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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Pine Castle, Inc.
Jacksonville, Florida

We have audited the accompanying financial statements of Pine Castle, Inc. (a non-profit organization),
which comprise the statement of financial position as of September 30, 2017 and the related statements of
activities, functional expenses and cash flows for the year then ended, and the related notes to the
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America, and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Pine Castle, Inc. as of September 30, 2017, and the changes in their net assets and
their cash flows for the year then ended in conformity 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 January 23,
2018, on our consideration of Pine Castle, Inc.’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements, and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the 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 Pine Castle, Inc.’s internal control over
financial reporting and compliance.

Report on Summarized Comparative Information

We have previously audited Pine Castle, Inc.’s 2016 financial statements, and our report dated January
23, 2017 expressed an unmodified opinion on those audited financial statements. 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.

James Knutzen & Associates, C.P.A.’s, P.A.
Jacksonville, Florida
January 23, 2018



ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 2 and 3)
Pledges receivable, net (Note 6)
Accounts receivable:
Open contracts
Medicaid
Inventories
Prepaid expenses and other assets

Total Current Assets

PROPERTY AND EQUIPMENT (Note 4)
Land

Buildings and improvements

Vehicles

Furniture and equipment

Less: Accumulated depreciation
Net Property and Equipment
OTHER ASSETS
Pledges receivable, net (Note 6)
Investments (Note 5)
Investments held by others (Note 2, 5 and 10)
Total Other Assets

TOTAL ASSETS

LIABILITIES AND NET ASSET

CURRENT LIABILITIES

Accounts payable and accrued expenses
Accrued expenses

Line of credit (Note 8)

Notes payable - current (Note 7)

Total Current Liabilities

LONG TERM LIABILITIES
Notes payable (Note 7)

TOTAL LIABILITIES

NET ASSETS

Unrestricted

Board designated (Note 15)
Temporarily restricted (Note 9)

Permanently restricted (Note 10)

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

PINE CASTLE, INC.

STATEMENT OF FINANCIAL POSITION

For the Year Ended September 30, 2017
With Summarized Financial Information

Year Ended Se 2016
For
Comparative
Temporarily ~ Permanently Total Purposes
Unrestricted Restricted Restricted 2017 Only - 2016
$ 342,199 $ 36901 § - $ 379,100 $ 202,841
96,306 - - 96,306 83,867
216,035 - - 216,035 185,469
312,846 - - 312,846 348,993
183,888 - - 183,888 135,791
163,096 - - 163,096 177,287
1,314,370 36,901 - 1,351,271 1,134,248
295,897 - - 295,897 295,897
6,940,798 - - 6,940,798 6,896,887
226,875 - - 226,875 226,875
495,977 495,977 445,808
7,959,547 - - 7,959,547 7,865,467
3,528,634 - - 3,528,634 3,345,503
4,430,913 - - 4,430,913 4,519,964
28,965 - - 28,965 96,601
1,131,620 - 646,155 1,777,775 1,709,056
- - 160,311 160,311 143,857
1,160,585 - 806,466 1,967,051 1,949,514
$690588 $§ 36901 $ 806466 § 7,749235 $ 7,603,726
$ 155,198 $ - $ - 3 155,198 $ 60811
365,219 - - 365,219 357,335
- - - - 89,215
116,413 - - 116,413 118,395
636,830 - - 636,830 625,756
1,339,077 - - 1,339,077 1,455,795
1,975,907 - - 1,975,907 2,081,551
3,954,203 . - 3,954,203 3,707,131
975,758 - - 975,758 975,758
- 36,901 - 36,901 49274
- - 806,466 806,466 790,012
4,929,961 36,901 806,466 5,773,328 5,522,175
$ 6,905,868 $ 36,901 $ 806466 $ 7,749,235 $ 7,603,726

See Notes to Financial Statements.
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PINE CASTLE, INC.

