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Aff,RD“ CERTIFICATE OF LIABILITY INSURANCE §/27/2013

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED
REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

IMPORTANT: If the certificate holder Is an ADDITIONAL INSURED, the ‘policy{ies) must be endorsed. If SUBROGATION IS WAIVED, subject to
the terms and conditions of the policy, certain policies may require an endorsement. A statement on this certificate does not confer rights to the
certificate holder In lleu of such endorsement(s).

PRODUCER [ SNIACT Linda Dacey .
FIAT/Cross Insurance ME ey (603) 669-3218 [ 2 poy, 1603 645-4331
1100 Elm Streat ldacey@crossagency. con
' INSURER(S} AFFORDING COVERAGE NAKC #
Manchester NH 03101 wsurerA:Philadelphia Ins Co
INSURED ’ ’ ’ ) wsurerB:QBE Insurance Corp 39217
Child & Family Sarvices of New Hampshire wsurerc:Travelers Ins. Co. -
Po Box 448 INSURER D :
WSURERE :
Manchester NH 03105 INSURERF ;
COVERAGES CERTIFICATE NUMBER:13-14 All lines REVISION NUMBER:

THIS 1S TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN 1S SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES, LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS,

F TYPE OF INSURANCE INsR wvp POLIGY NYBER Encree | FOUCYER uMITS
| GENERAL LIABRITY o (W) ) ’ | EACH OCCURRENCE s 1,000,000
X | commencat GeNERAL LiABILITY : Sk vt s 100,000
A | cLamsamnos | % | occur PHPK879641 717172013 [7/1/2014  [yep exp (any cne person) | 3 15,000
. | PERSONAL 8 ADVINJURY |8 1,000,000
j . | GENERAL AGGREGATE [ 2,000,000
GENL AGGREGATE UMIT APPLIES PER: PRODUCTS - COMPIOP AGG | 8 2,000,000
xlrovor] 18S [ Jioc $ 4
A_umuom.s‘w K 1,000,000]
A [Xjawaro . ' 3
|| ARSI | 3ee e RHPKB79641 7/1/2013  [1/1/2014 | BODILY INJURY (Por aocident | §
| X | HreD AUTOS Rre/meD W 3
Drive other car $ 1,000,000.
| [wmereLaas [ X | occur _EACH OCCURRENCE s 4,000,000
| A | X [ ExcEssuas | | cLamsmape AGGREGATE 3 4,000,000
0 | ¥ NTION § 10,000 PRUB385665 7/1/2013  [1/1/2014 s !
WORKERS COMPENSATION WC40010648 ' X [JCSTATG T [0
AND EMPLOYERS' LIABILITY YIR ,
A e exoilioesy o VE [N ] [wea (3a.) ¥m E.L EACH ACCIDENT s 500,900
{Mandatory In NH) : P11 officers included  [8/4/2013 4/4/2014 |p\ noeasE . EAEMPLOYES § 500,000
' if yes, describe under
DESCRIPTION OF OPERATIONS below EL uwss-mucvﬁrﬁ s 500., 000
C |Fidelity & Forgery h0591219¢ R/1/2013 @/1/2016 |y $200,000
A |Professional Liability PHPKST79641 [7/1/2013  7/1/2018 | pggregats- $2,000,000

DESCRIPTION OF DPERATIONS / LOCATIONS / VEHICLES {Attach ACORD 101, Additions! Remarks Schedule, if more space is required)
Refer to policy for exclusionary endorsements and special provisions.

CERTIFICATE HOLDER

CANCELLATION

State of NH

Department of Health & Human Services
Office of Human Services

129 Pleasant Street

Concord, NH 03301

" SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREOF, NOTICE WILL BE DEUVERED IN
ACCORDANCE WITH THE POLICY PROVISIONS.

AUTHORIZED REPRESENTATIVE

Don Lefebvre/JSC ﬂmﬁ&, /@ W

ACORD 25 (2010/05)
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CERTITFIED PUBLIC ACCOUNTANTS

62 Stark Street, Manchester, New Hampshire 03101}
603-669-5477 FAX 603-669-0197

INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees
Child and Family Services of New Hampshire
Manchester, New Hampshire

Report on the Financial Statements

We have audited the accompanying consolidated statements of Child and Family Services
of New Hampshire (a nonprofit organization), which comprise the statement of financial
position as of December 31, 2012 and 2011, and the related statements of activities,
functional expenses and cash flows for the years then ended, and the related notes to the
financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain.reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An-audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.



The Board of Trustees
Child and Family Services of New Hampshire

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all

material respects, the financial position of Child and Family Services of New Hampshire
as of December 31, 2012 and 2011, and the changes in its net assets and its cash flows for
the years then ended in conformity with accounting principles generally accepted in the
United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 20, 2013, on our consideration of Child and Family Services of New Hampshire’s
internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering Child and Family Services of New Hampshire’s internal control over financial
reporting and compliance.

AN
¢ P
March 20, 2013 \'(E‘q’""’ d | VR, ?e,
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENTS OF FINANCIAL POSITION

As of December 31,2012 and 2011

ASSETS
2012 2011
Assets
Cash and cash equivalents 3 255,465 $ 203,538
Cash restricted for payment of long-term debt 30,000 25,000

Accounts receivable, less allowance for doubtful

accounts 0f $7,505 in 2012 and $8,205 in 2011 949,727 980,874
Prepaid expenses 82,377 62,226
Deferred expenses 24,843 42,372
Bequest receivable 50,000 -
Beneficial interest in funds held by others 1,736,855 1,646,126
Property, plant and equipment, net 7,316,090 7,602,229
Investments 14,955,171 14,095,239

Total assets $ 25,400,528 3 24,657,604

LIABILITIES AND NET ASSETS

Total liabilities and net assets

See notes to financial statements.

Liabilities
Line of credit $ - $ 124,535
Accounts payable 130,627 109,592
Accrued vacation 260,070 267,080
Accrued wages and related expenses 261,289 259,032
Annuities payable 1,487 2,612
Mark to market interest rate swap liability 1,558,953 1,660,401
Long-term debt 5,432,682 5,552,679
Total liabilities 7,645,108 7,975,931
Net assets
Unrestricted 360,326 (16,618)
Designated by Board 12,114,920 11,391,434
Temporarily restricted 2,366,851 2,619,139
Permanently restricted 2,913,323 2,687,718
Total net assets 17,755,420 16,681,673

$ 25,400,528

$ 24,657,604
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENT OF ACTIVITIES
Year Ended December 31,2012

Temporarily Permanently

Unrestricted  Restricted Restricted Total
Public support and revenue
Bublic support
Government and other grants and fees $ 8,236,067 $ - 3 - $ 8,236,067
Contributions 267,930 - 159,275 427,205
Foundations and trusts 602,049 - - 602,049
United Way 304,996 - - 304,996
Special events (net of direct costs of $103,656) 198,954 - - 198,954
Net assets released from restriction for
operating activities 276,688 (252,288) (24,400) -
Total public support 9,886,684 (252,288) 134,875 9,769,271
Revenue
Program service fees 1,823,706 - : - 1,823,706
Endowment transfer to support operations 856,719 - - 856,719
In-kind donations 147,429 - - 147,429
Rents . 15,207 - - 15,207
Income from HEFA trust 8,410 - - 8,410
Total other revenue 2,851,471 - - 2,851,471
Total public support and revenue . 12,738,155 (252,288) 134,875 12,620,742
Expenses
Program services
Family counseling 1,047,925 - - 1,047,925
Teen and youth . 1,900,608 - - 1,900,608
Child abuse treatment . 1,984,898 - - 1,984,898
Child abuse prevention and family strengthening 3,270,527 - - 3,270,527
Early intervention 403,047 - - 403,047
Homecare 1,736,040 - - 1,736,040
Residential services 556,649 - - 556,649
Adoptions and pregnancy counseling 152,139 - - 152,139
Child advocacy 129,760 - - 129,760
Summer camp 274,385 - - 274,385
Total program services 11,455,978 |- - 11,455,978
Supporting services
Public relations and financial development 452,551 - - 452,551
Management and general 798,942 - - 798,942
Total supporting services 1,251,493 - - 1,251,493
Total expenses 12,707,471 - - 12,707,471

Increase (decrease) in net assets before
non-operating gains and losses 30,684 (252,288) 134,875 (86,729)

See noles to financial statements.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENT OF ACTIVITIES (concluded)

Year Ended December 31, 2012

Temporarily Permanently

Unrestricted  Restricted Restricted Total

Increase (decrease) in net assets before _

non-operating gains and losses 3 30,684 § (252,288) § 134,875 $ (86,729)
Non-operating gains and losses

Investment gain reduced by the portion of cumulative

net appreciation designated for current operations 968,298 - - 968,298

Unrealized gain on mark to market interest rate swap 101,448 - - 101,448

Change in beneficial interest in funds held by others - - 90,730 90,730
Increase (decrease) in net assets 1,100,430 (252,288) 225,605 1,073,747
Net assets, beginning of year 11,374,816 2,619,139 2,687,718 16,681,673
Net assets, end of year $ 12,475,246 § 2,366,851 §$2913,323 $17,755,420

See notes to financial statements.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENT OF ACTIVITIES

Public support and revenue
Pubiic support

Government and other grants and fees $ 7,986,444 $ - 3 - $ 7,986,444
Contributions 401,525 - 211,401 612,926
Foundations and trusts 589,090 - - 589,090
United Way 343,962 - - 343,562
Special events (net of direct costs of $101,186) 159,211 - - 159,211
Net assets released from restriction for
operating activities 118,762 (118,762) - -
Total public support 9,598,994 (118,762) 211,401 9,691,633
Revenue
Program service fees 1,673,422 - - 1,673,422
Endowment transfer to support operations 663,354 - - 663,354
In-kind donations 221,620 - - 221,620
Rents 3,626 - - 3,626
Income from HEFA trust 8,145 - - 8,145
Total other revenue 2,570,167 - - 2,570,167
Total public support and revenue 12,169,161 (118,762) 211,401 12,261,800
Expenses
Program services
Family counseling 1,117,703 - - 1,117,703
Teen and youth 2,278,597 - - 2,278,597
Child abuse treatment 1,644,015 - - 1,644,015
Child abuse prevention and family strengthening 2,768,202 - - 2,768,202
Early intervention 408,898 - - 408,898
Homecare 1,539,865 - - 1,539,865
Residential services 592,487 - - 592,487
Adoptions and pregnancy counseling 216,263 - - 216,263
Child advocacy - 211,588 - - 211,588
Summer camp 227,957 - - 227,957
Total program services 11,005,575 - - 11,005,575
Supporting services
Public relations and financial development 427,405 - - 427,405
Management and general 785,600 - - 785,600
Total supporting services 1,213,005 - - 1,213,005
Total expenses 12,218,580 - - 12,218,580
Increase (decrease) in net assets before
non-operating gains and losses (49,419) (118,762) 211,401 43,220

See notes to financial statements.

