BIG BROTHERS BIG SISTERS OF THE
LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)

Financial Statements and
Independent Auditor’s Report

June 30, 2022 and 2021

CAMPBELL, RAPPOLD & YURASITS LLP

Certified Public Accountants
1033 South Cedar Crest Boulevard Allentown, PA 18103



BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
TABLE OF CONTENTS

Page(s)
Independent Auditor’s Report 1-2
Financial Statements:
Statements of Financial Position 3
Statements of Activities 4
Statements of Functional Expenses 6-7
Statements of Cash Flows 8

Notes to Financial Statements 9-22



Y TARA L. BENDER, CPA, CSEP
JAMES F. BOVA, CPA
MARC A. BRINKER, CPA

CERTIFIED MELISSA A. GRUBE, CPA, CSEP
DENNIS S. HELLER, CPA
) ° PUBLIC WARREN R. HENDERSON, CPA
JASON L. SERFASS, CPA
ACCOUNTANTS JOHN R. ZAYAITZ, CPA
MICHELLE R. BITNER, CPA
ROXANNA M. BRANDLE, CPA
CAMPBELL, RAPPOLD & YURASITS LLP KYLE ELSENBAUMER, CPA

MICHAEL T. GILL, CPA

PAUL G. MACK, CPA, CFE
DEBORAH A. MILLER, CPA
GREGORY R. MOSER, JR., CPA
NICHOLAS A. OTTOLINI, CPA
BRIAN D. PALMER, CPA

TARA M. SHELLHAMER, CPA
MICHAEL R. SMITH, CPA

HEIDI D. WOJCIECHOWSKI, CPA

INDEPENDENT AUDITOR’S REPORT

Board of Directors

Big Brothers Big Sisters of the
Lehigh Valley, Inc.

41 S. Carlisle Street

Allentown, PA 18109

Opinion
We have audited the accompanying financial statements of Big Brothers Big Sisters of the Lehigh
Valley, Inc. (A Not-for-Profit Corporation), which comprise the statements of financial position as

of June 30, 2022 and 2021, and the related statements of activities, functional expenses, and
cash flows for the years then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Big Brothers Big Sisters of the Lehigh Valley, Inc. as of June 30, 2022
and 2021, and the changes in its net assets and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the
Auditor’'s Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of Big Brothers Big Sisters of the Lehigh Valley, Inc. and to meet our
other ethical responsibilities in accordance with the relevant ethical requirements relating to our
audits. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Big Brothers
Big Sisters of the Lehigh Valley, Inc.’s ability to continue as a going concern within one year after
the date that the financial statements are available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance
with generally accepted auditing standards will always detect a material misstatement when it
exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are
considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Big Brothers Big Sisters of the Lehigh
Valley, Inc.’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

o Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Big Brothers Big Sisters of the Lehigh
Valley, Inc.’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

December 21, 2022



BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
STATEMENTS OF FINANCIAL POSITION
As of June 30, 2022 and 2021

ASSETS
CURRENT ASSETS: 2022 2021
Cash and Cash Equivalents $ 148,377 $ 46,556
Investments (Note 3 and 4) 110,713 122,646
Accounts and Grants Receivable 85,328 226,520
Pledges Receivable (Note 5) 19,830 17,204
Prepaid Expenses 16,826 9,750
381,074 422,676
OTHER ASSETS:
Property and Equipment (Note 6) 499,025 510,776
TOTAL ASSETS $ 880,099 $ 933,452

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:

Accounts Payable $ 9,290 $ 15,036

Accrued Vacation and Payroll Liabilities 12,231 12,830

Security Deposit 1,400 1,400

Line of Credit (Note 7) 9,000 9,000
TOTAL CURRENT LIABILITIES 31,921 38,266
TOTAL LIABILITIES 31,921 38,266
NET ASSETS:

Without Donor Restrictions (Note 9 and 10) 777,054 820,350

With Donor Restrictions (Note 9) 71,124 74,836
TOTAL NET ASSETS 848,178 895,186
TOTAL LIABILITIES AND NET ASSETS $ 880,099 $ 933,452

See independent auditor’s report and notes to financial statements.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.

