Bethlehem Center of Charlotte, Inc.
Financial Report
For the Year Ended
December 31, 2017

BETHLEHEM CENTER OF CHARLOTTE, INC.

TABLE OF CONTENTS
Page No.
INDEPENDENT AUDITORS’ REPORT .........................................................................

1

FINANCIAL STATEMENTS
Statements of Financial Position ..................................................................................

3

Statements of Activities and Changes in Net Assets ...................................................

4

Statements of Cash Flows ...........................................................................................

5

Statements of Functional Expenses .............................................................................

6

Notes to Financial Statements .....................................................................................

7

OTHER FINANCIAL INFORMATION
Statement of Other Expenses ......................................................................................

18

COMPLIANCE SECTION
Independent Auditor’s Report On Internal Control Over Financial Reporting and
On Compliance and Other Matters Based on An Audit of Financial Statements
Performed in Accordance With Government Auditing Standards ..............................

19

Independent Auditor’s Report On Compliance For Each Major
Program And Internal Control Over Compliance Required By The Uniform
Guidance ....................................................................................................................

21

Schedule of Findings and Questioned Costs ...............................................................

23

Corrective Action Plan ..................................................................................................

25

Schedule of Expenditures of Federal Awards ..............................................................

26

Notes to the Schedule of Expenditures of Federal Awards ..........................................

27

A SW

A N D E R SO N SM I T H & W I K E

PLLC

Certified Public Accountants
INDEPENDENT AUDITORS’ REPORT
Board of Directors
Bethlehem Center of Charlotte, Inc.
Charlotte, North Carolina
Report on the Financial Statements
We have audited the accompanying financial statements of Bethlehem Center of Charlotte, Inc.(the
“Center”) (a nonprofit organization), which comprise the statement of financial position as of December 31,
2017 and the related statement of activities, functional expenses, and the 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 the 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 the financial statements that are free from material misstatement, whether due to fraud or
error.
Auditors’ 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 and the standards applicable to the 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 auditors’ 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 principles 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.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Center as of December 31, 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 Center’ 2016 financial statements, and we expressed an unmodified opinion on
those audited financial statements in our report dated May 5, 2017. In our opinion, the summarized comparative
information presented herein as of and for the year ended December 31, 2016, is consistent, in all material
respects, with the audited financial statements from which it has been derived.
Other Matters
Other Information
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
other financial information is presented for purposes of additional analysis and is not a required part of the
financial statements. The schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also not a required part of
the financial statements.
The other financial information and the schedule of expenditures of federal awards are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. Such 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 the auditing standards
generally accepted in the United States of America. In our opinion, the other financial information and the
schedule of expenditures of federal awards are fairly stated in all material respects in relation to the financial
statements as a whole.
Other Reporting Required by Government Auditing Standards
In accordance the Government Auditing Standards, we have also issued our report dated May 14, 2018, on our
consideration of the Center’s internal control over financial reporting and 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 preformed in accordance with Government Auditing Standards in
considering the Center’s internal control over financial reporting and compliance.

Gastonia, North Carolina
May 14, 2018
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BETHLEHEM CENTER OF CHARLOTTE, INC.
STATEMENTS OF FINANCIAL POSITION
December 31, 2017 and 2016
2017

2016

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Investments
Due from grantors
Other receivables
Other assets

$

Total current assets
BENEFICIAL INTEREST IN ASSETS HELD BY OTHERS
PROPERTY AND EQUIPMENT, at cost
less accumulated depreciation
OTHER ASSETS, non-current
Total assets

174,737
32,000
482,794
102,227
26,041

$

226,702
32,000
401,697
58,901
4,333

817,799

723,633

101,853

93,501

1,752,626

1,812,579

12,157

-

$ 2,684,435

$ 2,629,713

$

$

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable
Accrued expenses
Deferred revenue
Line of credit
Current maturities of capital lease
Current maturities of long-term debt
Total current liabilities
LONG-TERM DEBT, less current maturities
NET ASSETS
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

See notes to the financial statements.

