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Independent Auditors' Report

To the Board of Directors of
Penfield Children's Center, Inc. and Affiliates

Report on the Audit of the Consolidated Financial Statements

Opinion 

We have audited the consolidated financial statements of Penfield Children's Center, Inc. and Affiliates (the
Organization), which comprise the consolidated statements of financial position as of December 31, 2023 and
2022, and the related consolidated statements of activities, cash flows and functional expenses for the years
then ended, and the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Organization as of December 31, 2023 and 2022, 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 (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditors' Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are required to be independent of the
Organization 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. 

Emphasis of Matter

As discussed in Note 2 to the consolidated financial statements, the Organization determined to sell the assets
of Penfield Montessori Academy and PMA Building, LLC to an unrelated third party and approved a plan to
liquidate Penfield Montessori Academy and PMA Building, LLC during 2023. PMA and PMA Building, LLC's
activities are presented as discontinued operations in the consolidated financial statements. These entities
represent a significant portion of the Organization's operations. Our opinion is not modified with respect to this
matter.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated 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 consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Organization's ability
to continue as a going concern within one year after the date that the consolidated financial statements are
available to be issued. 
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Auditors' Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors' 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 GAAS and Government 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 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 consolidated financial statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the consolidated 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 consolidated financial statements.

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 the Organization's internal control. Accordingly, no such opinion is expressed.

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
consolidated financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Organization'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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 10, 2024 on
our consideration of the Organization's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the effectiveness of
the Organization's internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the Organization's
internal control over financial reporting and compliance.

Milwaukee, Wisconsin
July 10, 2024
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Penfield Children's Center, Inc. and Affiliates
Consolidated Statements of Financial Position
December 31, 2023 and 2022

2023 2022

Assets

Cash and cash equivalents $ 3,840,175 $ 2,994,561
Investments 6,056,047 5,157,749
Accounts receivable 101,346 87,732
Grants receivable 1,206,982 1,299,387
Contributions and pledges receivable, net 519,224 1,616,375
Prepaid expenses 70,455 135,382
Operating lease right of use assets - 11,687
Property and equipment, net 2,045,852 2,140,838
Assets from discontinued operations 374,682 3,733,725

Total assets $ 14,214,763 $ 17,177,436

Liabilities and Net Assets

Liabilities
Accounts payable and accrued expenses $ 303,333 $ 433,326
Grant funds received in advance 59,700 -
Operating lease liabilities - 11,687
Notes payable 134,109 167,509
Liabilities from discontinued operations 20,592 233,129

Total liabilities 517,734 845,651

Net Assets
Without donor restrictions 10,427,694 11,829,125
With donor restrictions 3,269,335 4,502,660

Total net assets 13,697,029 16,331,785

Total liabilities and net assets $ 14,214,763 $ 17,177,436

See notes to consolidated financial statements
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Penfield Children's Center, Inc. and Affiliates
Consolidated Statements of Cash Flows
Years Ended December 31, 2023 and 2022 

2023 2022

Cash Flows From Operating Activities
Change in net assets from continuing operations $ (1,666,003) $ (2,117,919)
Adjustments to reconcile change in net assets to net cash flows from

operating activities:
Net realized and unrealized (gain) loss on investments (672,299) 1,023,434
Depreciation 222,273 275,417
Provision for doubtful accounts 218,805 5,000
Changes in assets and liabilities: 

Accounts receivable (161,494) 71,617
Grants receivable 92,405 (351,838)
Contributions and pledges receivable 1,026,226 482,078
Prepaid expenses 64,927 (116,414)
Accounts payable and accrued expenses (68,501) (18,559)
Grant funds received in advance 59,700 -

Net cash flows from operating activities (883,961) (747,184)

Cash Flows From Investing Activities
Proceeds from sale of investments 2,354,576 726,245
Purchases of investments (2,580,575) (671,181)
Payments for purchase of property and equipment (188,779) (57,324)
Transfers from (to) discontinued operations 2,177,753 (1,262,674)

Net cash flows from investing activities 1,762,975 (1,264,934)

Cash Flows From Financing Activities
Cash received for capital expenditures and endowment - 5,000
Payments on notes payable (33,400) (230,065)

Net cash flows from financing activities (33,400) (225,065)

Net change in cash and cash equivalents from continuing
operations 845,614 (2,237,183)

Cash Flows From Discontinued Operations (Note 2)
Net cash flows from operating activities (536,917) 1,536
Net cash flows from investing activities (175,169) 482,444

Net change in cash and cash equivalents from discontinued
operations (712,086) 483,980

Net change in cash and cash equivalents 133,528 (1,753,203)

Cash and Cash Equivalents, Beginning 3,711,647 5,464,850

Cash and Cash Equivalents, Ending 3,845,175 3,711,647

Less cash and cash equivalents from discontinued operations, ending (5,000) (717,086)

Cash and Cash Equivalents, From Continuing Operations, Ending $ 3,840,175 $ 2,994,561

See notes to consolidated financial statements
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Penfield Children's Center, Inc. and Affiliates
Consolidated Statements of Cash Flows
Years Ended December 31, 2023 and 2022 

2023 2022

Supplemental Cash Flow Disclosures

Cash paid for interest $ 6,101 $ 9,435

Capital additions included in accounts payable $ - $ 61,492

Cash paid for amounts included in the measurement 
of lease liabilities

Operating cash flows from operating leases $ (3,922) $ (4,170)

