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Report of Independent Accountants

To the Board of Directors
Food Bank of South Central Michigan, Inc.

We have audited the accompanying financial statements of Food Bank of South Central Michigan, Inc.
(a nonprofit organization), which comprise the statement of financial position as of December 31, 2014
and 2013, 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 audits. 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 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 Food Bank of South Central Michigan, Inc. as of December 31, 2014 and 2013,
and the changes in net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.



Other Matters
Other Information

Qur audits were conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying schedule of expenditures of federal awards, as required by Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 19,
2015, on our consideration of Food Bank of South Central Michigan, inc.’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 Food Bank of South Central Michigan, Inc.'s internal control over financial reporting and
compliance.

,,45 Jo y/wrz Kot by, Pt
FISHER SPIEGEL KUNKLE & GERBER, P.L.L.C.

Battle Creek, Michigan
May 19, 2015



Food Bank of South Central Michigan, Inc.

Statement of Financial Position

2014

December 31, 2013
ASSETS
Current assets
Cash and cash equivalents $ 1,906,869 % 1,746,147
Accounts receivable 260,241 322,531
Grant receivable 4,000 1,000
United Way receivable 171,325 128,135
Grants receivable - community foundations 36,878 32,582
Interest receivable 600 600
Other receivable 0 876
Beneficial interest in assets held by
community foundations (Note 6) 19,388 16,526
Inventory - Donated (Note 3) 641,101 647,309
Inventory - USDA (Note 3) 238,640 207,023
inventory - Purchased 172,079 285,370
Prepaid expenses 14,170 11,385
Total current assets 3,465,291 3,399,484
United Way receivable - long term 96,025 163,350
Grant receivable - long term 8,000 12,000
Beneficial interest in assets held by
community foundations (Note 6) 70,664 68,919
Investments (Note 2) 833,969 769,490
Fixed assets, net (Note 4) 1,457,773 1,491,272
Total assets $ 5,931,722 % 5,904,515
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable $ 57,221 $ 107,521
Accrued vacation 18,285 26,849
Accrued payroll 43,611 58,386
Other accrued expenses 6,450 5,549
Deferred revenue 409,014 349,946
Total current liabilities 534,581 548,251
Net Assets
Unrestricted 4,842,412 4,817,399
Temporarily restricted (Note 1) 554,729 538,865
Total net assets 5,397,141 5,356,264
Total liabilities and net assets $ 593172286 5904515
3

The accompanying notes are an integral part of these financial statements.



Food Bank of South Central Michigan, Inc.

Statement of Activities
Year Ended December 31, 2014

Temporarily

Unrestricted Restricted Total
Products donated and distributed:
USDA $ 2,311,082 $ 0O $ 2,311,082
In kind contributions (Note 3) 11,110,900 0] 11,110,900
Less: value of products distributed:
USDA (2,279,466) 0 (2,279,466)
In-kind contributions (11,117,108) o (11,117,108)
Excess of products distributed over products
donated 25,408 0 25,408
Support, revenue, and reclassifications:
United Way 152,607 104,000 256,607
Donations and grants 1,365,176 261,903 1,627,079
Food Bank Council of Michigan 206,345 0 206,345
Fund raising 33,969 0 33,969
Program service fees 1,170,867 0 1,170,867
Interest/dividend income 40,325 0 40,325
Unrealized gain/(loss) on investments (Note 2) 31,779 0 31,779
Realized gain/(loss) on investments (Note 2) (401) 0 (401)
Change in beneficial interest 4,607 0 4,607
Miscellaneous 2,121 0 2,121
Net assets released from restrictions 350,039 (350,039) 0]
Total support, revenue, and reclassifications 3,357,434 15,864 3,373,298
Expenses:
Program operations 3,057,182 0 3,057,182
Management and general 300,647 0 300,647
Total expenses 3,357,829 0] 3,357,829
Change in net assets 25,013 15,864 40,877
Net assets, at beginning of year 4,817,399 538,865 5,356,264
Net assets, at end of year $ 4,842,412 $ 554,729 $ 5,397,141

The accompanying notes are an integral part of these financial statements. 4



Food Bank of South Central Michigan, Inc.

