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INDEPENDENT AUDITOR’S REPORT

April 23, 2018

To the Board of Directors of
Groundwork Center for Resilient
Communities, Inc.:

We have audited the accompanying financial statements of Groundwork Center for
Resilient Communities, Inc. (a nonprofit organization), which comprise the statement of financial
position as of September 30, 2017, and the related statements of activities 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 statemenis 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 obiain
reasonable assurance about whether the financial statemenis 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 1o fraud or error. In making those risk assessments, the auditor
considers internal control relevant fo 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 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.

~ Boyne City ~ ~ Charlevoix ~ ~ Petoskey ~
115A 8. Lake Street 110 Park Avenue 2780 Charlevoix Avenue — Unit 16
Boyne City, MI 49712 Charlevoix, MI 49720 Petoskey, MI 49770
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Groundwork Center for Resilient Communities, Inc.
Aprit 23, 2018

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Groundwork Center for Resilient Communities, Inc. as of
September 30, 2017, and the changes in its net assets and its cash flows for the year then
ended in accordance with accounting principles generally accepted in the United States of
America.

Report on Summarized Comparative Information

We have previously audited the Groundwork Center for Resilient Communities, Inc.’s
2016 financial statements, and we expressed an unmodified opinion on those audited financial
statements in our report dated April 26, 2017. In our opinion, the summarized comparative
information presented herein as of and for the year ended September 30, 2016, is consistent, in
all material respects, with the audited financial statements from which it has been derived.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial
statements as a whole. The schedule of functional expenses on pages 10 and 11 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.

Hasen, Rammennane & Rotnback, P. L.



GROUNDWORK CENTER FOR RESILIENT COMMUNITIES, INC,

STATEMENT OF FINANCIAL POSITION
as of September 30, 2017

{with comparative totals as of September 30, 2016)

ASSETS
2017 20186
CURRENT ASSETS:
Cash and cash equivalents 3 419,710 L 165,819
Accounts receivable 100,838 107,775
Prepaid expenses 2,347 4,643
Total current assets 522,895 278,237
FIXED ASSETS:
Furniture and fixtures 23,512 22111
Equipment and software 47,490 44,342
71,002 66,453
Less accumuiated depreciation {55,261) (49,107)
Total fixed assets 15,741 17,348
OTHER ASSETS,
l_ease deposits 5,060 4,655
Interest in net assets of community foundation (Note J) 25,049 -
Total other assets 30,099 4,655
Total assets $ 568,735 $ 300,238
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $ 101,027 $ 32,315
Accrued payroll taxes 24,597 5,041
Accrued vacation 12,588 12,588
Accrued retirement 8,957 10,664
Unearned revenues (Note H) 387,151 245715
Total current liabilities 534,320 306,323
NET ASSETS:
Unrestricted 9,366 (38,585)
Temporarily restricted - 32,500
Permanently restricted 25,049 -
Total net assets (deficit) 34,415 {(6,085)
Total liabilities and net assets 3 568,735 % 300,238

The accompanying notes are a part of the financial statements,
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GROUNDWORK CENTER FOR RESILIENT COMMUNITIES, INC.

STATEMENT OF ACTIVITIES

for the year ended September 30, 2017

(with comparative totals as of September 30, 2016)

REVENUES AND SUPPORT:
Contributions
Grants
Listings and licenses
Special fund-raising event,
net of costs of $130,493
Miscellaneous

Net assets released from restrictions

Total revenues and support

EXPENSES:
Program services:
Food and farming
Thriving communities
Energy

Total program services
Supporting services:
Administrative and general
Fund-raising
Total supporting services
Total expenses

Change in net assets

NET ASSETS (DEFICIT),
Beginning of the year

NET ASSETS (DEFICIT),
End of the year

TEMPORARILY ~ PERMANENTLY 2016
UNRESTRICTED  RESTRICTED RESTRICTED TOTAL TOTAL
595,458 $ 206,567 $ 25,049 $ 827,074 $ 360,873
169,063 661,504 . 830,567 956,147
155,101 - - 155,101 79,110
35,485 - - 35,485 34,439
19,180 - - 19,180 36,577
900,571 (900,571) - - -
1,874,858 (32,500) 25049 1,867,407 1,467,146
940,334 - - 940,334 671,631
157,105 - - 157,105 140,820
419,311 - - 419,311 297,454
1,516,750 - - 1,516,750 1,109,905
46,986 - - 46,986 118,934
263,171 - - 263,171 249,790
310,157 - - 310,157 368,724
1,826,907 - - 1,826,807 1,478,629
47,951 (32,500) 25,049 40,500 {11,483)
(38,585) 32,500 - (6,085) 5,398
9366 $ - 3 25049 $ 34415 3 (6,085)

The accompanying notes are a part of the financial statements.
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GROUNDWORK CENTER FOR RESILIENT COMMUNITIES, INC.
STATEMENT OF CASH FLOWS
for the year ended September 30, 2017

{with comparative totals as of September 30, 2016)

2017 2016

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 40,500 $ (11,483)
Adjustments to reconcile change in net assets
to net cash provided (used) by operating activities:

Depreciation 6,154 5,310
Decrease in restricted cash - 16,151
Decrease (increase) in accounts receivable and deposits 6,542 {32,586)
Decrease in unconditional promises to give - 10,000
Decrease (Increase) in prepaid expenses 2,298 (4,643)
Increase in accounts payable and accrued expenses 86,561 4,907
Increase (decrease) in unearned revenues 141,436 {46,435)
Total adjustments 242 989 {47,296)
Net cash provided (used) by operating activities 283,489 {58,779)

CASH FLOWS USED BY INVESTING ACTIVITIES:

Increase in interest in net assets of community foundation (25,049) -
Purchase of fixed assets (4,549) (8,798)

Net cash used by investing activities {29,598) (8,798)

Net increase (decrease) in cash and cash eguivalents 253,891 {67.577)

CASH AND CASH EQUIVALENTS, Beginning of the year 165,819 233,396
CASH AND CASH EQUIVALENTS, End of the year $ 419,710 $ 165,819

The accompanying notes are a part of the financial statements.
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GROUNDWORK CENTER FOR RESILIENT COMMUNITIES, INC.
NOTES TO FINANCIAL STATEMENTS

for the year ended September 30, 2017

NOTE A - NATURE OF ACTIVITIES:
Groundwork Center for Resilient Communities, Inc., formerly Michigan Land Use Institute, is
a research, educational and service organization operating in the public interest. The
Organization is dedicated to strengthening local economies, protecting the environment and
building community. It is supported through grants, donations and fees for services.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Accounting

The financial statements of Groundwork Center for Resilient Communities, Inc. have been
prepared on the accrual basis of accounting and, accordingly, reflect all significant
receivables, payables, and other liabiities.

Basis of Presentation

The Center reports its financial position and activities based on the existence or absence of
donor-imposed restrictions.  Accordingly, net assets of the Organization and changes
therein are classified and reported according to three classes of net assets: unrestricted,
temporarily restricted and permanently restricted net assets.

The financial statements include certain prior-year summarized comparative information in
total but not by asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with Groundwork Center for Resilient Communities,
Inc’s financial statements for the year ended September 30, 2016, from which the
summarized information was derived.

Revenue Recognition

Grant revenues for exchange transactions, i.e. purchases of goods and services, are
recognized as revenue when earned. If grant revenues are paid in advance, the
Organization records the collection as unearned revenues.

Contributions, including unconditional promises to give, are recognized as revenues in the
period received. Conditional promises to give are recognized when the conditions on which
they depend are substantially met. The Organization records donations of noncash assets at
their appraised or fair value at the date of gift.

All contributions are considered to be available for unrestricted use unless specifically
restricted by the donor. Amounts received that are designated for future periods or restricted
by the donor for specific purposes are reported as temporarily or permanently restricted
support that increases those net asset classes. When a temporary restriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in
the statement of activities as net assets released from restrictions.

-B-



GROUNDWORK CENTER FOR RESILIENT COMMUNITIES, INC.
NOTES TO FINANCIAL STATEMENTS

for the year ended September 30, 2017

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
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.

Fixed Assets

Furniture, fixtures and equipment are stated at cost for purchased items and market value at
the date of donation for donated items. Depreciable assets are being depreciated over their
estimated useful lives using the straight-line method. Generally, the QOrganization
capitalizes all expenditures for fixed assets in excess of $1,000. Depreciation expense of
$6,154 has been recorded in the statement of activities for the year ended September 30,
2017.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Organization considers all highly liquid
investments available for current use with an initial maturity of less than ninety days to be
cash equivalents. At September 30, 2017, all cash in bank is FDIC insured.

Expense Allocation

The costs of providing various programs and other 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.

Donated Services

Donated services are recognized as contributions if the services (a) create or enhance
nonfinancial assets or (b) require specialized skills, are performed by people with those
skills, and would otherwise be purchased by the Organization. In addition, volunteers
provide program assistance and fundraising services to the Organization. However, all
contributions received did not meet the criteria to be recognized in the financial statements.

Advertising
Promotion and advertising costs totaled $30,228 for the year ended September 30, 2017.



GROUNDWORK CENTER FOR RESILIENT COMMUNITIES, INC.
NOTES TO FINANCIAL STATEMENTS

for the year ended September 30, 2017

NOTE C - LINE OF CREDIT:

The Organization has a revolving line of credit with a bank in the amount of $75,000. The
line of credit is available to finance current operations as needed, and advances carry an
interest rate of 5.5 percent. At September 30, 2017, no advances were outstanding under
the revolving line of credit.

NOTE D - OPERATING LEASE:
The Organization leases office space in downtown Traverse City. Their current lease will

expire on December 30, 2019. Rent expense for the year totaled $64,963. Following is an
annual rental schedule:

Annual
Year Rents
2018 64,125
2019 65,625
2020 16,500

NOTE E — EMPLOYEE BENEFITS:

The Organization has a Simple IRA retirement plan. The Organization matches employee
contributions of up to 3 percent of qualified wages. The Organization’s contribution to the
plan totaled $17,120 for the year.