STATEMENT OF ACTIVITIES
For The Year Ended September 30, 2017
With Summarized Financial Information

For The Year Ended 30,2016
For
Comparative
Temporarily Permanently Total Purposes
Unrestricted Restricted Restricted 2017 Only - 2016
REVENUE AND PUBLIC SUPPORT
Revenue
State of Florida - Medicaid $3,176249 § - $ - $ 3176249 § 3,068,129
State of Florida - Other 141,134 - - 141,134 144,613
Workshop income 1,564,786 - - 1,564,786 1,524,291
Program fees 420,363 - - 420,363 455,547
Gain on sale of property and equipment 3,000 - - 3,000 -
Other 28,281 - - 28,281 31,414
Total Revenue 5,333,813 - - 5,333,813 5,223,994
Public Support
City of Jacksonville 181,514 - - 181,514 148,672
United Way 140,971 - - 140,971 145,063
Contributions 165,642 143,254 - 308,896 509,200
Fundraisers, net of direct expenses of $35,920. and
$53,304 for 2017 and 2016, respectively 60,310 - - 60,310 42,514
In-kind contributions (Note 11) 47,808 - - 47,808 25,327
Total Public Support 596,245 143,254 - 739,499 870,776
Net Assets Released from Restrictions 155,627 (155,627) - - -
Total Net Assets Released from Restrictions 155,627 (155,627) - - -
TOTAL REVENUES, GAINS AND OTHER SUPPORT 6,085,685 (12,373) - 6,073,312 6,094,770
EXPENSES
Adult Day Training 3,225,193 - - 3,225,193 3,295,289
Group Homes 1,466,733 - - 1,466,733 1,459,822
Independent Living 55,561 - - 55,561 48,444
Supported Employment 194,684 - - 194,684 214,705
TOTAL PROGRAM SERVICES 4,942,171 - - 4,942,171 5,018,260
Management and general 766,746 - - 766,746 684,498
Development and fund raising 297,828 - - 297,828 271,108
TOTAL SUPPORTING SERVICES 1,064,574 - - 1,064,574 955,606
TOTAL EXPENSES 6,006,745 - - 6,006,745 5,973,866
CHANGE IN NET ASSETS BEFORE INVESTMENT
GAINS (LOSSES) 78,940 (12,373) - 66,567 120,904
INVESTMENT INCOME (Note 5)
Interest and dividend income 29,380 - - 29,380 32,120
Realized and unrealized gains (losses) 138,752 - 16,454 155,206 117,266
168,132 - 16,454 184,586 149,386
CHANGE IN NET ASSETS 247,072 (12,373) 16,454 251,153 270,290
NET ASSETS, BEGINNING OF YEAR 4,682,889 49,274 790,012 5,522,175 5,251,885
NET ASSETS, END OF YEAR $4929961 $ 36901 $ 806466 $ 5773328 § 5,522,175

See Notes to Financial Statements.
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PINE CASTLE, INC.

STATEMENT OF FUNCTIONAL EXPENSES
Year Ended September 30, 2017
With Summarized Financial Information

For The Year Ended September 30, 2016

Program Services Supporting Services For
Management  Development Total Comparative
Adult Day Group Independent Supported and and Fund Expenses Purposes
Training Homes Living Employment Total General Raising Total 2017 2016
Compensation $ 1,441,453 $ 895468 $ 40906 $ 144972 § 2,522,799 $ 439941 § 192,198 $ 632,139 $ 3,154,938 § 3,059453
Payroll taxes and employee benefits 373,524 249,764 12,593 29,925 665,806 89914 28,476 118,390 784,196 778,054
Total employee costs 1,814,977 1,145,232 53,499 174,897 3,188,605 529,855 220,674 750,529 3,939,134 3,837,507
Supplies and program materials 853,509 30,159 207 1,114 884,989 20,984 429 21,413 906,402 987,543
Client support costs 9,840 50,744 - - 60,584 - - - 60,584 91,764
Printing supplies and forms 163 133 2 105 403 2,882 4,326 7,208 7.611 6,813
Vehicle costs and maintenance 2,753 15,310 - - 18,063 2,537 - 2,537 20,600 28,500
Equipment - minor purchases, rental and
maintenance 8,564 3,922 - - 12,486 29,414 1,237 30,651 43,137 55,035
Building and occupancy 19,524 17,252 397 372 37,545 33,433 293 33,726 71,271 62,137
Janitorial 39,981 - - 720 40,701 826 657 1,483 42,184 46,505
Professional and consulting fees 44,507 3,587 135 130 48,359 21,623 33,375 54,998 103,357 93,702
Staff training and travel 7,458 2,855 533 13,117 23,963 29,749 8,282 38,031 61,994 51,284
Food 7,560 68,024 - - 75,584 3,693 639 4,332 79916 66,114
Telephone 4,955 3,330 - 89 8,374 686 81 767 9,141 10,754
Utilities 114,712 49,054 - 3,098 166,864 10,645 1,552 12,197 179,061 179,964
Insurance 47,561 43,859 1,144 814 93,378 11,645 742 12,387 105,765 84912
Dues & memberships 1,354 75 - - 1,429 15,471 2,164 17,635 19,064 20,716
Postage, shipping and freight 56,886 - - - 56,886 3,332 1,065 4,397 61,283 59,942
Interest expense 50,778 - - - 50,778 1,438 - 1,438 52,216 55,263
Other expenses 2,439 (5,711) (356) - (3,628) 41,714 24,835 66,549 62,921 31,633
TOTAL BEFORE DEPRECIATION 3,087,521 1,427,825 55,561 194,456 4,765,363 759,927 300,351 1,060,278 5,825,641 5,770,088
Depreciation expense 137,672 38,908 - 228 176,808 6,819 336 7,155 183,963 188,797
SUBTOTAL 3,225,193 1,466,733 55,561 194,684 4,942,171 766,746 300,687 1,067,433 6,009,604 5,958,885
Pledge discounts and allowances - - - - - - (2,859) (2,859) (2,859 14,981