404,087
160,598
33,000
43,180

304,902
121,092
40,000
2,358
42,320

640,865

510,672

1,130,245

1,173,696

670,726
184,223
58,376

697,756
189,213
58,376

913,325

945,345

$ 2,684,435

$ 2,629,713
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BETHLEHEM CENTER OF CHARLOTTE, INC.
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
Years Ended December 31, 2017 and 2016
2017

SUPPORT AND REVENUES
Contributions
Grants from governmental
agencies
In-kind support
Investment return
Other revenue, net of
adjustments

Unrestricted

Temporarily
Restricted

Permanently
Restricted

$

$

$

180,139

20,619

-

Total

$

200,758

Total 2016

$

147,082

6,987,835
1,663,661
15,704

-

-

6,987,835
1,663,661
15,704

6,943,064
1,567,428
8,280

165,014
9,012,353

20,619

-

165,014
9,032,972

158,740
8,824,594

NET ASSETS RELEASED
FROM RESTRICTIONS
Total support and revenues

25,609
9,037,962

(25,609)
(4,990)

-

9,032,972

8,824,594

EXPENSES
Program services
Supporting services
Total expenses

8,026,814
1,038,178
9,064,992

-

-

8,026,814
1,038,178
9,064,992

7,861,550
1,070,961
8,932,511

(4,990)

-

(32,020)

58,376

945,345

CHANGE IN NET ASSETS

(27,030)

NET ASSETS, beginning of year

697,756

189,213

670,726

$ 184,223

NET ASSETS, end of year

$

See notes to the financial statements.

$

58,376

$

913,325

(107,917)
1,053,262
$

945,345
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BETHLEHEM CENTER OF CHARLOTTE, INC.
STATEMENTS OF CASH FLOWS
Years Ended December 31, 2017 and 2016

2017
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by (used) in operating activities
Depreciation
Net change in investments
(Increase) decrease in operating assets:
Due from grantor
Other receivables
Other assets
Accounts payable
Accrued expenses
Deferred revenue

$

Net cash provided (used) in operating
activities
CASH FLOWS FROM INVESTING ACTIVITIES
Net change in beneficial interest in trust
Purchase of property and equipment
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term debt
Principal payments on long-term debt
Net recipts (payments) on line of credit
Principal payments on capital lease

2016

(32,020)

$ (107,917)

106,754
(13,126)

112,414
(8,280)

(81,097)
(43,326)
(33,865)
99,185
39,506
(40,000)

(74,316)
(35,676)
8,704
38,582
(6,537)
34,444

2,011

(38,582)

4,774
(46,801)

7,481
(21,924)

(42,027)

(14,443)

(42,591)
33,000
(2,358)

1,220,000
(1,066,943)
(75,051)
(6,363)

Net cash provided (used) by financing
activities

(11,949)

71,643

Net increase (decrease) in cash and cash equivalents

(51,965)

18,618

226,702

208,084

Cash and cash equivalents:
Beginning
Ending
SUPPLEMENTAL DISCLOSURE OF CASH FLOWS INFORMATION
Cash payments for interest

See notes to the financial statements.

$

174,737

$

226,702

$

52,302

$

83,490
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BETHLEHEM CENTER OF CHARLOTTE, INC.
STATEMENTS OF FUNCTIONAL EXPENSES
Years Ended December 31, 2017 and 2016

Head Start
Salaries and wages
Fringe benefits
Supplies
Repairs & maintenance
Food program expenses
Travel
Training
Utilities
Insurance
Contractual services
Other expenses
Total other expenses
Depreciation

$ 2,962,646
584,708
128,507
240,190

Early Head
Start
$

605,872
104,733
54,463
67,314

66,768
41,272

32,423
5,619

43,626
97,821
2,010,658

3,883
39,174
46,672

6,176,196

960,153

22,736

-

Head Start
USDA
$

25,271
3,497
309,995
722
339,485
-

Program Services
Out of
Behaviorial
School Time
Out of
City of
Health
School Time
Charlotte
Department
$