Operating leases right-of-use assets obtained in exchange for lease
liabilities $ - $ 19,515

See notes to consolidated financial statements
6
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Penfield Children's Center, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

1. Summary of Significant Accounting Policies

Basis of Statement Preparation

The consolidated financial statements include the accounts of Penfield Children's Center, Inc., Friends
of Penfield Children's Center, Inc., VMMS Building Corp., Penfield Montessori Academy, Inc. (PMA),
PMA Building, LLC and PCC Building, LLC (collectively, the Organization), after eliminating
intercompany accounts and transactions. The consolidated financial statements have been prepared
on the accrual basis of accounting. In 2023, the Board of Directors approved a plan to liquidate PMA
and PMA Building, LLC. PMA and PMA Building, LLC are accounted for under the liquidation basis of
accounting. See Note 2 for information regarding the liquidation plan and presentation within these
consolidated financial statements. The significant accounting policies are described below to enhance
the usefulness of the consolidated financial statements to the reader.

Nature of Activities

Penfield Children's Center, Inc. (Penfield) is an exempt organization under section 501(c)(3) of the
Internal Revenue Code. Its sole purpose is to help infants and young children with and without
disabilities reach their full potential through education, therapy services and family programs.
Annually, Penfield serves on average more than 1,500 children and their families. Penfield provides
Birth-to-3 services, child care, family services, a special care nursery, behavior clinic and outpatient
therapy services.

Friends of Penfield Children's Center, Inc. (Friends) is an exempt organization under section 501(c)(3)
of the Internal Revenue Code. Its sole purpose is to provide support for Penfield and Penfield
Montessori Academy, Inc., through an annual fundraising event as well as other charitable
solicitations throughout the year. 

VMMS Building Corp. is an exempt organization under section 501(c)(2) of the Internal Revenue
Code. Its sole purpose is to provide physical space for Penfield and Friends to carry out their
missions.

PMA is an exempt organization under section 501(c)(3) of the Internal Revenue Code. PMA has a
fiscal year end of June 30. PMA is a school for children of all abilities. Effective June 15, 2023, the
board of directors voted to liquidate because of continuing losses and unsustainable reimbursement
rates that make a return to profitable operations unlikely. PMA is treated as discontinued operations
for reporting purposes, in accordance with current accounting guidance. See Note 2 for additional
information.

PMA Building, LLC is a limited liability company with one sole member, Penfield. Its sole purpose is to
provide physical space for PMA to carry out its mission. In June 2023, the board of directors voted to
liquidate PMA and subsequently place PMA Building for sale. The building sold in December 2023.
PMA Building, LLC is treated as a discontinued operation for financial reporting purposes, in
accordance with current accounting guidance. See Note 2 for additional information.

PCC Building, LLC is a limited liability company with one sole member, Penfield. Its sole purpose is to
provide physical space for Penfield to carry out its mission. 

Cash and Cash Equivalents

The Organization considers all highly liquid debt instruments purchased with maturity of three months
or less and any certificates of deposit that do not contain material early withdrawal penalties to be
cash equivalents.



Penfield Children's Center, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Investments

Investments in equity securities and mutual funds are reported at fair value, with realized and
unrealized gains and losses included in the consolidated statements of activities. Investment return is
presented net of investment fees.

Accounts Receivable 

Contracts with patients and their caregivers that are considered exchange transactions are recorded
at the amount management expects to receive from the net transaction price. Balances are recorded
net of contractual adjustments for Medicaid and other third-party payors under terms of third-party
reimbursement agreements in effect. The Organization also reports accounts receivable net of any
implied discounts to determine the net transaction price. 

Accounts receivable are uncollateralized patient obligations; most of whom are local residents and are
stated at the amount management expects to collect from outstanding balances. The Organization
follows up on past due amounts to reduce its exposure to potential uncollectible accounts.

Grants Receivable

Grants receivable represents the outstanding balance of government and other grants due to the
Organization based upon costs incurred, services completed and terms identified in the contacts.
Management determines the need for an allowance for doubtful accounts based on historical
collection experience and a review of current grants receivable balances. No allowance for doubtful
accounts is considered necessary as of December 31, 2023 and 2022.

Contributions and Pledges Receivable

Unconditional promises to give (contributions and pledges receivable) are recognized as revenue in
the period the promise is received. Management considers all pledges fully collectible; accordingly, no
allowance is considered necessary. Accounts written-off are charged against the allowance. Pledges
are recorded as without donor restrictions or with donor restrictions, depending on the existence
and/or nature of any donor restrictions. The Organization applies a discount rate on long-term pledges
receivable, which is based on treasury yield rates at the date of the gift.

Property and Equipment

Expenditures for land, equipment, building and improvements have been recorded at cost.
Depreciation on the building and equipment is computed on the straight-line method over the
estimated useful lives of the assets. Donations of land, building and equipment are recorded as
contributions at their estimated fair values at the date of the donation. Such donations are reported as
increases in net assets without donor restrictions unless the donor has restricted the donated asset for
a specific purpose. Assets donated with explicit restrictions regarding their use and contributions of
cash that must be used to acquire land, building and equipment are reported as contributions with
donor restrictions. Absent donor stipulations regarding how long those donated assets must be
maintained, the Organization reports expirations of donor restrictions when the donated or acquired
assets are placed in service. The Organization reclassifies net assets with donor restrictions to net
assets without donor restrictions at that time.

The Organization follows a policy whereby items having a cost of less than $5,000 are charged to
operations in the year of purchase. 