Year Ended December 31,2011

Temporarily Permanently

Unrestricted

Resiricted Restricted
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENT OF ACTIVITIES (concluded)

Year Ended December 31, 2011

Increase (decrease) in net assets before
non-operating gains and losses

Non-operating gains and losses
Investment loss reduced by the portion of cumulative
net appreciation designated for current operations
Unrealized (loss) on mark to market interest rate swap
Change in beneficial interest in funds held by others
Increase (decrease) in net assets

Net assets, beginning of year

Net assets, end of year

See notes to financial statements.

Temporarily Permanently

Unrestricted  Restricted  Restricted Total
$ (49419) $ (118,762) $ 211,401 § 43,220
(951,952) - - (951,952)
(748,755) . ; (748,755)
- - (130,908) (130,908)
(1,750,126) (118,762) 80,493 (],788,395)
13,124,942 2,737,901 2,607,225 18,470,068

$11,374,816  $ 2,619,139 § 2,687,718

$ 16,681,673
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENTS OF CASH FLOWS

Year Ended December 31, 2012 and 2011

Cash flows from operating activities
Change in net assets
Adjustments to reconcile change to net cash

provided (used) by operating activities

Depreciation
Reinvested income
Realized {gain) on sale of investmentc
Unrealized (gain) loss on investments
Unrealized (gain) loss on mark to market interest rate swap
Amortization of NHHFA notes payable
(Increase) in restricted cash

£ Ven namm A A M H
{Increase) decrease in accounts receivable

(Increase) in prepaid expenses

(Increase) decrease in deferred expenses

(Increase) in bequest receivable

(Increase) decrease in beneficial interests in trusts
(Decrease) in deferred contract revenue

Increase (decrease) in accounts payable

Increase (decrease) in accrued vacation and expenses

Net cash (used in) operating activities

Cash flows used in investing actiyities
Cash paid for land, buildings and equipment

Cash flows from financing activities

Contribution restricted to endowment

Proceeds from appropriation of endowment

Proceeds from release of restricted endowment

Net cash advance (payment) on line of credit

Cash payments on long-term debt

Cash paid on annuity

Net cash provided by financing activities

Increase (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplemental disciosure of cash flow information
Interest paid in cash

Amortization of 2007 NHHFA note payable

Amortization of 2005 NHHFA note payable

See notes to financial statements.

2012

$ 1,073,747

2011

$ (1,788,395)

369,616 373,667
(310,652) (392,867)
(102,398) (356,631)

(1,463,682) 976,443
(101,448) 748,755
18,426 17,382
(5,000) -
31,147 (199,831)
(20,151) (41,023)
17,529 (591)
(50,000) -
(90,729) 65,434
. (74,919)
21,035 (22,578)
(4,753) 23,578

(617,313) (671,576)

(83,477) (75,122)
(159,275) (210,501)

1,151,675 749,219
24,400 -
(124,535) 124,535
(138,423) (88,962)
(1,125) (1,125)
752,717 573,166
51,927 (173,532)

203,538 377,070
255,465 $ 203,538
332,900 $ 337341

9,786 $ 9232
8,640 $ 8,150
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 1. NATURE OF ACTIVITIES

Child and Family Services of New Hampshire (the “Organization™) operates as a
voluntary, non-sectarian, non-profit organization located throughout the State' of
New Hampshire providing direct social services for families and children. The
Organization’s major source of revenue is derived from government and other grant
income.

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

The accompanying financial statements have been prepared on the accrual basis
and in accordance with the Not-for-Profit Entities Topic of the FASB Accounting
Standards Codification (ASC) 958-205 and subsections.

This Topic establishes standards for general-purpose external financial statements
of not-for-profit organizations, including a statement of financial position, a
statement of activities and a statement of cash flows. This Topic further requires
classification of net assets and its revenues, expenses, gains and losses into three
categories, based on the existence or absence of externally imposed restrictions.
The categories, unrestricted, temporarily restricted and permanently restricted net
assets are defined as foliows:

Unrestricted — Net assets that are not subject to donor-imposed stipulations.
Unrestricted net assets may be designated for specific purposes by action of the
Board of Directors.

Temporarily Restricted ~ Net assets whose use is limited by law or donor-
imposed stipulations that will either expire with the passage of time or be
fulfilled by actions of the Organization. It also includes the accumulated
appreciation related to permanently restricted endowment gifts, which is a
requirement of FASB ASC 958-205-45.

Permanently Restricted ~ Reflects the historical cost of gifts (and in certain
circumstances, the earnings from those gifts), subject to donor-imposed
stipulations, which require the corpus to be invested in perpetuity to produce
income for general or specific purposes. Permanent restricted net assets also
include the fair value of the Organization’s beneficial interest in funds held by
others.

Principles of consolidation

The financial statements include accounts of the Organization and Child and
Family Realty Corporation, a commonly controlled organization. All inter-
organization transactions have been eliminated.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Income taxes

The Organization applied for and has been granted recognition of exemption from
federal income tax under Section 501(c)(3) of the Internal Revenue Code of 1986.
Section 501(c)(3) of the Code provides for the exemption of organizations that are
organized and operated exclusively for religious, charitable, scientific, literary or
educational purposes, no part of the net earnings of which inures to the benefit of
any private shareholders or individuals. The Organization had no unrelated
business income at December 31, 2012 and 2011. Accordingly, no provision for
income taxes has been recorded. The income tax filings for the tax years before
2008 are no longer subject to examination by federal and state taxing authorities.

Cash and cash equivalents

For financial statement purposes, the Organization considers all highly liquid
investments with a maturity of three months or less when purchased to be cash
equivalents. Temporary cash investments held in the investment portfolio are
excluded from cash and cash equivalents.

Cash restricted for payment of long-term debt

Per the terms of the Series 2007 Bond, which included a refinancing of Series 1999
debt, the Organization deposited $1,056,089 at December 31, 2008 to an escrow
fund in order to pay off the Series 1999 Bonds. This payment took place during
January 2009. At December 31, 2012 and 2011, the balance of this escrow fund
was $30,000.

Bond refinance costs
The Series 2007 bond was refinanced in 2009. Loan costs of $39,250 associated

with the refinancing are being amortized over the initial five year term of the
agreement.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Accounts receivable and revenue

Accounts receivable is recognized when qualifying costs are incurred for cost-
reimbursement grants or contracts or when a unit of service is provided for
performance grants. Grant revenue from federal agencies is subject to independent
audit under the Office of Management and Budget Circular A-133 and review by
grantor agencies. The review could result in the disallowance of expenditures under
the terms of the grants or reductions of future grant awards. Based on prior
experience, the Organization’s management believes that costs ultimately
disallowed, if any, would not materially affect the financial position of the
Organization.

Allowance for doubtful accounts

The Organization provides an allowance for doubtful accounts equal to the
estimated uncollectible amounts. The Organization’s estimate is based on historical
collection experience and a review of the current status of accounts receivable. It is
reasonably possible that the Organization’s estimate of the allowance for doubtful
accounts will change. At December 31, 2012 and 2011, accounts receivable are
presented net of an allowance for doubtful accounts of $7,505 and $8,205,
respectively.

Property, plant and equipment

Property, plant and equipment are recorded at cost or, in the case of donated assets,
at fair market value on the date received. Any such donations are reported as
unrestricted support 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 property and equipment are
reported as restricted support. Absent donor stipulations regarding how long those
donated assets must be maintained, the Organization reports expirations of donor
restrictions over the useful life of the asset. The Organization reclassifies
temporarily restricted net assets to unrestricted net assets at that time. Major
additions and improvements of $1,000 or more are capitalized, while ordinary
maintenance and repairs are charged to expense as incurred. The cost and
accumulated depreciation of assets sold or retired are removed from the accounts,
and any gains or losses are reflected in the statement of activities.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment (concluded)

Depreciation is computed using the straight-line method over the following
estimated useful lives:

Buildings and improvements 15-50 years

Furniture and equipment 5-10 years

Leasehold improvements 10 years

Vehicles 5 years
Investments

The Organization accounts for investments in accordance with FASB ASC 958-320
and subsections. This standard requires that investments with readily determinable
values and all investments in debt securities are stated at their fair values in the
statement of financial position. Investments without readily determinable fair
values are stated at cost. Unrealized gains and losses are included in the change in
net assets in the accompanying statements of activities. Periodically, management
reviews investments for which the market value has fallen significantly below cost
and recognizes impairment losses where they believe these declines are other-than-
temporary.

Annuities

Certain gifts require that the Organization pay the donor a predetermined amount
during the donor’s lifetime. Such gifts are recorded as revenue when received and
the present value of the future amount payable is credited to a liability account.
Periodically, an adjustment is made to annuities payable to record the actuarial
income or expense due to the computation of the liability based upon the revised
life expectancies.

Contributions and grants

In accordance with the Not-for-Profit Entities Topic of the ASC 958-605 and
subsections, contributions and grants received are recorded as unrestricted,
temporarily restricted, or permanently restricted depending on the existence and/or
nature of any donor/grantor restrictions. Contributions and grants restricted for a
specific purpose are reported as temporarily restricted support and are then
reclassified to unrestricted net assets upon satisfaction of those restrictions. If the
restrictions on contributions and grants are satisfied in the same fiscal period in
which they are received, then management has elected to classify them as
unrestricted for reporting purposes.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)
Donated materials and services

Donated materials and equipment are reflected in the accompanying statements at
their estimated fair values at date of receipt. A substantial number of volunteers
have donated significant amounts of time to Child and Family Services of New
Hampshire program services; however, the value of this contributed time is not
reflected in the accompanying financial statements since the volunteers’ time does
not meet the criteria for recognition.

Functional allocation of expenses

The costs of providing various programs and other activities have been summarized
on a functional basis in the statements of functional expenses. Accordingly, certain
costs have been allocated among the programs and supporting services benefited.

Note 3. FAIR VALUE MEASUREMENTS

Generally accepted accounting principles establishes a fair value hierarchy that
prioritizes the inputs to valuation techniques used to measure fair value. This
hierarchy consists of three broad levels:

Level 1 inputs consist of unadjusted quoted prices in active markets for
identical assets and have the highest priority.

Level 2 inputs consist of quoted prices for similar assets in active markets,
quoted prices for identical or similar assets in inactive -markets, or
observable inputs other than quoted market prices.

Level 3 inputs consist of inputs that are unobservable and significant to the
fair value measurement and have the lowest priority.