In 2010, the Organization adopted a health savings account (HSA} benefit for employees
covered by the Organization's qualified high-deductible health insurance plan. The HSA is
funded only by contributions from employees each plan year.

NOTE F — INCOME TAX STATUS:

The Organization is a nonprofit organization that is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and classified by the Internal Revenue Service as
other than a private foundation. The Organization believes that its income tax filing
positions will be sustained upon examination and does not anticipate any adjustments that
would result in a material adverse affect on the Organization’s financial condition, results of
operations, or cash flows. Therefore, the financial statements reflect no provision or liability
for federal income tax. The Organization’s tax filings are no longer subject to examination
for years prior to September 30, 2014.

NOTE G - DATE OF MANAGEMENT’S REVIEW:
In preparing the financial statements, the Organization has evaluated events and

transactions for potential recognition or disclosure through April 23, 2018, the date that the
financial statements were available to be issued.
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GROUNDWORK CENTER FOR RESILIENT COMMUNITIES, INC.
NOTES TO FINANCIAL STATEMENTS

for the year ended September 30, 2017

NOTE H - COMMITMENTS:

The Organization has contracted to provide services on various grants in progress. At
September 30, 2017, amounts received in advance that have not been spent by year end
have been recorded as unearned revenues totaling $387,151 in the Statement of Financial
Position.

NOTE | - LOCAL DIFFERENCE, LLC:

Local Difference, LLC is a wholly owned limited liability company established to promote the
sale and production of food in a common area; providing better quality products and
sustainability for the local food producers. The financial information of Local Difference, LLC
has been included with the activities of Groundwork in the financial statements. All
transactions between the two entities that are reported in their individual financial
information have been eliminated.

NOTE J — BENEFICIAL INTEREST IN NET ASSETS OF COMMUNITY FOUNDATION:

In 2017, Groundwork transferred $25,049 to the Grand Traverse Regional Community
Foundation (the Foundation) to establish an Endowment Fund (the Fund). Under the terms
of the agreement, the governing board of Groundwork reserves the right to recommend to
the Trustees of the Foundation as to the distribution of net income from the Fund according
to the spending policy of the Foundation. The principal of the Fund shall remain intact and
not be subject to distribution. At the time of the transfer, Groundwork granted variance
power to the Foundation, which gives the Foundation the right to distribute the income to
another organization, if Groundwork ceases to exist. These transfers have been recorded as
an interest in net assets of community foundation totaling $25,049. This represents the
transfers made by Groundwork plus the pro rata increase or decrease in market value of the
funds. As determined by the Foundation, distributable income is available to Groundwork as
unrestricted revenues and is recorded when received.



GROUNDWORK CENTER FOR RESILIENT COMMUNITIES, INC.

SCHEDULE OF FUNCTIONAL EXPENSES

for the year ended September 30, 2017

(with comparative totals as of September 30, 2018)

Salaries and wages
Employee benefits
Payroll taxes

Printing and postage

Insurance

Meetings and professional development
Occupancy

Contracted services

Conferences and workshops
Telephone

Computer services

Travel

Office supplies

Promotion

Bank charges
Memberships and dues
Depreciation
Miscellaneous

Total expenses

The accompanying notes are a part of the financial statements.

PROGRAM SERVICES

FOOD & THRIVING

FARMING  COMMUNITIES ENERGY TOTAL
$ 453460 9 95,571 & 175466 § 724,497
33,606 12,610 23,236 69,452
40,075 7,800 14,475 62,350
57,832 304 5,630 63,666
9,203 - 636 9,839
17,212 1,086 1,236 19,544
25,284 8,876 16,641 50,801
208,256 26,994 132,006 367,255
24,780 215 23,384 48,379
4,790 892 2,272 7,954
3,051 253 3,726 7,030
24,210 72 4,639 28,921
8,505 1,034 7,628 17,067
18,627 10 5,087 23,624
1,766 - 1,031 2,797
9,457 1,378 2,418 13,254
320 - - 320
3 940,334 § 157,106 §& 419311 & 1,516,750
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SUPPORTING SERVICES 2017 2016

ADMINISTRATIVE TOTAL ALL TOTAL ALL
& GENERAL FUNDRAISING TOTAL EXPENSES EXPENSES
$ 4,931 $ 138,911 $ 143,442  $ 867939 % 773,755
8,861 24,138 33,128 102,581 96,5692
1,450 11,090 12,640 74,890 67,538
178 31,482 31,660 85,326 37,604
977 318 1,295 11,134 5515
2,628 3,919 6,547 26,091 27,548
6,656 16,568 23,224 74,025 74,488
3,043 15,991 19,934 387,189 254,559
083 1,081 2,064 50,443 35,562
669 2,865 3,534 11,488 8,460
3,617 888 4,605 11,635 12,827
610 2,088 2,698 31,619 20,434
3,298 2,629 5927 22,994 20,017
- 6,604 6,604 30,228 18,370
101 1,527 1,628 4,425 2,428
859 3,372 4,231 17,485 16,556
6,154 - 6,154 6,154 5,310
941 - 941 1,261 1,064
$ 46,986 $ 263,171 $ 310,157 % 1,826,907 $ 1,478,629
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