1



Penfield Children's Center, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Leases

Operating lease right-of-use assets represent the Organization's right to use an underlying asset for
the lease term, while operating lease liabilities represent the Organization's obligation to make lease
payments arising from the leases. Operating right-of-use assets and operating lease liabilities are
recognized at the commencement date of a lease based on the net present value of lease payments
over the lease term. 

In determining the discount rate used to measure the right-of-use assets and lease liabilities, the
Organization uses the rate implicit in the lease, or if not readily available, the Organization uses a 
risk-free rate based on U.S. Treasury notes or bond rates for a similar term.

The Organization made significant assumptions and judgments in applying the requirements of
Topic 842. In particular, the Organization:

Evaluated whether a contract contains a lease, by considering factors such as whether the
Organization obtained substantially all rights to control an identifiable underlying asset and
whether the lessor has substantive substitution rights;

Determined whether contracts contain embedded leases;

Evaluated leases with similar commencement dates, lengths of term, renewal options or other
contract terms, which therefore meet the definition of a portfolio of leases, whether to apply
the portfolio approach to such leases; and

Allocated consideration in the contract between lease and nonlease components.

The Organization has several leases with related parties. PCC Building, LLC leases a parking lot to
Penfield. VMMS Building Corp. leases a building to Penfield. The right-of-use assets, lease liabilities,
rent revenue and rent expense associated with these leases are fully eliminated at consolidation.

Impairment of Long-Lived Assets

The Organization reviews long-lived assets, including property and equipment for impairment
whenever events or changes in business circumstances indicate that the carrying amount of an asset
may not be fully recoverable. An impairment loss would be recognized when the estimated future cash
flows from the use of the asset are less than the carrying amount of that asset. 

In 2022, management identified events and changes in circumstances that indicated the carrying
amount of a building and its improvements which PMA operated may not be recoverable.
Management obtained an appraised value of $2,375,000 which approximates the fair value of the
property. The net book value at the time of impairment was $3,911,526. Management recorded an
impairment loss of $1,536,526 during the year ended December 31, 2022. A loss of $296,053 was
recorded in 2023 as a result of the sale of building.

Environmental Remediation Liability

The Organization purchased land in 2018 adjacent to its current building for future use.  During 2018,
site investigation activities were undertaken to determine if remedial action was required prior to
further use of the land. As of the date of this report, no potential environmental remediation has been
identified and the Organization continues to test the site until full clearance is provided. 

1



Penfield Children's Center, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Advertising Expense

It is the policy of the Organization to expense advertising as it is incurred. Advertising included in
continuing operations for the years ended December 31, 2023 and 2022 was $50,140 and $112,080,
respectively. There was no advertising included in discontinued operations. 

Net Assets

The Organization presents its consolidated financial statements in accordance with current accounting
guidance, under which the Organization is required to report information regarding its consolidated
financial position and activities according to classes of net assets as follows:

Net Assets Without Donor Restrictions. Net assets that are not subject to donor-imposed
stipulations or time restrictions. The Organization's Board of Directors has the ability to designate
net assets without donor restrictions to be used by management for specific future projects or
activities. These designations can be modified or removed by the Board of Directors at any time.
There were no designations of net assets without donor restrictions as of December 31, 2023 and
2022.

Net Assets With Donor Restrictions. Net assets that are subject to donor-imposed stipulations
that expire by passage of time, can be fulfilled and removed by actions of the Organization
pursuant to those stipulations or that they be maintained in perpetuity by the Organization.

Contributions and Grants

Unconditional contributions or grants are recognized when cash, securities, other assets or promises
to give are received. Conditional contributions or grants, that is, those with a measurable performance
or other barrier and a right of return, are not recognized until the conditions on which they depend
have been met. Most of the Organization's federal, state and other grants or contracts are conditioned
upon certain performance requirements and the incurrence of allowable qualifying expenses. As of
December 31, 2023 and 2022 there was approximately $3,253,254 and $3,528,000 of conditional
grant revenue, respectively, which is expected to be recognized in subsequent years when the
conditions are met. 

During 2023 and 2022, $59,700 and $0, respectively, had been received in advance and are included
within grant funds received in advance on the consolidated statements of financial position. These
amounts consist of child care fees collected in advance of providing the related services. The
Organization received $0 and $97,272 of grant funds received in advance related to discontinued
operations as of December 31, 2023 and 2022, respectively, from cash received from state aid in
advance of the upcoming semester at PMA in 2022. The amounts are expected to be recognized in
the subsequent year when the criteria for recognition are met. 

Contributions, including unconditional promises to give, are recorded in the period received. All
contributions restricted for a specific purpose by a donor are recorded as contributions with donor
restrictions. When a donor restriction is met or expires, net assets with donor restrictions are
reclassified as net assets without donor restrictions and reported in the consolidated statements of
activities as net assets released from restrictions. All grants with government agencies are reported as
without donor restrictions when the Organization satisfies any conditions.

Contracts With Customers 

A portion of the Organization's revenues results from the sale of goods and services under contracts
with customers. Revenue under contracts with customers is recognized when the customer obtains
control of the good or service and is recognized to depict the transfer of promised goods or services in
an amount that reflects the consideration to which the Organization expects to be entitled in exchange
for those goods or services. 

1



Penfield Children's Center, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

A performance obligation is a distinct good, service or a bundle of goods and services promised in a
contract. The Organization identifies performance obligations at the inception of a contract and
allocates the transaction price to individual performance obligations to appropriately depict the
Organization's performance in transferring control of the promised goods or services to the customer.
Contracts with customers do not include a significant financing component. 

