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Independent Auditor’s Report

To the Board of Directors
Walden Family Services

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Walden Family Services, which comprise
the consolidated statements of financial position as of December 31, 2012 and 2011, and the related consolidated
statements of activities, functional expenses and cash flows for the years then ended, and the related notes to the

consolidated financial statements.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presenta’e “of these consolidated financial statements in
accordance with accounting principles gencrally accepted inthe Umfe; ~ States of Amerlca th1s 1ncludes the
design, implementation, and maintenance of internal com;];tﬁl relevant to the'
consolidated financial statements that are free from material nijsstatement, ‘whether due to fraud or error,

Auditor's Responsibility

Comptroller General of the UmtedtStates
reasonable assurance about whethér

hose ‘tandards require that we plan and perform the audit to obtain
e consohdated financial statements are free from material misstatement,

An audit involves performing procedu 1% obtam audit evidence about the amounts and d1sclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s 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 auditor considers internal control relevant {o the entity’s preparation
and fair presentation of the consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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To the Board of Directors Page 2
Walden Family Services

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Walden Family Services as of December 31, 2012 and 2011, 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.

Other Mutters
Other Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The accompanying supplementary information is presented for purposes of additional analysis and is not a
required part of the consolidated financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organization, and is also not a required 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, nsed to prepare the consolidated financial
statements. The information has been subjected to the auditing procg,,dures applied in the audit of the consolidated
financial statements and certain additional procedures, mc]udliig c@mpanng and reconciling such information
directly to the underlying accounting and other records used 16 Prepare flie consolidated financial statements or to
the consolidated financial statements themselves, and oth&r, dditional p;gcedures in accordance with audltmg
standards generally accepted in the United States of America.1 ,qc'Jur opinion, the information is fairly stated, in all
material respects, in relation to the consolidated ﬁnanclal statemerits as a whole.

Other Reporting Required by Government Auditing S";Efﬁd& ds

A

In accordance with Government Auditing’

our consideration of Walden Famﬂy S iternal control over financial reporting and on our tests of its
compliance with certain prowswns”of laws; _f:gulatlons contracts, and grant agreements and other matters. The
purpose of that report is to descan he scope of our testing of internal control over financial reporting and
compliance and the results of that testing, ‘s,and not to provide an opinion on internal control over financial
reporting or on comphance That report 1s:4n integral part of an audit performed in accordance with Government
Auditing Standards in considering Walden Family Services’ internal confrol over financial reporting and
compliance.

ndards, we iave also issued our report dated , 2013, on

San Diego, California
, 2013



WALDEN FAMILY SERVICES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2012 AND 2011

ASSETS
201
Current Assets: (Notes 1, 2 and 4)
Cash and cash equivalents $ 1,145,237
Accounts receivable, net 683,216
Contributions receivable 08,594
Prepaid expenses 56,958
Total Current Assets 1,984,005
Noncurrent Assets: (Notes 1, 2, 3 and 5)
Contributions receivable 40,000
Property and equipment, net 41,879
Deposits 14,975
Total Noncurrent Assets 96,854
TOTAL ASSETS 2,080,859
Current Liabilities: (INotes 1 and 3)
Overpayments 32,089
Accounts payable - Foster parents 189,745
Accounts payable and accrued expenses 219,412
Accrued compensated absences 115,962
Note payable -
Total Current Liabilities 557,208
Total Liabilities 557,208
Commitments (Notes 4, 7 and 8)
Net Assets: (Notes | and 6)
Unrestricted 1,075,657
Temporarily restricted 447,994
Total Net Assets 1,523,651
TOTAL LIABILITIES AND NET ASSETS § 2,080,859

The accompanying notes are integral part of the conselidated financial statements.

2011

883,490
637,286
23,920
26,428

BEEGRE

41,758
32,330

74,088

1,645,221

41,287
165,019
187,768
115,792

3,733

513,599

513,599

742,363
389,259

- 1,131,622

$

1,645,221



WALDEN FAMILY SERVICES
CONSOLIDATED STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2612

Temporarily
Unrestricted Restricted Total
Revenue and Support:
Adoption revenue $ 325,300 $ - % 325,300
Aftercare revenue 213,751 - 213,751
Foster care placements 5,084,723 - 5,084,723
Grants and confributions 485,667 501,223 986,890
Nuturing parenting program revenue 98,596 - 98,596
Other income 46,933 - 46,933
Net assets released from restrictions 442,488 (442,488) -
Total Revenue and Support 6,697,458 58,735 6,756,193
Expenses:
Program Services 5,575,397 - 5,575,397
Supporting Services:
(General and administrative 511,411 - 511,411
Fundraising #45,277,356 - 271,356
Total Supporting Services - 788,767
Total Expenses - 6,364,164
Change in Net Assets "” = 333,294 58,735 392,029
Net Assets at Beginning of Year 742,363 389,259 1,131,622

NET ASSETS AT END OF YEAR $ 1,075,657 § 447,994 § 1,523,651

4;‘

The accompanying notes are integral p consolidated financial statements.