(A Not-For-Profit Corporation)
STATEMENTS OF ACTIVITIES

For the Years Ended June 30, 2022 and 2021

Changes in Net Assets Without Donor Restrictions:
Revenues:
Special Events
Revenue
Contributions of Nonfinancial Assets
Less: Cost of Direct Benefit to Donors
Net Income from Special Events

Grant Revenue

Federated Campaigns - United Way

Contributions

Contribution of Nonfinancial Assets

Investment Income

Rental Income (Net)

Miscellaneous Income

Loss on Sale of Assets

Net Realized / Unrealized (Loss) Gain on Investments

Total Revenue Without Donor Restrictions
Net Assets Released from Restrictions

Total Revenues and Other Support Without Donor Restrictions

Expenses:
Program Services

Management and General
Fund Raising
Total Expenses

(Decrease) Increase in Net Assets Without Donor Restrictions

Changes in Net Assets With Donor Restrictions:

Contributions and Grant Revenue
Net Assets Released from Restrictions

Decrease in Net Assets With Donor Restrictions
(Decrease) Increase in Net Assets
Net Assets at Beginning of Year

Net Assets at End of Year

See independent auditor’s report and notes to financial statements.
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2022 2021
$ 246,822 $ 143,169
65,359 29,675
(132,189) (73,660)
179,992 99,184
485,482 480,605
20,000 20,000
73,697 91,027
8,997 11,499
2,503 3,931
21,990 21,562
(54) 2,557
(544) -
(7,638) 14,181
784,425 744,546
65,430 106,700
849,855 851,246
625,363 553,070
82,843 66,600
184,945 155,302
893,151 774,972
(43,296) 76,274
61,718 68,704
(65,430) (106,700)
(3,712) (37,996)
(47,008) 38,278
895,186 856,908
$ 848,178 $ 895,186




THIS PAGE HAS INTENTIONALLY BEEN LEFT BLANK.



BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.

(A Not-For-Profit Corporation)

STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended June 30, 2022

Program Management Fund
Services and General Raising 2022

Salaries $ 379,445 $ 50,448 $ 144,806 $ 574,699
Taxes and Benefits 76,238 7,304 23,175 106,717
Travel 476 2 1 479
Supplies 2,562 341 978 3,881
Telephone 4,084 543 1,559 6,186
Postage 1,140 152 434 1,726
Insurance 16,427 616 326 17,369
Dues and Subscriptions 1,592 212 607 2,411
Occupancy 7,306 2,435 9,741
Meetings 758 101 289 1,148
Program Activities 63,045 - - 63,045
Special Events 132,189 132,189
Purchased Services and

Professional Fees 29,995 12,188 11,447 53,630
Maintenance and Repairs 8,681 2,893 - 11,574
National Affiliation Fee 14,856 50 - 14,906
Depreciation 15,024 5,008 - 20,032
Miscellaneous 3,468 461 1,323 5,252
Interest Expense 266 89 - 355
Total Allocated Expenses 625,363 82,843 317,134 1,025,340
Less: Expenses Deducted

Directly from Revenues

on the Statement of

Activities - - (132,189) (132,189)
Total Expenses Reported by

Function on the Statement

of Activities $ 625,363 $ 82,843 $ 184,945 $ 893,151

See independent auditor’s report and notes to financial statements.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.

(A Not-For-Profit Corporation)
STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended June 30, 2021

Salaries

Taxes and Benefits

Travel

Supplies

Telephone

Postage

Insurance

Dues and Subscriptions

Occupancy

Meetings

Program Activities

Special Events

Purchased Services and
Professional Fees

Maintenance and Repairs

National Affiliation Fee

Depreciation

Miscellaneous

Interest Expense

Total Allocated Expenses

Less: Expenses Deducted
Directly from Revenues
on the Statement of
Activities

Total Expenses Reported by
Function on the Statement

of Activities

See independent auditor’s report and notes to financial statements.