Service Fees: Service fees revenue consist of revenues relating to the Organization's therapies and
behavior clinic services. The performance obligation is to perform the indicated services for the
customers under the contract. Revenues are recognized at a point in time as services are provided to
the customer, which are then billed by the Organization to the customer or third party payor. Service
fees revenue consist of contracts with individual patients and their caregivers that are mostly insured
by Medicaid/Medicaid HMO. The other contracts within service fees are for commercially insured
individuals and private pay individuals. The Organization reviewed contracts using a portfolio
approach for individual patients due to similarities in contracts.

The Organization records service fees revenue from these contracts at an amount that reflects the
consideration which it expects to be entitled to receive in exchange for the services provided. The
transaction prices are generally listed in the contracts or individual client agreements. The
Organization determines the net transaction price based on contractual adjustments under terms of
third-party reimbursement agreements, a review of patient balances and the likelihood of payment
based on historical experience as well as specific patient circumstances. The stated and implied
discounts for service fees revenue from continuing operations is approximately 46.2% and 38.2% in
2023 and 2022, respectively, from the stated gross charges. There were no stated or implied
discounts for service fees revenue from discontinued operations in 2023 and 2022. Revenue
recognized from service fees from continuing operations was $564,694 and $476,579 in 2023 and
2022, respectively. Revenue recognized from service fees from discontinued operations was $72,499
and $72,901 in 2023 and 2022, respectively.

Child Care: The Organization provides child care services and the related revenue for these services
is included in service fees and child care on the consolidated statements of activities. The
Organization and parents have agreements determining the service to be provided and fee. The
parents make payments monthly in the form of cash or government voucher subsidies. The services
are provided over time as children are cared for each day. Revenue is recognized as the services are
provided. Revenue recognized from child care from continuing operations was $513,634 and
$434,772 in 2023 and 2022, respectively. Revenue recognized from child care from discontinued
operations was $16,578 and $30,431 in 2023 and 2022, respectively.

Accounts receivable for service fees and child care from continuing operations consist of the following
as of December 31:

2023 2022 2021

Service fees $ 34,155 $ 54,610 $ 57,961
Child care 50,299 23,330 23,840

$ 84,454 $ 77,940 $ 81,801

Accounts receivable for child care from discontinued operations operations consist of the following as
of December 31:

2023 2022 2021

Child care $ - $ 635 $ 1,690

There are no expressed or implied warranties. There is no revenue recognized for services performed
in prior periods. There are no contract assets or liabilities with these revenue sources.

1



Penfield Children's Center, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Service fees and child care presented on the consolidated statements of activities also includes public
support from other grants. These grants are recognized when the conditions on which they depend
have been met. Revenue recognized from other grants within service fees and child care from
continuing operations are $648,905 and $643,019 in 2023 and 2022, respectively. There was no
revenue recognized from other grants within service fees and child care from discontinued operations
in 2023 or 2022.

Income Taxes

Penfield, Friends and PMA are exempt organizations for income tax purposes under Section 501(c)(3)
of the Internal Revenue Code. VMMS Building Corp. is an exempt organization for income tax
purposes under Section 501(c)(2) of the Internal Revenue Code. PMA Building, LLC and PCC
Building, LLC are both single member LLC entities and considered disregarded entities and therefore
take on the 501(c)(3) status of their sole member, Penfield. The Organization is generally exempt from
federal and state income taxes. 

The Organization files information returns in the U.S. Federal jurisdiction and the State of Wisconsin.
None of the Organization's filed information returns are currently under examination by the Internal
Revenue Service or the State of Wisconsin. The U.S. Federal information returns for 2019 and prior
have passed the statute of limitations for audit by the Internal Revenue Service. The State of
Wisconsin information returns for 2018 and prior have passed the statute of limitations for audit.

Accounting for Uncertainty in Income Taxes

The Organization follows current accounting guidance, which clarifies the accounting for uncertainty in
income taxes recognized in the Organization's consolidated financial statements. The codification
prescribes a recognition threshold and measurement attribute for the financial statement recognition
and measurement of a tax position taken or expected to be taken in a tax return. The codification also
provides guidance on derecognition and measurement of a tax position taken or expected to be taken
in a tax return. 

The Organization did not have unrecognized tax benefits or obligations as of December 31, 2023 and
2022 and does not expect this to change significantly over the next 12 months. The Organization will
recognize interest and penalties, if any, associated with the Organization's tax positions as a
component of unrelated business income tax expense on the consolidated statements of activities. As
of December 31, 2023 and 2022, the Organization has not accrued tax, interest or penalties related to
uncertain tax positions. 

Volunteer Services

Donated services are reported as contributions when the services (a) create or enhance nonfinancial
assets or (b) would be purchased if they had not been provided by contribution, require specialized
skills and are provided by individuals possessing those skills. During 2023 and 2022, the Organization
benefited from 1,288 and 1,937 volunteer hours for continuing operations, respectively, that do not
meet the requirements for recognition in the consolidated financial statements.

Donated Materials

The Organization receives donated materials, which are primarily used for fundraising events or
distributed to people in need of those materials. Items donated and used by the Organization are
recorded at their estimated fair value.

