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INDEPENDENT AUDITOR'S REPORT

Board of Directors
The ELM Foundation
Huntsville, Alabama

We have audited the accompanying financial statements of The ELM Foundation (a nonprofit organization), which
comprise the statement of financial position as of December 31, 2017, and the related statements of activities,
functional expenses, and cash flows for the year 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
audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from 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.

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 financial statements referred to above present fairly, in all material respects, the financial
position of The ELM Foundation as of December 31, 2017, and the changes in net assets and its cash flows for the
year then ended in accordance with the accounting principles generally accepted in the United States of America.

m%%am//%

May 31, 2018



THE ELM FOUNDATION
STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2017
ASSETS
Current Assets
Cash and cash equivalents $ 230,081
Stock held as investment 52,030
Total Current Assets 282,111
Other Assets
Deposits 2,000
Total Other Assets 2,000
Fixed Assets
Land 15,000
Building 67,863
Furniture and equipment 7,590
Less: accumulated depreciation (15,570)
Total Fixed Assets 74,883
Total Assets $ 358,994

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts payable $ 701
Accrued payroll liabilities 1,790

Total Current Liabilities 2,491

Other Liabilities
Rent deposit 675

Total Other Liabilities 675
Total Liabilities 3,166

Net Assets
Unrestricted 355,828

Total Net Assets 355,828

Total Liabilities and Net Assets $ 358,994

The accompanying notes are an integral part of these financial statements.
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THE ELM FOUNDATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2017

UNRESTRICTED SUPPORT AND REVENUE

Contributions $ 236,545
Rent received 7,450
TOTAL UNRESTRICTED SUPPORT AND REVENUE 243,995
OPERATING EXPENSES
Program services 326,227
Support services
Management and general 12,947
TOTAL OPERATING EXPENSES 339,174

UNRESTRICTED OTHER INCOME (EXPENSE)

Investment income 843
Unrealized gains on investment 1,561
TOTAL UNRESTRICTED OTHER INCOME (EXPENSE) 2,404
Increase (Decrease) in Unrestricted Net Assets (92,775)
CHANGE IN NET ASSETS (92,775)
NET ASSETS, BEGINNING 448,603
NET ASSETS, ENDING $ 355,828

The accompanying notes are an integral part of these financial statements.
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THE ELM FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2017

Program Management

Services and General Total
Depreciation $2,837 $315 $3,152
Education grants 207,394 0 207,394
Equipment rental 452 50 502
Grants 27,821 0 27,821
Insurance 0 1,550 1,550
Membership dues 2,201 245 2,446
Miscellaneous 1,305 145 1,450
Occupancy expense 24,158 2,685 26,843
Office expense 6,637 738 7,375
Salaries 45,487 5,054 50,541
Payroll taxes 3,480 386 3,866
Professional development 2,164 240 2,404
Professional fees 0 1,285 1,285
Repairs and maintenance 254 28 282
Taxes and licenses 796 88 884
Travel 1,241 138 1,379
TOTAL FUNCTIONAL EXPENSES $326,227 $12,947 $339,174

The accompanying notes are an integral part of these financial statements
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THE ELM FOUNDATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2017
CASH FLOWS FROM OPERATING ACTIVITIES

Reconciliation of Increase in Net Assets to Net Cash
Provided (Used) by Operating Activities

Increase (Decrease) in Net Assets $ (92,775)

Adjustment to Reconcile Net Income to Net Cash
Provided (Used) by Operating Activities:

Depreciation 3,152
Decrease (Increase) in:

Stock held for investment (52,030)

Deposits 2,715
Increase (Decrease) in:

Accrued payroll and liabilities (114)
Net Cash Provided (Used) by Operating Activies (139,052)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase/Sale of fixed assets 0
Net Cash Provided (Used) by Investing Activities 0

CASH FLOWS FROM FINANCING ACTIVITIES

Net Cash Provided (Used) by Financing Activities 0
Net Decrease in Cash and Cash Equivalents (139,052)
Cash and Cash Equivalents at Beginning of Year 369,133
Cash and Cash Equivalents at End of Year $ 230,081

The accompanying notes are an integral part of these financial statements.
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THE ELM FOUNDATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The ELM Foundation, (the "Foundation") is an Operating Foundation that works to reverse the cycle of poverty by
helping individuals and families set goals and create plans so that they can find the resources they need to support
their families. ELM is an acronym that stands for “Expect Little Miracles”. The Foundation creates “Little
Miracles” through grants to individuals who are doing the best they can and who simply need help removing
barriers. In addition to providing funding, the foundation also provides coaching and referrals that open doors to
self-sufficiency and economic independence so that participants can support themselves and their families.
Development plans, accountability, and intensive case management lead to “Little Miracles™ that result in success.

Basis of Accounting

The financial statements of the Foundation have been prepared on the accrual basis of accounting. The Foundation
is required to report information regarding its financial position and activities according to three classes of net
assets: Unrestricted, Temporarily Restricted and Permanently Restricted. In addition, the Foundation is required to
present a Statement of Functional Expenses and a Statement of Cash Flows. Accordingly, all financial transactions
have been recorded and reported by the following groups:

e The Unrestricted net assets include the combination of assets which are not restricted by any third
party donor and which are available for use by the Foundation without restriction.

e The Temporarily Restricted net assets represent donations that are available for donor-specified
purposes as ratified by the Board of Directors. The Temporarily Restricted net assets are released to
unrestricted net assets when restricted purposes have been satisfied. Currently, there are no
Temporarily Restricted net assets held by the Foundation.

e The Permanently Restricted net assets represent resources permanently restricted by donors to be
used only for restricted purposes as ratified by the Foundation. Currently, there are no Permanently
Restricted net assets held by the Foundation.

