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INDEPENDENT AUDITOR'S REPORT

March 1, 2016

Board of Directors

Lifelong AIDS Alliance

Seattle, Washington

We have audited the accompanying consolidated financial statements of Lifelong AIDS Alliance which

comprise the consolidated statements of financial position as of June 30, 2015 and 2014, and the

related consolidated statements of activities, functional expenses and cash flows for the years then

ended, and the related notes to the consolidated financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated 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 consolidated 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 consolidated

financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the consolidated financial statements. The procedures selected depend on the auditor's judgment,

including the assessment of the risks of material misstatement of the consolidated 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 consolidated 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 consolidated 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 consolidated financial statements referred to in the first paragraph of this letter

present fairly, in all material respects, the financial position of Lifelong AIDS Alliance as of June 30,

2015 and 2014, and the changes in its net assets and its cash flows for the years then ended in

accordance with accounting principles generally accepted in the United States of America.

Other Matters

Other Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial

statements as a whole. The accompanying schedule of expenditures of federal awards as required by

U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and

Non-Profit Organizations , is presented for purposes of additional analysis and is not a required part of

the consolidated 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

consolidated financial statements.

The information has been subjected to the auditing procedures applied in the audit of the consolidated

financial statements and certain additional procedures, including comparing and reconciling such

information directly to the underlying accounting and other records used to prepare the consolidated

financial statements or to the consolidated 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 consolidated

financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 1,

2016, on our consideration of Lifelong AIDS Alliance’s internal control over financial reporting and

on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant

agreements and other matters. The purpose of that report is to describe the scope of our testing of

internal control over financial reporting and compliance, and the results of that testing, and not to

provide an opinion on internal control over financial reporting or on compliance. That report is an

integral part of an audit performed in accordance with Government Auditing Standards in considering

Lifelong AIDS Alliance’s internal control over financial reporting and compliance. 

Jacobson Jarvis & Co, PLLC
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2015 2014

Current Assets

Cash and cash equivalents 846,513$      1,962,226$   

Grants receivable, due from governmental entities 1,652,287     866,278       

Donor pledges, net of allowance for uncollectible promises of 

$7,000 and $45,067 at June 30, 2015 and 2014, respectively 22,588         353,872       

Other receivables 59,188         8,420           

Inventory 60,000         66,234         

Prepaid expenses 140,773       132,053       

Total Current Assets 2,781,349     3,389,083     

Deposits 130,527       111,134       

Property and Equipment, net 2,166,516     2,183,346     

5,078,392$   5,683,563$   

Current Liabilities

Accounts payable 735,860$      753,987$      

Construction payable -                  711,047       

Accrued expenses 561,029       421,874       

Lines of credit 566,125       -                  

Deferred revenue 65,026         405,216       

Current portion of note payable 44,800         33,600         

Total Current Liabilities 1,972,840     2,325,724     

Long-term Liabilities

Long-term note payable, less current portion above 421,600       466,400       

Deferred rent liability 174,270       47,000         

Tenant improvement allowance 137,922       -                  

Total Long-term Liabilities 733,792       513,400       

Total Liabilities 2,706,632     2,839,124     

Net Assets

Board designated 301,659       844,782       

Undesignated 2,007,134     1,960,382     

Total Unrestricted Net Assets 2,308,793     2,805,164     

Temporarily restricted 62,967         39,275         

Total Net Assets 2,371,760     2,844,439     

5,078,392$   5,683,563$   

JUNE 30, 2015 AND 2014

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

LIFELONG AIDS ALLIANCE

ASSETS

LIABILITIES AND NET ASSETS

       See notes to consolidated financial statements. 4



Temporarily Temporarily

Unrestricted Restricted Total Unrestricted Restricted Total

Public Support and Revenue

Fees and grants from government agencies 17,213,057$ 17,213,057$ 20,390,119$ 20,390,119$ 

Contributions and private grants 1,714,807     25,000$       1,739,807     1,959,476     25,000$       1,984,476     

Thrift store and other sales 557,451       557,451       646,015       646,015       

AIDS walk 279,972       279,972       342,814       342,814        

Other special events 399,174       399,174       412,864       412,864       

In-kind contributions 578,923       578,923       720,432       720,432       

Excess of assets acquired over liabilities assumed

   in acquisition of Evergreen Wellness Advocates 278,862       12,967         291,829       -                  -                  

Other revenue 62,878          62,878         334,150        334,150       

Client rental revenue -                  -                  22,659         22,659         

Interest and dividend income 60               60               74               74               

Gain (loss) on investments 732              732              (54)              (54)              