Program Management Fund
Services and General Raising 2021
325,588 $ 33,594 $ 126,663 $ 485,845
63,325 5,556 13,710 82,591
351 - - 351
2,743 283 1,067 4,093
2,305 238 896 3,439
1,307 135 509 1,951
15,100 995 207 16,302
1,465 151 570 2,186
5,794 1,931 - 7,725
806 83 313 1,202
70,619 - - 70,619
- - 73,660 73,660
27,409 10,329 10,664 48,402
9,257 3,086 - 12,343
9,774 4,893 - 14,667
15,184 5,061 - 20,245
1,807 187 703 2,697
236 78 - 314
553,070 66,600 228,962 848,632
- - (73,660) (73,660)
553,070 $ 66,600 $ 155,302 $ 774,972
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(A Not-For-Profit Corporation)
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2022 and 2021

BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.

2022 2021
Cash Flows from Operating Activities:
(Decrease) Increase) in Net Assets $ (47,008) $ 38,278
Adjustments to Reconcile (Decrease) Increase in
Net Assets to Net Cash (Used in) Provided by Operating Activities:
Depreciation 20,032 20,245
(Increase) Decrease in Accounts and Grants Receivable 141,192 (144,410)
Decrease (Increase) in Pledges Receivable (2,626) 2,347
Increase in Prepaid Expenses (7,076) (88)
Decrease in Accounts Payable (5,746) (1,835)
Decrease in Accrued Vacation and Payroll Liabilities (599) (1,988)
Loss on Sale of Assets 544 -
Net Realized / Unrealized Loss (Gain) on Investments 7,638 (14,181)
Net Cash Provided by (Used in) Operating Activities 106,351 (101,632)
Cash Flows from Investing Activities:

Purchase of Investments (24,168) (47,122)

Proceeds from Sale of Investments 28,463 81,713

Purchase of Equipment (8,825) (28,927)
Net Cash (Used in) Provided by Investing Activities (4,530) 5,664
Cash Flows from Financing Activities:

Net (Payment) Borrowing on Line of Credit - (2,000)
Net Cash Used in Financing Activities - (2,000)
Net Increase (Decrease) in Cash and Cash Equivalents 101,821 (97,968)
Cash and Cash Equivalents at Beginning of Year 46,556 144,524
Cash and Cash Equivalents at End of Year $ 148,377 $ 46,556
Supplemental Information:

Interest Paid $ 355 $ 314

Contribution of Nonfinancial Assets for Special Events $ 65,359 $ 29,675

Contribution of Nonfinancial Assets for Program Activities $ 8,997 $ 11,499

See independent auditor’s report and notes to financial statements.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

Nature of Activities

Big Brothers Big Sisters of the Lehigh Valley, Inc. (the “Agency”) is a not-for-profit
501(c)(3) corporation organized under the laws of the Commonwealth of Pennsylvania for
the purpose of enhancing the growth and development of youth, primarily from single
parent homes, through personal relationships with trained volunteers guided by
professional staff. The Agency is exempt from federal income taxes on related income
pursuant to Section 501(c) of the Code.

Summary of Significant Accounting Policies
The significant accounting policies followed by the Agency are set forth below.

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with the principles of not-for-profit accounting generally
accepted in the United States of America. The financial statements reflect all significant
receivables, payables, and other liabilities.

Basis of Presentation

The Agency is required to report information regarding its financial position and activities
according to the following classes of net assets:

Without Donor_Restrictions — Net assets that are not subject to donor-imposed
restrictions. Net assets without donor restrictions may be designated for specific
purposes by the action of the Board of Directors.

With Donor Restrictions — Net assets that are subject to donor-imposed restrictions
that will be satisfied by actions of the Agency and/or the passage of time. When a
restriction is satisfied, net assets with donor restrictions are reclassified to net
assets without donor restrictions and reported in the statement of activities as net
assets released from restrictions.