TOTAL FUNCTIONAL EXPENSES $§ 3225193 $ 1466733 $ 55,561  $ 194,684 § 4,942,171 $ 766746 $ 297,828 $ 1064574 $ 6,006,745 3 5,973,866

See Notes to Financial Statements.
5



With Summarized Financial Information

For The Year Ended September 30, 2016

PINE CASTLE, INC.

STATEMENT OF CASH FLOWS
Year Ended September 30,2017

CASH FLOWS FROM OPERATING ACTIVITIES

Changes in net assets

Adjustments to reconcile changes in net assets to net cash

provided by operating activities:
Depreciation expense
Pledge commitments

Provision for pledge discount and allowance

Unrealized (gain) loss on investments

(Increase) decrease in operating assets:

Accounts receivable
Inventories
Prepaids

Increase in operating liabilities:

Accounts payable and accrued expenses

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of property and equipment
Reinvestment of interest and dividends

NET CASH USED BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

Principal payments on notes payable
Proceeds from borrowing

NET CASH USED BY FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

BEGINNING CASH AND CASH EQUIVALENTS

ENDING CASH AND CASH EQUIVALENTS

SUPPLEMENTAL DISCLOSURES
Cash paid for interest

See Notes to Financial Statements.
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For
Comparative
Total Purposes
2017 Only - 2016

251,153 $ 288,025

183,963 188,797
- (142,260)

(29,559) 14,981
(55,994) (99,936)
5,581 (50,409)
(48,097) (10,048)
14,191 (58,264)

102,271 10,947

423,509 141,833
(157,729) (23,831)
29,179 (49,353)
(128,550) (73,184)
(118,700) (160,829)

- 89,215
(118,700) (71,614)
176,259 (2,965)

202,841 205,806

379,100 $ 202,841

52,216 $ 55,263




PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS
September 30, 2017

NATURE OF ORGANIZATION:

Pine Castle, Inc. (the “Organization™) is a nonprofit corporation located in Jacksonville, Florida,
and has served the needs of people with disabilities since 1952. Pine Castle, Inc.’s mission is to
promote the general welfare of intellectually and developmentally disabled adults and to provide
employment, housing, job skills training, social programs, life skills training and athletics for
persons with intellectual disabilities. The Organization’s support comes primarily from the State
of Florida, sales of items and services from its workshops, and contributions.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Accounting

The financial statements of the Organization have been prepared using the accrual basis of
accounting and accordingly, reflect all significant receivables, payables, and other liabilities.

Basis of Presentation

In accordance with FASB ASC 958, the Organization reports information regarding its
financial position and activities according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets.

Unrestricted Net Assets - Net assets representing resources generated from operations that are
not subject to donor-imposed stipulations.

Temporarily Restricted Net Assets - Net assets that are subject to donor-imposed stipulations
that will be met by actions of the Organization and/or the passage of time.

Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that
must be maintained permanently by the Organization.

Restricted and Unrestricted Revenue

Contributions received are recorded as increases in unrestricted, temporarily restricted, or
permanently restricted net assets, depending on the existence and/or nature of any donor
restrictions.



PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2017
-continued-

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Use of Estimates in the Preparation of Financial Statements

Management uses estimates and assumptions in preparing financial statements. Those estimates
and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and the reported revenues and expenses. Actual results could differ from
those estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers all cash and certificates of
deposit with an initial maturity of three months or less to be cash equivalents.

Allowance for Doubtful Accounts

No allowance has been provided for anticipated losses on doubtful accounts receivable from fees,
grants and contracts. Accounts receivable are charged off in the period in which they are
determined to be uncollectible, which, in the opinion of management, approximates the allowance
method of accounting for bad debts. As described in Note 6, an allowance for doubtful accounts
has been established for pledges receivable.

Property, Plant and Equipment

The Organization capitalizes all expenditures for property and equipment in excess of $1,000.
Purchased property and equipment are carried at historical cost or estimated historical cost if
actual historical cost is not available. Depreciation is computed using the straight line method
over the estimated useful lives of furniture and equipment (ranging from 2 to 50 years).

Donations of property and equipment are recorded as contributions at their estimated fair value at
the date of donation. Such donations are reported as increases in unrestricted net assets unless the
donor has restricted the donated asset to a specific purpose. Assets donated with explicit
restrictions regarding their use and contributions of cash that must be used to acquire property and
equipment are reported as restricted contributions. Absent donor stipulations regarding how long
those 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 temporarily restricted net assets to unrestricted net assets at that
time.



PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2017
-continued-

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Inventory

Inventory is valued at the lower of cost or market as determined by the first-in/first-out (FIFO)
basis. Major classes of inventory include materials for assembly and finished goods in the
woodshop ($5,485), mop shop ($106,271), drug and alcohol testing devices ($47,483), and
industrial contracts ($24,649).

Investments

Investments consist of certificates of deposit, corporate and government bonds, and mutual funds
carried at fair market value. Donated investments are initially recorded at their market value at the
time of the donation.

Investments Held by Others

The financial statements are presented in accordance with FASB ASC 958-605, Transfers of
Assets to a Not-For-Profit Organization or Charitable Trust that Raises or Holds Contributions
for Others. This requires that endowment funds transferred to a community foundation by a not-
for-profit organization, where the organization will be the beneficiary of that fund, referred to as
agency endowments, be accounted for by the community foundation as a liability. The not-for-
profit presents the endowment as an asset.

In-Kind Contributions

Donated materials are recorded as contributions at their estimated fair values at the date of
donation. Donated services are recognized as contributions in accordance with FASB ASC 958-
10, Accounting for Contributions Received and Contributions Made, if the services (a) create or
enhance non-financial assets or (b) require specialized skills, are performed by people with those
skills, and would otherwise be purchased. Many individuals volunteer their time and perform a
variety of tasks that assist the Organization with administrative and fund raising functions.

Expense Allocation

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



PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2017
-continued-

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Reclassifications

Certain accounts in the prior year financial statements have been reclassified for comparative
purposes to conform with the presentation in the current year financial statements.

Income Tax Status

The Organization is exempt from federal income tax under Section 501(c)(3) of the Internal
Revenue Code, except on net income derived from unrelated business activities. The
Organization occasionally leases its facilities, which provides income that may be subject to
unrelated business income tax if the income exceeds related expenses. The Organization is not a
private foundation. Management evaluated the Organization’s tax positions and concluded that
the Organization had maintained its exempt status and had taken no uncertain tax positions that
require adjustment to the financial statements. No provision or liability for income taxes has
been included in the financial statements. The Organization's Forms 990, Return of
Organization Exempt from Income Tax, and Forms 990-T, Exempt Organization Business
Income Tax Return, are subject to examination by the IRS, generally for 3 years after they were
filed.

Fair values of Financial Instruments

Generally accepted accounting principles require certain financial instruments to be recorded at
fair value. Changes in methods of estimation could affect the fair value estimates; however, such
changes are not expected to have a material impact on the organization's financial position,
activities or cash flows. Cost approximates fair value for certain other investments, short-term
debt, and cash equivalents.

Grant and Contract Revenue and Support

The Organization receives funding from government agencies. Any of the funding sources may,
at its discretion, request reimbursement for expenses or return of funds, or both, as a result of non-
compliance by the Organization with the terms of the grants/contracts. Government granting
agencies may have a reversionary interest in any equipment purchased with funds provided by
grants.
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PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2017
-continued-

3. CASH AND CASH EQUIVALENTS:

The cash balances reflected on the statement of financial position include amounts that are subject
to donor-imposed restrictions that will be met either by actions of the Organization or the passage
of time. For the year ended September 30, 2017, the restricted cash amount was $36,901.

