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INDEPENDENT AUDITORS’ REPORT

The Board of Directors
| Clean Ajr Council
Philadelphia, Pennsylvania

Report on the Financial Statements

[ We have audited the accompanying financial statements of Clean Air Council {a nonprofit
‘1 organization), which comprise the statements of financial position as of June 30, 2013 and 2012, and
the related statements of activities and changes in net assets, 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 staternents 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 Comptrolier General of the United States. Those standards require that we
§ plan and perform the audit to cbtain 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
arror. In making those risk assessments, the auditor considers internal contro! 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 Clean Air Council as of June 30, 2013 and 2012, 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 20,
2014, on our consideration of Clean Air Council’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 tesiing, 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 Clean Air
Council’s internal control over financial reporting and compliance.

Jeban & Abraham, 9.C.
Chalfont, Pennsylvania
March 20, 2014



CLEAN AIR COUNCIL
STATEMENTS OF FINANCIAL POSITION
As of June 30, 2013 and 2012

2013 2012
ASSETS
Current Assets
: Cash $ 667,941 $ 465,286
i Contracts receivable 324,960 524,458
;: Grants and other receivables - 380,000
i Prepaid expenses 2,367 3,088
‘ Total Current Assets 995,268 1,372,832
\ Property and Equipment
i Office equipment 65,544 60,631
‘H Less accumulated depreciation (45,408) (38,369)
i Property and Equipment, Net 20,136 22,262
'
[ Other Assets
Investment, at Failr Market Value 6,889 1956
i Depaosits 5,008 5,008
i Total Other Assets 11,897 6,964
Total Assets § 1027301 $ 1,402,058
| LIABILITIES AND NET ASSETS
l Liabilities
o Current Liabilites
‘ Accounts payable $ 13,110 $ 93,993
Cument pertion of Capital lease obligation 7,392 6,838
Salaries and payroll taxes pavable 42,804 35,996
: Deferred revenue - 400
Due to other entities 7,034 7,035
: Total Current Liabilities 70,340 144 262
: Long-Term Liabilities
Capital lease obligation - nat of current portion 8,686 16,077
i Net Assets
Unrestricted net assets 664,608 463,435
Temporarily restricted net assets 283,667 778,284
Total Net Assets 948,275 1,241,719
Total Liabilities and Net Assets $ 1,027,301 $ 1,402,058

The accompanying notes are an integral part of these financial statements.
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CLEAN AIR COUNCIL
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Year Ended June 30, 2013

Temporarily
Unrestricted Restricted Total
i
i Revenue and Support
Contract revenue $ 580,071 3 - $ 580,071
Contributions 194,333 121,667 316,000
Memberships 290,279 - 290,279
Miscellanecus 9,180 - 9,180
[nterest and Dividends bh7 - b57
Unrealized gain on marketable securities 4,933 - 4,933
Special events, Net of $108,621 of expenses 39,819 - 39,819
Net assets released from restrictions -
Satisfaction of program requirements 616,284 (616,284) -
Total Revenue and Support 1,735,456 (494,617) 1,240,839
Expenses
Program services 1,300,451 - 1,300,451
Supporting 233,832 - 233,832
Total Expenses 1,534,283 - 1,534,283
Changes in Net Assets 201,173 (494,617) (293,444)
' Net Assets, Beginning of Year 463,435 778,284 1,241,719
|
| Net Assets, End of Year $ 664,608 3 283667 $ 948275

The accompanying notes are an integral part of these financial statements
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CLEAN AIR COUNCIL
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Year Ended June 30, 2012

Temporarily
Unrestricted Restricted Total
{Restated) (Restated)
Revenue and Support

Contract revenue $ 956,379 $ - $ 999,379

Contributions 418,776 728,284 1,147,060

Membershins 285,328 - 285,328

Miscellanecus 105 - 105
: Interest and Dividends 322 - 322
f Unrealized loss on marketable securities (5,301) - 15,301)
‘ Noncash contributions _ 295 - 295
: Special events, Net of $100,511 of expenses 51,859 - 51,859
; Net assets released from restrictions - -
Satisfaction of program requirements 251,583 (251,583) -
: Total Revenue and Support 2,002,346 476,701 2,479,047
" Expenses
i Programm services 1,672,533 - 1,672,533
|' Supporting 226,409 - 226,409
: Total Expenses 1,895,942 - 1,898,942
: Changes in Net Assets 103,404 476,701 580,105
Net Assets, Beginning of Year 360,031 301,583 661,614
Net Assets, End of Year $ 463,435 3 778,284 $ 1,241,719

The accompanying notes are an integral part of these financial statements
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CLEAN AIR COUNCIL
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2013 and 2012