Also included in this category are net assets subject to donor-imposed restrictions
that require the net assets to be maintained indefinitely while permitting the
Agency to expend the income generated in accordance with the provisions of the
contribution.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.



BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

Summary of Significant Accounting Policies (Continued)

Cash and Cash Equivalents

Cash and cash equivalents, as presented on the Statements of Cash Flows, include all
highly liquid debt securities purchased with a maturity of three months or less.

Investments

Investments in equity securities with readily determinable fair values are measured at fair
value in the Statements of Financial Position. Investment income or loss (including gains
or losses on investments, interest and dividends) is included in the Statements of
Activities as increases or decreases in net assets without restrictions unless the income or
loss is restricted by a donor or law.

Accounting guidance establishes a fair value hierarchy that prioritizes the inputs to
valuation methods used to measure fair value for certain financial assets and liabilities.
See Note 4 for further details.

Accounts and Grants Receivable

Accounts and grants receivable are stated at outstanding balance less an allowance for
doubtful accounts, when applicable. Management periodically evaluates the adequacy of
the allowance. Accounts are written off when they are determined to be uncollectible
based on management’s assessment of the individual accounts. No allowance was
deemed necessary.

Pledges Receivable

Unconditional promises to give are recognized as revenues or gains in the period pledged
and as assets, decreases of liabilities, or expenses depending on the form of the benefits
received. Conditional promises to give are recognized only when the conditions on which
they depend are substantially met and the promises become unconditional.

Property and Equipment

Property and equipment, other than contributed property and equipment, is stated at cost.
Depreciation is computed by use of the straight-line method based on estimated useful
lives.

Such assets and lives are generally as follows:

Buildings and Improvements 5-40 years
Furniture, Fixtures, and Equipment 5-10 years
Software 3 years

Contributed property and equipment is recorded at fair value at the date of donation. If
donors stipulate how long the assets must be used, the contributions are recorded as
restricted support. In absence of such stipulations, contributions of property and
equipment are recorded as support without donor restrictions.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

Summary of Significant Accounting Policies (Continued)

Property and Equipment (Continued)

All assets with a purchase cost, or fair value if acquired by gift, in excess of $750 are
capitalized. Normal repair and maintenance expenditures are not capitalized because
they neither add to the value of the property nor materially prolong its useful life.

Contributions

Contributions received, including unconditional promises, are recognized as support in the
period received and are measured at their fair values. Depending on the form of the
benefits received, contributions are either recorded by the Agency as revenues or assets,
or as decreases in liabilities or expenses. Contributions with donor-imposed restrictions
are recorded as support with donor restrictions, while contributions without donor-imposed
restrictions are recorded as support without donor restrictions.

The expiration of a donor-imposed restriction on a contribution is recognized in the period
in which the restriction expires. A restriction expires when the stipulated time has
elapsed, when the stipulated purpose for which the resource was restricted has been
fulfilled, or both. Contributions that are restricted by the donor are reported as increases
in net assets without donor restrictions if the restrictions expire in the reporting period in
which the revenue is recognized.

Contributed Nonfinancial Assets

Contributed services are recorded if the services received (a) create or enhance
nonfinancial assets or (b) require specialized skills, are provided by individuals possessing
those skills, and would typically need to be purchased if not provided by donation. A
significant amount of time has been donated by volunteers and board members of the
Agency; however, no amounts have been reflected in the statements for these general
donated services as they do not meet the criteria for recording.

Contributed materials and those contributed services meeting the criteria are recorded
and reflected in the financial statements at their fair values at the date of receipt and are
recorded as support without restriction unless explicit donor stipulations specify how the
donates nonfinancial assets much be used. The Agency normally receives donated
materials and services for special events and program activities.

