passed through University of Arizona:
Substance Abuse and Mental Health Services -
Projects of Regional and National Significance 93.243 Y 553525 11,328 -
Corporation for National and Community Service
Direct -
Senior Companion Program 94.016 12SCWAZ001 210,231 -
$ 2465364 $ 25333

NOTE 1: Basis of accounting

The schedule of expenditures of federal and other governmental awards is presented on the accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments and Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts

presented in, or used in the preparation of, the basic financial statements.

NOTE 2: Federal expenditures by CFDA #

Federal Direct Subrecipient
CFDA # expenditures funds payments
10.558 $ 35,149  § - 3 -
14.218 108,880 - -
14.231 292,129 - -
14.267 244,909 110,274 13,707
64.033 55,729 - -
93.243 11,328 - -
93.276 134,705 134,705 -
93.327 12,739 - -
93.550 376,071 376,071 -
93.558 449,801 - -
93.623 170,238 170,238 -
93.778 363,455 - -
94.016 210,231 210,231 -

$ 2465364 $§ 1,001,519 § 13,707
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OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
SUMMARY OF PRIOR YEAR FINDINGS
YEAR ENDED JUNE 30, 2015

Finding: 2014-001 | Program: 93.276, 93.550, Government Auditing Standards, Questioned Cost: None
OMB Circular A-122

Condition: Salaries charged to the major programs under cost-reimbursement arrangement were not supported by
employee timesheets indicating hours worked in each program.

Criteria: Attachment B, Paragraphs 8.m(2)(a) through 8.m(2)(c) Office of Management and Budget Circular A-
122, Cost Principles for Non-Profit Organizations, require that support for charges to awards for salaries and
wages must meet the following standards:

a) The reports must reflect an after-the-fact determination of the actual activity of each employee. Budget
estimates (i.e., estimates determined before the services are performed) do not qualify as support for
charges to awards.

b) Each report must account for the total activity for which employees are compensated and which is required
in fulfillment of their obligations to the organization.

c) The reports must be signed by the individual employee, or by a responsible supervisory official having
first-hand knowledge of the activities performed by the employee, that the distribution of activity
represents a reasonable estimate of the actual work performed by the employee during the periods covered
by the reports.

Cause and effect: Our Family’s policy is to establish a budget for each employee’s hours by program (estimates
determined before the services are performed as described in (a) above) and to charge such allocated to costs to the
various programs, unless informed by the employee that actual hours worked were different from the budget. For
17 payroll transactions out of 60 tested, the amount charged to the major program was based on the pre-determined
allocation, although time sheet indicating hours worked in each program, signed by the employee, indicated that
the actual hours worked were different from the estimate determined in advance of the pay period. Additionally,
for one transaction, there was no time sheet indicating actual hours worked in each program.

Perspective information: Although the net effect of the 17 known instances of actual hours worked differing from
the amount billed to the major programs was a known undercharge of $731, in practice the organization is not
updating the allocation of salaries to reflect actual hours worked. This deficiency in internal control could result in
questioned costs reportable on the schedule of findings and questioned costs if more transactions were tested or if
different employees’ timesheets were tested, which could lead to the need to repay federal agencies for unallowed
costs or could jeopardize future federal funding.

Recommendation: We recommend that all charges to federal awards for salaries be supported by time sheets
signed by the employee and indicating the number of hours worked in each program, and that the allocation of
hours to the various federal programs reflect these actual hours worked rather than the pre-determined budget.

Current year status: Resolved.
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OUR FAMILY SERVICES, INC.
AND OUR FAMILY SERVICES FOUNDATION, INC.
SUMMARY OF PRIOR YEAR FINDINGS, CONTINUED
YEAR ENDED JUNE 30, 2015

| Finding: 2014-002 | Program: Government Auditing Standards | Questioned Cost: None |

Condition: During our review of bank reconciliations for the operating account during the year, 11 months out of
12 had not been reconciled until several months after the statement date. This is a repeat comment from the year
ended June 30, 2012.

Criteria: Timely reconciliations of bank statements provide an important monitoring safeguard to prevent or
detect fraudulent transactions in cash accounts and for an organization’s internal controls over financial reporting.

Cause and effect: Fraudulent transactions could have occurred in the organization’s bank accounts which would
have gone undetected for a significant period of time.

Perspective information: Most financial institutions will not correct an error unless it is brought to their attention
in writing within 30 days of the statement date. Because of this, timely reconciliation of the bank accounts is

crucial to protect the assets of Our Family.

Recommendation: We recommend that all bank accounts be reconciled within 30 days of month end.

Current year status: Resolved.
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