WALDEN FAMILY SERVICES
CONSOLIDATED STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2011

Temporarily
Unrestricted Restricted Total
Revenue and Support:
Adoption revenue $ 350,000 $ - § 350,000
Aftercare revenue 220,926 220,926
Foster care placements 5,206,577 - 5,206,577
Grants and contributions 268,812 402,883 671,695
Mental health service reimbursements 105,760 - 105,760
Other income 73,808 - 73,808
Net assets released from restrictions 314,767 (314,767) -
Total Revenue and Support 6,540,650 88,116 6,628,766
Expenses:
Program Services 5,726,960 - 5,726,960
Supporting Services:
General and administrative 598,847 - 598,847
Fundraising - 241,000
Total Supporting Services - 839,847
Total Expenses - 6,566,807
Change in Net Assets 88,116 61,959
Net Assets at Beginning of Year 768,520 301,143 1,069,663

NET ASSETS AT END OF YEAR $ 742,363  § 389,259 § 1,131,622

The accompanying notes are integral pért of t]?iwe consolidated financial statements.



WALDEN FAMILY SERVICES

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2012

Advertising - foster parents
Advertising and marketing
Bank and payroll charges
Behavior and nurse consultants
Child activities and special events
Conferences, meetings and training
Coniract labor
Depreciation
Emancipated youth
Equipment and building maintenance and supplies
Equipment rents and leases
Foster parent recruitment bonuses
Foster parent reimbursements
Foster parent well-being
Insurance
Licenses and fees
Memberships and dues
Mileage reimbursement
Office and computer maintenance and supplies
Office rents and leases
Other
Payroll taxes and employee benefits
Postage
Printing
Professional fees
Regional center respite care
Salaries
Storage
Telecommunications
Training - foster parents
Travel
Utilities

Total Expenses

The accompanying notes are integral part of the consolidated financial statements.

Supporting Services

Program General and

Services _Administrative _Fundraising Total
8 45934 § - % - 5 45,934
1,316 2,592 4,779 8,687
- 12,796 2,163 14,959
121,160 - - 121,160
11,914 - 51,032 62,946
17,790 4,846 2,038 24,674
41,944 21,874 6,296 70,114
11,308 13,440 - 24,748
94,503 - - 94,503
1,746 548 341 2,635
23,197 5,252 - 28,449
1,769 - - 1,769
2,203,730.4%%, - - 2,203,730
39,807 - 39,807
554 5417 115,376
2,087 42,462
- 13,276
788 118,097
566 31,819
1,572 261,452
31,005 53,754
523,977 88,041 32,890 644,908
6,846 1,424 1,814 10,084
8,072 1,544 8,251 17,867
250 26,750 566 27,566
66,559 - - 66,559
1,736,352 262,938 125,652 2,124,942
1,745 9,007 - 10,752
58,390 8,757 - 67,147
6,057 - - 6,057
2,303 1,385 99 4,289
2,772 870 - 3,642
$ 5,575,397 § 511,411 § 277,356 % 6,364,164




WALDEN FAMILY SERVICES

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2011

Supporting Services

Program General and
Services  Administrative  Fundraising Total

Advertising - foster parents $ 63,583 § - 8 - 5 63,583
Advertising and marketing 236 1,592 6,862 8,650
Bank and payroll charges - 24,640 4,510 29,150
Behavior and nurse consultants,

human resources and accounting consultants 149,183 8,963 254 158,400
Child activities and special events 8,359 - 43,842 52,201
Conferences, meetings and tralning _ 11,887 2,150 1,364 15,401
Contract labor 23,658 30,775 14,593 §9,026
Depreciation 12,331 16,985 - 29,316
Emancipated youth 105,343 - - 105,343
Equipment and building maintenance and supplies 3,740 43 - 3,783
Equipment rents and leases 24,826 5,081 - 29,907
Foster parent recruitment bonuses : - 4,165
Foster parent reimbursements - 2,192,062
Foster parent well-being - 26,313
Insurance 4,176 108,916
Licenses and fees 3,767 35,675
Memberships and dues 3,931 15,933
Mileage reimbursement 374 122,362
Office and computer maintenance and supplies 1,099 30,627
Office rents and leases 2,160 203,641
Other ; 3,931 37,869
Payroll taxes and employee benefits 547,982 107,099 22,691 677,772
Postage 1,766 3,089 2,453 13,308
Printing 6,596 3,144 18,619 28,359
Professional fees - 25,970 - 25,970
Regional center respite care ' 69,712 - - 69,712
Salaries ' 1,841,769 278,700 106,358 2,226,827
Storage 2,264 9,605 - 11,869
Telecommunications 38,509 5,722 - 44231
Training - foster parents 9,837 - - 9,837
Travel 2,409 2,672 16 5,007
Utilities 1,462 - - 1,462

Total Expenses § 5726960 § 598,847 § 241,000 § 6,566,807

The accompanying notes are integral part of the consolidated financial statements.