Revenues

Revenues are reported as increases in net assets without donor restrictions unless use of
the related assets is limited by donor-imposed restrictions. Expenses are reported as
decreases in net assets without donor restrictions. Expirations of restrictions on net
assets which are temporary in nature by fulfillment of donor-stipulated purpose or by
passage of time period are reported as reclassifications between the applicable classes of
net assets. The Agency’s revenue within the scope of ASC 606 is recognized within
Special Events. The Agency’s revenue stream is accounted for as follows:

11



BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

Summary of Significant Accounting Policies (Continued)

Revenues (Continued)

e Special Events: The Agency holds an annual Bowl for Kids Sake event and a Golf
for Kids Sake event to raise funds. Each sponsorship contains the characteristics
of a contribution and an exchange transaction. The Agency recognizes the
contribution portion when the sponsorship is made; revenue is recognized from the
exchange transaction when the event takes place.

Allocation of Expenses by Function

As reported in the statement of functional expenses, expenses of the Agency have been
allocated to the following functional reporting classifications:

Program Services

Program services expenses include costs incurred for activities that ultimately
result in the delivery of services that fulfill the Agency’s charitable purpose.

Management and General

Management and general expenses include costs incurred for the overall direction
of the Agency, general record keeping, business management, budgeting, general
board activities, and related purposes.

Fund Raising

Fund raising expenses include costs incurred for activities that ultimately result in
inducing potential donors to contribute money, securities, services, materials,
facilities, other assets, or time. Fund raising activities include publicizing and
conducting fund raising campaigns; maintaining donor mailing lists; conducting
special fund-raising events; and conducting other activities involved with soliciting
contributions from individuals, foundations, governments, and others.

The Agency’s methods for allocating expenses among the functional reporting
classifications which cannot be specifically identified as program or supporting service are
based on estimates made for time spent by key personnel between functions, space
occupied by function, consumption of supplies and postage by function, and other
objective bases.

Concentration of Credit Risk

The Agency maintains cash balances at several financial institutions which may, at times,
exceed federally insured limits. It historically has not experienced any credit-related
losses. At June 30, 2022 and 2021, the Agency’s bank accounts did not exceed the
Federal Deposit Insurance Company limits.

Reclassification

Certain accounts in the prior year financial statements have been reclassified to conform
with current year presentation. The reclassifications have no effect on the change in net
assets for the prior year.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

Summary of Significant Accounting Policies (Continued)
Income Taxes

The Internal Revenue Service (“IRS”) has ruled that the Agency is tax-exempt as a not-
for-profit corporation under Section 501(c)(3) of the Internal Revenue Code; accordingly,
no provision for income taxes is required in the accompanying financial statements.

Accounting guidance as codified in Financial Accounting Standards Board (FASB)
Accounting Standards Codification (ASC) 740, Income Taxes — Uncertainty in Income
Taxes, establishes the criterion that an individual tax position has to meet for some or all
of the benefits of the position to be recognized in the Agency’s financial statements. The
standard prescribes a recognition threshold of more-likely-than-not to be sustained upon
examination by a taxing authority. Measurement of the tax uncertainty occurs if the
recognition threshold has been met. The standard also provides guidance on
derecognition, classification, interest and penalties and disclosure. The Agency had no
material uncertain income tax positions that would result in a liability to the Agency as of
and for the years ended June 30, 2022 or 2021.

The Agency files its Form 990, Return of Agency Exempt from Tax, with the United States
Internal Revenue Service and with the Bureau of Charitable Organizations in
Pennsylvania.

Employee Retention Credit

The CARES Act extended the Employer Retention Credit (‘ERC”) through September 30,
2021. The ERC is a refundable tax credit against certain employment taxes equal to 50%
of the qualified wages paid to an employer after March 12, 2020, and before January 1,
2021, capped at $5,000 per employee. For 2021, the ERC amount is increased to 70% of
qualified wages paid to an employee, capped at $7,000 per employee, per quarter.