1
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Functional Allocation of Expenses

Directly identifiable expenses are charged to program services, management and general and
development and fundraising. Expenses related to more than one function are charged to program
services, management and general and development and fundraising on the basis of full time
equivalents, square footage, number of meals served and clinical records. Information technology and
services expenses are allocated based on supported full time equivalents. Facility operation expenses
are allocated based on square footage utilization. Kitchen staff and supplies are allocated based on
meals served. Clinical records expenses are allocated based on number of documents administered
per year. Management and general expenses include those expenses that are not directly identifiable
with any other specific function but provide for the overall support and direction of the Organization. 

Estimates

The preparation of the consolidated 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 consolidated financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Liquidity and Availability of Resources

The following reflects the Organization's financial assets, reduced by amounts not available within one
year for general use because of contractual or donor-imposed restrictions. Amounts not available
include receivables collectible beyond one year and amounts set aside for long-term investing at
Friends.

2023 2022

Total assets, at year-end $ 14,214,763 $ 17,177,436
Less nonfinancial assets:

Property and equipment, net (2,045,852) (4,554,883)
Operating lease right of use asset - (15,583)
Prepaid expenses (70,455) (159,393)

Financial assets, at year-end 12,098,456 12,447,577

Less those unavailable for general expenditures within one year,
due to:

Restricted by donor with purpose restrictions - (900,000)
Contributions and pledges receivable subject to appropriation

and satisfaction of donor's restriction (44,000) (111,925)
Contributions and pledges receivable collectible beyond one

year without a purpose restriction (97,000) (25,000)
Long-term investments (6,056,047) (5,157,749)

Financial assets available to meet cash needs for general
expenditures within one year $ 5,901,409 $ 6,252,903

The Organization's practice is to structure its financial assets to be available as its general
expenditures, liabilities and other obligations come due. The Organization has secured all major
contracts through 2024; Milwaukee County Department of Human Services for $1,544,450; and year
three of the SAMHSA four year grant for $800,000. A portion of long-term investments is available for
operations, if needed. In addition, the Organization has a $500,000 line of credit available to be used,
if needed. The assets within discontinued operations will be transferred to Penfield to be available to
use in operations and included in the table above.
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Adopted Accounting Pronouncement

In June 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) No. 2016-13, Financial Instruments�Credit Losses (Topic 326). The ASU introduces a
new credit loss methodology, Current Expected Credit Losses (CECL), which requires earlier
recognition of credit losses, while also providing additional transparency about credit risk. Since its
original issuance in 2016, the FASB has issued several updates to the original ASU. The CECL
methodology utilizes a lifetime "expected credit losses" measurement objective for the recognition of
credit losses are adjusted each period for changes in expected lifetime credit losses. The
methodology replaces the multiple existing impairment methods in current accounting principles
generally accepted in the United States of America, which generally require that a loss be incurred
before it is recognized. On January 1, 2023, the Organization adopted the ASU under the modified
retrospective approach. There was no adjustment to net assets upon adoption. CECL did not have a
signifcant impact on the consolidated financial statements.

Subsequent Events

Management has evaluated subsequent events through July 10, 2024, the date which the
consolidated financial statements were approved and available to be issued.

2. Discontinued Operations

Management evaluated the financial position of the Organization, as well as its subsidiaries in
March 2023. PMA was operating at a deficit and required additional resources of the Organization. Based
on the continued deficit changes in net assets and limited liquid funds, management announced its plans
in March 2023 to close PMA after completing the 2022-2023 school year and sell the PMA Building, LLC
assets. The Organization recorded an impairment loss on the PMA Building, LLC's building and building
improvements of $1,536,526 and recorded a loss on pledges receivable that were for the operations of
PMA of $1,500,000 during 2022. Management's plans alleviated any concerns that raised substantial
doubt about the ability of the Organization to continue as a going concern.

In June 2023, the Board of Directors approved a resolution to close PMA and PMA Building, LLC. In 2023
the building was sold. The receivables outstanding at December 31, 2023 are reimbursements based on
expenditures incurred in prior years and considered collectible. Any collections received in excess of
accounts payable and accrued liabilities will be disbursed to Penfield. PMA and PMA Building, LLC are
being treated as discontinued operations for financial reporting purposes in accordance with current
accounting guidance.

The detail of the assets and liabilities from discontinued operations included in the consolidated
statements of financial position as of December 31 are detailed below:

2023 2022
Assets from discontinued operations:

Cash and cash equivalents $ 5,000 $ 717,086
Accounts receivable 3,360 8,036

  Grants receivable 366,322 556,276
  Contributions and pledges receivable, net - 10,375
  Prepaid expenses - 24,011
  Operating lease right of use assets - 3,896
  Property and equipment, net - 2,414,045

Total assets from discontinued operations $ 374,682 $ 3,733,725
Liabilities from discontinued operations:

Accounts payable and accrued expenses 20,592 131,961
Grant funds received in advance - 97,272
Operating lease liability - 3,896

Total liabilities from discontinued operations $ 20,592 $ 233,129
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The detail for the change in net assets from discontinued operations presented on the consolidated
statements of activities for the years ending December 31:

2023 2022

Public support and revenues without donor restrictions from
discontinued operations:

U.S.D.A. food program $ 58,870 $ 95,039
United Way of Greater Milwaukee, Inc. 2,250 9,645
Service fees and child care 89,077 103,332
Contributions and other grants 19,422 130,933
School grants 1,243,930 1,528,996
In-kind contributions 1,002 11,055
Cost of direct benefit to donors - (1,213)
Impairment loss on property - (1,536,526)
Other income 28,766 8,030
Net assets released from restrictions 144,459 1,061,281