WALDEN FAMILY SERVICES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

2012
Cash Flows From Operating Activities:
Change in net assets ‘ $ 392,029
Adjustments to reconcile change in net assets to

net cash provided by operating activities:

Depreciation 24,748
(Increase) Decrease in:
Accounts receivable, net (45,930)
Contributions recetvable (114,665)
Prepaid expenses (30,530)
Increase (Decrease) in:
Overpayments (9,198)
Accounts payable - Foster parents 3,613
Accounts payable and accrued expenses 31,644
Accrued compensated absences 170
Net Cash Provided by Operating Activities . 251,881

Cash Flows From Invesi_ihg Activities;

Purchases of property and equipment (3,756)
Decrease (Increase) in deposits 17,355
Net Cash Provided by (Used in) Investing Actlvmes 13,599
Cash Flows From Financing Activities:
Payments on note payable (3,733)
Net Cash Used in Financing Activitis (3,733)
261,747
883,490
CASH AND CASH EQUIVALENTS AT "END OF YEAR § 1,145,237
Supplemental Disclosures of Noncash Investing
and Financing Activities;
Acquisition of property and equipment included in accounts
payable and accrued expenses b 21,113

The accompanying notes are an integral part of the consolidated financial statements.

$

[\
]
pod
.

61,959

29,316
165,244
18,969
9,125
(45,323)

(76,371)
(21,650)

141,269

(2,853)
(3,396)

(6,249)

(7,486)

(7,486)

127,534

755,956

883,490



WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 1 - Organization and Significant Accounting Policies:

Organization

The consolidated financial statements will be referred to as “Organization” and include the accounts of the
following entities:

‘Walden Environment

Walden Environment dba Walden Family Services (Walden) was formed in 1976 as a nonprofit
organization to provide advocacy, out of home placement, and treatment services for children unable to
remain in their own homes due to abandonment, abuse, or neglect. Walden’s goal is to help stabilize
children, youth and families through community-based prevention and intervention services. Walden is a
treatment-level foster family and adoption agency which is engaged in the recruitment, certification, and
training of foster and adoptive parents, and the placement of foster and adoptive children, Walden’s
funding comes primarily from federal, state, and county welfare programs. Walden provided services to
430 unique foster care clients plus hundreds more ch11drenfy0uth/teens through our Adoptions, After Care,
Cal Learn and First 5 Nurturing Parenting programs.

Walden Family Services Foundation

s&_‘a = ' )
as”incorporated in 200I. The purpose of the

f c_ontributions for the benefit of Walden. The
edifrom businesses and individuals in Southern

Foundation’s support is mamly from contlﬂ:vutw
California.

= Adoption

Walden Family Services is committed to the child’s need for a permanent home. In order to facilitate
strong attachments, Walden pros ides training and supportive therapy for the family and child. In
addition, post adoptive services afe provided after the legal adoption services are finalized. Walden is
committed to facilitating the family’s adjustments as the child grows through each developmental stage
into early adulthood.

= Therapeutic Foster Care

Therapeutic foster care is an alternative to institutionalization for children. The children in Walden’s care
have severe emotional and behavioral challenges as a result of past abuse and are in need of intensive
services to help them heal and remain in a family environment. Many of the children have suffered the
trauma of multiple foster families or group home placements before coming to Walden. With Walden’s
specially trained foster families and support services, children that otherwise would be in a group home
are able to live with a family. Walden is a cost-effective alternative to group home care that allows
children to grow into healthy aduit members of the community.



WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 1 - Organization and Significant Accounting Policies: (Continuned)

QOrganization {Continued)

»  Special Health Care Needs

Walden’s Special Health Care Needs (SHCN) program is designed to move medically fragile children out
of skilled nursing facilities and hospitals info highly skilled and specifically trained certified foster
families. This program also cares for children with technology-dependent conditions such as apnea
monitors, nebulizers, oxygen, feeding tubes and other adaptive equipment. Other children in the program
may include drug-exposed infants, juvenile diabetics, failure to thrive infants, premature infants, or
children with other life threatening medical conditions. This unique program includes intensive training
and support for foster parents willing to care for a child with special health care needs.

« Developmental Disabilities Program

Walden Family Services serves the needs of foster children and teens with developmental disabilities and
behav1ora1 chailenges Developmental disabilities 1nclude mental retardatlon cerebral palsy, epllepsy,

Through a contract with First 5ofSan Bernardino, Walden is providing the Walden Teen Nurturing
Parenting Classes for teen parents(up to age 18) with children 0-5 years old throughout San Bernardino
County. Nurturing Parenting Curriculum is an evidenced-based philosophy that helps parents enhance their
parenting skills, and the classes are offered free of charge in locations across the county.

« Cal-Learn

Walden provides the Cal-Learn program, designed fo assist pregnant and parenting teens receiving
CalWORKS to attend and graduate from high school, or its equivalent. Coordinated services help teens
become self-sufficient adults and responsible parents, obtaining an education and having access to health
and social services.