96,852
10,952
13,694
11,616

$

33,170
10,224
4,620
-

$

61,510
13,507
589
1,989

Supporting
Services

NC Pre-K
$

91,615
16,099
3,837
-

Other
Programs
$

Total

41,342
4,634
12,324
1,642

$ 3,918,278
748,354
218,034
322,751

Management
and General
$

Total

690,517
88,522
10,522
22,696

$ 4,608,795
836,876
228,556
345,447

1,021
1,693

657

9,764

-

540
677

309,995
722
100,752
59,682

5,503
12,715

309,995
722
106,255
72,397

4,820
14,168
6,200

5,970
4,711

2,802
9,921

-

173
29,254
5,657

52,502
189,189
2,083,819

7,257
116,428

59,759
189,189
2,200,247

161,016

59,352

100,082

96,243

8,004,078

954,160

8,958,238

22,736

84,018

106,754

-

-

111,551

-

-

-

Total 2017 expenses

$ 6,198,932

$

960,153

$ 339,485

$ 161,016

$

59,352

$ 100,082

$ 111,551

$

96,243

$ 8,026,814

$

1,038,178

$ 9,064,992

Total 2016 expenses

$ 6,061,632

$

959,949

$ 335,338

$ 181,147

$

90,765

$

$

$

70,608

$ 7,861,550

$

1,070,961

$ 8,932,511

See notes to the financial statements.

89,218

72,893
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BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Business
Bethlehem Center of Charlotte, Inc. (the “Center”) is a not-for-profit agency for the daily care and
benefit of both children and adults in the city of Charlotte, North Carolina.
Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America. Net
assets, revenues, expenses, gains and losses are classified based on the existence or absence of
donor-imposed restrictions. Accordingly, net assets and changes therein are classified and reported
as follows:
Unrestricted net assets consist of net assets which can be both undesignated and designated in
nature. Undesignated, unrestricted net assets are those currently available for use in the day-to-day
operations of the Center and those resources invested in property and equipment. From time-to-time,
the Board of Directors may designate certain amounts to meet specific objectives of the Center.
There was $15,575 designated from unrestricted net assets at December 31, 2017.
Temporarily restricted net assets consist of net assets subject to donor-imposed stipulations that will
be met either by actions of the Center and/or the passage of time. 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. If a restriction is fulfilled in the same time period in which the net
assets are received, the amounts are reported as unrestricted net assets.
Permanently restricted net assets consist of net assets subject to donor-imposed stipulations, and
they are to be maintained permanently by the Center. Generally, the donors of these assets permit
the Center to use all or part of the income earned on any related investments for general or specific
purposes.
Cash and Cash Equivalents
The Center considers any highly liquid debt instruments purchased with an original maturity of three
months or less to be cash equivalents.
Investments
Investments in marketable securities with readily determinable fair values and all investments in debt
securities are valued in the statement of financial position at their fair value. Fair value is determined
by reference to exchange or dealer-quoted market prices. If a quoted market price is not available,
fair value is estimated using quoted market values similar investment securities. Donated
investments are recorded at fair value at the date of receipt of the contribution.
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BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Receivables
Receivables consist of grant and other receivables and are stated at cost less an allowance for
doubtful accounts. The allowance is management’s best estimate of the amounts that will not be
collected based on credit worthiness, current economic conditions and other factors. The Center
does not charge interest on past due receivables.
Beneficial Interest in Assets Held by Others
The Center recognizes its unconditional right to specified cash flows from an endowment fund
established for the sole benefit of the Center that is held by the Foundation for the Carolinas. This
asset is measured at the fair value of the underlying securities based on quoted market prices.
Property and Equipment
Property and equipment are stated at cost. Depreciation of property is computed on the straight-line
method over the estimated useful lives:
Buildings and improvements
Equipment
Furniture and fixtures
Transportation equipment