Total Public Support and Revenue 21,085,916   37,967         21,123,883   24,828,549   25,000         24,853,549   

Net Assets Released from Restrictions

Purpose releases 14,275         (14,275)        -                  3,027           (3,027)          -                  

Time releases -                  -                  -                  60,000         (60,000)        -                  

Total Net Assets Released from Restrictions 14,275         (14,275)        -                  63,027         (63,027)        -                  

Total Public Support, Revenue and Other Support 21,100,191   23,692         21,123,883   24,891,576   (38,027)        24,853,549   

Expenses

Program services 18,053,164   18,053,164   21,229,201   21,229,201   

Supporting services 3,543,398     3,543,398     3,285,350     3,285,350     

Total Expenses 21,596,562   21,596,562   24,514,551   24,514,551   

Change in Net Assets (496,371)      23,692         (472,679)      377,025       (38,027)        338,998       

Net Assets - beginning of year 2,805,164     39,275         2,844,439     2,428,139     77,302         2,505,441     

Net Assets - end of year 2,308,793$   62,967$       2,371,760$   2,805,164$   39,275$       2,844,439$   

2015 2014

LIFELONG AIDS ALLIANCE

CONSOLIDATED STATEMENTS OF ACTIVITIES

YEARS ENDED JUNE 30, 2015 AND 2014

       See notes to consolidated financial statements.        5



Total Management Total

Care Community Program and Thrift Supporting

Services Education Awareness Services General Fundraising Stores Services Total

 Grants & Services to Clients 8,836,892$   6,445$         -$                8,843,337$   2,230$         1,211$         15,300$       18,741$       8,862,078$   

 Personnel Expenses 4,977,426     244,775       151,518       5,373,719     1,246,903     367,902       366,794       1,981,599     7,355,318     

 Direct Program Expenses 1,638,932     1,512           -                  1,640,444     619              3,433           154              4,206           1,644,650     

 Occupancy & Utilities 615,256       69,915         10,869         696,040       195,052       38,670         182,106       415,828       1,111,868     

 Professional Fees 111,164       1,984           28,880         142,028       293,853       66,729         4,878           365,460       507,488       

 Amortization & Depreciation 276,620       15,853         1,931           294,404       34,633         19,669         3,492           57,794         352,198       

 Employee & Volunteer Expenses 104,377       4,961           11,895         121,233       71,553         -                  -                  71,553         192,786       

 Equipment, Repairs & Maintenance 95,512         1,768           727              98,007         64,315         7,324           8,960           80,599         178,606       

 Event Expenses 3,630           8,256           3,887           15,773         7,270           141,517       -                  148,787       164,560       

 Other Operating Expenses 31,129         44               27               31,200         36,779         52,075         38,006         126,860       158,060       

 Software Purchases and Licenses 31,922         419              -                  32,341         19,238         38,208         1,215           58,661         91,002         

 Telephone & Internet Expenses 45,237         1,720           1,664           48,621         24,797         4,793           2,088           31,678         80,299         

 Insurance 45,070         10,366         628              56,064         10,724         5,904           3,863           20,491         76,555         

 Office Supplies 48,854         1,430           535              50,819         14,789         3,156           4,666           22,611         73,430         

 Advertising Expenses 863              5,791           100              6,754           246              63,544         300              64,090         70,844         

 Bank & Interest Costs 3,527           239              -                  3,766           17,755         24,573         11,646         53,974         57,740         

 Dues, Fees, & Permits 12,098         100              17,680         29,878         3,146           9,266           302              12,714         42,592         

 Taxes -                  -                  -                  -                  -                  4,643           3,109           7,752           7,752           

Total Expenses Before In-Kind Expenses 16,878,509   375,578       230,341       17,484,428   2,043,902     852,617       646,879       3,543,398     21,027,826   

In-kind Goods and Services 568,736       -                  -                  568,736       -                  -                  -                  -                  568,736       

Total Expenses 17,447,245$ 375,578$      230,341$      18,053,164$ 2,043,902$   852,617$      646,879$      3,543,398$   21,596,562$ 

Supporting ServicesProgram Services

LIFELONG AIDS ALLIANCE

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2015

       See notes to consolidated financial statements.        6



Total Management Total

Care Community Program and Thrift Supporting

Services Education Awareness Services General Fundraising Stores Services Total

 Grants & Services to Clients 14,084,743$ 5,361$         -$                14,090,104$ 578$            15,391$       17,988$       33,957$       14,124,061$ 

 Personnel Expenses 3,235,494     284,013       170,744       3,690,251     1,207,577     429,270       306,545       1,943,392     5,633,643     