10



WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 1 - Organization and Significant Accounting Policies: (Continued)

Organization (Continued)

= Foster Care for Pregnant and Parenting Teens

Walden provides support and training to pre and post emancipated pregnant and parenting teens through
this program. Services include support with the court process, parenting training, budgeting assistance
and referrals to community resources. The program offers services and support to both teens that have
custody of their children and teens working toward reunification with their dependent children.
Additionally, under this program, Walden supports California Statute SB500 (Whole Family Foster Home
- WFFH) placements and provides the services listed in the above paragraph to WFFH placements.

» Independent Futures Program

Walden created the Independent Futures Program in 2001 to assist pre and post emancipated Walden
foster youth when they exit from foster care. It is a grant and phllanthropy funded program which serves
over 150 pre- and post-emancipated foster youth. FundingHas made it possible for Walden to focus on
the core areas of its program: education (supporting you’%h"‘t rgugh high school and college with exposure,
tutoring, resource management, applications); emgl@ymenf”( esume building, interview skills, job
expectations, ethical behavior, productivity and atptude) health’ "(‘capmg with chronic health issues that
are often the consequence of early abuse and negl ,{t)ﬁconneotlons (adult mentors that will serve as a
constant source of support for these youth who often; have no other lasting relationships); financial
literacy (shopping, bills, housing deposits); housing (develeping a housing budget, paperwork, acquiring
utilities and obtaining necessary furnishings). '

»  San Bernardino After Care

ot

Walden is contracted with S; Béthardino, C
21 year olds. Walden’s Aftercare programw is a supportive service that assists former foster youth with
overcoming the challenges the ay face when leaving foster care. We believe former foster youth have
what it takes to succeed and support ‘them in common areas that former foster youth often struggle with
such as, daily life skills, medical, dental and emotional health, mentoring, educational assistance,
employment assistance, housing assistance and permanent connection support.

Significant Accounting Policies

Consolidated Financial Statements

The consolidated financial statements include the accounts of Walden Environment and Walden Family
Services Foundation. All material intercompany transactions have been eliminated in consolidation,

11



WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 1 - Organization and Significant Accounting Policies: (Continued)

Significant Accounting Policies (Continued)

Method of Accounting

The consolidated financial statements of the Organization have been prepared on the accrual basis of
accounting which is in accordance with accounting principles generally accepted in the United States of
America (GAAP) and, accordingly, reflect all significant receivables, payables, and other liabilities.

Financial Statement Presentation

The consolidated financial statements present information regarding the financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets and
permanently restricted net assets.

Estimates

The preparation of financial statements in conformity with gk
United States of America requires management to make}lgesglmate
amounts of assets and liabilities and disclosure of contmgent assets

nting principles generally accepted in the
d assumptions that affect the reported
d-diabilities at the date of the financial

could differ from those estimates.

Fair Value Measurements

and enhance disclosure requxrements for ‘fair ‘vaiue measurements. The fair value hierarchy distinguishes
between market patticipant assumptions based on market data obtained from sources jndependent of the
reporting entity (observable inputs th @1’6 classified within Level 1 or 2 of the hierarchy) and the reporting
entity’s own assumptions about market participant assumptions (unobservable inputs classified within Level 3
of the hierarchy). These standards do not change existing guidance as to whether or not an instrument is carried
at fair vaiue. The Organization had no financial instruments at December 31, 2012 and 2011.

Allowance for Doubtful Accounts and Overpaviments

Accounts receivable consist of program fees due from counties in Southern California that have been earned
for foster children, Bad debts are recognized on the allowance method based on historical experience and
management’s evaluation of outstanding receivables. The allowance for doubtful accounts receivable totaled
$43,898 and $47,674 at December 31, 2012 and 2011, respectively.

Overpayments are fees received from funding sources which Walden has determined are not due at the time of
receipt. Overpayments totaled $32,089 and $41,287 at December 31, 2012 and 2011, respectively.

12



WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 1 - Oreanization and Sienificant Aceounting Policies: (Continued)

Significant Accounting Policies (Continued)

Contributions

Contributions are recognized when the donor makes a promise to give to the Organization that is in substance,
unconditional. Contributions that are restricted by the donor are reported as increases in unrestricted net assets
if the restriction expires in 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. Contributions to be received in future periods are discounted at an appropriate discount
rate. Amortization of discounts is recorded as additional contribution revenue in accordance with donor-
imposed restrictions, if any, on the contributions.