Statement of Activities
Year Ended December 31, 2013

Temporarily

Unrestricted Restricted Total
Products donated and distributed:
USDA $ 2,208,038 $ 0O $ 2,203,038
In kind contributions (Note 3) 11,036,126 11,036,126
Less: value of products distributed:
USDA (2,188,079) 0 (2,188,079)
In-kind contributions (11,470,659) (11,470,659)
Excess of products distributed over products
donated (419,574) 0 (419,574)
Support, revenue, and reclassifications:
United Way 206,125 303,289 509,414
Donations and grants 1,260,405 207,836 1,468,241
Food Bank Council of Michigan 146,506 0 146,506
Fund raising 44,924 0] 44,924
Program service fees 1,140,800 0 1,140,800
interest/dividend income 31,549 0 31,649
Unrealized gain/{loss) on investments (Note 2) 147,416 0 147,416
Realized gain on investments (Note 2) 7,272 0 7,272
Change in beneficial interest 12,638 0 12,638
Miscellaneous 32,928 0 32,928
Net assets released from restrictions 580,225 (680,225) 0]
Total support, revenue, and reclassifications 3,610,788 (69,100) 3,541,688
Expenses:
Program operations 3,112,701 0 3,112,701
Management and general 359,675 0 359,675
Total expenses 3,472,376 0) 3,472,376
Change in net assets (281,162) (69,100) (350,262)
Net assets, at beginning of year 5,098,561 607,965 5,706,526
Net assets, at end of year $ 4,817,399 $ 538,865 $ 5,356,264

The accompanying notes are an integral part of these financial statements.



Food Bank of South Central Michigan, Inc.

Statement of Functional Expenses
Year Ended December 31, 2014

Program Management
Operations and General Total
Operating expenses

Salaries $ 757,312 ¢ 137,100 $ 894,412
Payroll taxes and benefits (Note 5) 295,622 22,976 318,598
Total payroll related expenses 1,052,934 160,076 1,213,010
Food - purchased 1,289,434 0 1,289,434
Qutside services 45,574 13,629 59,203
Professional fees 0 14,300 14,300
Supplies and office 6,614 14,960 21,574
Telephone and internet 0 10,611 10,611
Postage and shipping 10,058 872 10,930
Utilities 67,993 0 67,993
Transportation and travel 248,924 0 248,924
Conferences and meetings 4,461 2,425 6,886
Membership dues 36,052 0 36,052
Miscellaneous 374 4,865 5,239
Maintenance 76,260 3,247 79,607
Insurance 11,554 0 11,654
Grant expenditures 0 10,381 10,381
Fund raising 0 35,019 35,019

Total operating expenses
before depreciation 2,850,232 270,385 3,120,617
Depreciation 206,950 30,262 237,212
Total operating expenses $ 3,057,182 $ 300,647 $3,357,829

The accompanying notes are an integral part of these financial statements. 6



Food Bank of South Central Michigan, Inc.

Statement of Functional Expenses
Year Ended December 31, 2013

Program Management
Operations and General Total
Operating expenses

Salaries $ 747,733 $ 191,703 § 939,436
Payroll taxes and benefits (Note 5) 246,580 38,811 285,391
Total payroll related expenses 994,313 230,514 1,224,827
Food - purchased 1,386,398 0 1,386,398
Outside services 27,070 9,242 36,312
Professional fees 0 4,800 4,800
Supplies and office 11,567 16,512 28,079
Telephone and internet 0 12,096 12,096
Postage and shipping 9,755 1,184 10,939
Utilities 58,576 0 58,576
Transportation and travel 297,562 0 297,562
Conferences and meetings 10,981 1,427 12,408
Membership dues 25,256 0 25,256
Miscellaneous 543 3,802 4,345
Maintenance 90,674 1,423 91,997
Insurance 7,522 0 7,522
Grant expenditures 9,772 16,171 25,943
Fund raising 0 34,431 34,431

Total operating expenses
before depreciation 2,929,889 331,602 3,261,491
Depreciation 182,812 28,073 210,885
Total operating expenses $ 3,112,701 $ 359,675 $3,472,376

The accompanying notes are an integral part of these financial statements. 7



Food Bank of South Central Michigan, Inc.