 Professional Fees 1,249,232     13,091         20,319         1,282,642     195,685       85,194         1,351           282,230       1,564,872     

 Occupancy & Utilities 403,331       66,281         15,436         485,048       160,758       60,974         132,558       354,290       839,338       

 Direct Program Expenses 583,257       5,320           100              588,677       173              4,067           -                  4,240           592,917       

 Equipment, Repairs & Maintenance 61,175         2,476           1,020           64,671         105,838       3,111           7,580           116,529       181,200       

 Event Expenses 1,083           5,995           2,959           10,037         6,517           123,745       -                  130,262       140,299       

 Employee & Volunteer Expenses 52,892         4,787           8,817           66,496         60,207         7,703           1,593           69,503         135,999       

 Advertising Expenses 1,077           31,476         -                  32,553         2,288           64,270         550              67,108         99,661         

 Amortization & Depreciation 43,413         2,942           1,245           47,600         40,371         3,888           3,491           47,750         95,350         

 Software Purchases and Licenses 27,956         40               -                  27,996         19,452         31,221         693              51,366         79,362         

 Insurance 25,432         11,826         657              37,915         13,186         7,523           7,802           28,511         66,426         

 Telephone & Internet Expenses 27,036         1,520           2,431           30,987         26,139         1,905           1,551           29,595         60,582         

 Other Operating Expenses 13,565         121              460              14,146         15,298         13,093         7,148           35,539         49,685         

 Dues, Fees, & Permits 10,730         433              13,604         24,767         14,658         9,435           140              24,233         49,000         

 Office Supplies 26,808         3,948           1,111           31,867         11,299         3,271           487              15,057         46,924         

 Bank & Interest Costs -                  453              -                  453              207              24,417         18,088         42,712         43,165         

 Taxes -                  -                  -                  -                  -                  4,840           4,236           9,076           9,076           

Total Expenses Before In-Kind Expenses 19,847,224   440,083       238,903       20,526,210   1,880,231     893,318       511,801       3,285,350     23,811,560   

In-kind Goods and Services 702,991       -                  -                  702,991       -                  -                  -                  -                  702,991       

Total Expenses 20,550,215$ 440,083$      238,903$      21,229,201$ 1,880,231$   893,318$      511,801$      3,285,350$   24,514,551$ 

Program Services Supporting Services

LIFELONG AIDS ALLIANCE

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2014

       See notes to consolidated financial statements.        7



2015 2014

Reconciliation of Change in Net Assets to Net Cash

Used by Operating Activities

Change in net assets (472,679)$     338,998$      

Adjustments to reconcile change in net assets to net cash

used by operating activities

Depreciation 352,198       95,350         

Amortization of tenant improvement allowance 15,914         -                  

Excess of assets over liabilities in acquisition of EWA (291,829)      -                  

Loss on disposal of property and equipment 126,041       -                  

(Increase) decrease in

Grants and other receivables (509,234)      550,640       

Donor pledges 331,284       (143,852)      

Inventory 6,234           2,096           

Prepaid expenses and deposits (17,382)        156,850       

(Decrease) increase in

Accounts payable (18,127)        656,733       

Lifelong insurance program checks in process -                  (4,354,057)   

Accrued expenses 105,684       87,037         

Deferred rent liability 127,270       47,000         

Deferred revenue (340,190)      (1,575,570)   

Net Cash Used by Operating Activities (584,816)      (4,138,775)   

Net Cash Used by Investing Activities

Purchases of property and equipment (984,554)      (1,149,452)   

Cash paid upon acquisition of EWA (3,868)          -                  

Net Cash Used by Investing Activities (988,422)      (1,149,452)   

Net Cash Provided by Financing Activities

Proceeds from issuance of long-term debt -                  500,000       

Principal payments on note payable (33,600)        -                  

Proceeds from lines of credit, net 491,125       -                  

Net Cash Provided by Financing Activities 457,525       500,000       

Changes in Cash and Cash Equivalents (1,115,713)   (4,788,227)   

Cash and Cash Equivalents - beginning of year 1,962,226     6,750,453     

Cash and Cash Equivalents - end of year 846,513$      1,962,226$   

YEARS ENDED JUNE 30, 2015 AND 2014

CONSOLIDATED STATEMENTS OF CASH FLOWS

LIFELONG AIDS ALLIANCE

       See notes to consolidated financial statements. 8



LIFELONG AIDS ALLIANCE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2015 AND 2014

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

•

•

•

•

•

•

•

•

•

•

•

•

Organizational changes

Lifelong AIDS Alliance (Lifelong) is a 501(c)(3) not-for-profit corporation with the mission:

"Lifelong empowers people living with or at risk of HIV/AIDS and/or other chronic conditions to

lead healthier lives." Lifelong is one of the major providers of HIV/AIDS services in Western

Washington and works in collaboration with a wide range of organizations in the communities it

serves. Partnerships include low-income housing providers, care coordination providers to people in

poverty with a chronic illness, and multiple partnerships for overall chronic disease prevention. Vital

support services include:

Delivering or providing meals and groceries for clients living with HIV/AIDS and other chronic

illnesses

Processing medical insurance premium payments

Conducting nutrition outreach and education, as well as actual skill building courses

Conducting outreach and assisting individuals and families statewide to enroll into insurance using 

the Washington State Healthplanfinder

Facilitating emergency, transitional, and permanent housing to 1) persons with HIV and 2) to

households who were forced to move due to foreclosure and who have a family member with

chronic conditions

Offering medical case management and related services

Preventing the spread of HIV/AIDS through prevention education programs

Supporting access to medical, dental, and mental health providers 

Arranging recovery treatment counseling

Participating actively in state and federal policy that supports funding for the HIV community

Making available transportation options

Lifelong acquired Evergreen Wellness Advocates (EWA) on December 1, 2014. Lifelong is the

surviving corporation and all EWA assets and liabilities were assumed by Lifelong as of that date.

Lifelong and EWA shared similar missions and grant funders, but with different geographic

service areas. Operational efficiencies were obtained by centralizing shared functions and staff into 

Lifelong's functions. EWA's grant revenue for the period of January 1 - November 30, 2014 was

$1,621,537.

Coordinating care for individuals with a chronic health condition and a history of high Medicaid 

utilization

Funding is primarily from government agency grants and contributions from the general public.

Lifelong also sponsors fundraising events, the largest of which is the annual AIDS Walk. In addition,

Lifelong has a retail thrift store (a store that sells goods that have been donated). Lifelong is governed

by an all-volunteer Board of Directors that is responsible for all legal, financial, and policy matters.
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LIFELONG AIDS ALLIANCE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2015 AND 2014

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

The non-cash investing activities related to the acquisition of EWA are as follows:

   Grants receivable 294,466$      

   Other receivables 33,077$       

   Deposits 10,731$       

   Property and equipment 65,894$       

   Accrued expenses 33,471$       

   Line of credit 75,000$       

Principles of consolidation

Basis of presentation

2015 2014

Reserve fund 50,000$       25,000$       

Vehicle purchase and operation -                  14,275         

Other 12,967         -                  

62,967$       39,275$       

In accordance with financial accounting standards, Lifelong 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. The net assets of Lifelong

are classified as follows:

Temporarily restricted net assets are restricted to be used for certain purposes or future periods by

Lifelong. Temporarily restricted net assets are available as follows:

Board designated net assets are designated by Lifelong's Board of Directors to be used for

designated purposes or in future periods by Lifelong. At June 30, 2015 and 2014, Board

designated net assets were $301,659 and $844,782, respectively. 

The accompanying consolidated financial statements include the accounts of Lifelong AIDS

Alliance and its wholly-owned subsidiary, Lifelong Thrift Stores, LLC. Inter-entity transactions

and balances have been eliminated in consolidation. The consolidated entity is referred to as

Lifelong in the notes to the consolidated financial statements.

In addition, Lifelong's retail thrift store became a separate entity, Lifelong Thrift Stores, LLC, as

of November 18, 2014, but is consolidated into Lifelong's financial statements due to Lifelong's

ongoing management oversight, direction, and financial support. The gross revenues were

$557,451 and $646,015 for the years ended June 30, 2015 and June 30, 2014, respectively.

Unrestricted net assets are available without restriction for support of Lifelong operations.
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LIFELONG AIDS ALLIANCE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2015 AND 2014

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and cash equivalents

Fair value measurements

The three tiers of inputs used for fair value measurements are as follows:

Level 2: Fair values are based on observable inputs that include: quoted market prices for similar

assets or liabilities; quoted market prices that are not in an active market; or other inputs that are

observable in the market and can be corroborated by observable market data for substantially the

full term of the assets.

In accordance with financial accounting standards, a three-tiered hierarchy of input levels is used

for measuring fair value. Financial accounting standards defines fair value as the price that would

be received to sell an asset or paid to transfer a liability in an orderly transaction between market

participants at the measurement date. Valuation techniques utilized to determine fair value are

consistently applied. 