The Organization uses appropriate valuation techniques based on available inputs
to measure the fair value of its investments. An asset’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 must maximize the
use of observable inputs and minimize the use of unobservable inputs.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 4. ACCOUNTS RECEIVABLE

2012 2011
Grants receivable $ 697,348 $ 659,227
Fees for services 259,884 329,852
957,232 989,079
Less allowance for
uncollectible accounts (7,505) (8,205)
Total $ 949,727 $ 980,874

Note 5. BENEFICIAL INTEREST IN FUNDS HELD BY OTHERS

The Organization is the sole beneficiary of three funds that are established at the
New Hampshire Charitable Foundation (NHCF). One of the funds was established
in 2005. Income from the funds is to provide assistance to children attending Camp
Spaulding and for capital improvements to the camp. The fund resolution provides
that distributions from the funds can be made at the discretion of the NHCF Board
of Directors; however, the Organization has received distributions from the funds
of an amount equal to approximately 5% of the average market value of the fund
over the last five years. Excess earnings, if any, are reinvested.

At December 31, 2012 and 2011, the fair market value of the funds, which
approximates the present value of future benefits expected to be received, was
$751,523 and $706,317, respectively. The Organization received $30,214 and
$32,695 from the funds in 2012 and 2011, respectively.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 5. BENEFICIAL INTEREST IN FUNDS HELD BY OTHERS (concluded)

In addition, the Organization has a split-interest in three charitable remainder trusts.
The assets are held in trust by banks as permanent trustees of the trusts. The fair
value of these beneficial interests is determined by applying the Organization’s
percentage interest to the fair value of the trust assets as reported by the trustee.

Percentage
Trust Interest 2012 2011
Greenleaf 100% $ 382,039 $ 362,040
Spaulding 100% 329,237 312,453
Cogswell 50% 274,056 265,316
Total $ 985,332 $ 939,809

Income distributed by these trusts was $43,342 and $40,002 in 2012 and 2011,
respectively.

Beneficial interest in funds held by others is reported at its fair value, which is
estimated as the present value of expected future cash inflows on a recurring basis.
As discussed in Note 3, the valuation technique used by the Organization is a level
3 measure because there are no observable market transactions.

Changes in fair value of assets measured at fair value on a recurring basis using
significant unobservable inputs (Level 3) are comprised of the following:

Beneficial
Interest in Funds

Held by Others

Balance at December 31, 2010 $1,711,560
Contribution 65,474
Change in value of beneficial interest (130.908)
Balance at December 31, 2011 1,646,126
Change in value of beneficial interest 90,729

Balance at December 31, 2012

1,736,85
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 6. PROPERTY, PLANT AND EQUIPMENT

. ot . .
ioperty, plant and equipment consist of the following:

v

201 011
Land $ 1,144,949 $1,144,949
Buildings and improvements 8,540,136 8,504,704
Furniture and equipment 1,864,695 1,855,844
Vehicles 128,606 163,794
Leasehold improvements 66,783 66,783
Software 168,608 147,015
11,913,777 11,883,089
Less accumulated depreciation (4,597,687) (4,280,860)
Property, plant and equipment, net $ 7,316,090 $ 7,602,229
Note 7. INVESTMENTS.
Investments consist of the following:
2012 2011
Cost Fair Value Cost Fair Value
Domestic equities $ 5378589 § 6,563,004 $ 5,410,122 § 5,864,679
International equities 3,858,629 3,891,869 3,794,526 3,278,319
Fixed income securities 1,988,704 2,207,774 2,422,615 2,632,737
Inflation hedging 1,768,387 1,883,898 2,221,542 2,038,106
Cash and equivalents 408,536 408,536 281,398 281,398
Total $13.402,845 $14955171 $14,130203 $14,095239

Under the terms of a line of credit agreement with a bank, the Organization has
agreed not to pledge these assets as security on any other debt.

During 2009, the Organization requested a full redemption of its investment in the
limited partnership. The limited partnership acknowledged receipt of the request,
but noted that redemptions from the fund were suspended as of the year ended
December 31, 2009. During 2010, the limited partnership had formally notified the
Organization that all outstanding redemption requests will be honored pro rata
based on the redeeming investors’ total investment in the Fund relative to the total
of all redeeming investors’ investment in the Fund. The amount redeemed for the
year ended December 31, 2012 and 2011 was $233,349 and $689,085, respectively.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 7. INVESTMENTS (continued)

Investment return is summarized as follows:

2012 011
Interest and dividend income $ 310,652 § 392,867
Net realized and unrealized gain (loss) 1,566,080 _(619.812)
Total investment gain (loss) $1.876,732 §(226,945)

Expenses relating to investment revenues, including management fees amounted to
$88,028 and $100,173 for the years ended December 31, 2012 and 2011,
respectively, and have been netted against investment revenues in the
accompanying statements of activities.

The Organization’s policy is to avail itself of a Board approved percentage of
investment income for operations with any remaining interest, dividends, or
appreciation reinvested. The spending policy approved by the Board of Trustees for

2012 was 6% of the average fair market value of all investments over the previous
twelve quarters. The income recognized during the years ended December 31, 2012
and 2011 was $856,719 and 663,354, respectively. The cash transferred to
operations from investments during the years ended December 31, 2012 and 2011
‘was $1,125,000 and $680,000, respectively.

As discussed in Note 3 to these financial statements, the Organization is required to
report its fair value measurements in one of three levels, which are based on the
ability to observe in the marketplace the inputs to the Organization’s valuation
techniques. Level 1, the most observable level of inputs, is for investments
measured at quoted prices in active markets for identical investments as of
December 31, 2012. Level 2 is for investments measured using inputs such as
quoted market prices for similar assets. Level 3 is for investments measured using
inputs that are unobservable, and is used in situations for which there is little, if
any, market activity for the investment.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 7. INVESTMENTS (concluded)
The following table sets forth by level, within the fair value hierarchy, the valuation

techniques used to determine the fair value of the Foundation’s marketable
securities as follows:

Fair Value (Level 1) {(Level 2) (Level 3)

December 31, 2012
Value on a recurring basis
Marketable securities

Domestic equities $ 6,563,094 3 6,563,094 3 - 3 -
International equities 3,891,869 3,891,869 - -
Fixed income securities 2,207,774 - 2,207,774 -
Inflation hedging 1,883,898 1,883,898 - -
Total marketable securities $14,546,635 $12,338861 $2207774 § -
December 31, 2011
Value on a recurring basis
Marketable securities
Domestic equities $ 5,864,679 $ 5,864,679 $ : - 8 -
International equities 3,278,319 3,278,319 - -
Fixed income securities 2,632,737 - 2,632,737 -
Inflation hedging 2,038,106 1,806,025 - 232,081
Total marketable securities $13813.84] $10,949,023 $2,632,737 § 232,081
Note 8. LINE OF CREDIT

The Organization has available a $1,500,000 revolving line of credit agreement
with Citizens Bank. The line of credit expires on June 30, 2013, unless extended.
The line carries a variable rate of interest at the Wall Street Journal prime rate
(3.25% at December 31, 2012), adjusted at each change in the index. At
December 31, 2012, there was no balance due on the line of credit. '
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 9. LONG-TERM DEBT

|

Obligation. payable, original amount $5,540,000,
in monthly sinking fund installments, through
January 1, 2038, plus fixed interest at 3.915% per
annum paid to a counterparty to a swap agreement,
plus variable rate interest paid to bondholders,
minus variable rate interest received from the
counterparty to a swap agreement. The debt is
secured by the Organization’s investments and
gross receipts. In July 2009, the Organization
converted this obligation to a bank purchase mode.
Reference is made to Note 11. $ 5,075,000 $ 5,185,000

Capital lease payable in monthly installments of
$4,036 including interest at 7.35%, through
January 2012. The lease was for a phone system. - 2,993

Capital lease payable in monthly installments of
$1,573 including interest at 2.92%, through
October 2014. The lease is for a phone system. 32,169 49,828

Capital lease payable in monthly installments of
$777 through October 2012. The lease is for
equipment. ' - 7,771

Note payable to the New Hampshire Housing and
Finance Authority dated June 7, 2005. The face
amount of the note is $550,000, does not require
the payment of interest and is due in 30 years.
Accordingly, the note has been recorded at its
present value with interest imputed at 6.0%. The
note is secured by real estate located in Dover,
New Hampshire. 152,628 143,988
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 9. LONG-TERM DEBT (concluded)
Note payable to the New Hampshire Housing and
Finance Authority dated May 22, 2007. The face
amount of the note is $700,000, does not require
the payment of interest and is due in 30 years.
Accordingly, the note has been recorded at its
present value with interest imputed at 6.0%. The
note is secured by real estate located in

Manchester, New Hampshire. 172,885 163.099

Total 5,432,682 5,552,679
Less current maturities (133,093) (138,336)

Long-term debt §5299,589  $5.414,343

Future maturities of long-term debt are as follows:

Year ending
December 31, Amount

2013 $ 133,093
2014 129,162
2015 120,000
2016 130,000
2017 135,000

Thereafter 4,785.427

Total 5.432,682
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NOTES TO FINANCIAL STATEMENTS

Note 10. SERIES 2007 REVENUE BONDS

During 2007, the New Hampshire Health and Education Facilities Authorities (the
“Authority”) sold $5,540,000 of its Revenue Bonds, Child and Family Services
Issue, Series 2007, and loaned the proceeds of the bonds to the Organization to
refund its Series 1999 Series Bonds and to finance certain improvements to the
Organization’s facilities. The Series 2007 Bonds were issued with a variable
interest rate determined on a weekly basis. Prior to issuing the Bonds, the
Organization entered into an interest rate swap agreement (the “Swap
Agreement”) with Citizens Bank of NH (the “Counterparty”) for the life of the
bond issue to hedge the interest rate risk associated with the Series 2007 Bonds.
The interest rate swap agreement requires the Organization to pay the
Counterparty, a fixed rate of 3.915%, in exchange, the Counterparty will pay the
Organization a variable rate on the notional amount based on the 67% of one-
month LIBOR. Counterparty payments to the Organization were intended to offset
Organization payments of variable rate interest to bond holders. Counterparty
credit worthiness and market variability can impact the variable rates received and
paid by the Organization, with the potential of increasing Organization interest
payments, As a result, the cost of the interest rate swap for 2012 and 2011 is added
to interest expense in the statement of functional expense. The bonds mature in
2038 and can be repaid at any time.