Capitalization and Depreciation

The Organization capitalizes all expenditures in excess of $500g‘”f0r property and equipment at cost, while
donations of property and equipment are recorded at their esti ﬁl@d fair values. Such donations are reported
as unrestricted unless the donor has restricted the donateg asset tma specific purpose. Assets donated with
explicit restrictions regarding their use and contrlbutlg%rgg of .cash the “must be used to acquire property and
equipment are reported as restricted. Absent donor stipulas n‘s%regardmg how long those donated assets must
be maintained, the Organization reports expirations of donorjrestrictlons when the donated or acquired assets
are placed in service as instructed by the donor. Thg rgamza”hon reclassifies temporarlly restricted net assets

to unrestricted net assets at that time. Property an qlﬁ%fﬂﬂllt are depreciated using the straight-line method
over the estimated useful asset lives as folloWs:

Furniture and eqmpment, 5 years
Leasehold 1mprovemeﬂ 5 years
Software ; 3 years

Depreciation totaled $24,748 and $ 9%01" the years ended December 31, 2012 and 2011, respectively.

Maintenance and repairs are charged to operations as incurred. Upon sale or disposition of property or
equipment, the asset account is reduced by the cost and the accumulated depreciation account is reduced by the

depreciation taken prior to the sale. Any resultant gain or loss is then recorded as income or expense.

Compensated Absences

Accumulated unpaid vacation totaling $115,962 and $115,792 at December 31, 2012 and 2011, respectively, is
accrued when incurred.

13



WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 1 - Oreanization and Sienificant Accounting Policies: (Continued)

Significant Accounting Policies (Continued)

Revenue Recognition

« Adoption Revenune
Adoption placement revenue is recorded when the billing invoice is sent to the State of California. One
half is recorded at adoption signing and the remainder at the finalization stage. Walden provides training
and supportive therapy for the family and child and post adoptive services.

»  Aftercare Revenue

Walden contracts with San Bernardino County to provide aftercare services to emancipated foster youth.
Walden is reimbursed for allowable expenses and revenue is recorded at the time expenses are incurred.

« Foster Care Placements

Centers. In turn, Walden issues monthly payments to the stter families for its children. This
reimbursement to foster parents represents approxﬁ’ﬁ te;I}M3% afd 40% of the total foster care revenue
for the years ended December 31, 2012 and, 2011, respectwely The remaining 57% and 60% revenue
for the years ended December 31, 2012 and 2’ L respec’clvely, is used for all other operations such as

prov1dmg weekly soc:al worker case managefy skills training, psychiatric and therapeutic support,

Walden provides mental healt quservmes and receives reimbursements per contract for its children from

the respective counties. The Orgamzahon ceased mental help services in June 2011 due to San Diego
County not extending the contract: for individual foster family agencies.

«  First 5 Nurturing Parenting Program Reimbursements

Walden contracts with First 5 of San Bernardino to provide Teen Nurturing Parenting Classes for teen
parents (up to age 18) with children 0 - 5 years old throughout San Bernardino County. Nurturing
Parenting Curriculum is an evidenced-based philosophy that helps parents enhance their parenting skills,
and the classes are offered free of charge in locations across the county. Walden is reimbursed for
allowable expenses and revenue is recorded at the time the expenses are incurred.

14



WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 1 - Organization and Significant Accounting Policies: (Continued)

Significant Accounting Policies {Continued)

Donated Services and Materials

The Organization utilizes the services of many volunteers throughout the year. This contribution of services
by the volunteers is not recognized in the consolidated financial stafements unless the services received (a)
create or enhance nonfinancial assets or (b) require specialized skills which are provided by individuals
possessing those skills and would typically need to be purchased if not provided by donation. The donated
services for the years ended December 31, 2012 and 2011, did not meet the requirements above, therefore no
amounts were recognized in the consolidated financial statements.

In-kind contributions of goods used for program services with an estimated fair value of $29,626 and $28,048
for the years ended December 31, 2012 and 2011, respectively, are included in grants and contributions in the
consolidated statement of activities.

Allocated Expenses

The Organization allocates its expenses on a functmnal basis am_ng its various programs and supporting
services. Expenditures which can be identified with | spe<:1ﬁc program or support services are allocated
directly, according to their natural expenditure classificat] wnw"Costs thiat are common to several functions are
allocated among the program and supporting servi = Hasi of time records, space utilized, and estimates
made by the Organization’s management.

Income Taxes

a(airze*""gxempt from income taxes under Section 501(¢)(3) of
of the California Revenue and Taxation Code. Walden and

Walden and Foundation are public hari
the Internal Revenue Code and Seﬁio
Foundation believe that they hdve

S

%appmpnate ‘support for any tax positions taken, and as such, do not have
any uncertain tax positions that arg matemal to the financial statements. Walden and Foundation are not

private foundations.

The Organization’s Return of Organization Exempt from Income Tax for the years ended December 31, 2012,
2011, 2010 and 2009 are subject to examination by the Internal Revenue Service and State taxing authorities,
generally the three to four years after the returns were filed.