The Agency determined it was eligible for the ERC for the period January through June
30, 2021, based on having a 20% or more decline in gross receipts compared to 2019 in
quarter 1. The Agency computed the credit to total $126,660, which was included in grant
revenue on the Statements of Activities at June 30, 2021. The Agency received and
deposited the ERC in two installments during the year ended June 30, 2022.

Adoption of New Accounting Standards

On July 1, 2021, the Agency adopted Accounting Standards Update (“ASU”) 2020-07,
Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial
Assets. ASU 2020-07 improves financial reporting by providing new presentation and
disclosure requirements about contributed nonfinancial assets, including additional
disclosure requirements for recognized contributed services. ASU 2020-07 is applied on
a retrospective basis.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

Summary of Significant Accounting Policies (Continued)

Accounting Standard Not Yet Adopted

In February 2016, the FASB issued ASU 2016-02, Leases. ASU 2016-02 was issued to
increase transparency and comparability among entities. Lessees will need to recognize
nearly all lease transactions (other than leases that meet the definition of a short-term
lease) on the Statements of Financial Position as a lease liability and a right-of-use asset
(as defined). Lessor accounting under the new guidance will be similar to the current
model. ASU 2016-02 is effective for the Agency’s fiscal year beginning July 1, 2022.
Upon adoption, lessees and lessors will be required to recognize and measure leases at
the beginning of the earliest period presented using a modified retrospective approach,
which includes a number of optional practical expedients that entities may elect to apply.
The Agency is currently assessing the effect that ASU 2016-02 will have on its financial
statements.

Investments

Investments consist of the following:

2022 2021
Cost Fair Value Cost Fair Value
Temporary Cash $ 297 $ 297 $ 1,384 $ 1,384
Equities 101,169 98,388 78,229 80,680
Fixed Income - Other 10,953 9,186 10,518 10,657
Mutual Funds 2,870 2,842 29,956 29,925

$ 115,289 $ 110,713 $ 120,087 $ 122,646

A summary of earnings on investments for the years ended June 30, 2022 and 2021 are
as follows:

2022 2021
Interest and Dividends $ 2,716 $ 4,680
Net Unrealized Loss (7,136) (32,441)
Net Realized Gain (Loss) (502) 46,622
Investment Fees (1,011) (828)
Total $ (5,933) $ 18,033

There was also $798 and $79 of interest earned on cash equivalent holdings for the year
ended June 30, 2022 and 2021, respectively.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

Fair Value Measurements

FASB ASC 820, Fair Value Measurement, defines fair value, establishes a fair value
hierarchy and specifies that a valuation technique used to measure fair value shall
maximize the use of observable inputs and minimize the use of unobservable inputs. The
objective of a fair value measurement is to determine the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date (an exit price). Accordingly, the fair value hierarchy
gives the highest priority to quoted prices in active markets for identical assets or liabilities
(Level 1) and the lowest priority to unobservable inputs (Level 3). The three levels of the
fair value hierarchy under ASC 820 are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices
for identical assets or liabilities in active markets that the Agency
has the ability to access. Assets utilizing Level 1 inputs are equities
and mutual funds.

Level 2 Inputs to the valuation methodology include:

e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in
inactive markets;

e Inputs other than quoted prices that are observable for the asset
or liability;

e Inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2
input must be observable for substantially the full term of the asset
or liability.

The Agency currently does not have any Level 2 inputs.

Level 3 Inputs to the valuation methodology are unobservable and
significant to the fair value measurement.

The Agency currently does not have any Level 3 inputs.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and minimize
the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used at June 30, 2022 and
2021.

Equities and Fixed Income — Other: Valued at the closing price reported on the active
market on which the individual securities are traded.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

Fair Value Measurements (Continued)

Mutual funds: Valued at the net asset value (“NAV”) of shares held by the Agency at year
end.

The methods described above may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, while the
Agency believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value
of certain financial instruments could result in a different fair value measurement at the
reporting date.