Support and Revenue Recognition

The Foundation recognizes contributions as support and revenue when the pledged receivable is currently due.
Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support,
depending on the existence and/or nature of any donor restrictions. All donor-restricted contributions are reported
as an increase in temporarily or permanently restricted net assets, depending on the nature of the restriction. When
a restriction expires (that is, when a stipulated time restriction ends or purpose restriction is accomplished),
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities
as net assets released from restriction. All contributions are considered available for unrestricted use unless
specially restricted by the donor or subject to other legal restrictions.

The Foundation has elected to report donor-restricted contributions (including contributions of long-lived assets)
whose restrictions are met in the same reporting period as unrestricted support.

The Foundation uses the allowance method to determine uncollectible unconditional promises receivable. The
allowance is based on prior years’ experience and management’s analysis of specific promises made. At December
31, 2017, the allowance for uncollectible promises to give was zero.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Donated Equipment, Facilities, and Services

Donated equipment and facilities, if any, are reflected as contributions in the accompanying statements at the
estimated value at the date of receipt. In addition, a substantial number of volunteers have donated significant
amounts of their time in the organization's program services and in its fund-rising campaigns. The value of this
contributed time is not reflected in these statements since it is not susceptible to objective measurement or
valuation.

Estimates

Preparation of financial statements in conformity with generally accepted accounting principles of the United
States of America requires use of management’s estimates. Management has made estimates related to accruals
of revenues and expenses.

Property and Equipment

Buildings, site improvements, and equipment are stated at cost. It is the Foundation’s policy to capitalize
significant acquisitions of property and equipment. Additions, improvements, and expenses for repairs and
maintenance that extend the economic life of the assets are capitalized. Other expenses for repairs and maintenance
are charged to operating accounts when incurred. Depreciation is provided on a straight-line basis over the
estimated useful lives of the assets. Construction in progress is not depreciated until the assets are completed and
placed into service.

Income Tax Status

The Foundation is a nonprofit organization that is exempt from income taxes under Section 501(c)(3) of the
Internal Revenue Code and therefore has made no provision for federal income taxes in the accompanying
financial statements The Foundation is not aware of any tax positions it has taken that are subject to a significant
degree of uncertainty. Tax years after December 31, 2013 remain subject to examination by taxing authorities.

Advertising
Advertising costs are expensed as incurred. Total advertising expense for year ended December 31, 2017 was $0.

Cash and cash equivalents
For the purposes of the statements of cash flows, the Foundation considers all highly liquid investments available
for current use with an initial maturity of three months or less to be cash equivalents.

NOTE 2 - FUNCTIONAL ALLOCATION OF EXPENSES

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



NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE 3 - CONCENTRATIONS OF CREDIT RISK

The Foundation maintains its cash and money market accounts at a Huntsville, Alabama commercial bank. The
FDIC insures the total cash balances at each commercial bank up to $250,000. Balances of all accounts are stated at
cost, which approximates market value. $7,359 of the cash balance was not covered by FDIC insurance as of
December 31, 2017.

NOTE 4 - INVESTMENTS AND FAIR VALUE MEASUREMENTS

Generally accepted accounting principles define fair value, establish a framework for measuring fair value, and
establish a fair value hierarchy that prioritizes the inputs to valuation techniques. Fair value is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement dates. A fair value measurement assumes that the transaction to see the asset or
transfer the liability occurs in the principal market for the asset or liability or, in the absence of a principal
market, the most advantageous market. Valuation techniques that are consistent with the market, income or cost
approach are used to measure value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value in three broad
levels:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities the
Foundation has the ability to access.

Level 2 inputs are inputs (other than quoted prices included within level 1) that are observable for the asset
or liability, either directly or indirectly.

Level 3 are unobservable inputs for the asset or liability and rely on management’s own assumptions about
the assumptions that market participants would use in pricing the asset or liability. (The unobservable
inputs should be developed based on the best information available in the circumstances and may include
the Foundation’s own data.)

The following table presents the ELM Foundation’s fair value hierarchy for those assets and liabilities measured at
fair value on a recurring basis as of December 31, 2017.

Level 1 Level 2 Level 3 Total
Investment $ 52,030 0 0 52,030
Totals $ 52,030 0 0 52,030




NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE S - PROPERTY AND EQUIPMENT

The following schedule details the property and equipment for the Foundation.

01/01/17 Additions Deletions 12/31/17

Balance Balance
Land $ 15,000 $ 0 $ 0 $ 15,000
Building 67,863 0 0 67,863
Furniture and equipment 7,590 0 0 7,590
Accumulated depreciation (12,418) (3,152) 0 (15,570)
Total fixed assets, net $ 78,035 § (3,152) §$ 0 $ 74,883

NOTE 6 - RISKS AND UNCERTAINTIES

The Foundation has purchased commercial insurance policies for various risks of loss related to torts; thefts,
damage, or destruction of assets; errors or omissions; injuries to employees; or acts of God. Payments of premiums
for these policies are recorded as expenses of the Foundation. There were no significant reductions in coverage
compared to the prior year.

NOTE 7- LEASE COMMITMENTS

For the year ended December 31, 2017, the Organization operated under a lease for the rental of facilities. Rental
expense for 2017 was $22,800.

Future minimum rental payments are as follows:

Year Ended December 31:
2018 $3,000

NOTE 8 - SUBSEQUENT EVENTS

The Organization entered into a new operating lease effective June 10, 2018 for the rental of the facility.

The date through which subsequent events have been evaluated is May 31, 2018. The financial statements were
available to be issued at that time.
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