The organization is required to hold City of Jacksonville funds in a separate account.

4, PROPERTY AND EQUIPMENT:

As of September 30, 2017 property and equipment consists of:

Land $ 295,897
Buildings & improvements 6,593,507
Track & field improvements 347,291
Vehicles 226,875
Furniture & equipment 495,977
7,959,547
Less accumulated depreciation (3,528.634)
4.4 13

5. FAIR VALUE MEASUREMENTS AND INVESTMENTS:

Investments in debt and equity securities that have readily determinable fair values are stated at
fair value in the statement of financial position and increases and decreases in fair values are
included in the statement of activities. FASB ASC 820, Fair Value Measurements provides a
single definition of fair value and established a three-tier hierarchy, which prioritizes the input
used in measuring 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 lowest priority
to unobservable inputs (Level 3 measurements).

The three levels of the fair value hierarchy under FASB ASC 820 are described below:

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2 - Inputs other than quoted prices in active markets within Level 1 that are either directly
or indirectly observable.

Level 3 - Significant unobservable inputs for the asset or liability in which little or no market data
exists.

11



PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2017
-continued-

FAIR VALUE MEASUREMENTS AND INVESTMENTS (continued):

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement. The following is a description of the
valuation methodologies used for instruments measured at fair value.

If available, quoted market prices are used to value investments. Equities are valued at the closing
price reported on the major market on which the individual securities are traded. Mutual funds are
valued at the net asset value of shares held. The net asset value is based on the value of the
underlying assets owned by the mutual fund, minus its liabilities, and then divided by the number
of shares outstanding. Assets held by the Community Foundation for Northeast Florida are stated
at values determined by the community foundation.

Fair Value Measurements at September 30, 2017

Level 1 Level 2 Level 3 Total
Cash alternatives & CD’s $ 99217 § - § - $ 99,217
Bonds and bond funds 562,256 - - 562,256
Equity mutual funds 1,126,865 - - 1,126,865
Real asset fund 88,649 - - 88,649
Investments held by others - 160,311 - 160,311
Total $1.876,987 $160,311 $ - $2,037,298

Investments at cost and market consist of the following at September 30, 2017:

Cost Fair Value
Money funds & CD’s $ 99,212 $ 99217
Fixed income 562,946 562,256
Equity mutual funds 964,070 1,126,865
Real asset fund 88,469 88,649
Investments held by others 160,311 160,311
$ 1,875,008 $2,037,298
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PINE CASTLE, INC.
NOTES TO FINANCIAL STATEMENTS
September 30, 2017
-continued-

FAIR VALUE MEASUREMENTS AND INVESTMENTS (continued):

Investment income is comprised of the following components:

Dividends and interest income $ 47,074
Fees (17,694)
Realized and unrealized market gains 155.206
184.586
PLEDGES RECEIVABLE:

Pledges for the Inspirations campaign were received during the year ending September 30, 2017.
A discount rate of 5% is used. Pledges receivable and the related allowance for doubtful accounts
at September 30, 2017 are summarized as follows:

Pledges receivable 125,271

Receivables due in less than one year § 96,306

Receivables due in two to five years 68,234

Less discount to present value (5,246)

Less allowance for uncollectible amounts (34,023)

Net unconditional promises to give $125271
NOTES PAYABLE:

In April 2013 the loan of $2,130,389 on the Life Enrichment Center was refinanced at 3.30% with
monthly principal and interest payments in the amount of $13,659. This loan has a ten year
maturity and a seventeen year amortization. Additional principal payments have brought the new
loan balance to $1,455,490 as of September 30, 2017. The organization’s bank loan agreement
includes financial covenants and as of September 30, 2017 the organization did meet these loan
covenants.