Cash and cash equivalents consist of general checking, savings, money market accounts and

certificates of deposit. Lifelong maintains its cash and cash equivalents in bank accounts that may

exceed federally insured limits at times during the year. Lifelong has not experienced any losses in

these accounts, and management does not believe it is exposed to any significant risk of loss.

Permanently restricted net assets are endowment gifts given with the intent that the principal will

be maintained intact in perpetuity. Lifelong had no permanently restricted net assets at June 30,

2015 or 2014.

Level 1: Fair values are based on quoted prices in active markets for identical assets and

liabilities.

Level 3: Fair values are calculated by the use of pricing models and/or discounted cash flow

methodologies, and may require significant management judgment or estimation. These

methodologies may result in a significant portion of the fair value being derived from

unobservable data.

Lifelong had no assets or liabilities carried at fair value on a recurring basis as of June 30, 2015 or

2014. Assets and liabilities carried at fair value on a nonrecurring basis using level 2 inputs

generally include donated goods, facilities and services. Lifelong also uses fair value concepts to

test various long-lived assets for impairment. 
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LIFELONG AIDS ALLIANCE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2015 AND 2014

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Volunteer support

Receivables

Grants Receivable

Donor Pledges

All pledges are considered to be collectible within one year.

Inventory

Property and equipment

Property and equipment is recorded at cost, if purchased, or at fair value at date of receipt, if

donated. Lifelong's policy is to capitalize assets with a cost greater than $5,000 and a useful life

greater than two years. Depreciation is provided using the straight-line method over the estimated

useful lives of the assets. Leasehold improvements are depreciated over the estimated useful lives

of the assets or the anticipated lease term, whichever is shorter. Certain capital assets not in

service represent projects to implement software or technology. Non-labor costs associated with

such implementation projects are budgeted and capitalized as incurred, but are not depreciated

until the systems are placed in service. 

Unconditional pledges are recognized as revenues in the period received and as assets, decreases

of liabilities, or expenses, depending on the form of the benefits received. Conditional pledges are

recognized when the conditions on which they depend are substantially met. Lifelong had no

conditional pledges at June 30, 2015 or 2014.

Lifelong utilizes approximately 500 active volunteers to participate in fundraising and program

activities. The consolidated financial statements do not reflect the value of these donated services

because the services generally do not require specific expertise that Lifelong would otherwise need

to purchase. 

All receivables are stated at net realizable value.

Grants receivable consist of grants and contracts administered by various state and local

governmental agencies earned but not yet received.

Management reviews the collectibility of donor pledges on a periodic basis and determines the

amount estimated to be uncollectible. A reserve for doubtful accounts is then established. Lifelong

charges off receivables against the allowance when management determines that a receivable is not

collectible. During the year ended June 30, 2015, pledge receivable write-offs were $86,672.

There were no material write-offs during the year ended June 30, 2014.

Inventory relates to the retail thrift store and consists of donated items whose value is recorded at

estimated fair value at the time of donation. Items received and sold during the year are recorded

at their sales value.
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LIFELONG AIDS ALLIANCE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2015 AND 2014

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

2015 2014

Equipment 1,796,647$   1,256,965$   

Leasehold improvements 3,176,346     3,194,225     

Vehicles 201,127       201,127       

Capital assets not in service 153,356       270,866       

5,327,476     4,923,183     

Accumulated depreciation (3,160,960)   (2,739,837)   

2,166,516$   2,183,346$   

Revenue recognition

Restricted and unrestricted support

In-kind contributions

Deferred revenue

Property and equipment as of June 30 consists of:

Deferred revenue consists of government grant funds received in advance, government grant funds

received which may need to be repaid under certain circumstances, and special event donations

received in advance of those special events. Revenue is recognized when the grant funds are

expended or the events take place.

In-kind contributions consist primarily of food to be distributed to those affected by HIV/AIDS

and/or other chronic conditions. Lifelong's food services are sustained not only by government

grants, but by the generous involvement of community volunteers.

Gifts of equipment are reported as unrestricted support unless explicit donor stipulations specify

how the donated assets must be used. Gifts of long-lived assets with explicit restrictions that

specify how the assets are to be used, and gifts of cash or other assets that must be used to acquire

long-lived assets, are reported as restricted support. Absent explicit donor stipulations about how

long those assets must be maintained, expirations of donor restrictions are reported when the

donated or acquired long-lived assets are placed in service.

Revenue from contributions is recorded when the donor pledge to Lifelong is made. Revenue from

grants and fees is recorded when the service is provided or the related expenditure is incurred.