10 to 40 years
3 to 15 years
5 to 7 years
5 years

The costs of major improvements are capitalized, while the costs of maintenance and repairs, which
do not improve or extend the life of the respective asset, are expensed currently. The cost and
accumulated depreciation of the property and equipment are eliminated from the accounts upon
disposal, and any resulting gain or loss is included in revenue and expense. Long-lived assets held
and used by the Center are reviewed for impairment whenever changes in circumstances indicate the
carrying value of an asset may not be recoverable.
Under the terms of the various grants, the Center may be prohibited from liquidating certain property
and equipment acquired with grant monies.
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BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue
A significant portion of the Center’s revenue and support is obtained through grants administered by
various federal, city and state agencies. The Center recognizes this revenue either on prorated basis
over the term of the grant or to the extent of expenses incurred. The method of revenue recognition is
determined based on the terms of the grant.
Any of the funding sources may, at their discretion, request reimbursement for expenses or return of
funds, or both as a result of the Center’s noncompliance with the terms of the grant.
Income Taxes
The Center is a non-profit organization as defined by the Internal Revenue Code Section 501(c)(3)
and, accordingly, is not subject to federal or state income taxes.
The Center adopted the provisions of FASB ASC 740 on January 1, 2009. Under ASC 740, the
Center must recognize the tax benefit associated with tax positions taken for tax return purposes when
it is more-likely-than-not that the position will be sustained. The adoption of ASC 740 had no impact
on the Center’s financial statements. Management of the Center does not believe there are any
material uncertain tax positions and accordingly, has not recognized any liability for unrecognized tax
benefits. Additionally, the Center has filed Internal Revenue Service Form 990 tax returns as required
and all other applicable returns in those jurisdictions where it is required. However, the Center is still
open to examination by taxing authorities for year 2014 forward.
Donated Property and Materials
Property and/or materials received as a gift are recorded at fair value at the date of receipt of the
contribution.
Donated Services
The Center records contributed services if the services received create or enhance long-lived assets
or require specialized skills, are provided by individuals possessing those skills, and would typically
need to be purchased if not provided by donation.
A number of unpaid volunteers, who serve in the capacity of Board members and various volunteer
assistants, have made significant contributions of their time in the furtherance of the Center’s
programs. The value of this contributed time is not reflected in these financial statements since it
does not meet the above recognition criteria.
In-Kind Support
The Center records various types of in-kind support including contributed facilities, professional
services, goods and materials.
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BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America (“GAAP”) requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
Financial Instruments
The Center estimates the fair value of its lines of credit and all other financial instruments to be equal
to the book value reflected in the accompanying financial statements because of the current nature of
these instruments.
Concentration of Credit Risk
Financial instruments that potentially expose the Center to concentrations of credit risk consist
principally of cash and cash equivalents and receivables. The Center maintains its cash on deposit
with federally insured financial institutions located in North Carolina. Accounts at the institutions are
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. Periodically, the
Center may have cash balances in excess of FDIC insured limits.
Subsequent Events
The Company has evaluated its subsequent events (occurring after December 31, 2017) through May
14, 2018 which represents the date the consolidated financial statements were available to be issued.

NOTE B – PRIOR YEAR SUMMARIZED INFORMATION
The financial statements include certain prior year summarized comparative information in total but not
by net asset class. Such information does not include sufficient detail to constitute a presentation on
conformity with accounting principles generally accepted in the United States of America. Accordingly,
such information should be read in conjunction with the Center’s financial statements for the year
ended December 31, 2016, from which the summarized information was derived.
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BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE C – FAIR VALUE MEASUREMENT
Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 820, Fair Value
Measurements and Disclosures, provides the framework for measuring fair value. That framework
provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical
assets or liabilities (level 1 measurements) and the lower priority to unobservable inputs (level 3
measurements). The three levels of the fair value hierarchy under FASB ASC 820 are described as
follows:
•
•

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the plan has the ability to access.
Level 2: Inputs to the valuation methodology include:
o quoted prices for similar assets or liabilities in active markets;
o quoted prices for identical or similar assets or liabilities in inactive markets;
o inputs other than quoted prices that are observable for the asset or liability;
o inputs that are derived principally from or corroborated by observable market data by
correlation or other means
If the asset or liability has specified (contractual term, the level 2 input must be
observable for substantially the full term of the asset or liability.

•

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’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 used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.
Following is a description of the valuation methodologies used for assets measured at fair value.
There has been no change in the methodologies used at December 31, 2017 and 2016.
Money Market Funds
Valued at $1 per share.
Common Stocks and Treasury Obligations
Valued at the closing price reported on the active market on which the individual obligations are
traded.
Mutual Funds
Valued at net asset value (NAV) of shares held by the plan at the end of the year.
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BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE C – FAIR VALUE MEASUREMENTS (Continued)
The investment in a beneficial interest in a trust is valued on the underlying investments held by the
Foundation of the Carolinas. It consists of investments valued at quoted market prices, values based
on fund management’s estimates based on certain valuation methods such as cash flow analysis and
other valuing methods based on income or other relevant information.
The methods preceding described above may produce a fair value calculation that may not be
indicative of the net realizable value or reflective of future fair values. Furthermore, although the
Center believes its valuation methods are appropriate and consistent with other market participants,
the use of different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different value measurement at the reporting date.
The following table sets forth by level, within the fair value hierarchy, the plan’s assets at fair value as
of December 31, 2017 and 2016.
As of December 31, 2017
Level 2
Level 3