Concentrations
Credit Risk
The Organization maintains jts cash and investments in bank deposit accounts and brokerage accounts
which, at times, may exceed federally insured limits. The Organization has not experienced any losses in

such accounts. The Organization believes it is not exposed to any significant credit risk on cash and cash
equivalents,
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WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 1 - Organization and Significant Accounting Policies: (Continued)

Significant Accounting Policies (Continuned)

Concentrations (Continued)

Revenue

The primary accounts receivable balance consist of amounts due from three government agencies for foster
care placements totaling $476,026 which represents 70% of the total accounts receivable balance as of
December 31, 2012,

The Organization received $5,084,723 or 75% of its revenue and support from eight government agencies for
foster care placements for the year ended December 31, 2012,

Cash and Cash Equivalents

For purposes of the consolidated statement of cash flows, THe Organization considers all highly liquid
investments available for current use with an initial maturitys6fhree months or less to be cash equivalents.
Certificates of deposits that may be redeecmed without a; ssipnifica ot penalty are considered cash and cash
equivalents regardless of the maturity. The following is composmonﬂ“@f the combined amounts appearing in
the consolidated statement of cash flows at December 31

2012

b
—
—

Cash and money market funds
Certificates of deposit
Total Cash and Cash Equivalents

$ 944,445 $ 682,698
200,792 200,792
$ 1,145,237 $ 883,490

Subsequent Events

In preparing these consolidated financial statements, the Organization has evaluated events and transactions for

potential recognition or disclosure through , 2013, the date the consolidated financial statements
were available to be issued.

Reclassification

The Organization has reclassified certain prior year information to conform with the current year presentation.
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WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 2 - Contributions Receivable:

Contributions receivable consist of the following at December 31:

2012 2011
Current:
Due in less than one year $ 98,594 $ 23,929
Noncurrent:
Due in one to five years 40,000 -
Total Contributions Receivable $ 138,594 $ 23,929

Management believes that all coniributions receivable were fully collectible; therefore, no allowance for doubtful
accounts was recorded as of December 31 2012 and 2011.

Note 3 - Property and Equipment:

Property and equipment consist of the following at December 31:

2012 011

Furniture and equipment $ 278,759 $ 253,889

Leasehold improvements 22,834 22,834

Software 41,803 41,803
Subtotal 343,396 318,526
Less: Accumulated depreciation (301,517) (276,768)

Property and Equipment, Net $ 41,879 $ 41,758

Note 4 - Lines-of-Credit:

Walden has a line-of-credit with
prime rate (3.25% at December 3 )
by a certificate of deposit (Note 1). The

ki in the‘amount of $100,000 with interest at the Wall Street Journal
Ti%e line-of-credit is renewable on January 14, 2013, and is secured

a5 no outstanding balance at December 31, 2012 and 2011.

The Foundation has a line-of-credit with Union Bank in the amount of $100,000 with interest at the Wall Street
Journal prime rate (3.25% at December 31, 2012). The line-of-credit is renewable on January 14, 2013, and is
secured by a certificate of deposit (Note 1). There was no outstanding balance at December 31, 2012 and 2011.

Note 5 - Note Pavable:

Note payable consists of the following at December 31:

2012 2011
CIT, secured by equipment, payable in monthly installments of $623,
no stated interest, matures June 2012, $ - $ 3,733
Total Note Payable $ - $ 3,733
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WALDEN FAMILY SERVICES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Note 6 - Temporarily Restricted:

Temporarily restricted net assets are available for the following purposes at December 31:

2012 2011
Transitions $ 118,861 $ 48,538
Independent futures 187,955 189,865
Fostering Promising Families 46,632 -
Scholarships 31,419 24,538
I’'mpossible 27,627 28,948
Contributions receivable 23,000 -
Job readiness 12,500 -
Respite - 49,522
Special projects - 47,848

$ 447,994 $§ 389,259

Net assets totaling $442,488 and $314,767 were released from dono %ictions by incurring expenses satisfying the
purpose or time restrictions specified by donors for the years ended:December 31, 2012 and 2011, respectively.

Note 7 - Deferred Compensation Plan:

ntributions to the Plan, The Organization did not
, 2012 and 2011.

of his or her assets. The Organization may ma,ke matc in
make a matching contribution for the years endét December 31

Note 8 - Operating Lease Commltmgrgts'

The Organization leases its facilitiCsunder va’j,_ us operating lease agreements. The leases expire at various dates
through October 2015. Office rents

1d.leases totaled $261,452 and $293,641 for the years ended December 31,
2012 and 2011, respectively.

r

Future minimum lease payments are as follows:

Years Ended

December 31
2013 $ 209,006
2014 164,880
2015 101,186
Total $ 475,072

The Organization also leases certain office equipment under various operating lease agreements and month-to-
month rentals. Equipment rents and leases totaled $28,449 and $29,907 for the years ended December 31, 2012
and 2011, respectively.
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WALDEN FAMILY SERVICES
CONSOLIDATING SCHEDULE OF FINANCIAL POSITION