Statement of Cash Flows
[

Years ended December 31, 2014 2013

Cash flows from operating activities:
Change in net assets $ 40,877 $ (350,262)

Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Depreciation 237,212 210,885
Gain on sale of assets 0 (7,272)
Unrealized (gain) loss on investments (31,944) (148,343)
Realized (gain) loss on investments 401 0
Change in beneficial interest in assets (4,607) (12,638)

(Increase) decrease in:
Accounts and United Way receivables 86,425 (273,746)
Grants receivable - community foundations (4,296) (3,753)
Grant receivable 1,000 152,000
Other receivable 876 0
Inventory 87,882 608,935
Prepaid expenses {2,785) (962)

Increase (decrease) in:
Accounts payable (50,300) (26,786)
Accrued vacation (8,564) 675
Accrued payroll (14,775) 41,028
Other accrued expenses 901 (15,885)
Deferred revenue 59,068 (18,743)
Net cash provided by operating activities 397,371 155,133

Cash flows from investing activities:

Purchase of fixed assets (203,713) (175,975)
Proceeds from sale of assets 0 12,622
Proceeds from sale of investments 26,880 7,009
Purchase of investments (659,816) (24,487)
Net cash used in investing activities (236,649) (180,931)
Net increase (decrease) in cash and cash equivalents 160,722 (25,798)
Cash and cash equivalents, at beginning of year 1,746,147 1,771,945
Cash and cash equivalents, at end of year 1,906,869 $ 1,746,147

The accompanying notes are an integral part of these financial statements.



Food Bank of South Central Michigan, Inc.

Notes to Financial Statements

1.

Nature of Entity and
Significant Accounting
Policies

Statement of Purpose - Food Bank of South Central Michigan,
Inc. (the “Organization”) purpose is to glean, collect, warehouse
and facilitate the distribution of food, to have the right to receive
donations for the purpose of adequately conducting and
maintaining such facilities and to purchase, manage, own, lease
or rent facilities that may be necessary or convenient for the
purpose of operation as a community food bank. The Organiza-
tion charges a shared maintenance fee for food distributed to
other non-profit agencies within south central Michigan. Shared
maintenance fees are based on the operating costs of the food
bank and are charged on a per pound basis.

The Organization does not require any collateral on its accounts
receivable from member agencies throughout south central
Michigan.

Use of Estimates - The Organization uses estimates and
assumptions in preparing financial statements. Those estimates
and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities, and
reported support, revenue and expenses. Actual results could
differ from those estimates.

Basis of Accounting - The accompanying financial statements
have been prepared on the accrual basis of accounting.

Cash and Cash Equivalents - The Organization considers its
investments in money market funds and certificates of deposit to
be cash equivalents.

Accounts Receivable - Accounts receivable are stated at the
amount management expects to collect from balances
outstanding at year-end. Based on management’s assessment of
the credit history with customers having outstanding balances
and current relationships with them, it has concluded that
realization losses on balances outstanding at year-end will be
immaterial.

Fixed Assets - Fixed assets are recorded at cost or at the value
at the time of donation, less accumulated depreciation, which is
computed using the straight-line method over the following
estimated useful lives:

Vehicles 5-7 years
Furniture and equipment 3-10 years
Building 31.5 years
Land improvements 15 years



Food Bank of South Central Michigan, Inc.

Notes to Financial Statements

1.

Nature of Entity and

" Significant Accounting

Policies - Continued

Costs of maintenance and repairs are charged to expense when
incurred; renewals and improvements greater than $300 are
capitalized. The cost and related accumulated depreciation of
equipment sold or otherwise retired are removed from the
accounts and related gains or losses are reflected in income.