The following table sets forth by level, within the fair value hierarchy, the Agency’s assets
at fair value as of June 30, 2022 or 2021

Assets at Fair Value as of June 30, 2022

Level 1 Level 2 Level 3 Total
Temporary Cash $ 297 $ 297
Equities 98,388 $ - $ - 98,388
Fixed Income - Other 9,186 - - 9,186
Mutual Funds 2,842 - - 2,842
Total Assets at Fair Value $ 110,713 $ - $ - $ 110,713

Assets at Fair Value as of June 30, 2021

Level 1 Level 2 Level 3 Total
Temporary Cash $ 1,384 $ 1,384
Equities 80,680 $ - $ - 80,680
Fixed Income - Other 10,657 - - 10,657
Mutual Funds 29,925 - - 29,925
Total Assets at Fair Value $ 122,646 $ - $ - $ 122,646
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

6.

Pledges Receivable

Unconditional promises to give have been recorded in the Statements of Financial
Position as pledges receivable and revenue of the appropriate net asset category, as of
June 30, 2022 and 2021, respectively, and are expected to be realized in the following
periods:

2022 2021
In One Year or Less $ 19,830 $ 17,204
Between One Year and Five Years - -
Greater Than Five Years - -
19,830 17,204
Unamortized Discount (discount rate of 5%) and
Allowance for Uncollectible Amounts - -
Net Pledges Receivable $ 19,830 $ 17,204
Property and Equipment
Property and equipment consist of the following:
2022 2021
Land $ 36,372 $ 36,372
Building and Improvements 551,921 549,326
Furniture, Fixtures, and Equipment 37,365 45,417
Software 7,800 7,800
Total 633,458 638,915
Less: Accumulated Depreciation (134,433) (128,139)
Property and Equipment, Net $ 499,025 $ 510,776

Depreciation expense was $20,032 and $20,245 in 2022 and 2021, respectively.

Line of Credit

The Agency currently maintains a $75,000 variable rate revolving line of credit (Prime +
.25%, 4.75% as of June 30, 2022). The line of credit is due on demand and there is no
expiration date. The outstanding balance on the line of credit was $9,000 and $9,000 at
June 30, 2022 and 2021, respectively.

Interest expense was $355 and $314 in 2022 and 2021, respectively.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

Retirement Plan

The Agency sponsors a defined contribution plan (the Plan) covering all eligible
employees. The Agency makes a contribution to the Plan equal to 1% of participants’
compensation. In addition, the Agency matches participants’ contributions to the Plan up
to 4% of the individual participants’ compensation. Total expense for the years ended
June 30, 2022 and 2021 was $11,977 and $14,168, respectively.

Net Assets

Net assets without donor restrictions consist of the following:

2022 2021
Board Designated for Endowment $ 110,713 $ 122,646
Undesignated 666,341 697,704

$ 777,054 $ 820,350

Net assets with donor restrictions are restricted for specific purposes, until specific events
occur, or are invested in perpetulity.

Net assets with donor restrictions consist of the following:

2022 2021
Pledges Receivable - United Way Donor Designation $ 19,830 $ 17,204
Programs 42,644 39,001
Special Events 8,650 18,631

$ 71,124 $ 74,836

The following schedule summarizes restricted net assets used in accordance with donor-
imposed restrictions for the Agency’s operations during the years ended June 30:

2022 2021
Pledges Receivable - United Way Donor Designation $ 17,204 $ 18,551
Pledges Receivable - Campaign - 1,000
Programs 29,595 77,905
Special Events 18,631 9,244

$ 65,430 $ 106,700
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

10.

Endowment Net Assets

The Agency’s endowment consists of funds designated by the Board of Directors to
function as endowments. As required by accounting principles generally accepted in the
United States of America, 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
investment philosophy of the Agency is safety of principal and liquidity. The endowment
fund investment strategy is reviewed and evaluated annually by the Finance Committee.

The Agency did not have any donor-restricted endowment funds as of June 30, 2022 or
2021.