Total public support and revenues without donor
restrictions from discontinued operations 1,587,776 1,410,572

Expenses from discontinued operations:
Program services 1,886,027 3,015,953
Management and general 242,699 112,057

Total expenses from discontinued operations 2,128,726 3,128,010

Change in net assets without donor restrictions from discontinued
operations without donor restrictions before loss on disposal of
property and equipment $ (540,950) $ (1,717,438)

Loss on disposal of property and equipment (296,053) -

Change in net assets without donor restrictions from
discontinued operations (837,003) (1,717,438)

Public support and revenues with donor restrictions from
discontinued operations:

Contributions and other grants 12,709 104,355
Loss on donor restricted contributions - (1,500,000)
Net assets released from restrictions (144,459) (1,061,281)

Change in net assets with donor restrictions from
discontinued operations (131,750) (2,456,926)

Change in net asets from discontinued operations $ (968,753) $ (4,174,364)
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The following is certain cash flow information for the years ending December 31 related to discontinued
operations.

2023 2022

Cash Flows From Discontinued Operating Activities
Loss from discontinued operations $ (968,753) $ (4,174,364)
Adjustments to reconcile net income to cash flows from

discontinued operating activities:
Depreciation 115,408 98,048
Loss on sale of fixed assets 296,053 -
Loss on donor restricted contributions - 1,500,000
Impairment loss on property and equipment - 1,536,526
Provision for doubtful accounts 4,867 -

Changes in assets and liabilities:
Accounts receivable 4,676 4,657
Grants receivable 185,087 614,736
Contributions and pledges receivable 10,375 479,283
Prepaid expenses and other assets 24,011 (10,943)
Accounts payable and accrued expenses (111,369) (43,387)
Deferred revenue (97,272) (3,020)

Net cash flows from discontinued operating activities (536,917) 1,536

Cash Flows From Discontinued Investing Activities
Purchases of fixed assets (474,707) (780,230)
Proceeds from disposal of fixed assets 2,477,291 -
Net transfers (to) from continuing operations (2,177,753) 1,262,674

Net cash flows from discontinued investing activities (175,169) 482,444

Net change in cash and cash equivalents from
discontinued operations $ (712,086) $ 483,980

3. Cash and Credit Risk

The Organization uses financial institutions in which they maintain cash balances that, at times, may
exceed federally insured limits. The Organization has not experienced any losses in such accounts.

4. Investments

The Organization invests in equity securities and mutual funds which are reported at their aggregate fair
value.

The Organization follows current accounting guidance, which clarifies how organizations are required to
use a fair value measure for recognition and disclosure by establishing a common definition of fair value,
creating a framework for measuring fair value and expanding disclosures about fair value measurements.
Current accounting guidance establishes a three-tier fair value hierarchy, which prioritizes the inputs used
in measuring fair value. These tiers include Level 1, defined as observable inputs such as quoted market
prices in active markets; Level 2, defined as inputs other than quoted market prices in active markets that
are either directly or indirectly observable; and Level 3, defined as unobservable inputs in which little or no
market data exists, therefore requiring an entity to develop its own assumptions.
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As of December 31, 2023 and 2022, all investments are classified as Level 1 investments, for which fair
value is measured based on quoted prices in active markets for identical assets. The fair value of
investment securities by major security type and class of security as of December 31 is as follows:

2023 2022

Classification type:
Bond funds $ 2,558,801 $ 2,021,065
Equity funds 3,380,136 3,043,493
Real asset funds 117,110 93,191

Total $ 6,056,047 $ 5,157,749

5. Contributions and Pledges Receivable

Contributions and pledges receivable included with continuing operations are expected to be realized in
the following periods:

2023 2022

Less than one year $ 447,924 $ 1,623,247
One to five years 97,000 71,250

Subtotal 544,924 1,694,497

Less discount for present value (25,700) (78,122)

Total $ 519,224 $ 1,616,375

The Organization incurred bad debt epense to write-off contributions and pledges receivable from
continuing operations of $70,925 and $5,000 in 2023 and 2022, respectively.

The Organization wrote off an outstanding pledge balance in 2022 for a donor restricted pledge to support
the school and is no longer expected to be collected. The loss is presented as a loss on donor restricted
contributions within discontinued operations (Note 2). The Organization did not have contributions and
pledges receivable from discontinued operations at December 31, 2023. The Organization had $10,375 of
contributions and pledges receivable included in discontinued operations at December 31, 2022, which
was collected in 2023.

6. Property and Equipment and Depreciation

Depreciation is calculated on the straight-line method using the following useful lives:

Buildings and improvements 31-33 years
Parking lot and land improvements 10-20 years
Equipment, software and vehicles 4-10 years
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Property and equipment included within continuing operations are summarized as follows:

2023 2022

Land $ 318,440 $ 318,440
Building and improvements 5,703,881 5,520,262
Parking lot and land improvements 1,356,621 1,356,621
Office equipment 783,130 790,685
Software 354,863 354,863
Vehicles 112,553 112,553
Other 40,000 40,000
Construction in progress 5,000 57,276

Subtotal 8,674,488 8,550,700

Less accumulated depreciation (6,628,636) (6,409,862)

Total $ 2,045,852 $ 2,140,838

Depreciation from continuing operations was $222,273 in 2023 and $275,417 in 2022.