The Organization is required to include the fair value of the swap in the statement
of financial position, and annual changes, if any, in the fair value of the swap in
the statement of activities. For example, during the bond’s 30-year holding period,
the annually calculated value of the swap will be reported as an asset if interest
rates increase above those in effect on the date of the swap was entered into (and
as an unrealized gain in the statement of activities), which will generally be
indicative that the net fixed rate the Organization is paying on the swap is below
market expectations of rates during the remaining term of the swap. The swap will
be reported as a liability (and as an unrealized loss in the statement of activities) if
interest rates decrease below those in effect on the date the swap was entered into
which will generally be indicative that the net fixed rate the Organization is paying
on the swap is above market expectations of rates during the remaining term of the
swap. The annual accounting adjustments of value changes in the swap transaction
are non-cash recognition requirements, the net effect of which will be zero at the
end of the bond’s 30-year term. The Organization recorded the swap liability
position of approximately $1,558,953 and $1,660,401 at December 31, 2012 and
2011, respectively. :
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SERIES 2007 REVENUE BONDS (concluded)

During 2009, there occurred a downgrading of the credit rating of the
Counterparty to the letter of credit reimbursement agreement, which triggered a
mandatory tender of the Series 2007 Bonds in whole and a temporary conversion
of one hundred percent of the principal amount to a bank purchase mode under the
terms of said letter of credit reimbursement agreement. Since it became evident
that the credit markets would not soon return to normalcy, the Organization
elected to convert the Series 2007 Bonds from a weekly rate mode to a bank
purchase mode. This new bank purchase mode created a rate period in which the
Series 2007 Bonds bear interest at the tax adjusted bank purchase rate of 68
percent of the sum of the adjusted period LIBOR (30 day) rate and 325 basis
points. The bank purchase mode commenced on July 31, 2009 and expires on
July 31, 2014; however, the expiration date may be extended by the Counterparty
and the Organization has the option to convert back to the weekly rate mode.

The Series 2007 Bond documents require the Organization to comply with certain
financial covenants. As of December 31, 2012, the Organization was in
compliance with these covenants.

TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are available for the following specific program
services:

2012 2011
Deferred loan interest $ 924,488 $ 942912
Camp Spaulding 498,104 547,880
Camp Pavillion 298,676 306,925
Union Street 238,219 245,025
Teen and youth 114,939 226,649
Teen center 101,673 111,507
Child abuse prevention 96,432 106,979
Camp 52,483 42,353
Family counseling 29,455 8,620
Child abuse treatment 6,242 50,000
Homecare 6,140 30,289

Total 32,366,851 2.619.13
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Note 12. PERMANENTLY RESTRICTED NET ASSETS

At December 31, 2012 and 2011, permanently restricted net assets of $2,913,323
and $2,687,718, respectively, are restricted to investments in perpetuity and for
which income earned is expendable to support operations subject to certain
restrictions. At December 31, 2012 and 2011, permanently restricted net assets
include $985,332 and $939,809, respectively, in investments held in perpetual
frusts.

Note 13. LEASES

The Organization leases office and counseling space located in various New
Hampshire communities.

Future minimum lease payments due under these leases are as follows:

Year
Ending Amount
2013 $ 96,378
2014 63,383
2015 63,383
2016 63,383
2017 14,383
Thereafter 3,437
Total ~ $304,347

For the years ended December 31, 2012 and 2011, rent expense in connection with
these leases was $123,117 and $100,461, respectively. The Organization also
leases office and counseling space in New Hampshire on a tenant-at-will basis.
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Note 14. ENDOWMENT FUND ASSETS

The Not-for-Profit Entities Topic of the ASC intends to improve the quality of
consistency of financial reporting of endowments held by not-for-profit
organizations. This Topic provides guidance on classifying the net assets
associated with donor-restricted endowment funds held by organizations that are
subject to an enacted version of the Uniform Prudent Management Institutionai
Funds Act (UPMIFA). New Hampshire has adopted UPMIFA. The Topic also
requires additional financial statement disclosures on endowments and related net
assets.

The Organization has adopted an investment and spending policy to ensure a total
return (income plus capital change) necessary to preserve and enhance the
principal of the fund and at the same time, provide a dependable source of support
for current operations and programs. The withdrawal from the fund in support of
current operations is expected to remain a constant percentage of the total fund,
adjusted for new gifts to the fund.

In recognition of the prudence required of fiduciaries, reasonable diversification is
sought where possible. Experience has shown financial markets and inflation rates
are cyclical and, therefore, control of volatility will be achieved through
diversification of asset classes and selection of investment managers of diverse
investment styles. Asset allocation parameters have been developed for various
funds within the structure, based on investment objectives, liquidity needs, and
time horizon for intended use.

The spending policy is 5% of the average total endowment value over the trailing
12 quarters with a 1% contingency margin. This includes interest and dividends
paid out to the Organization.

Measurement of investment performance against policy objectives will be
computed on a total return basis, net of management fees and transaction costs.
Total return is defined as dividend or interest income plus realized and unrealized
capital appreciation or depreciation at fair market value.
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Note 14. ENDOWMENT FUND ASSETS (continued)

Temporarily Permanently

December 31,2012  Unrestricted " Restricted Restricted Total
Investments,

beginning of year  $ 12,984,428 $ - $1,110,811 $ 14,095,239
Investment return '

Investment income 310,652 - - 310,652

Realized gain 102,398 - - 102,398
Unrealized gain 1,463,682 - - 1,463,682
Total investment

return 1,876,732 - - 1,876,732
Contribution - - 159,275 159,275
Appropriation of

endowment assets:

Spending rate (856,719) - - (856,719)

Additional from
Board designated

funds (294.956) - - _(294.956)
(1,151,675) = - (1,151,675)

Release of restriction - - (24,400) (24,400}

Investments, end of

year $13,709,485 b - $ 1,245,686 $14 955,171

Investment Net Asset Composition by Fund Type:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Undesignated $ 1,504,565  § I - § 1,663,784
12,114,920

Board designated 12,114,920 - -
Donor designated - - 1,245,686 1,176,467

Total $ 13,709,485 3 - $ 1,245,686 $14955.171
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Note 14, ENDOWMENT FUND ASSETS (concluded)

Temporarily =~ Permanently

December 31,2011  Unrestricted Restricted Restricted Total
Investments,

beginning of year  $ 13,965,237 $ - $ 895,665 $ 14,860,902
Investment return

Investment income 352,867 - - 392,867

Realized gain 356,631 - - 356,631

Unrealized gain (976,443) - - (976.443)
Total investment ‘

return (226,945) - - - (226,945)
Contribution - - 211,401 211,401
Appropriation of

endowment assets:

Spending rate (663,354) - - (663,354)
Additional from

Board designated ’

funds (86,765) - - (86,765)

(750.119) - - (750.119)

Transfer of funds (3.745) - 3,745 -

Investments, end of

year , $12.984.428 3 - $1.110.811 4,095.2

Investment Net Asset Composition by Fund Type:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Undesignated $ 1,592,994 $ - $ - % 1,662,213
Board designated 11,391,434 - - 11,391,434
Donor designated - - 1,110,811 1,041,592

Total $ 12,984,428 $ - $1,110,811 $14,095,239
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 15. PENSION PLAN

The Organization sponsored a defined contribution plan that covered all employees
at day of hire and was at least twenty-one years of age. A pre-tax voluntary
contribution is permitted by employees up to limits imposed by the Internal
Revenue Code and other limitations specified in the Plan. There were no

contributions made to the plan by the Organization for the years ended December
31,2012 and 2011.

Note 16. RECLASSIFICATION

Certain 2011 amounts have been reclassified to conform to 2012 classification.
These reclassifications had no effect on the increase in net assets for 2011.

Note 17. RISKS AND UNCERTAINTIES

The Organization invests in various investment securities. Investment securities
are exposed to various risks such as interest rate, market and credit risks. Due to
the level of risk associated with certain investment securities, it is at least
reasonably possible that changes in the values of investment securities will occur
in the near term and that such change could materially affect the amounts reported
in the statements of financial position.

Financial instruments that potentially subject the Organization to concentrations of
credit risk consist of checking and money market accounts in one financial
institution. The Federal Deposit Insurance Corporation insures the balances up to
$250,000 at each bank. As of December 31, 2012, the Organization’s accounts
exceeded federally insured limits by $72,636.

The majority of the Organization’s grants are received from agencies of the state
of New Hampshire. As such, the Organization’s ability to generate resources via
grants is dependent upon the economic health of that area and of the state of New
Hampshire. An economic downturn could cause a decrease in grants that coincides
with an increase in demand for the Organization’s services.

Note 18. SUBSEQUENT EVENTS

Child and Family Services of New Hampshire has evaluated subsequent events
through March 20, 2013, the date which the financial statements were available to
be issued, and have not evaluated subsequent events after that date. No subsequent
events were identified that would require disclosure in the financial statements for
the year ended December 31, 2012. '
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HESSION & PARE, «

CERTIFIED PUBLIC ACCOUNTANTS

62 Suark Street, Mancheswer, New Hampshire 03101
GO3-069-3477 FAN 603-0069-0107

INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees
Child and Family Services of New Hampshire
Manchester, New Hampshire

We have audited the accompanying corsolidated statements of financial position of Child
and Family Services of New Hampshire as of December 31, 2009 and 2008, and the related
consolidated statements af activities, cash flows, and functional expenses for the years then
ended. These financial statements are the responsibility of the Organization's management.
Our responsibility is to express an opinion on these financial statements based on our

audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of matenal
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide
a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Child and Family Services of New Hampshire as
of December 31, 2009 and 2008, and the changes in its net assets, cash flows, and
functional expenses for the years then ended in conformity with accounting principles
generally accepted in the United States.

\
HEQ%!OJ kf‘ EDAW;ZI—?-C.

March 16, 2010
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENTS OF FINANCIAL POSITION

As of December 31, 2009 and 2008

ASSETS
2009 2008
Assets
Cash and cash equivalents 3 301,716 3 711,303
Cash restricted for payment of long-term debt 25,000 1,056,089
Accounts receivable, less aliowance for doubtfui
accounts of $9,955 in 2009 and $10,555 in 2008 1,048,075 949,575
Prepaid expenses 67,568 29,725
Deferred expenses 61,076 222,733
Endowment fund receivable 647,594 609,234
Beneficial interest in trusts 506,458 847,106
Property, plant and equipment, net _ 8,221,019 8,258,477
Investments 13,151,034 11,448,409
Total assets $ 24,489,580 $ 24,132,651
LIABILITIES AND NET ASSETS

Liabilities
Line of credit $ - $ 293,910
Deferred contract revenue . 104,039 74,011
Accounts payable 143,016 244,052
Accrued vacation 289,997 253,933
Accrued wages and related expenses 221,522 452,024
Annuities payable 4,862 5,987
Mark to market interest rate swap liability ' 705,547 1,579,175
Long-tenn debt 5,751,130 6,870,705
Total liabilities 7,220,113 9,773,797

Net assets
Unrestricted 371,391 459,401
Designated by Board © 11,603,618 9,229,227
Temporarily restricted 2,788,305 2,489,297
Permanently restricted 2,506,153 2,180,929
Total net assets 17,269,467 14,358,854
Total liabilities and net assets $ 24,489,580 $ 24,132,651

See noles to financia! statements.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENT OF ACTIVITIES

Year Ended December 31, 2009

Public support and revenue
Public support
Government and other grants and fees
Contributions
Foundations and trusts
United Way

Special events (net of direct costs of $143,300)

Net assets released from restriction for
operating activities
Total public support

Revenue
Program service fces
Endowment transfer to support operations
Rents
Gain on involuntary conversion
Income from HEFA trust
Total other revenue

Total public support and revenue

Expenses
Program services
Family counseling
Teen and youth
Child abuse treatment

Child abuse prevention and family strengthening

Early intervention
Homecare
Residenlial services
Adoptions and pregnuncy counseling
Child advocacy
Summer camp
Total program services

Supporting services
Public relations and financial development
Management and general
Total supporting services

Total expenses

Increase in net assets before
non-operating gains and losses

See notes to financial statements.