Tax Status - The Organization is exempt from federal income
taxes as a non-profit organization under the Internal Revenue
Code Section 501(c)(3) and has been classified as an
organization that is not a private foundation under Section
509(a)(2). Tax returns remain statutorily open for review by tax
authorities.

Donated Services - No amounts have been reflected in the
financial statements for donated services. The Organization pays
for most services requiring specific expertise. However,
volunteers donated many hours of service during the years ended
December 31, 2014 and 2013 to the operation of the
Organization including organizational mailings, packing of
groceries, and other miscellaneous services.

Affiliated Organizations - The Organization is a certified affiliate
of Feeding America, a national network of food banks throughout
the country, and is affiliated with the Food Bank Council of
Michigan, an organization that supports member food banks
through funding and food allocation. The Organization receives
a substantial amount of its food from Feeding America (36% and
26% in 2014 and 2013, respectively) and Food Bank Council of
Michigan (14% and 9% in 2014 and 2013, respectively), at
minimal cost which is distributed to other organizations for a
service fee. Additionally, the Organization receives substantial
support from various United Ways.

As an affiliate of Feeding America, the Organization is required to
maintain a reserve fund equal to or greater than 25% of annual
operating expenses.

Uninsured Cash Balances - The Organization has bank deposits in
excess of the limits insured through the Federal Depository
Insurance Company of $419,425 and $279,879 at December 31,
2014 and 2013, respectively.

Deferred Revenue - Deferred revenue consists of funds received
by the Organization for future food distributions for specific
member agencies.

10



Food Bank of South Central Michigan, Inc.

Notes to Financial Statements

2.

Nature of Entity and
Significant Accounting
Policies - Continued

Investments

Temporarily Restricted Net Assets - Support that is restricted by
the donor is reported as an increase in unrestricted net assets if
the restriction expires in the reporting period in which the support
is recognized. All other donor-restricted support isreported 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
restrictions. The temporarily restricted net assets are restricted
as follows:

December 31, 2014 2013
Childhood Hunger and backpack

program $158,234 $ 59,900
Giving Garden 3,277 4,475
Fresh food initiative 25,868 0
Food purchases 0 10,750
Warehouse improvements and

transportation 100,000 148,658
Mobile distribution model 0 11,794
For subsequent years’ operating/

program expenses 267,350 303,288

$554,729 $ 538,865

Subseguent Events - Subsequent events have been evaluated
through May 19, 2015, which is the date the financial
statements were available to be issued.

Investments - Investments are valued at market as determined by
stock market quotations and by savings bond redemption values
at December 31, 2014 and 2013. Unrealized gains and losses
are included in the change in net assets in the accompanying
statement of activities.

11



Food Bank of South Central Michigan, Inc.

Notes to Financial Statements

2. Investments - Continued

3. Inventory

The major types of investments are as follows:

December 31, 2014 Market Value Cost

United States Savings
Bonds, Series EE $2,000 $2,000

Mutual funds 831,969 578,588
$833,969 $580,588
December 31, 2013 Market Value Cost

United States Savings
Bonds, Series EE $2,000 $2,000
Mutual funds 767,490 546,091

$769,490 $548,091

All investments are considered long term and are held to earn
investment income. All investment income, realized and
unrealized gains (losses) are shown as unrestricted in the
Statement of Activities as all investments are unrestricted.

Inventory includes food items that were purchased at cost and
donated product valued at a per pound rate as determined by
Feeding America at the national level on a first-in first-out (FIFO)
basis.

Donated product and inventory are valued in accordance with
FASB Accounting Standard Codification 958, NPO Entities. In
kind contributions includes donated product in the amount of
$11,110,900 and $11,036,126 for 2014 and 2013, based
primarily on $1.72 and $1.69 per pound value, respectively.
Donated USDA product is valued at published values per pound.
At December 31, 2014 and 2013, donated inventory values are
$641,101 and $647,309, and was primarily valued at $1.72 and
$1.69 per pound, respectively. Increases and decreases in
inventory levels may have a significantimpact on the net increase
(decrease) of the Organization’s net assets.