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the

restriction expires in the year in which the support is recognized. All other donor-restricted

support is reported as an increase in temporarily or permanently restricted net assets, depending

on the nature of the restriction. When restrictions expire (that is, when a stipulated time restriction

ends or purpose restriction is accomplished), temporarily restricted net assets are reclassified to

unrestricted net assets as net assets released from restrictions.
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LIFELONG AIDS ALLIANCE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2015 AND 2014

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fees and grants from government agencies

Concentrations

Functional allocation of expenses

Advertising

Federal income taxes

Use of estimates

Approximately 50% of Lifelong's labor force is subject to a collective bargaining agreement

through March 31, 2017. These employees are members of the Service Employees International

Union, Healthcare 1199NW.

Receivables under one contract represented 26% and 41% of grants receivable as of June 30, 2015

and 2014, respectively.

The Internal Revenue Service has recognized Lifelong AIDS Alliance as exempt from federal

income taxes under provision of Section 501(a) of the Internal Revenue Code as an entity

described in Section 501(c)(3) and not as a private foundation. 

Advertising costs are expensed as incurred.

The costs of providing the various programs and other activities have been summarized on a

functional basis in the consolidated statements of activities and functional expenses. Accordingly,

certain costs have been allocated among the program and supporting services benefited.

Lifelong AIDS Alliance operates some of its activities through Lifelong Thrift Stores, LLC. LLCs

are not subject to federal income taxes at the corporation level, but pass their earnings to their

members to be taxed individually on their share of LLC earnings.

Revenue recorded under one contract represented 50% and 75% of fees and grants from

government agencies for the years ended June 30, 2015 and 2014, respectively.

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosures 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.

Revenue from grants and contracts is subject to audits, which could result in adjustments to

revenue. The adjustments are recorded at the time that such amounts can first be reasonably

determined, normally upon notification by the government agency. During the years ended June

30, 2015 and 2014, any such adjustments were immaterial. 

14



LIFELONG AIDS ALLIANCE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2015 AND 2014

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Reclassifications

NOTE B - LINES OF CREDIT

NOTE C - NOTE PAYABLE

44,800$       

44,800         

44,800         

332,000       

466,400$      

Total interest expense was $18,683 and $833 for the years ended June 30, 2015 and 2014,

respectively.

In October 2014, Lifelong entered into a banking relationship with 1st Security Bank of Washington.

Under the banking agreement, Lifelong has a $500,000 line of credit, secured by all corporate assets.

The balance at June 30, 2015 was $492,125. The line of credit bears interest at the bank's prime rate

(as published in the Wall Street Journal) plus 0.75%, and is subject to an annual loan origination fee

of $1,000 (0.20%).

Certain amounts in the 2014 financial statements have been reclassified for comparative purposes

to conform with the presentation in the current year consolidated financial statements. These

reclassifications had no effect on the total net assets or total change in net assets as of or for the

year ended June 30, 2014.

2016

In addition, with the acquisition of EWA, Lifelong assumed EWA's $75,000 line of credit with

KeyBank. The balance at June 30, 2015 was $74,000. The line of credit bears interest at the bank's

prime rate plus 4.6%.

2017

2018

2019

Scheduled principal payments for the years ending June 30 are as follows:

In April 2014, Lifelong entered into a 5-year promissory note with Lucky Seven Foundation to lend

$500,000 to Lifelong. The proceeds from this loan were designated to finance leasehold

improvements for a meal production center involving a commercial kitchen. The note accrues interest

at 1% per annum over the first year, 2% over the second year and 3% thereafter until paid in full.

Minimum principal payments are $11,200 per quarter beginning November 1, 2014. Interest

payments are also quarterly beginning August 1, 2014. The note requires cash collateral in a separate

investment account, in the amount of $300,000 or 120% of the outstanding principal balance,

whichever is less. All principal and accrued interest is due on May 1, 2019. 
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LIFELONG AIDS ALLIANCE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2015 AND 2014

NOTE D - PENSION PLAN

NOTE E - LEASE COMMITMENTS

Minimum Change in

Lease Deferred Rent Rent

Payment Liability Expense

2016 984,149$    65,187$       1,049,336$   

2017 998,442      39,124         1,037,566     

2018 1,006,304   13,954         1,020,258     

2019 988,691      (9,923)          978,768       

2020 945,537      (28,878)        916,659       

Thereafter 2,577,628   (253,734)      2,323,894     

7,500,751$ (174,270)$     7,326,481$   

NOTE F - SUBSEQUENT EVENTS

Lifelong took over new leases with the acquisition of EWA on December 1, 2014. These included

properties in Bellingham, Aberdeen, Longview, and Everett. In accordance with financial accounting

standards, rent expense is recognized on a straight-line basis and a related deferred rent liability was

recorded. 