Temporarily Permanently

Unresiricted  Restricted  Restricted Total
$ 10,057,016 § 13,490 § - $ 10,070,506
332,685 375,653 167,471 875,809
527,638 - - 527,638
376,757 - - 376,757
151,829 - - 151,829
90,135 (90,135) - -
11,536,060 299,008 167,471 12,002,539
1,742,394 - - 1,742,394
758,505 - - 758,505
73,679 - - 73,679
27,066 - - 27,066
25,314 - - 25,314
2,626,958 - - 2,626,958
14,163,018 299,008 167,471 14,629,497
1,025,796 - - 1,025,796
2,328,220 - - 2,328,220
3,620,406 - - 3,620,406
2,177,248 - - 2,177,248
555,772 - - 555,772
1,525,480 - - 1,525,480
692,533 - - 692,533
423,753 - - 423,753
212,410 - - 212,410
263,408 - - 263,408
12,825,026 - - 12,825,026
455,310 - - 455,310
677,253 - - 677,253
1,132,563 - - 1,132,563
13,957,589 - - 13,957,589

3 205429 § 299,008 §

167,471 § 671,908
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENT OF ACTIVITIES (concluded)

Year Ended December 31, 2009

Temporarily Permanently
Unrestricted  Restricted Restricted Total

Increase in net assets before

non-operating gains and losses $ 205429 § 299,008 § 167,471 § 671,908
Non-operating gains and losses

Investment gain reduced by the portion of cumulative

net appreciation designated for current operations 1,375,125 - - 1,375,125

Unrealized gain on mark to market interest rate swap 873,629 - - 873,629

Lass on bond conversion (167,802) (167,802)

Change in endowment fund receivable - - 38,361 38,361

Change in beneficial interest in trusts - - 119,392 119,392
[ncrease in net assets 2,286,381 299,008 325,224 2,910,613
Net assets, beginning of year 9,688,628 2,489,297 2,180,929 14,358,854
Net asscts, end of year $11,975,009 § 2,788,305 § 2,506,153 $ 17,269,467

Sec notes to financial statements.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENT OF ACTIVITIES

Year Ended December 31, 2008

Temporarily Permanently

Unrestricted  Restricted  Restricted Total
Public support and revenue
Public support
Govermment and other grants and fees $ 10,177,728 3 - % - $ 10,177,728
United Way 362,655 - - 362,655
" Contributions 452,757 372,524 - 825,281
Foundations and trusts 4,856 462,818 - 467,674
Special events (net of direct costs of $136,893) 154,922 - - 154,922
Net assets released from restriction for
operating activities 377,843 (377,843) - -
Total public support 11,530,761 457,499 - 11,988,260
Revenue
Program service fees 1,380,267 - - 1,380,267
Rents 114,412 114412
Endowment transfer to suppart operations 924,274 - - 924,274
Income from HEFA trust 48,015 48,015
Gain on sale of assets 21,500 - - 21,500
Gain on involuntary conversion 131,249 - - 131,249
Total other revenue 2,619,717 - - 2,619,717
Total publie support and revenue 14,150,478 457,499 - 14,607,977
Expenses
Program services
Family counseling 951,039 - - 951,039
Teen and youth 2,092,286 - - 2,092,286
Child abuse treatment 3,678,963 - - 3,678,963
Child abusc prevention and family strengthening 2,010,865 - - 2,010,865
Early intervention 489,188 - - 489,188
Homecare 1,263,368 - - 1,263,368
Residential services 688,487 - - 688,487
Adoptions and pregnancy counseling 492,823 - - 492,823
Child advocacy 177,351 - - 177,351
Summer camp 332,827 - - 332,827
Total program services 12,177,197 - - 12,177,197
Supporting services
Public relations and financial development 465,483 - - 465,483
Management and general 1,451,609 - - 1,451,609
Tatal supporting services 1,917,092 - - 1,917,092
Total expenses 14,094,289 - - 14,094,289
Increase in net assets before non-
operating gains and losses 5 56,189 § 457499 % - $ 513,688

See notes to financial staternents.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

STATEMENT OF ACTIVITIES (concluded)

Year Ended December 31, 2008

Temporarily Permanently

Unrestricted  Restricted Restricted Total

Increase in nct assets before non-

operating gains and losses 5 56,189 § 457,499 3§ - § 513,688
Non-operating gains and losses

Investment loss increased by the portion of cumulative

net appreciation designated for current operations (6,394,115) - - (6,394,115)

Unrealized loss on mark to market interest rate swap (1,124,878) - - (1,124,878)

Change in endowment fund receivable - - (230,917) (230,917)

Change in beneficial interest in trusts - - (271,280) (271,280)
(Decrease) increase in net assets (7,462,804) 457,499 (502,197) (7,507,502)
Net asscts, beginning of year 17,151,432 2,031,798 2,683,126 21,866,356
Net assets, end of year $ 9,688,628 §$ 2,489,297 § 2,180,929 $ 14,358,854

Sce notes to linancial statements.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE
STATEMENTS OF CASH FLOWS
Year Ended December 31, 2009 and 2008

2009 2008

Cash flows from operating activities

Change in net assets
Adjustments to reconcile change to net cash
provided (used) by operating activities

$ 2,910,613

$ (7,507,502)

Depreciation 400,884 429,611
Realized loss on sale of investments 700,484 381,682
Unrealized (gain) loss on investments (2,482,946) 5,282,370
(Gain) on sale of fixed assets - (6,500)
Unrealized (gain) loss on mark to market interest rate swap (873,629) 1,124,878
Discount to present value of NHHFA note payable - (94,729)
Amortization of NHHFA notes payable 15,470 14,594
{Increase) decrease in accounts receivable (98,500) 213,891
(Increase) in prepaid expenses (37,843) (2,335)
Decrease in deferred expenses 161,657 29,180
Decrease in cash restricted for payment of long-term debt 1,031,089 83,361
(Increase) decrease in endowment fund receivable (38,360) 230,917
(Increase) decrease in beneficial interests in trusts (119,392) 271,280
Increase in deferred contract revenue 30,028 74,011
Increase (decrease) in accounts payable (101,036) 48,869
Increase (decrease) in accrued vacation and expenses (194,438) 246,347
Net cash provided by operating activities 1,304,081 819,925
Cnsh flows from investing activities
Net cash received from (paid to) investments - 79,838 577,890
Net cash received from sale of fixed assets - 6,500
Cash paid for land, buildings and equipment (363,426) (1,059,922)
Net cash (used) by investing activities (283,588) (475,532)
Cash flows from financing activities
Cash proceeds from issuance of long-tenm debt - 116,168
Net cash received (payments) on line of credit (293,910) 68,093
Cash payments on long-term debt (1,135,045) (210,948)
Cash paid on annuity (1,125) (1,125)
Net cash (used) by financing activities (1,430,080) (27,812)
(Decrease) increase in cash and cash equivalenis (409,587) 316,581
Cash and cash equivalents, beginning of year 711,303 394,722
Cash and cash equivalents, end of year $ 301,716 § 711,303
Supplemental disclosure of cash flow information
Interest paid in cash $ 356,419 $ 284,457
Amortization of 2007 NHHFA nole payable g 8,216 $ 7,751
Amortization of 2005 NHHFA note payable g 7,254 $ 6,843

See notes to financial statements,
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of activities

Child and Family Services of New Hampshire (the Organization) operates as
voluntary, non-sectarian, non-profit organization iocated throughout ihie State
New Hampshire providing direct social services for families and children.

a
~r
1

Principles of consolidation

The financial statements include the accounts of the Organization and Child &
Family Realty Corporation, a commonly controlled organization. All inter-
organization transactions have been eliminated.

Non-profit organization

The Organization applied for and has been granted recognition of exemption from
federal income tax under Section 501(c)(3) of the Internal Revenue Code of 1986.
Section 501(c)(3) of the Code provides for the exemption of organizations that are
organized and operated exclusively for religious, charitable, scientific, literary or
educational purposes, no part of the net earnings of which inures to the benefit of
any private shareholders or individuals.

Investments

The Organization carries investments in marketable securities with readily
determinable fair values and all investments in debt securities at their fair values in
the statement of financial position. Investments without readily determinable fair
values are stated at cost. Unrealized gains and losses are included in the change in
net assets in the accompanying statements of activities. Periodically, management
reviews investments for which the market value has fallen significantly below cost
and recognizes impairment losses where they believe these declines are other-than-
temporary.

Allowance for doubtful accounts

The Organization provides an allowance for doubtful accounts equal to the
estimated uncollectible amounts, The Organization’s estimate is based on historical
collection experience and a review of the current status of accounts receivable. It is
reasonably possible that the Organization’s estimate of the allowance for doubtful
accounts will change. Accounts receivable are presented net of an allowance for
doubtful accounts of $9,955 and $10,555 at December 31, 2009 and 2008,
respectively.
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CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Use of estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Cash and cash equivalents

For financial statement purposes, the Organization considers all highly liquid
investments with a maturity of three months or less when purchased to be cash
equivalents. Cash and cash equivalents do not include restricted cash.

Property, plant and equipment

Property, plant and equipment are recorded at cost or, in the case of donated assets,
at fair market value on the date received. Any such donations are reported as

- unrestricted support 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 property and equipment are
reported as restricted support. Absent donor stipulations regarding how long those
donated assets must be maintained, the Organization reports expirations of donor
restrictions over the useful life of the asset. The Organization reclassifies
temporarily restricted net assets to unrestricted net assets at that time. Major
additions and improvements are capitalized, while ordinary maintenance and
repairs are charged to expense as incurred. The cost and accumulated depreciation
of assets sold or retired are removed from the accounts, and any gains or losses are
reflected in the statement of activities.

Depreciation is computed using the straight-line method over the following
estimated useful lives:

Buildings and improvements 15-50 years
Furniture and equipment 5-10 years
Leasehold improvements 10 years
Vehicles 5 years

Vacation pay

The Organization determines its liability for unpaid vacation pay due employees.
The vacation pay provision is included in current liabilities.
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Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Annuities

Certain gifts require that the Organization pay the donor a predetermined amount
during the donor’s lifetime. Such gifts are recorded as revenue when received and
the present value of the future amount payable is credited to a liability account.
Periodically, an adjustment is made to annuities payable to record the actuarial
income or expense due to the computation of the liability based upon the revised
life expectancies.