DECEMBER 31, 2012
ASSETS
Walden Foundation  Eliminafions Consolidated
Current Assets:
Cash and cash equivalents $ 626,286 § 518,951 § - § 1,145237
Accounts receivable, net 683,216 - - 683,216
Contributions receivable - 98,594 - 98,594
Prepaid expenses 56,958 - - 56,958
Intercompany receivables 55,333 - (55,333) -
Total Current Assets 1,421,793 617,545 (55,333) 1,984,005
Nencurrent Assets:
Confributions receivable - 40,000 - 40,000
Property and equipment, net 41,879 - - 41,879
Deposits 14,975 - - 14,975
Total Noncurrent Assets 56,854 40,000 - 96,854
TOTAL ASSETS S 657,545 $§  (55,333) $ 2,080,859
Current Liabilities:
Overpayments - $ $ 32,089
Accounts payable - Foster parents - - 189,745
Accounts payable and accrued expenses - - 219,412
Accrued compensated absences - - 115,962
Intercompany payables - 55,333 (55,333) -
Total Current Liabilities 557,208 55,333 (55,333) 557,208
Total Liabilities 557,208 55,333 (55,333) 557,208
Net Assets:
Unrestricted 884,447 191,210 - 1,075,657
Temporarily restricted 36,992 411,002 - 447,994
Total Net Assets 021,439 602,212 - 1,523,651
TOTAL LIABILITIES AND NET ASSETS $ 1,478,647 $ 657,545 $  (55,333) § 2,080,859
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WALDEN FAMILY SERVICES
CONSOLIDATING SCHEDULE OF FINANCIAL POSITION

Current Assets:
Cash and cash equivalents
Accounts receivable, net
Contributions receivable
Prepaid expenses
Intercompany receivables
Total Current Assets

Noncurrent Assets:
Property and equipment, net
Deposits
Total Noncurrent Assets

TOTAL ASSETS

Current Liabilities:
Overpayments
Accounts payable - Foster parents
Accounts payable and accrued expenses
Accrued compensated absences
Note payable
Intercompany payables

Total Cwrrent Liabilities

Total Liabilities
Net Assets:
Unrestricted
Temporarily restricted

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

DECEMBER 31, 2011
ASSETS

Walden Foundation  Eliminations Consolidated
$ 286,856 § 596,634 § - $ 883,490
637,286 - - 637,286
- 23,929 - 23,929
26,428 - - 26,428
181,473 - (181,473) -
1,132,043 620,563 (181,473) 1,571,133
41,758 - - 41,758
32,330 - - 32,330
74,088 - - 74,088
$ 1,206,131.46 620,563 § (181,473) $§ 1,645,221

$

-8 - % 41,287

- - 165,019

- . 187,768

115,792 - - 115,792
3,733 - - 3,733
- 181,473 (181,473) -
513,599 181,473 (181,473) 513,599
513,599 181,473 (181,473) 513,599
692,532 49,831 . 742,363
- 389,259 - 389,259
692,532 439,090 - 1,131,622
1,206,131 § 620,563 $ (181,473) § 1,645221
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WALDEN FAMILY SERVICES
CONSOLIDATING SCHEDULE OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2012

Walden Foundation Eliminations  Consolidated
Revenue and Support:
Adoption revenue $ 325300 % - § - § 325300
Aftercare revenue 213,751 - - 213,751
Foster care placements 5,084,723 - - 5,084,723
Grants and contributions 111,625 875,265 - 986,890
Nuturing parenting program revenue 98,596 - - 98,596
Other income 46,740 193 - 46,933
Total Revenue and Support 5,880,735 875,458 - 6,756,193
Expenses:
Program Services 5,140,417 - 434,980 - 5,575,397
Supporting Services:
General and administrative 511,411 - - 511,411
Fundraising - 277,356 - 277,356
Total Supporting Services 511,411 257,356 - 788,767
Total Expenses - 6,364,164
Change in Net Assets - 392,029
Net Assets at Beginning of Year - 1,131,622
NET ASSETS AT END OF YEAR - § 1,523,651
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WALDEN FAMILY SERVICES
CONSOLIDATING SCHEDULE OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2011

Walden Foundation Elimjnations  Consolidated
Revenue and Support;
Adoption revenue $ 350,000 § - 3 - $ 350,000
Aftercare revenue 220,926 220,926
Foster care placements 5,206,577 - - 5,206,577
Grants and contributions - 671,695 - 671,695
Mental health service reimbursements 105,760 - - 105,760
Other income 73,289 519 - 73,808
Total Revenue and Support 5,956,552 672,214 - 6,628,766
Expenses:
Program Services 5,367,088 359,872 - 5,726,960
Supporting Services:
General and administrative 598,847 - - 508,847
Fundraising - 241,000 - 241,000
Total Supporting Services 598,847 - 839,847
Total Expenses 5,965,935 _ - 6,566,807
Change in Net Assets - 61,959
Net Assets at Beginning of Year - 1,069,663
NET ASSETS AT END OF YEAR 439,000 § - § 1,131,622
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WALDEN FAMILY SERVICES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2012