2013 2012
Schedule of Reconciling Increases in
Net Assets to Net Cash Flows from Operating Activities
Increase (Decrease} in net assets $ (293,444) $ 580,105
Noncash expenses, revenues, losses and
gains included in the increase (decrease) in net assets
Depreciation 2,126 8,594
Unrealized loss {gain) on investments (4,933) 5,006
Noncash contributions (28,860) (24,044)
Noncash expenses 28,860 24,044
Adjustments to reconcile increase {decrease)
to net cash flows from operating activities
(Increase) decrease in:
Contracts receivable 199,498 (174,508)
Grant and other receivables 380,000 (380,000)
Prepaid expenses 721 2,306
Deposits - {1,500)
Increase {decrease) in:
Accounts payable {80,883) 59,368
Salaries and payroll taxes payable 6,808 2,794
Due to other entities {1 (18)
Deferred reverue {400} {24.,600)
Net cash provided by cperating activities 209,492 77,547
Cash Flow from Financing Activities:
Payments on capital lease obligation 16,837) {6,326)
Net cash used in financing activities {6,837) 6,326)
Net Increase in Cash 202,655 71,221
Cash, Beginning of the Year 465,286 394,065
‘Cash, End of the Year $ 667,941 $ 465,286
Supplemental Disclosure to Cash Flow Information:
Cash Paid for Interest $ 3,118 3 2,320

The accompanying notes are an integral part of these financial statements.
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1.

2.

CLEAN AIR COUNCIL
NOTES TO FINANCIAL STATEMENTS

Nature of Organization

Clean Air Council {the “Organization”} formerly known as The Delaware Valley Citizens’ Council for Clean
Air, Inc,, is a non-profit organization which was established under the laws of the Commenwealth of
Pennsylvania in June, 1967. The Organization was formed to inform and educate the public concerning the
health, economic and aesthetic effects of air pollution and the technological and legal tools available for its
control. The Clean Air Council promotes understanding of the role of government, (national, state and local)
in the control of air pollution, and to stimulate and support voluntary and official efforts to clean the air. The
Organization has offices in Philadelphia and Harrisburg, Pennsylvania as well as Wilmington, Delaware.

Summary of Significant Accounting Policies

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting and,
accordingly, revenues are recognized when earned and expenses are recorded when incurred.

The Organization follows the recommendations of the Financial Accounting Standards Board in its Accounting
Standard Cedification (ASC) No. 958, Not-for-Profit Organizations, formerly Staternent of Financial
Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. Under ASC No.
958, the Organization is required to report information regarding its financial pesition and activities according
to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets.

Cash and Cash Equivalents

Cash equivalents include cash on hand and in banks. The Organization also considers all highly liquid
investments with a maturity of three months or less when purchased to be cash equivalents.

fnvestments

The Organization carries investments in marketable securities at their readily determinable fair market values at
year end in the statement of financial position. Dividend and interest are recognized as income when eamed.
Realized gains and losses on investments are recognized upon the disposition of the securities. Unrealized
gains and losses are included in the changes in net assets in the accompanying statements or aclivities and
changes in net assets.

Property and equipment - contributed

Donations of property and equipment are recorded as support at their estimated fair value. Such donations
are reported as unrestricted support unless the donor has restricted the donated asset to a specific purpose.
Assets donated with explicit restrictions vegarding their use and contributions of cash that must be used to
acquire property and equipment are reported as restricted support. Absent donor stipulations regerding how
long these donated assets must be maintained, the Organization reports expirations of donor restrictions when
the donated or acquired assets are placed in service as instructed by the donor. The Organization reclassifies
temnporarily restricted net assets to unrestricted net assets at that time.

10



CLEAN AIR COUNCIL
NOTES TO FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies {continued)

Grants and Contributions

Contributions are generally available for unrestricied use in the related year received unless specifically
restricted by the donor. Unconditional promises to give are recorded as received. Unconditional promises to
give, due in the next year, are reflected as current promises to give and are recorded at their net realizable
value. Unconditional promises to give, due in subsequent years, are reflected as long-term promise to give
and are recorded at their net realizable value.

Grants and other contributions of cash and other assets are reported as temporarily restricted support if they
are received with donor stipulations that limit the use of the donated assets. When a donor 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.

Noncash Contributions and Volunteer Services

Contributions of donated noncash assets are recorded at their fair values in the peried received. Contributions
of donated services that require specialized skills and would typically need to be purchased if not provided by
donalions, are recorded at fair values in the period received.