Contributions

All contributions are considered to be available for unrestricted use unless
specifically restricted by the donor.

Donated materials and services

Donated materials and equipment are reflected in the accompanying statements at
their estimated fair values at date of receipt. A substantial number of volunteers
have donated significant amounts of time to Child and Family Services of New
Hampshire program services; however, the value of this contributed time is not
reflected in the accompanying financial statements since the volunteers’ time does
not meet the criteria for recognition.

Functional allocation of expenses

The costs of providing various programs and other activities have been summarized
on a functional basis in the statements of functional expenses. Accordingly, certain
costs have been allocated among the programs and supporting services benefited.

Basis of presentation

The accompanying financial statements have been prepared on the accrual basis and
as required by the Not-for-Profit Entities Topic of the FASB Accounting Standards
Codification (ASC). This Topic establishes standards for general-purpose external
financial statements of not-for-profit organizations, including a statement of
financial position, a statement of activities and a statement of cash flows. This
Topic further requires classification of net assets and its revenues, expenses, gains
and losses into three categories, based on the existence or absence of externally
imposed restrictions. The categories, unrestricted, temporarily restricted and
permanently restricted net assets are defined as follows:
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Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)

Basis of presentation (concluded)

Unrestricted — Net assets that are not subject to donor-imposed stipulations.
Unrestricted net assets may be designated for specific purposes by action of the

Board of Directors.

Temporarily Restricted — Net assets whose use is limited by law or donor-
imposed stipulations that will either expire with the passage of time or be

fulfilled or removed by actions of the Organization.

Permanently Restricted — Reflects the historical cost of gifts (and in certain
circumstances, the eamings from those gifts), subject to donor-imposed
stipulations, which require the corpus to be invested in perpetuity to produce

income for general or specific purposes.

Certain amounts in the financial statements for fiscal year ended December 31,

2008, have been reclassified to conform to the 2009 presentation.

Bond issuance costs

The Series 2007 bond issuance costs of $204,911 were incurred to obtain financing
for fixed asset additions, renovations, and pay-off of long-term debt, and were
being amortized by the straight-line method over the life of the bonds. These costs
were charged off in 2009 as the Series 2007 bonds were refinanced. Loan costs of
$39,250 associated with the refinancing are being amortized over the initial five

year bank purchase mode.

Cash restricted for payment of long-term debt

Per the terms of the Series 2007 Bond, which included a refinancing of Series 1999
debt, the Organization deposited $1,056,089 at December 31, 2008 to an escrow
fund in order to pay off the Series 1999 Bonds. This payment took place during
January 2009. The Organization makes monthly payments of principal to an
escrow fund, which are applied against principal by the Bond Trustee quarterly. At

December 31, 2009, the balance of this escrow fund was $25,000.
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Note 2. ACCOUNTS RECEIVABLE

Accounts receivable consisted of the following:

009 008
Grants receivable $ 900,933 $ 777,706
Fees for services 157,097 182,424
1,058,030 960,130
Less allowance for
uncollectible accounts (9,955) (10,555)
Total $ 1,048,075 5 949,575
Note 3. INVESTMENTS
Investments consist of the following:
2009
Unrealized
Cost Marlcet Loss
Corporate stocks $ 3125700 §$ 3,598,605 $ 472,905
Mutual Funds 9,173,392 8,597,978 (575,414)
Investments carried at fair value 12,299,092 12,196,583 (102,509)
Limited partnership interest carried
at cost 1,229,190 954,451 (274,739)
Total $ 13,528,282 § 13,151,034 $ (377,248)
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Note 3. INVESTMENTS (continued)

2008
Unrealized
Cost Market Gain

Corporate stocks $ 3,831,569 § 3,018,784 § (B12,785)

Mutual Funds 9,141,926 7,094,514 (2,047,412)

Investments carried at fair value 12,973,495 10,113,298 (2,860,197)
Limited partnership interest carried

at cost 1,335,111 1,335,111 -

Total $ 14,308,606 3 11,448,409 § (2,860,197)

The following tabulation summarizes the relationship between carrying values

and market values of investment assets: -
Market Amount of

Cost Value Market under Cost

Balance, end of year  $]3.528,282 513,151,034 $ (377,248)

Balance, beginning

of year $14,308.606 $11.448.409 (2.860,197)
Total decrease in unrealized depreciation $ 2.482949

Under the terms of a line of credit agreement with a bank, the Organization has
agreed to maintain a compensating balance of investments with a fair value of
$1,500,000. Accordingly, at December 31, 2009, $1,500,000 of the above
investments was restricted for that purpose.

Management continually reviews its investment portfolio and evaluates whether
declines in the value of securities should be considered other-than-temporary.
Factored into this evaluation are the general market conditions, the issuer’s
financial condition and near-term prospects, conditions in the issuer’s industry,
recommendation of advisors and length of time and extent to which the market
value has been less than cost.

During 2009, the Organization requested a full redemption of its investment in the
limited partnership. The limited partnership acknowledged receipt of the request,
but noted that redemptions from the fund are currently suspended. The
Organization will be informed on the status of the redemption request on a
auarterly basis.
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Note 3. INVESTMENTS (concluded)

Investment return is summarized as follows:

2009 2008
Interest and dividend income $ 511,194 $ 194211
Net realized (loss) (700,484) (381,682)
Other-than-temporary loss (274,739) -
Net unrealized gain (loss) 2,757,688 (5,282,370)
Total investment gain (loss) $ 2,293,659 $(5,469,841)

Expenses relating to investment revenues, including management fees amounted to
$84,333 and $97,885 for the years ended December 31, 2009 and 2008,
respectively, and have been netted against investment revenues in the
accompanying statements of activities. '

The Organization’s policy is to avail itself of a Board approved percentage of
investment income for operations with any remaining interest, dividends, or
appreciation reinvested. The spending policy approved by the Board of Trustees for
2009 was 5% of the average fair market value of all investments over the previous
twelve quarters. The amounts were as follows:

2009 2008

Total return (loss) on investment $ 2,293,659 $(5,469,841)

Used for operations (758,505) (924,274)

Net amount $ 1,535,154 $(6,394,115)
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Note 4. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consists of the following:

2009 2008
Land $ 1,144,949 $ 1,144,949
Buildings and improvements 8,428,775 7,962,336
Furniture and equipment 1,795,213 1,780,864
Construction in progress - 123,462
Vehicles 163,794 163,794
Leasehold improvements 66,783 66,783
Software 136,514 130,414

11,736,028 11,372,602

Less accumulated depreciation (3,515,009) (3,114,125)

Property, plant and equipment, net $ 8,221,019 $ 8,258,477

Note 5. PENSION PLAN

The Organization sponsors a defined contribution plan that covers all employees
who have completed one year of service and are at least twenty years of age.
Contributions to the plan are based on a fixed percentage of the parlicipants'
compensation. Pension expense in connection with this plan was $363,968 and
$3406,636 for the years ended December 31, 2009 and 2008, respectively.

Note 6. LINE OF CREDIT

The Organization has available a $1,500,000 revolving line of credit agreement
with Citizens Bank. The line of credit expires on July 2010, unless extended. The
line carries a variable rate of interest at the Wall Street Journal prime rate (3.25% at
December 31, 2009), adjusted at each change in the index. The amount due under
the line of credit was $293,910 for the year ended December 31, 2008. The line of
credit was unused at December 31, 2009.
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Note 7. LONG-TERM DEBT

Obligation payable, original amount $5,540,000, in
monthly sinking fund installments, through January
1, 2038, plus fixed interest at 3.915% per annum
paid to a counterparty to a swap agreement, plus
variable rate interest paid to bondholders, minus
variable rate interest received from the
counterparty to a swap agreement. The debt is
secured by the Organization's investments and
gross receipts. In July 2009, the Organization
converted this obligation to a bank purchase mode.
Reference is made 1o Note 11. $ 5,385,000 $ 5,450,000

Obligation payable, original amount $1,505,000, in
monthly sinking fund installments plus interest at
6.125% per annum, through January 1, 2019. The
obligations were redeemed subsequent to January
1, 2009, equal to the balance outstanding plus a
redemption premium. The obligation was secured
by substantially all of the Organization's property. - 1,030,000

Capital lease payable in monthly installments of
$4,036 including interest at 7.35%, through
January 2012. The lease is for a phone system. 92,823 132,869



-19-
CHILD AND FAMILY SERVICES OF NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

Note 7. LONG-TERM DEBT (concluded)
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Note payable to the New Hampshire Housing and
Finance Authority dated June 7, 2005. The face
amount of the note is $550,000, does not require
the payment of interest and is due in 30 years.
Accordingly, the note has been recorded at its
present value with interest imputed at 6.0%. The
note is secured by real estate located in Dover,
New Hampshire. 128,149 120,895

Note payable to the New Hampshire Housing and
Finance Authority dated May 22, 2007. The face
amount of the note is $700,000, does not require
the payment of interest and is due in 30 years.
Accordingly, the note has been recorded at its
present value with interest imputed at 6.0%. The
note is secured by real estate located in
Manchester, New Hampshire. 145,158 136,941

Total 5,751,130 6,870,705

Less current maturities (143,007) (1,159,801)

Long-term debt 5 5,608,123 $ 5,710,904

Future maturities of long-term debt are as follows:

Year Ending
December 31 Amount
2010 $ 143,007
2011 151,277
2012 113,539
2013 115,000
2014 120,000
Thereafier 5,108,307

Total $5,751,130
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LEASES
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The Organization leases office and counseling space located i
Hampshire communities.

Future minimum lease payments due under these leases are as foliows:

Year
Ending Amount
2110 $108,341
2111 50,922
2112 6,377
2113 4,593
2114 4,593
Thereafter 17,226
Total $192,052

Rent expense in connection with these leases was $102,520 and $101,472 for the
years ended December 31, 2009 and 2008, respectively. The Organization also
leases office and counseling space on a tenant-at-will basis in New Hampshire.

NH CHARITABLE FUND INVESTMENT

The Organization is the sole beneficiary of two funds that are established at the
New Hampshire Charitable Foundation (NHCF). One of the funds was established
in 2005. Income from the funds is to provide assistance to children attending Camp
Spaulding and for capital improvements to the camp. The fund resolution provides
that distributions from the funds can be made at the discretion of the NHCF board
of directors; however, the Organization has received distributions from the funds of
an amount equal to approximately 5% of the average market value of the fund over
the last five years. Excess earnings, if any, are reinvested.