Level 1
Mutual funds
Money market
Treasury obligations
Beneficial interest in
assets held by others
Total

$

--32,000

$

-$

32,000

Total

$

$

--

----

$

101,853
$

101,853

--32,000

$

32,000

----

$

-$

12

--

----

$

93,501

133,853

Fair Value
$

93,501
$

--32,000
101,853

As of December 31, 2016
Level 2
Level 3

-$

$

--

Level 1
Mutual funds
Money market
Treasury obligations
Beneficial interest in
assets held by others

----

Fair Value

--32,000
93,501

$

125,501

BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE C – FAIR VALUE MEASUREMENTS (Continued)
The following table sets forth a summary of changes in the fair value of the fund’s level 3 assets for
the year ended December 31, 2017.
Level 3
For the Year Ended December 31, 2017
Beneficial interest in assets held by others
Beginning balance
Purchases, sales, transfers, issuances
And settlements, net

$

93,501
(4,774)

Realized and unrealized gains (losses)

13,126
$

101,853

NOTE D – PROPERTY AND EQUIPMENT
Property and equipment are comprised of the following at December 31, 2017 and 2016:
2017
Land and buildings
Equipment
Furniture and fixtures
Software
Transportation equipment

$

2,854,689
195,617
214,381
4,500
475,284
3,744,471
1,991,845

$

2,854,689
224,762
195,650
4,500
698,075
3,977,676
2,165,097

$

1,752,626

$

1,812,579

Less accumulated depreciation
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2016

BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE E – OPERATING LEASES
The Center has several cancelable operating leases, primarily for the rental of space with respect to
its various programs. Cancellation without penalty for these requires advance notice varying from 30
to 60 days. Rental expenses for these leases were approximately $137,000 and $98,000 for the years
ended December 31, 2017 and 2016, respectively.
Future minimum payments under these lease agreements are as follows for the years ended
December 31:
2018
2019
2020
2021
2022

$

278,000
227,000
159,000
163,000
14,000

$

841,000

NOTE F – DONATED USE OF SPACE AND SERVICES
In connection with the administration of the Head Start Grant, the Center is required to generate either
a cash match from program service fees or to generate and recognize in-kind program revenue and
expenditures. The Center’s in-kind revenues and expenses arise principally from donated use of
space and donated time.
The Center’s in-kind revenues that meet the criteria for recognition in the financial statements are
comprised of:
Donated use of space
Donated goods and materials
Donated professional services

$

1,606,763
2,487
54,411

$

1,663,661

The Center’s other programs also rely heavily on volunteer services which do not meet the recognition
criteria described in Note A. The value of this contributed time associated with programs other than
H.H.S. Head Start Program is not reflected in these financial statements since it is not susceptible to
objective measurement or valuation.
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BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE G – INDIRECT COSTS
In accordance with requirements from certain grant agreements, the Center has developed an indirect
cost program under which costs incurred in one activity may be allocated to other activities. Indirect
costs for 2017 were approximately $948,000. Revenues related to the Center’s indirect cost program
have been eliminated against indirect cost expenses of the same amount in the accompanying
financial statements.

NOTE H – RETIREMENT PLAN
The Center has a contributory retirement annuity plan covering substantially all of its employees. The
center contributes up to 50% of the employee’s salary deferral up to 6% for a maximum contribution of
3% of the employee’s salary. Employees make contributions within a limit based on age and salary.
Expenses for 2017 and 2016 include contributions made by the Center totaling approximately $24,000
and $19,000, respectively.