During the vears ended June 30, 2013 and 2012, many individuals volunteered their time and performed a
variety of tasks that assisted the Organization. These services either do not meet the criteria for recognition as
volunteer services or the value of volunteer services meeting the requirement for recognition in the financial
statements was not material and has not been recorded.

Fair Value of Financial Instrumenis

The Organization’s financial instruments consist of cash, short-term receivables and payables, and short-term

note payable, The carying value for all such instruments, considering the terms, approximates fair value at
June 30, 2013 and 2012

Impairment of Long-Lived Assets

The Organization assesses whether there has been impairment in the value of its long-lived assets whenever
evenls or changes In circumnstances indicate that carrying amount of an asset may not be recoverable.
Recoverability of assets io be held and used is measured by a comparison of the carrying amount to the future
net cash flows, undiscounted and without interest, expected 1o be generated by the asset, If such assets are
considered to be impaired, the amount of impairment to be recognized is measured by the amount by which
the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are reported at
the lower of the canying amount or fair value, less costs to sell.

The Organization believed no impairment in the net carmying values of the investments in property and
equipment has occurred for the period presented. '

11



CLEAN AIR COUNCIL
NOTES TO FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)

Restricted and Unrestricted Revenue

Federal awards and contract revenues received are recorded as increases in unresiricted and temporarily
restricted net assets, depending on the existence and/or nature of any funding restrictions.

Funding which is restricted is reported as increases in unrestricted net assels if the reslrictions expire in the
: reporting period in which the revenue is recognized. All other funding is reported as increase in temporarily or
}i permanently restricted net assets, depending on the nature of the restrictions, When a restriction expires,
j temporarily restricted net assets are reclassified to unrestricted net assets and reported in the Statement of
f Activities as net assets released from restrictions.

i . Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles of the
United States of America requires management to makes estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reported period. Actual results
could differ from those estimates.

fncome Taxes

: The Organization is a nonprofit organization and is classified as exempt from taxation under Section 501(c}(3)
of the Internal Revenue Code. In addition, the Organization is exempt from Pennsylvania state income taxes.

Functional Allocation of Expenses

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

3. Property and Equipment
i Property and equipment are carried at cost. Depreciation of property and equipment and amortization of
| leasehold improvements are on the straight-line and accelerated methods. Depreciation has been based on the
i estimated useful lives of the property and equipment.
1 Expenditures for maintenance and repairs are necessary to maintain property and equipment in efficlent
operating condition are charged to operations. Expenditures which increase the useful lives of the assets are

capitalized.

Property and equipment and accumulated depreciation as of June 30, 2013 and 2012, are as follows:

2013 2012
Office Equipment $ 65,544 $ 60,631
Less: Accumulated Depreciation 45,408 38,369
Property and Equipment, Net $ 20,136 $ 22,262

Depreciation expense for the vear ended June 30, 2013 and 2012 was $7,039 and $8,594, respectively.

12



CLEAN AIR COUNCIL
NOTES TO FINANCIAL STATEMENTS

4, Line of Credit

The Organization maintained a $35,000 line of credit with a bank through December 31, 2011. At that time, the
; line was not renewed. Interest was charged at the lender’s prime rate plus 3%.

5. Capital Lease Obligation

The Orgenization maintains long—ferm debt in connection with the capital lease obligations for their copiers.
Long-term debt relating to this lease consists of the following:

2013 2012
Capital lease obligation for copiers. The assets
and corresponding liability under the capital lease
are recorded at the net present value of the lease
amount, Monthly payments of $699, including
imputed interest at 7.8% continue through August,
2015. The obligation is secured by the copiers. $16,078 $ 22,915
Less: Cumrent maturities 7,392 6,838
Longterm portion of capital lease cbligation $ 868 $ 16,077

Following are maturities of the capital lease obligation for each of the remaining years in the lease:

Year Ending
June 30,
2014 $ 7,392
2015 7,991
2016 695

$ 16,078
6. Commitments

The Organization leases it Philadelphia office space with monthly rental payments of $4,284. There are
‘ increases periodically over the lease term which expires on April 30, 2017, The Organization also leases space
| in Hanisburg with monthly payments of $250. This lease is renews automatically for four (4) successive one (1)
year terms unless either party provides notice prior to 60 days of the lease expiration. This lease expires on
April 30, 2014. In addition, the Organization leases space in Delaware with monthly payments $278. Office
i rent expense for the years ended June 30, 2013 and 2012 was $ 59,817 and $61,088, respectively.