Effective July 1, 2014, Lifelong has a tenant improvement allowance on a long-term space lease. This

tenant improvement allowance of $159,135 is amortized over the life of the 10-year lease, with

$15,914 recognized each year.

Management has evaluated events occurring subsequent to June 30, 2015 through March 1, 2016,

which is the date the consolidated financial statements were available to be issued and has recognized

in the consolidated financial statements the effects of all subsequent events that provide additional

evidence about conditions that existed at June 30, 2015, including the estimates inherent in the

processing of financial statements.

Lifelong sponsors a defined contribution pension plan. Employer contributions to this plan are at the

discretion of Lifelong and are currently 50% of employees' contributions up to 3% of the employees'

compensation. Included in personnel expenses is $50,764 and $23,368 of pension expense for costs

relating to this plan for the years ended June 30, 2015 and 2014, respectively.

Future minimum lease payments, deferred rent, and rent expense under these leases for years ending 

June 30 are as follows:

Lifelong leases office and other space under non-cancelable operating lease agreements. Rent expense

for the years ended June 30, 2015 and 2014, was $974,530 and $715,993, respectively.
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SUPPLEMENTARY INFORMATION



Federal Grantor

"Program Title" CFDA Federal

Pass-through Grantor Number Expenditures

Department of Health and Human Services

"HIV Care Formula Grants"

Washington State Department of Health 93.917 * 7,536,166$    

"HIV Emergency Relief Project Grants"

Seattle - King County Department of Public Health 93.914 * 2,930,498     

"HIV Prevention Activities - Health Department Based"

Seattle - King County Department of Public Health 93.940 27,020          

"Coordinated Services and Access to Research for Women, Infants,

Children, and Youth"

Seattle - King County Department of Public Health 93.153 24,391          

"Grants to Provide Outpatient Early Intervention Services with

Respect to HIV Disease"

Seattle - King County Department of Public Health 93.918 5,405            

"Special Programs for the Aging - Title III, Part C - Nutrition Services"

City of Seattle 93.045 240,055        

"Nutrition Services Incentive Program"

City of Seattle 93.053 107,073        

Total Aging Cluster 347,128        

"State Planning and Establishment Grants for the 

Affordable Care Act (ACA)'s Exchanges"

Washington Health Benefit Exchange 93.525 83,036          

Total Department of Health and Human Services 10,953,644    

Department of Housing and Urban Development

"Housing Opportunities for Persons with AIDS"

City of Seattle - Base Contract 14.241 * 988,731        

City of Seattle - LEAD Contract 14.241 * 82,645          

City of Seattle - Snohomish County 14.241 * 6,975            

Department of Commerce - All Counties Except Snohomish 14.241 * 39,268          

Bellingham Housing Authority - Whatcom County 14.241 * 515              

Total Department of Housing and Urban Development 1,118,134     

Total Expenditures of Federal Awards 12,071,778$  

* Denotes major program

LIFELONG AIDS ALLIANCE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2015
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NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of

Lifelong AIDS Alliance and is presented on the accrual basis of accounting. The information in this

schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States,

Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this

schedule may differ from amounts presented in, or used in the preparation of, the basic consolidated

financial statements.

LIFELONG AIDS ALLIANCE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2015
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INDEPENDENT AUDITOR'S REPORT

BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

March 1, 2016

Board of Directors

Lifelong AIDS Alliance

Seattle, Washington

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 consolidated financial statements of

Lifelong AIDS Alliance, which comprise the consolidated statements of financial position as of June

30, 2015 and 2014, and the related consolidated statements of activities, functional expenses, and cash

flows for the years then ended, and the related notes to the consolidated financial statements, and have

issued our report thereon dated March 1, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered Lifelong

AIDS Alliance'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

consolidated financial statements, but not for the purpose of expressing an opinion on the effectiveness

of Lifelong AIDS Alliance’s internal control. Accordingly, we do not express an opinion on the

effectiveness of Lifelong AIDS Alliance’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph

and was not designed to identify all deficiencies in internal control that might be material weaknesses

or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that

were not identified. However, as described in the accompanying schedule of findings and questioned

costs, we identified certain deficiencies in internal control that we consider to be significant

deficiencies.

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 Lifelong AIDS Alliance’s consolidated financial statements will not be

prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or

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. We consider the deficiency

described in the accompanying schedule of findings and questioned costs as item 2015-001 to be a

significant deficiency. 
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Lifelong AIDS Alliance's consolidated

financial statements are free from 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.