13



PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2017
-continued-

NOTES PAYABLE (continued):

During the 2013/2014 year, the organization purchased two vehicles and entered into two loan
agreements with no stated rate of interest, payable in 36 monthly installments of $523.23 each.
The balance of the vehicle loans payable was $-0- as of September 30, 2017. Approximate
future scheduled maturities of long term debt are as follows:

2017 $ 116,413
2018 120,313
2019 124,344
2020 128,510
2021 132,215
Thereafter 833.695

$ 1,455,490

LINE OF CREDIT:

The Organization has available a $200,000 secured revolving line of credit from TD Bank.
Interest is set at the Wall Street Journal Prime Rate and is payable monthly. The loan is secured
by a blanket lien on assets, and the agreement expires on May 31, 2018. There was no
outstanding balance on the line of credit as of September 30, 2017 and a balance of $89,215 at
September 30, 2016. Interest expense on this loan was $1,438 for the year ended September 30,
2017. The organization’s line of credit agreement includes financial covenants and as of
September 30, 2017 the organization met these covenants.

TEMPORARILY RESTRICTED NET ASSETS:

At September 30, 2017 temporarily restricted net assets consisted of the following:

Tuition assistance $ 6,470
Capital improvements 27,113
Music training 1,154
Radio station 1,626
Other minor projects 538

Total $36.901
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PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2017
-continued-

ENDOWMENT FUNDS:

The Albert and Viola Kissling Endowment Fund, the Pine Castle Endowment Fund, and the
Ralph and Elizabeth Mundell Endowment Fund I were created at the Community Foundation for
Northeast Florida to ensure the perpetuation of residential services to developmentally disabled
clients of the organization and to support general operations. The Community Foundation
maintains variance power and legal ownership of these endowment funds, and accounts for the
funds as agency endowments, recording a corresponding liability for the fair value of the funds.
The Organization includes the endowment fund as permanently restricted assets. Net income
from the endowment funds is paid and distributed to the Organization as determined by the
Foundation and the Organization. Net income may be accumulated, reinvested, and subsequently
paid to the Organization for the endowment fund purposes upon request of the Board of Directors
of Pine Castle, Inc. The endowment funds totaled $160,311 as of September 30, 2017.

During the fiscal year ending September 30, 2009 the Organization received funds as a remainder
beneficiary to establish a second Ralph Paul Mundell and Elizabeth Marie Mundell Endowment
Fund, the corpus of which is to remain intact and the income of which shall be used to support the
charitable activities of Pine Castle, Inc. This investment totaled $748,537 as of September 30,
2017 of which $646,155 was the amount of the permanent endowment.

Pine Castle follows the Florida Uniform Prudent Management of Institutional Funds Act
(UPMIFA) in managing its endowments. The investment objectives of the Permanent
Endowment Fund are to: (a) achieve returns in excess of the rate of inflation over the
investment horizon in order to preserve purchasing power of account assets while controlling
risk, and (b) to emphasize long-term growth of principal while avoiding excessive risk. The
spending policy allows up to 5.0% of a twelve quarter trailing average of fair market value.

The activity in the Mundell endowment fund is as follows:

Beginning balance, endowment funds $ 683,747
Interest and dividends 17,913
Unrealized gain 53,932
Amounts appropriated for expenditure (_7,055)
Ending balance, endowment funds $ 748,537
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11.

12.

13.

14.

PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS
September 30, 2017
-continued-

DONATIONS IN-KIND:

A substantial number of individuals and organizations have made significant contributions of
time, expertise and materials during the current year to support and promote the Organization’s
programs. These donations have been recorded at their fair market value (approximately $47,808
in 2017) as contributions and expenses in the statement of activities.

The Organization also receives donated services from a variety of unpaid volunteers who make
significant contributions of their time in conjunction with programs and services. No amounts
have been recognized for these services in the accompanying statement of activities because the
accounting criteria for recognition of such volunteer effort as contributed services has not been
satisfied.

RETIREMENT PLAN:

The Organization sponsors a 403(b) defined contribution retirement plan covering substantially all
of its employees. Under the plan, employees may contribute an amount not to exceed the limit
imposed by the Internal Revenue Service. The Organization contributed elective contributions of
3% of each eligible employee’s compensation to the plan for fiscal year ended September 30,
2017. The Organization’s contributions under this plan totaled $68,669 for the year ended
September 30, 2017.

CONCENTRATIONS:

Revenue provided from one source accounted for approximately 55% of gross revenues and 60%
of receivables for the year ended September 30, 2017.

The organization maintains accounts in several FDIC and NCUA insured institutions. Deposits in
one bank exceeded the depository insurance limit as of September 30, 2017 by $50,797.

PRIOR YEAR FINANCIAL INFORMATION:

These 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 in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Organization’s financial statements for the
year ended September 30, 2016, from which the summarized information was derived.
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16.