The following is a schedule of the future minimum lease payments under the leases:

Year Ending
June 30,
2014 $ 57,228
2015 57,228
2016 58,824
2017 60,408
: Thereafter -
& Total $ 233,658

13



CLEAN AIR COUNCIL
NOTES TO FINANCIAL STATEMENTS

7. Non-Cash Contributions

The Organization received $28,860 and $23,749 worth of promotional, printing and other expense for a special
event during the years ended June 30, 2013 and 2012. The contribution revenue is shown net of expense in

special events on the statement of activities. Since the revenue is equal to the expense, the net effect on the
statement of activities is zero.

8. Special Event

During the years ended June 30, 2013 and 2012, the Organization ran its annual 5K run to promote clean air
and its annual Greenfest Philly street festival to educate people on living sustainably. Revenues and the related
expense from this event are included below:

2013 2012

Gross revenues collected $ 119,580 $ 128621
Non-cash contributions 28,860 23,749
Total Revenues 148,440 152 370
Expense:

Salaries 41,747 21,768
Payroll taxes 2,046 1,133
Program : - 28,124
Consulting 21,230 -
Equipment rental 7,720 -
Meals and lodging 2,750 2,154
Office 8,214 5,819
Office rent 1,686 700
Postage and mailings 325 325
Printing 5,195 123
Promotion 15,683 38,280
Travel 2,025 1,085
Total expenses 108,621 100,511
Net special events revenue $ 39,819 $ 51,859

8. Concentration of Credit Risk

As of June 30, 2013 and 2012, the Organization had depeosits in financial institutions in excess of the amourit
insured by agencies of the federal government. The total excess amounted to $174,281 and $172,031 for the
years end June 30, 2013 and 2012. The Organization has not experienced any losses in such accounts and
believes that it is not exposed to any significant credit risk on cash.

14



CLEAN AIR COUNCIL
NOTES TO FINANCIAL STATEMENTS

10. Temporarily Restricted Net Assets

Temporarily restricted net assets are available for the following purposes:

2013 2012
0] $ 81000 $ 415000
. 00O - 40,000
I - 51,950
0000000 - 15,000
. 91,667 91,667
A 81,000 100,000
0000000000 0o

| 30,000 64,667
Total $ 283667 § 778,284

11. Contract Revenue

The Organization received awards and contracts under the following programs for the years ended
June 30, 2013 and 2012:

2013 2012
$ - $ 401,906
- 48,000
62,200
5,000
43,431 39,091
7,591 -
62,200 -
Total Federal Awards 113,222 556,197
Non-Federal Contracts 466,849 443,182
Total Contract Revenue $ 580,071 $ 999,379

12. Profit Sharing Plan

The Organization maintains a 401(K) plan that covers all eligible employees. Employer contributions are

discreticnary and determined annually by management. There were no contributions for the vears ended
June 30, 2013 and 2012,

13. Date of Management's Review

In preparing the financial statements, the Organization has evaluated the events and transactions for potential

recognition or disclosure through March 20, 2014, the date that the financial statements were available to be
issued ‘



CLEAN AIR COUNCIL
NOTES TO FINANCIAL STATEMENTS

14. Restatement

During the year ended June 30, 2013, it was discovered that the amount of net assets released from
resfrictions was incorrectly recorded resulting in net assets for each fund to be over and understated by

$50,000 for the year end June 30, 2012. Accordingly, the 2012 Statement of Activities has been adjusted
reflect the cosrect amounts.
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JEBRAN & ABRAHAM, pc

Ceriifiad Public Accountants and Business Consuliants

521 Butler Avenue e Chalfont, Pennsylvania 18914
www.JebranCPAs.com

. Telephone; (267) 477-1061
; Fax; (267) 654-1328

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

Board of Directors
i Clean Air Council
: Philadelphia, Pennsylvania

We have audited, in accordance with the 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, the financial statements of Clean Air Council {a nonprofit
: organization), which comprise the statement of financial position as of June 30, 2013, and the related
statements of activities, changes in net assets, functional expenses, and cash flows for the year then ended, and
the related notes to the financial statements, and have issued our report thereon dated March 20, 2014,

' Internal Control Over Financial Reporting

] In planning and performing cur audit of the financial statements, we considered Clean Air Courncil’s internal
? conirol over financial reporting (internal conirol) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Clean Air Council’s internal control. Accordingly, we do not
express an cpinion on the effectiveness of the Organization’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,
misstaternents on a timely basis. A malerial weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstaternent 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, vet
i important encugh to merit attention by those charged with governance,

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in intermnal 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Clean Air Council’s financlal staterments are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
coniracts, 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.
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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 organization’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 organization’s internal control and compliance. Accordingly, this
! communication is not suitable for any other purpecse.

Jebran & (bnaham, P.C.
: Chalfont, Pennsylvania
i March 20, 2014

v
]
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