Property and equipment included within discontinued operations are summarized as follows:

2023 2022

Land, building and improvements $ - $ 3,579,498
Parking lot and land improvements - 36,836
Office equipment - 18,427

Subtotal - 3,634,761

Less accumulated depreciation - (1,220,716)

Total $ - $ 2,414,045

Depreciation from discontinued operations was $115,408 in 2023 and $98,048 in 2022.

7. Leases

The Organization leases certain office equipment and a parking lot under operating lease agreements.
Remaining leases at December 31, 2023 were short-term leases and no right-of-use assets and liabilities
were recorded at December 31, 2023. Operating right-of-use assets and liabilities were $11,687 at
December 31, 2022. Lease expense was $15,583 and $3,922 from continuing operations in 2023 and
2022, respectively. The Organization has no remaining leases related to its discontinued operations.
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8. Net Assets With Donor Restrictions

At December 31, net assets with donor restrictions consist of:

2023 2022

Investment earnings on endowment $ 217,554 $ 53,900
Purpose and time restricted contributions 2,234,181 3,631,160
Endowment Fund, principal to be invested in perpetuity, income to

be used for general operating purposes 817,600 817,600

Total $ 3,269,335 $ 4,502,660

9. Endowments

The Organization's endowment fund consists of a general donor endowment. General endowment funds
have been received from a donor for endowment purposes and the earnings may or may not be restricted
for a specific purpose.

The Board of Directors understands that the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) is the applicable state law governing their endowment funds. UPMIFA laws have been
interpreted by the Board of Directors as allowing the appropriation for expenditure for the purposes for
which an endowment is established as the net appreciation, realized and unrealized, in the fair value of an
endowment fund over the historic dollar value of the fund as is prudent under ordinary business care
considering the facts and circumstances prevailing at the time the action is taken.

The investment policy has been established by the Organization for endowment assets that attempts to
provide a predictable stream of funding to the programs supported by its endowment while seeking to
preserve the purchasing power of the endowment assets. The purpose of the Organization's investment
policy, as approved by the Board of Directors, is to provide guidelines for investment and performance of
investments, of endowment funds that protect principal, grow the aggregate portfolio value in excess of the
inflation rate, reach an effective annual rate of return that is equal to or greater than the designated
benchmarks for the various types of investment vehicles and to ensure that any risk assumed is in line
with the given investment vehicle and the Organization's objectives.

The endowment assets are governed by a spending policy that seeks to distribute a specific payout rate
from the endowment base to support the programs. Income from the fund will not be available for payout
until the first day of the calendar quarter after the fund reaches a fair value documented in each fund
agreement. The endowment base is defined as the rolling average of fair value for the most recent
20 quarters. The payout rate is 5% of the endowment base annually. The payout will not reduce the
endowment principal below its original contributed value.

Endowment net asset composition by type of fund consists of the following at December 31:

2023

Original Gift
Accumulated

Gain 
Total

Endowment

Donor restricted $ 817,600 $ 217,554 $ 1,035,154

2022

Original Gift
Accumulated

Gain 
Total

Endowment

Donor restricted $ 817,600 $ 53,900 $ 871,500
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Changes in endowment net assets for the years ended December 31, are as follows:

With Donor Restrictions

Original Gift
Accumulated

Gain
Total

Endowment

Endowment net assets, as of January 1, 2022 $ 812,600 $ 211,496 $ 1,024,096
Contributions 5,000 - 5,000
Investment loss, net of fees - (157,596) (157,596)

Endowment net assets, as of 
December 31, 2022 $ 817,600 $ 53,900 $ 871,500

Endowment net assets, as of January 1, 2023 $ 817,600 $ 53,900 $ 871,500
Investment gain, net of fees - 163,654 163,654

Endowment net assets, as of 
December  31, 2023 $ 817,600 $ 217,554 $ 1,035,154

10. Employee Retention Credit

The Employee Retention Credit (ERC), which was included as part of the Coronavirus Aid, Relief and
Economic Security (CARES) Act and amended by the Consolidated Appropriations Act (CAA), the
American Rescue Plan Act (ARPA) and the Infrastructure Investment and Jobs Act (IIJA), incentivizes
employers severely impacted by the COVID-19 pandemic to retain their employees when they might
otherwise find it difficult to do so. The fully refundable tax credit is allowed against the employer's share of
employment taxes for qualified wages paid after March 12, 2020 and before October 1, 2021. Credits in
excess of the tax amounts paid by an employer are treated as overpayments and are also refunded to the
employer. The ERC is calculated as a percentage of qualified wages (as defined in the CARES Act, as
amended) paid by an eligible employer. In 2021, the Organization qualified for the ERC as it experienced
a significant decline in gross receipts (for 2021, defined as a 20% decline in gross receipts when
compared to the same quarter in 2019). The Organization averaged more than 100 full-time employees
(FTEs), but less than 500 FTEs during 2019, therefore, it was considered a small employer during 2021.
As a small employer in 2021 all of the Organization's otherwise qualified wages were eligible. For 2021,
the ERC equaled 70% of an employee's qualified wages up to $10,000 per employee per calendar quarter
with a maximum annual credit of $21,000 for each employee.