Endowment net asset composition by type of fund as of June 30, 2022 and 2021 is as
follows:

2022
With Donor Restrictions Total Net
Without Donor Endowment
Restrictions Purpose Perpetuity Assets
Board-Designated Endowment Funds 110,713 - - 110,713
Total Funds $ 110,713 $ - $ - $ 110,713
2021
With Donor Restrictions Total Net
Without Donor Endowment
Restrictions Purpose Perpetuity Assets
Board-Designated Endowment Funds 122,646 - - 122,646
Total Funds $ 122,646 $ - $ - $ 122,646

Changes in endowment net assets as of June 30, 2022 and 2021 are as follows:

Year Ended June 30, 2022 Year Ended June 30, 2021
Total Net Total Net
Without Donor Endowment Without Donor Endowment

Restrictions Assets Restrictions Assets
Endowment Net Assets, Beginning of Year $ 122,646 $ 122,646 $ 143,056 $ 143,056
Investment Income 1,705 1,705 4,759 4,759
Net Appreciation (Depreciation) (7,638) (7,638) 14,181 14,181
Net Appropriated for Expenditure (6,000) (6,000) (39,350) (39,350)
Endowment Net Assets, End of Year $ 110,713 $ 110,713 $ 122,646 $ 122,646
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

12.

13.

Building Lease

The Agency leases a portion of its building to an unrelated party under an annual lease
agreement. The lease is automatically renewable each October 1, at a rate increase not-to-
exceed 5% of the current monthly rent.

The Agency also receives rental income once annually for use of its facilities for voting polls.

Rental income was $23,750 and $23,650 in 2022 and 2021, respectively. Related rental
expenses incurred to maintain the property were $1,760 and $2,088 in 2022 and 2021,
respectively. Net income from the rental activity is reported in the Statements of Activities.

Future minimum rental income payments to be received are as follows:

Year ending June 30,
2023 $ 24,000
2024 6,000

Liquidity and Availability

The Agency monitors its liquidity so that it is able to meet its operating needs and other
contractual commitments while maximizing the investment of its excess operating cash. The
Agency has the following financial assets that could readily be made available within one year
of the Statement of Financial Position date to fund expenses without limitations:

2022 2021
Cash and Cash Equivalents $ 148,377 $ 46,556
Investments 110,713 122,646
Accounts and Grants Receivable 85,328 226,520
Pledges Receivable 19,830 17,204
Less: Board Designations (110,713) (122,646)
Less: Net Assets With Donor Restrictions (71,124) (74,836)

$ 182,411 $ 215,444

The Agency maintains a board designated endowment of $110,713. These resources are
invested for long-term appreciation, but current income may be spent for operating activities
as approved by the Board of Directors. See Notes 3, 4, and 10 for further information about
the Agency’s investments and endowment funds, respectively. Although the Agency does not
intend to spend from the board designated endowment, these amounts could be made
available if necessary.

The Agency also has access to a $75,000 variable rate revolving line of credit which it could

draw upon to meet cash needs. See Note 7 for further details related to the Agency’s line of
credit.
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BIG BROTHERS BIG SISTERS OF THE LEHIGH VALLEY, INC.
(A Not-For-Profit Corporation)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022 and 2021

14,

Subsequent Events

Management has evaluated subsequent events through December 21, 2022, the date on
which the financial statements were available to be issued.

Economic uncertainties have arisen as a result of the global pandemic due to the spread of
the COVID-19 coronavirus. The pandemic has the potential to have a significant impact on all
aspects of the Agency’s operations, including special events, contributions, and government
grant funding. The full extent of the economic impact on the Agency is unknown at this time.

The building lease to the unrelated party will terminate early on January 31, 2023. No
additional terms have been agreed upon in relation to the early termination.

The Agency received a demand letter with the threat of a lawsuit subsequent to year end. On

November 22, 2022, a settlement was reached. As a result, the Agency was liable for a
$25,000 deductible that was paid to the insurance company subsequent to year end.
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