NOTE I – LINE OF CREDIT
During 2017 and 2016, the Center drew on its various bank lines of credit. The various lines, which
provide for maximum borrowings of $450,000, with interest rates ranging from LIBOR plus 2.75% and
Prime plus 1% and are unsecured. The balance at December 31, 2017 and 2016 was $33,000 and
$0.
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BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE J – LONG-TERM DEBT
Long-term debt as of December 31, 2017 and 2016 consists of the following:

Note payable to Capital Bank, due in 60 monthly
Installments of $7,397 including interest at 3.95% with a
ballon payment due in November 2021. Secured by real
estate and substantially all other assets.
Less current maturities
$

2017

2016

1,173,425
1,173,425
43,180

1,216,016
1,216,016
42,320

1,130,245

$

1,173,696

The Capital Bank note includes an early termination penalty.

Aggregate annual maturities required on long-term debt December 31, 2017 are as follows:

2019
2020
2021

$

44,917
46,724
1,038,604

$

1,130,245

NOTE L – CONTINGENCIES AND CONCENTRATIONS
The Center’s support and revenue relate principally to grant funds and contributions. The funds
received from federal government agencies for the Head Start grant represents approximately 74%
and 71% of all support and revenue received during 2017 and 2016, respectively. Should any funding
sources reduce grant monies available to the Center, the impact of such reductions on the Center’s
operations could be significant.

16

BETHLEHEM CENTER OF CHARLOTTE, INC.
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2017

NOTE M – RESTRICTED NET ASSETS
Temporarily restricted net assets are available for the following purposes:
Property and development
Thanksgiving
Christmas
Golf
Foundations of the Carolinas

$

136,095
1,684
1,592
1,375
43,477

Total temporarily restricted net assets

$

184,223

Temporarily restricted assets for property development are designated for renovations, architectural
plans, purchases and major facilities cost for the main building located at 2705 Baltimore Avenue and
Sharon Amity location.
Permanently restricted assets consist of an endowment fund held by the Foundation for the Carolinas
for the sole benefit of the Center. The purpose of the endowment fund is to hold and invest assets,
the earnings on which may be used to support operating cash flows of the Center. At December 31,
2017, the value of the permanently restricted balance equals $58,376 with the remainder $43,477 is
classified as temporarily restricted.
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OTHER FINANCIAL INFORMATION

BETHLEHEM CENTER OF CHARLOTTE, INC.
STATEMENT OF OTHER EXPENSES
Year Ended December 31, 2017

Head Start
Technology services
Conferences
Dues and subscriptions
In-kind expenditures
Interest expense
Miscellaneous
Printing and reproduction
Professional fees
Rent and facilities
Telephone
Field trip expense
Vehicle expense
Total expenses

$

-

Early Head
Start
$

1,663,661
-

-

Head Start
USDA
$

-

Program Services
Out of
School Time
Behavioral
Out of
City of
Health
School Time
Charlotte
Department
$

-

$

-

$

-

Supporting
Services

NC Pre-K
$

-

Other
Programs
$

-

Total
$

-

Management
and General
$

-

Total
$

-

-

-

-

-

-

-

1,000

1,663,661
1,000

52,032
145

1,663,661
52,032
1,145

2,723
-

7,691
-

-

-

-

-

-

2,488
-

12,902
-

24,868

12,902
24,868

272,461
42,625
29,188

25,646
6,622
6,713

-

1,345
3,594
1,261

222
4,489
-

2,451
6,681
789

-

222
1,802
145

302,125
61,546
4,489
38,096

12,609
26,425
349

314,734
87,971
4,489
38,445

5,657

$ 2,083,819

116,428

$ 2,200,247

$ 2,010,658

$

46,672

$

-

$

6,200

$

4,711

$

9,921

$

-

$

$
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Certified Public Accountants
Independent Auditor’s Report On Internal Control Over Financial Reporting and On Compliance
And Other Matters Based on an Audit of Financial Statements Performed
In Accordance With Government Auditing Standards

To the Board of Directors
Bethlehem Center of Charlotte, Inc.
Charlotte, North Carolina
We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to the financial audits in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of
Bethlehem Center of Charlotte, Inc. (the “Center”) ( nonprofit organization), which comprise the
statement of financial position as of December 31, 2017, and the related statements of activities,
and cash flows for the year then ended, and the related notes to the financial statements, and have
issued our report thereon dated May 14, 2018.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Center’s
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Center’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Center’s
internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Center’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Center’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Center’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Gastonia, North Carolina
May 14, 2018
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Certified Public Accountants
Independent Auditor’s Report On Compliance For Each Major Program And
On Internal Control Over Compliance Required By The Uniform Guidance