The fair market value of the funds, which approximates the present value of future
benefits expected to be received, was $647,594 and $609,234 at December 31, 2009
and 2008, respectively, and is recorded as endowment income receivable. The
organization received $54,226 and $28,340 from the funds in 2009 and 2008,

respectively.
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Note 10. BENEFICIAL INTEREST IN TRUSTS
The beneficial interest in perpetual and charitable remainder trusts represents the
fair value of split-interests in trusts. The assets are held in trust by banks as
permanent trustees of the trusts. The fair value of the beneficial interests are
determined by applying the Organization’s percentage interest to the fair value of

the trust assets as reported by the trustee.

Percentage

Trust Interest 2009 2008
Greenleaf 100% $ 379,727 $ 331,958
Spaulding 100% 321,845 281,967
Cogswell 50% 264,926 233,181

§ 966,498 5 847,106

Income distributed by these trusts was $45,170 and $28,659 in 2009 and 2008,
respectively.

Note 11. SERIES 2007 REVENUE BONDS

During 2007, the New Hampshire Health and Education Facilities Authorities (the
“Authority™) sold $5,540,000 of its Revenue Bonds, Child and Family Services
Issue, Series 2007, and loaned the proceeds of the bonds to the Organization to
refund its Series 1999 Series Bonds and to finance certain improvements to the
Organization’s facilities. The Series 2007 Bonds were issued with a variable
interest rate determined on a weekly basis. Prior to issuing the Bonds, the
Organization entered into an interest rate swap agreement (the “Swap Agreement”)
with Citizens Bank of NH (the “Counterparty”) for the life of the bond issue to
hedge the interest rate risk associated with the Series 2007 Bonds. The interest rate
swap agreement requires the Organization to pay the Counterparty, a fixed rate of
3.915% in exchange the Counterparty will pay the Organization a variable rate on
the notional amount based on the 67% of one-month LIBOR. Counterparty
payments to the Organization were intended to offset Organization payments of
variable rate interest to bond holders. Counterparty credit worthiness and market
variability can impact the variable rates received and paid by the Organization, with
the potential of increasing Organization interest payments. As a result, the cost of
the interest rate swap for 2009 and 2008 is added to interest expense in the
statement of functional expense. The bonds mature in 2038 and can be repaid at any
fime.
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Note 11. SERIES 2007 REVENUE BONDS (concluded)

The Organization is required to include the fair value of the swap in the statement
of financial position, and annual changes, if any, in the fair value of the swap in the
statement of activities. For example, during the bond’s 30-year hoiding period, the
annually calculated value of the swap will be reported as an asset if interest rates
increase above those in effect on the date of the swap was entered into (and as an
unrealized gain in the statement of activities), which will generally be indicative
thai the net fixed ratc the Organization is paying on the swap is below market
expectations of rates during the remaining term of the swap. The swap will be
reported as a liability (and as an unrealized loss in the statement of activities) if
interest rates decrease below those in effect on the date the swap was entered into
which will generally be indicative that the net fixed rate the Organization is paying
on the swap is above market expectations of rates during the remaining term of the
swap. The annual accounting adjustments of value changes in the swap transaction
are non-cash recognition requirements, the net effect of which will be zero at the
end of the bond’s 30-year term. The Organization recorded the swap liability
position of approximately $705,547 and $1,579,175 at December 31, 2009 and
2008, respectively

During 2009, there occurred a downgrading of the credit rating of the Counterparty
to the letter of credit reimbursement agreement, which triggered a mandatory tender
of the Series 2007 Bonds in whole and a temporary conversion of one hundred
percent of the principal amount to a bank purchase mode under the terms of said
letter of credit reimbursement agreement. Since it became evident that the credit
markets would not soon return to normalcy, the Organization elected to convert the
Series 2007 Bonds from a weekly rate mode to a bank purchase mode. This new
bank purchase mode created a rate period in which the Series 2007 Bonds bear
interest at the tax adjusted bank purchase rate of 68 percent of the sum of the
adjusted period LIBOR (30 day) rate and 325 basis points. The bank purchase
mode commenced on July 31, 2009 and expires on July 31, 2014; however, the
expiration date may be extended by the Counterparty and the Organization and the
Organization has the option to convert back to the weekly rate mode.

The Organization recognized a loss of $167,802 on the conversion, which primarily
relates to the write-ofl of unamortized bond issuance costs.

The Series 2007 Bond documents require the Organization to comply with certain
financial covenants. As of December 31, 2009, the Organization was in
compliance with these covenants.
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Note 12. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are available for the following specific program

services:
2009 2008

Deferred loan interest $ 976,693 $ 992,164
Camp Spaulding 647,672 697,448
Camp Pavillion 321,708 -
Union Street 258,638 265,444
Homecare 133,658 95,055
Teen center 131,175 137,676
Child abuse prevention 80,299 46,200
Family counseling 65,087 23,544
Teen and youth 50,975 65,945
Group home 36,500 -
Child abuse treatment 32,567 41,703
Camp 27,013 6,100
Early intervention 26,320 -
Advocacy - 11,162
Capital expenditures - 102,530
Miscellaneous - 4,326

Total $2,788,305 $2,489,297

Note 13. PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets of $2,506,153 and $2,180,929 at December 31,
2009 and 2008, respectively, are restricted to investments in perpetuity and for
which income earned is expendable to support operations subject to certain
restrictions. Permanently restricted net assets include $966,498 and $847,106 in
investments held in perpetual trusts at December 31, 2009 and 2008, respectively.
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Note 14. FAIR VALUE MEASUREMENTS

The Organization accounts for fair value measurements as required by the Fair
Value Measurements and Disclosures Topic of the ASC, which provides a
framework for measuring fair value under generally accepted accounting principles
and applies to all financial instruments that are being measured and reported on a
fair value basis.

As defined in this Topic, fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly iransaciion between market
participants at the measurement date. Financial assets and liabilities carried at fair
value will be classified and disclosed in one of the following three categories:

Level 1 — Valuations for assets and liabilities traded in active exchange market.
Level 1 also includes U.S. Treasury and federal agency securities, which are traded
by dealers or brokers in active markets. Valuations are obtained by readily
available pricing sources for market transactions involving identical assets and
liabilities.

Level 2 ~ Valuations for assets and liabilities traded in less active dealer or broker
markets. Valuations are obtained from third party pricing services for identical or
similar assets or liabilities.

Level 3 — Valuations for assets and liabilities that are derived from other valuation
methodologies, including option pricing models, discounted cash flow models and
similar techniques, and not based on market exchange, dealer or broker traded
transactions. Level 3 valuations incorporate certain assumptions and projections
in determining the fair value assigned to such assets or liabilities.

Assets measured at fair value are as follows:

Fair
Value (Level 1) "~ (Level 3)

December 31, 2009
Valued on a recurring basis:
Investments

Equities and mutual funds $ 12,196,583 $ 12,196,583 h) -

Limited partnership 954,451 - 954,451
Endowment fund receivable 647,594 - 647,594
Beneficial interest in trusts 966,498 - 966,498

Total $ 14,765,126 $ 12,196,583 $ 2,568,543
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Note 14. FAIR VALUE MEASUREMENTS (concluded)

Fair
Value {Level 1) (Level 3)
December 31, 2008
Valued on a recurring basis:
Investments
Equities and mutual funds ~ $10,113,298 ° $10,113,298 $ -
Limited partnership 1,335,111 - 1,335,111
Endowment fund receivable 609,234 - 609,234
Beneficial interest in trusts 847,106 - 847,106
Total $12,904,749 $10,113,298 $ 2,791,451

Fair values for investments are determined by reference to quoted market prices and
other relevant information generated by market transactions.

Changes in fair value of assets measured at fair value on a recurring basis using
significant unobservable inputs (Level 3) are comprised of the following for the
year ended December 31, 2009:

Endowment Beneficial
Endowment fund receivable: fund receivable interest in trusts
Balance at December 31, 2008 $ 609,234 $ 847,106
Change in value of beneficial -
fund receivable 38,360 -
Change in value of endowment
interest in trusts - 119,392

Balance at December 31, 2009 $ 647,594 $ 966,498
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Note 15. ENDOWMENT FUND ASSETS

The Not-for-Profit Entities Topic of the ASC intends to improve the quality of
consistency of financial reporting of endowments held by not-for-profit
organizations. This Topic provides guidance on classifying the net assets associated
with donor-restricted endowment funds held by organizations that are subject to an
enacted version of the Uniform Prudent Management Institutional Funds Act
(UPMIFA). New Hampshire has adopted UPMIFA. The Topic also requires
additional financial statement disclosures on endowments and related net assets.

The Organization has adopted an investment and spending policy to ensure a total
return (income plus capital change) necessary to preserve and enhance the principal
of the fund and at the same time, provide a dependable source of support for current
operations and programs. The withdrawal from the fund in support of current
operations 1s expected to remain a constant percentage of the total fund, adjusted
for new gifis to the fund.

In recognition of the prudence required of fiduciaries, reasonable diversification is
sought where possible. Experience has shown financial markets and inflation rates
are cyclical and therefore, control of volatility will be achieved through
diversification of asset classes and selection of investment managers of diverse
investment styles. Asset allocation parameters have been developed for various
funds within the structure, based on investment objectives, liquidity needs, and time
horizon for intended use.

The spending policy is 5% of the average total endowment value over the trailing
12 quarters with a 1% contingency margin. This includes interest and dividends
paid out to the Organization.

Measurement of investment performance against policy objectives will be
computed on a total return basis, net of management fees and transaction costs.
Total return is defined as dividend or interest income plus realized and unrealized
capital appreciation or depreciation at fair market value.
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Note 15. ENDOWMENT FUND ASSETS (concluded)

Temporarily Permanently

Unrestricted  Restricted  Restricted Total

Investments,

beginning of year $10,723,820 $ - $ 724,589 $ 11,448,409
Investment return (loss):

Investment income 511,194 - - 511,194
Realized loss (700,484) - - (700,484)
Other-than-temporary loss (274,739) (274,739)
Unrealized loss 2,757,688 - - 2,757,688
Total investment return 2,293,659 - - 2,293,659
Contributions - - 167,471 167,471
Appropriation of endowment

assets for operations (758,505) - - (758,505)
Investments,

end of year $12,258,974 $ - $ 892,060 $ 13,151,034

Investment Net Asset Composition by Fund Type

Temporarily Permanently

Unrestricted Restricted Restricted Total
Undesignated $ 655,356 5 - 3 - 3 655356
Board designated 11,603,618 - - 11,603,618
Donor designated - - 892,060 892,060
Total $12,258,974 3 - $ 892,060 $ 13,151,034

Note 16. SUBSEQUENT EVENTS

Child and Family Services of New Hampshire has evaluated subsequent events
through March 16, 2010, the date which the financial statements were available to
be issued, and have not evaluated subsequent events after that date. No subsequent
events were identified that would require disclosure in the financial statements for
the year ended December 31, 2009.
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JEANNETTE BIRGE

SKILLS SUMMARY

Solid history of administrative leadership, management of large and small systems, program
design, and collaboration with both public and non-profit agencies. Highly experienced in
integrating systems; conceptualizing, planning and implementing new programs; inspiring
vision; organizing and administering projects; coaching; problem-solving; leadership
development; team-building; public relations; and fundréising.