The Organization accounts for this federal funding in accordance with FASB Accounting Standards
Codification (ASC) 958-605 guidance for conditional contributions and, accordingly, revenues are
measured and recognized when barriers are substantially met. The Organization claimed credits of
$1,115,677 on amended forms 941 which was included in contributions and other grants in the
consolidated statement of activities for the year ended December 31, 2021. As of December 31, 2023 and
2022, the Organization had an ERC receivable from continuing operations of $720,128 included in grants
receivable on the consolidated statements of financial position. As of December 31, 2023 and 2022, the
Organization had an ERC receivable from discontinued operations of $189,236 and $395,549,
respectively.
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11. Concentration of Risk

The Organization receives grants from various government agencies whose programs rely on the
availability of funding from the United States government. Approximately 78% and 52%, of the
Organization's total public support and revenues from discontinued operations is from school grants for
2023 and 2022, respectively. The Milwaukee County contract accounts for 26% and 36% of total public
support and revenues from continuing operations for 2023 and 2022, respectively.

Two donors account for 51% and 60% of the Organization's total outstanding contributions and pledges
receivable from continuing operations at December 31, 2023 and 2022, respectively. In 2023 and 2022,
the aforementioned donors accounted for 6% of total public support and revenues from continuing
operations.

Grants receivable from discontinued operations at December 31, 2023 and 2022 consist of amounts due
from two funders.

12. Units of Service

Milwaukee County contracted to purchase 85,000 and 110,000 units of service from the Organization
under the Work and Day - Children's Services program contract for 2023 and 2022, respectively.
Additionally, the Organization received additional referrals during 2023 and 2022 resulting in more units of
service being provided than originally contracted. The Organization provided 98,706 and 114,029 units of
service for clients in 2023 and 2022, respectively. All units of service provided were from continuing
operations in 2023 and 2022.

13. Donated Services, Materials and Equipment

The value of donated services, materials and equipment included as in-kind contributions in the
consolidated statements of activities and the corresponding expenses for the years ended December 31,
are as follows:

2023 2022

Advertising $ 30,820 $ 41,598
Fundraising events, supplies 74,986 72,615
Consulting services 1,614 11,555

Total $ 107,420 $ 125,768

Fundraising items donated and sold in auctions at fundraising events are recorded at their realized value,
which approximates fair value, of $74,986 and $72,615 for 2023 and 2022, respectively, and included 
in-kind contributions from continuing operations on the consolidated statements of activities.

Contributed advertising services consist of advertisements presented to the public at no cost to the
Organization. Contributed advertising services are valued and are reported at the estimated fair value in
the consolidated financial statements based on current market rates for similar advertising services.

Contributed consulting services consist of professional services from consultants advising the
Organization on various matters. Contributed consulting services are valued and are reported at the
estimated fair value in the consolidated financial statements based on current rates for similar services.
There were $1,002 and $11,555 of donated consulting services and materials to PMA recorded within
discontinued operations in 2023 and 2022, respectively. 
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14. Employee Retirement Plan

The Organization has a 403(b) employee retirement plan for eligible employees. The Organization has
discretion to match employee contributions up to 3% of the employee's gross wages. The Organization
contributed $100,048 and $74,554 to the plan from continuing operations during 2023 and 2022,
respectively. The Organization contributed $18,090 and $22,046 to the plan from discontinued operations
during 2023 and 2022, respectively.

15. Notes Payable

In June 2016, the Organization entered into a demand line of credit agreement with a financial institution.
The line of credit has a limit of $500,000. The line is secured by all business assets. The interest rate on
the line is Wall Street Journal Prime Rate plus 0.05%. The line does not have an expiration date, however,
the financial institution can notify the Organization to pay any outstanding balance within ninety days and
terminate the line. The line has an outstanding balance of $0 at December 31, 2023 and 2022.

In 2019, a line of credit for construction for a parking lot was taken out by PCC Building, LLC with a
financial institution. The line of credit was converted to an unsecured note payable on July 26, 2019. The
note payable had an outstanding balance of $134,109 and $167,509 at December 31, 2023 and 2022,
respectively, and is presented within continuing operations. Interest expense was $6,101 and $9,435 in
2023 and 2022, respectively. The parking lot was placed into service in 2020. Monthly interest payments
are due with an interest rate of LIBOR plus 1.25% for the first 12 months of the note. Beginning August 1,
2020, the interest rate changed to a fixed 3.95% for the remainder of the note, principal and interest is
payable in 59 monthly installments of $3,292 with a final payment equal to all unpaid principal and accrued
interest due July 1, 2025. During March 2022, the Organization prepaid $200,000 of principal on the notes
payable. The remaining principal on the note payable of $134,109 was paid in 2024.

16. Commitments and Contingencies

Financial awards from federal, state and local governments in the form of grants are subject to special
audit. Such audits could result in claims against the Organization for disallowed costs or noncompliance
with grantor restrictions. No provision has been made for any liabilities that may arise from such audits
since the amounts, if any, cannot be determined at this time.

The Organization is a defendant in lawsuits. The final results of such litigation cannot be determined at
this time. In the opinion of management, any ultimate liability in the lawsuits would either be within
insurance limits or would have no adverse effect on the consolidated financial statements.

The Organization received funds under the Paycheck Protection Program (PPP) of $1,276,700 that was
recorded as grant revenue in prior years. The Organization has received notice from the Small Business
Administration (SBA) that it has forgiven all of the PPP proceeds received by the Organization. The SBA
reserves the right to audit any PPP loan, regardless of size. These audits may occur after forgiveness has
been granted. In accordance with the CARES Act, all borrowers are required to maintain their PPP loan
documentation for six years after the PPP loan was forgiven or repaid in full and to provide that
documentation to the SBA upon request. The credits claimed under the ERC remain subject to audit until
2027. The Organization does not believe the results of any audits or reviews by the SBA would have a
material impact on the consolidated financial statements.
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