Federal
Federal Grants/Pass -Through CFDA Federal
Grantor/Program or Cluster Title Number Expenditures
U.S. Department of Health and Huwman Services:
Pass-Through Programs From: 7

Foster Care Title IV-E: 93.658
County of Los Angeles 944,400
County of San Bernardino 511,816
County of Riverside ' 421,435
County of San Diego 313,625
County of Orange 66,500
Imperial County 21,949
County of Venture 4,337
County of Siskiyou 1,057
Total Foster Care Title IV-E 2,285,119

Adoption Assistance: , . 93.659
California Department of Health and Human Services . 162,500

Chafee Foster Care Independence Progra ) 93.674
County of San Bernardino 171,001
2,618,620

5 _2.618620

Note - Basis of Presentation

The schedule of expenditures of federal awards includes the federal grant activity of Walden Environment, Inc. and
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.
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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

To the Board of Directors
Walden Family Services

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 Walden Family Services, which comprise
the statements of financial position as of December 31, 2012 and 2011, and the related statements of activities,
functional expenses and cash flows for the years then ended and the related notes to the financial statements, and
have issued our report thereon dated ’

Internal Control Over Financial Reporting

: eSIgn br operation of a control does not allow management or
employees, in the normal course .of perfoim heir assigned functions, to prevent, or detect and correct,
misstatements on a tlmely basis. A‘;m erial weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonabl ﬁSlbﬂlty that a material misstatement of the entity’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.
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To the Board of Directors Page 2
Walden Family Services

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Walden Family Services’ 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.

San Diego, California
, 2013
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Independent Auditor’s Report on Compliance
for Each Major Program and on Internal Control Over
Compliance Required by OMB Circular A-133

To the Board of Directors
Walden Family Services

Report on Compliance for Each Major Federal Program

We have audited Walden Family Services’ compliance with the types of compliance requirements described in
the OME Circular A-133 Compliance Supplement that could have a direct and material effect on each of Walden
Family Services’ major federal programs for the year ended December 31, 2012. Walden Family Services® 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 reE}u
applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion?
programs based on our audit of the types.o 1ance requirements referred to above. We conducted our audit
of compliance in accordance with auditin andards generally accepted in the United States of America; the
standards applicable to financial dudits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and OMB Circuolar A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OB}I‘BZ;E;@?rcular A-133 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 Walden Family Services’ 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 Walden Family Services” compliance.
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To the Board of Directors Page 2
Walden Family Services

Opinion on Each Major Federal Program

In our opinion, Walden Family Services 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, 2012.

Report on Internal Control Over Compliance

Management of Walden Family Services is responsible for establishing and maintaining effective internal control
over comphance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered Walden Family Services® internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the auditing
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for
each major federal program and to test and report on internal control over compliance in accordance with 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 Walden Family Services® internal
control over compliance.
"&,

A deficiency in internal control over comp}’zance exists when the d ﬁgn or operation of a control over compliance
does not allow management or employees, in the normal course f, performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of¢ eomphanc“greqmrement of a federal program on a
timely basis. A material weakness in internal control yver é@mphance is a deficiency, or combination of
deficiencies, in internal control over eomphanee such tha fthere is a reasonable possibility that material
noncompliance with a type of compliance requiremerit-of a federal. L.program will not be prevented or detected and
corrected, on a timely basis. A significant deficiency:in"ir terggl control over compliance is a deficiency, or a
combination of deﬁclene1es in internal control over _ompllanee with a type of eomplianee 1eqmrement of a

of this section and was not desighed 1dent1fy all deficiencies in internal control over eompha;nce that might be
material weaknesses or significant def ciencies. We did not identify any deficiencies in internal control over

compliance that we consider to be material
been identified.

weaknesses. However, material weaknesses may exist that have not

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 OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

San Diego, California
, 2013
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WALDEN FAMILY SERVICES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2012

Section I - Summary of Auditor’s Resuits:

Financial Statements

Type of auditor’s report issued: Unqualified
Internal control over financial reporting:
Material weakness{es) identified? Yes X No
Significant deficiencies identified not considered
to be material weaknesses? Yes X None reported
Noncompliance material to financial statements noted? Yes X No
Federal Awards
Type of auditor’s report issued on compliance Ungqualified

for major programs;

Internal control over major programs:

Material weakness{es) identified? Yes X None reported
Significant deficiencies identified not considered
to be material weakness(es)? Yes X No
Any audit findings disclosed that are required to be r '
in accordance with Circular A-133, Section Yes X No

Identification of major programs:

CDFA Number(s) Name of Federal Program or Cluster
93.658 Foster Care Title IV-E
93.65§ Adoption Assistance
Dollar threshold used to distingnish between
Type A and Type B programs: $ 300.000
Auditee qualified as low-risk anditee? X Yes No

Section IT - Financial Statement Findings:

None

Section I1I — Federal Award Findings and Questioned Costs:

None
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WALDEN FAMILY SERVICES
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2012

There were no prior audit findings for Walden Family Services relative to federal awards.
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