12



Food Bank of South Central Michigan, Inc.

Notes to Financial Statements

4, Fixed Assets

5. Defined Contribution
Plan

6. Beneficial Interest in
Assets Held by
Community

Foundations

Fixed assets are comprised of the following:

December 31, 2014 2013
Land $ 10,000 $ 10,000
Land improvements 72,630 72,630
Building 1,543,177 1,539,434
Furniture and equipment 890,667 847,638
Vehicles 809,700 652,759

3,326,174 3,122,461

Less - accumulated

depreciation (1,868,401) (1,631,189)

$ 1,457,773 $1.491.272

The Organization has a defined contribution 403(b) plan covering
full time employees over age 21 who have attained 1,000 hours
of service within a twelve month period. Contributions are made
at a percent determined annually by the Board of each
employee's gross annual pay. For the years ended December 31,
2014 and 2013, the Organization's contribution rate was 4%.
For 2014 and 2013, the board approved a match of 100% for
those employees deferring up to 6% of their wages.
Contributions totaled $51,510 and $53,606 for the years ended
December 31, 2014 and 2013, respectively.

Beneficial interest in assets represents pooled fund investments
with community foundations. The pooled funds consist of mutual
funds, corporate stocks and bonds, U.S. government securities,
and other investments.

Beneficial interest results when a nonprofit organization
establishes a fund at a community foundation with its own funds
and specifies itself as the beneficiary of that fund. The
foundation maintains unilateral variance power and legal
ownership of agency endowment funds and as such continues to
report the funds as assets and offsetting liabilities of the
foundation. Funds are distributed based on spending rate
policies. In accordance with FASB Accounting Standards
Codification 958-605, Transfers of Assets to a NPO or Charitable
Trust that Raises or Holds Contributions for Others, an asset has
been established for the fair market value of the funds, which is
generally equivalent to the present value of future payments
expected to be received by the Organization. Beneficial interest
in assets is comprised of the following:

13



Food Bank of South Central Michigan, Inc.

Notes to Financial Statements

6. Beneficial Interest in
Assets Held by
Community
Foundations -
Continued

7. Endowment Funds

8. Fair Value
Measurements

December 31, 2014 2013
Funds held at Battle Creek Community Foundation $32,694 $30,731
Funds held at Kalamazoo Community Foundation 48,327 45,784
Funds held at Jackson Community Foundation 9,031 8,930

$90,0562 $85,445

December 31, 2014 2013
Beginning of year balance $85,445 $72,807
Contributions o] o]
Net investment earnings, gains, and losses 5,197 13,194
Grants or scholarships 0 0
Administrative expenses (590) (556)

$90,052 $85,445

The Organization has endowment funds administered by various
community foundations. These funds are irrevocably invested
and are managed by the foundations for a fee. The principal
balances, including accumulated earnings of these funds at
December 31, 2014 and 2013 amounted to $86,434 and
$80,562, respectively. The foundations have variance power
over the donor designated funds and may, at their discretion vary
the purpose, use or method of administration of the funds.
Earnings on these funds, as determined by the foundations, are
available annually for distribution to the Organization for
operations, at the discretion of the foundations, and therefore are
not reflected in the Organization’s financial statements until
available for distribution.

Fair values of assets measured on a recurring basis at
December 31, 2014 and 2013 are as follows:

Quoted Prices in
Active Markets

for Identical

December 31, 2014 Fair Value Assets (Level 1)
U.S. Savings Bonds, Series EE $ 2,000 $ 2,000
Mutual funds 831,969 831,969
Total $ 833,969 $ 833,969
December 31, 2013

U.S. Savings Bonds, Series EE $ 2,000 $ 2,000
Mutual funds 767,490 767,490
Total $ 769,490 $ 769,490

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