PINE CASTLE, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2017
-continued-

BOARD DESIGNATED FUNDS:

The Board of Directors of Pine Castle, Inc. has designated $975,758 from an investment account
as a cash reserve held for long-term purposes.

SUBSEQUENT EVENTS:

In preparing these financial statements, the Organization evaluated events and transactions for
potential recognition or disclosure through January 23, 2018, the date the financial statements
were available to be issued. No material subsequent events have occurred since September 30,
2017 that would require recognition or disclosure in the financial statements.

17



INDEPENDENT AUDITORS’ 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
Pine Castle, Inc.
Jacksonville, Florida

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 Pine Castle, 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, and have issued our report thereon dated January 23, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Pine Castle, Inc.’s
internal control over financial reporting (internal control) 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 Pine Castle, Inc.’s internal control.
Accordingly, we do not express an opinion 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 misstatements on a timely basis. A material weakness is a deficiency, or 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.
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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 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Pine Castle, Inc.'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 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 purpose.

James Knutzen & Associates, C.P.A.'s, P.A.
Jacksonville, Florida
January 23,2018
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INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY INFORMATION

To the Board of Directors
Pine Castle, Inc.
Jacksonville, Florida

We have audited the financial statements of Pine Castle, Inc. as of and for the year ended September 30,
2017, and have issued our report thereon dated January 23, 2018, which contained an unmodified opinion
on those financial statements. Our audit was performed for the purpose of forming an opinion on the
financial statements as a whole. The schedule of the Source and Status of Funds Received from the City
of Jacksonville, Florida is presented for the 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.

This report is intended solely for the information and use of the board of directors, management and the
City of Jacksonville and is not intended to be and should not be used by anyone other than these specified
parties.

James Knutzen & Associates, C.P.A.'s, P.A.
Jacksonville, Florida
January 23, 2018
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PINE CASTLE, INC.

SUPPLEMENTARY INFORMATION
SCHEDULE OF THE SOURCE AND STATUS OF FUNDS
RECEIVED FROM THE CITY OF JACKSONVILLE, FLORIDA
For the Year Ended September 30, 2017

Public Service Grant
Contract Number: 4211-43
Contract Period: 10/1/16 - 9/30/17

Award Amount: $150,000 Actual Total Remaining
10/1/16 to to Date Balance

Budget 9/30/2017 9/30/2017 9/30/2017

Cash Receipts:

City of Jacksonville, Florida $ 150,000 §$ 150,000 $ 150,000 $% -

Cash Disbursements:

Salaries $ 11508 $ 115,089 $ 115089 §$ -

Payroll taxes 7,672 7,672 7,672 -

Health insurance 23,790 23,790 23,790 -

Dental Insurance 3,449 3,449 3,449 -

$ 150,000 § 150,000 $ 150000 3 -
Cash Receipts in Excess of

Disbursements (Deficit) $ - 8 - $ - 3 -
Accounts receivable from the City of Jacksonville are $16,746
as of September 30, 2017.

Community Development Block Grant

Contract Number: 4211-44

Federal grant ID - PDC001/17

CFDA 14.218

Contract Period: 10/1/16 - 9/30/17

Award Amount: $32,000 Actual Total Remaining

10/1/16 to to Date Balance
Budget 9/30/2017 9/30/2017 9/30/2017

Cash Receipts:

City of Jacksonville, Florida $ 32,000 $ 32,000 $ 32,000 $ -

Cash Disbursements:

Salaries $ 24934 § 24,934 $ 24934 §$ -

Fringe benefits 7,066 7,066 7,066 -
$ 32,000 32,000 32,000 $ -

Cash Receipts in Excess of

Disbursements (Deficit) $ - $ - $ - $ -

Accounts receivable from the City of Jacksonville are $-0-
as of September 30, 2017.

See Accompanying Report on Supplementary Information
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PINE CASTLE, INC.

CERTIFICATION
September 30, 2017

We hereby certify that we have examined the accompanying financial statements and supplemental data
of Pine Castle, Inc., and, to the best of our knowledge and belief, the same are accurate and complete.
The information provided to the City of Jacksonville in this submittal is submitted under penalties of
perjury, under Section 837.06, Florida Statutes.

1y

Signature '
Micvaa P Seeres 7

Name

//24 /18

Date