PROFESSIONAL EXPERIENCE

Director, Upper Valley and Permanency Services, Child and Family Services

October 2004-present. For non-profit children’s charitable organization, responsible for the
development, administration, and supervision of social service/child welfare programs in the
Upper Valley (New Hampshire and Vermont) and statewide in New Hampshire, including
permanency services for children and youth, family counseling, home-based counseling,
therapeutic foster care, teen prevention services, substance abuse assessment, foster parent
recruitment and support. Also responsible for creating partnerships and collaborations with
other community and government agencies, grant writing, board management and liaison,
community relations.

Regional Administrator, Tennessee Department of Children’s Services

November 1999-April 2003. Responsible for administration of all departmental field services for
Metropolitan Nashville-Davidson County region, including all child and family services, foster
care, therapeutic foster care, reunification initiatives, child protective services, pre-adoption,
and juvenile justice programs. Also responsible for developing partnerships and serving as the
liaison with other agencies such as courts, police, child-caring agencies and non-profits; chairing
and serving on various committees and non-profit boards; improving and maintaining public
relations for the department. Sought and achieved Family to Family pilot status through Annie

E. Casey Foundation.

Superintendent, John S. Wilder Youth Development Center, an ACA Accredited Residential
Treatment Center for Adolescent Males

Tennessee Department of Children’s Services

January 1997-November 1999. Responsible for the management of an accredited 144-bed,
adolescent male residential treatment facility. In addition to managing the facility, placed strong
emphasis on catalyzing internal cultural change and developing a high-performance leadership
team at both management and staff levels, and on capacity development at all levels. Also
served on a department-wide implementation team for identifying needs and developing
training and application methods for a new information technology system.
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Treatment Manager, Woodland Hills Youth Development Center, an ACA Accredited
Residential Treatment Center for Adolescent Females and Males

Tennessee Department of Children’s Services

1995-1997. Responsible for developing and supervising all aspects of a residential treatment
program that included a fully accredited school, a therapeutic counseling program, mental
health services, an intake and assessment unit, and population management; supervision of all
treatment staff and some security staff; development and implementation of all specialized
treatment programs; serving as public information officer. Also responsible for acting as
Superintendent in the actual Superintendent’s absence.

Counseling Manager, John S. Wilder Youth Development Center,

Tennessee Department of Children’s Services

1988-1995. Responsible for program design, implementation, and management of a therapeutic
mental health residential program for delinquent male vouth with mental health needs (DSM
diagnosis, behavioral problems, drug addiction, etc.); supervision of all case managers and each
individual treatment program for 144 students; supervision of all counseling staff and some
security staff; development, implementation, and supervision of all treatment programs.

Associate Warden, Tennessee Prison for Women,

Tennessee Department of Correction

1986-1988. Responsible for acting as Warden in the actual Warden's absence; developing and
supervising treatment programs including classification, the prison hospital, counselmg,
chaplaincy, and a fully accredited school in the 300-bed adult female penitentiary.

Associate Warden/ Counseling Manager, Fort Pillow Prison and Farm,

Tennessee Department of Correction

1984-1986. Responsible for acting as Warden in the actual Warden’s absence; developing and
supervising treatment programs in the 850-bed adult male penitentiary; supervising both
treatment and security staffs.

Director of County Programs, Tennessee Department of Correction

1982-1984. At the Central Office level, responsible for creation of Community Corrections Act to
facilitate housing of state felons in county jails and for monitoring treatment and security of
those prisoners; assuring that jails met criteria for certification and were properly reimbursed
for maintaining state prisoners; acting as departmental liaison to local sheriffs, serving as Public
Information Officer for TDOC.

EDUCATION
Rhodes College (Southwestern at Memphis): Bachelors Degree, 1972; elected to Who’s Who

Among Students in American Universities and Colleges
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Michelle A. Galligan

Education:
2002-2005 New England College, MS Organizational Management/Leadership
1995-1998 Springfield College, School of Human Services, BS Human Services

Employment:
2010-Current Foster Care Recruiter/Specialist, Child and Family Services of NH, Concord

2009-2010 Program Director, Midway Shelter-NFI North, Bradford, NH

2006-2008 Administrator/Clinical Leader, Family Strategies and Services, Concord, NH
2002-2004 Residential Supervisor, Easter Seals, Manchester, NH

2001-2002 Mental Health Counselor, Community Council, Nashua, NH

2000 (October-December) Direct Care Counselor, Wediko Children’s Services, Windsor, NH
1999-2000 Mental Health Counselor, Crisis Intervention Services May Institute, Hyannis, MA
1998 (luly-November) Mental Health Counselor, Fellowship Health Resources, Falmouth, MA
1998 (May- July) Counselor/Advocate, Independence House Shelter Program, Hyannis, MA

Summary of Qualifications:

e Development of a new nonprofit child placing licensing agency for foster care and adoption.

e Marketing and events management related to promotion of agency services and mission to include
presentations at state offices and focal communities in Southern NH.

o Development of policies and procedures to support operational requirements to include: reporting
to Board of Directors and inclusion at meetings. Development and oversight of an advisory board.

e Maintenance of security procedures with individuals at risk and facilities who support these
individuals.

e Supervision and clinical support of foster care providers and children.

e Negotiation of contracts and services with state entities and community vendors.

e Hiring, training and supervision of a staff team of twenty-five to include payroll and expense
approval.

¢ Development and implementation of treatment plans for individuals experiencing severe mental
crisis.

¢ Implementation of IEPs and collaboration with school districts.

e  Provision of comprehensive clinical therapeutic interventions to individuals experiencing serious
emotional and behavioral problems.

e  Advocating with an array of associations to support the educational, legal, clinical, medical and
social needs of children, adolescents and adults.

e Research and utilization of material to support and promote new industry related projects to
enhance mission and future goals related to agency expansion with an emphasis on promotion of
quality assurance benchmarks, recruitment and retention strategies, which support agency
mission.

e Knowledge of licensing standards and regulations to maintain state compliance for licensure to
include participation in RFP proposals and negotiations.

* Financial oversight of the needs of the agency budget and allocation of costs and increase revenue.

Community Activities:

2008 Elected Chairman of the Town of Weare Ethics Committee
2004-2008 Londonderry Family Mediation, Londonderry, NH

1994-1998 Rape and Domestic Violence Crisis Center of Merrimack County

Training:
Mandt | and !l, CPR/First Aid, Family Mediation, TBI, TCl and CP! Training, Rape and Domestic Violence and
Court Advocacy
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Child and Family Services

Position: Recruitment & Retention Coordinator

Program: NH Resource Family Recruitment & Retention Program
Location: Concord-based, statewide program

Supervisor: Program Director (Jeannette Birge)

Responsibilities / Summary:

Coordinates Recruitment & Retention program. Works with Program Director, the NH Division for Children, Youth
& Families (DCYF), and other stakeholders to create and implement a plan for recruitment and retention activities for
resource family homes. Provides support services and technical assistance for foster and adoptive families, DCYF
staff, and others.

Functions / Duties:

e Coordinate recruitment and retention activities and events, attend, and arrange for resource family volunteers to
serve at events

e Meet with DCYF resource workers, permanency workers, program specialists to identify specific needs for

children and identify additional resources needed

Meet with recruitment and retention teams including a variety of partners to coordinate activities across the state

Convene District Office R&R teams and their participants and assist in the creation of annual R&R plans

Meet and engage in R&R activities with DCYF staff and other partners and volunteers

Engage resource parent participation on various committees and work groups and to provide input to DCYF

foster care policy and programs

Work with CFS Communications Department to create marketing campaigns

Participate in conference planning

Provide support and technical assistance to foster and adoptive parent groups

Develop and maintain effective and responsive community partnerships that further the mission of the program

and the agency

e Provide direct service in times of staff shortage and perform other duties as required
e Other duties as requested

Minimum Qualifications:

e Bachelor’s degree in a related field and experience and knowledge of foster care and adoption licensing and other
rules, experience working with families, an understanding of child welfare and related issues, experience working
with community groups, and good organizational, problem-solving, and communication skills. Flexibility with
work hours to meet needs of families.

Physical / Mental Requirements:

¢ Ability to be creative, follow through with tasks, be self-motivated, travel long distances within NH to attend
meetings and events, meet the flexible scheduling of events and meetings, work cooperatively with other
organizations and volunteers

e Valid driver’s license and auto insurance at or above CFS required limits and acceptable driving record
¢ Ability to be independently mobile in a variety of home and community based settings

Equipment / Tools Utilized:

e Computer / Printer / Windows / Microsoft Office and Outlook
¢ Phone / Fax Machine / Copy Machine / Cellular Phone

e Evaluation tools specific to program needs

¢ Charts and forms specific to operations, compliance, quality assurance, data collection, communication and
networking
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Kat Strange

Objectives

To advance the mission of a worthy nonprofit organization through the use of creative and
public relations services

Education
B.A. English/Communications
> University of Massachusetts/Mass College of Liberal Arts

Experience
Communications Director (present) -- Child and Family Services of NH

> Direct agency public relations initiatives, provide program promotion support and
consultation, stage fund-raising events, produce multi-media communications,
manage media affairs

Publicity /Marketing Director -- NH Performing Arts Center

» Create promotional materials and media messages for events, design fund-raising
campaigns, serve as cultural liaison with corporate and political communities, stage
manage community events, develop community resources and partnerships

Community Relations/ Public Affairs Director -- Paugus Television/WGOT/PXT

» Direct public service airtime, produce public service announcements, manage
corporate and community sponsorships, develop on air program promotions,
promote local newscasts, stage live broadcasts for political and other types of
events.

Promotion Copywriter/Specialist -- Twentieth Television/Fox

» Research markets and write regional promotional copy for new/cutting-edge
programs

Skills

» Seasoned in the following computer programs: Adobe InDesign, Photoshop,
Illustrator, Golive; Microsoft Word, Excel, Access, Publisher, PowerPoint.
Knowledgeable in social media apps including Facebook, Twitter, You Tube
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Child and Family Services

Key Personnel

% of Time
to Work $ Amount to
Annual on the be charged to
Name Title Salary Project Project
1 | Jeannette Birge Program Director $64,251.20 10% | $6,425.12
2| TBA R&R Coordinator $ 35,000.00 100% | $ 35,000.00
3 | Kat Strange Communications $62,379.20 10% | $6,237.92
4 | Michelle Galligan R&R Coordinator $ 38,126.40 15% | $5,718.96
Total: | $ 199,756.80 $ 53,382.00