To the Board of Directors
Bethlehem Center of Charlotte, Inc.
Charlotte, North Carolina
Report on Compliance for Each Major Program
We have audited the Bethlehem Center of Charlotte, Inc., compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material
effect on each of its major federal programs for the year ended December 31, 2017. The
Bethlehem Center of Charlotte, Inc.’s major program is identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.
Management’s Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts,
and grants applicable to its federal programs.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance for each of Bethlehem Center of
Charlotte, Inc.’s major federal programs based on our audit of the types of compliance requirements
referred to above. We conducted our audit of compliance in accordance with the auditing
standards generally accepted in the United States of America: the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States: and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about Bethlehem
Center of Charlotte Inc.’s compliance with those requirements and performing such other
procedures, as we consider necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our opinion does not provide a legal determination on Bethlehem
Center of Charlotte Inc.’s compliance.
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Opinion on Each Major Federal Program
In our opinion, the Bethlehem Center of Charlotte, Inc. complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended December 31, 2017.
Report on Internal Control Over Compliance
Management of the Bethlehem Center of Charlotte, Inc., is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the Bethlehem Center of Charlotte,
Inc.’s, internal control over compliance with the types of requirements that could have a direct and
material effect on a major federal program to determine the auditing procedures that are appropriate in
the circumstances for the purpose of expressing our opinion on compliance for each major program and
to test and report on the internal control over compliance in accordance with the Uniform Guidance, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the Bethlehem Center of Charlotte,
Inc.’s internal control over compliance.
A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control, yet important enough to merit attention by those charged with governance.
Our consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.
The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Gastonia, North Carolina
May 14, 2018
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Bethlehem Center of Charlotte, Inc.
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2017

Section I. Summary of Auditors’ Results
Financial Statements
Type of auditors’ report issued: Unmodified
`
Internal control over financial reporting:
•

Material weakness(es) identified?

yes

X no

•

Significant Deficiency(s) identified that are
not considered to be material weaknesses?

yes

X none reported

yes

X no

Noncompliance material to financial statements noted?
Federal Awards

Type of auditor’s report issued on compliance for major programs: Unmodified
•

Material weakness(es) identified?

yes

X no

•

Significant Deficiency (s) identified that are
not considered to be material weaknesses?

yes

X none reported

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)

yes

X no

Identification of major federal programs:
CFDA Numbers

Names of Federal Program or Cluster

93.600

U.S. Department of Health and Human
Services Head Start Program

Dollar threshold used to distinguish
between Type A and Type B Programs:

$

Auditee qualified as low-risk auditee?

yes
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750,000
X no

Bethlehem Center of Charlotte, Inc.
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2017

Section II. Financial Statement Findings
None reported
Section III. Federal Award Findings and Questioned Costs
None reported
Section IV. Summary Schedule of Prior Audit Findings
None reported
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Bethlehem Center of Charlotte, Inc.
Corrective Action Plan
For the Year Ended December 31, 2017

Section II. Financial Statement Findings
None reported
Section III. Federal Award Findings and Questioned Costs
None reported
Section IV. Summary Schedule of Prior Audit Findings
None reported
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Bethlehem Center of Charlotte, Inc.
Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2017

Federal/State Grantor Pass-Through
Grantor/Program or Cluster Title
U.S. Department of Health and Human Services (H.H.S.)
Head Start Program
U.S. Department of Agriculture pass-through
North Carolina Department of Public Instruction
Child and adult care food program
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93.600

$

6,654,643

10.558

$

345,601

Bethlehem Center of Charlotte, Inc.
Note to Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2017

1.

Basis of Presentation
The accompanying schedule of expenditures of federal and state awards (SEFSA) includes the
federal grant activity of the Bethlehem Center of Charlotte, Inc. under programs of the federal
government for the year end December 31, 2017. The information in this SEFSA is presented in
accordance with the requirements of Title 2 US Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.
Because the Schedule presents only a selected portion of the operations of Bethlehem Center of
Charlotte, Inc., it is not intended Federal Awards (Uniform Compliance) to and does not present
the financial position, changes in net assets or cash flows of Bethlehem Center of Charlotte, Inc..
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