Lifelong AIDS Alliance's Reponse to Findings

Lifelong AIDS Alliance’s response to the findings identified in our audit is described in the

accompanying schedule of findings and questioned costs. Lifelong AIDS Alliance’s response was not

subjected to the auditing procedures applied in the audit of the consolidated financial statements and,

accordingly, we express no opinion on it.

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

Lifelong AIDS Alliance’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 Lifelong AIDS

Alliance’s internal control and compliance. Accordingly, this communication is not suitable for any

other purpose.

Jacobson Jarvis & Co, PLLC
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INDEPENDENT AUDITOR'S REPORT BASED ON COMPLIANCE FOR EACH

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE

REQUIRED BY OMB CIRCULAR A-133

March 1, 2016

Board of Directors

Lifelong AIDS Alliance

Seattle, Washington

Report on Compliance with Each Major Federal Program

We have audited Lifelong AIDS Alliance’s compliance with the types of compliance requirements

described in the OMB Circular A-133 Compliance Supplement that could have a direct and material

effect on each of Lifelong AIDS Alliance’s major federal programs for the year ended June 30, 2015.

Lifelong AIDS Alliance’s major federal programs are identified in the summary of audit 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.

Auditors' Responsibility

Our responsibility is to express an opinion on compliance for each of Lifelong AIDS Alliance’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 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 OMB Circular A-

133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB

Circular A-133 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 Lifelong AIDS Alliance’s compliance with those requirements and performing

such other procedures as we considered 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 audit does not provide a legal determination of Lifelong AIDS

Alliance’s compliance.

Opinion on Each Major Federal Program

In our opinion, Lifelong AIDS Alliance 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 June 30, 2015.
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Report on Internal Control Over Compliance 

Management of Lifelong AIDS Alliance 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 Lifelong AIDS Alliance’s internal

control over compliance with the types of requirements that could have a direct and material effect on

each major federal program to determine the auditing procedures that are appropriate in the

circumstances for the purpose of expressing an opinion on compliance for each major federal program

and to test and report on internal control over compliance in accordance with OMB Circular A-133,

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 Lifelong AIDS

Alliance’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the

preceding paragraph and was not designed to identify all deficiencies in internal control over

compliance that might be material weaknesses or significant deficiencies and therefore, material

weaknesses or significant deficiencies may exist that were not identified. However, as discussed

below, we identified certain deficiencies in internal control over compliance that we consider to be

material weaknesses and significant deficiencies.

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 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. We consider

the deficiency in internal control over compliance described in the accompanying schedule of findings

and questioned costs as item 2015-002 to be a material weakness.

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 over compliance, yet important

enough to merit attention by those charged with governance. We consider the deficiency in internal

control over compliance described in the accompanying schedule of findings and questioned costs as

item 2015-003 to be a significant deficiency.

Other Matters

Lifelong AIDS Alliance’s response to the noncompliance findings identified in our audit is described

in the accompanying schedule of findings and questioned costs and corrective action plan. Lifelong

AIDS Alliance’s response was not subjected to the auditing procedures applied in the audit of

compliance and, accordingly, we express no opinion on the response.
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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

OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

Jacobson Jarvis & Co, PLLC

24



A. SUMMARY OF AUDIT RESULTS

1.

2.

3.

4.

5.

6.

7.

8.

9.

2015-001 Entity-level Controls - Monitoring

B. FINDINGS - FINANCIAL STATEMENT AUDIT

A comprehensive, fully integrated control system should include a formal monitoring process

by management and the Board. A formal monitoring process over the internal control system

as a whole helps ensure that the policies and procedures as described are, in fact, working as

designed over time and are the appropriate controls for the needs and risks of the organization.

Lifelong AIDS Alliance (Lifelong) does not currently have a formal monitoring process. 

Lifelong's control system has primarily focused on transactional, process-level controls, with

monitoring being less of an emphasis. Lack of monitoring of financial statement controls could

lead to degradation of internal controls over time.

LIFELONG AIDS ALLIANCE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2015

The auditor’s report expresses an unqualified opinion on the consolidated financial statements

of Lifelong AIDS Alliance.

Deficiencies relating to the consolidated financial statements are reported in the "Independent

Auditor's Report Based on an Audit of Financial Statements Performed in Accordance with

Government Auditing Standards ." Item 2015-001 was deemed to be a significant deficiency.

No instances of noncompliance material to the consolidated financial statements of Lifelong

AIDS Alliance were disclosed during the audit.

Deficiencies relating to the audit of the major federal award programs are reported in the

"Independent Auditor's Report Based on Compliance for Each Major Program and on Internal

Control over Compliance Required by OMB Circular A-133." Item 2015-002 was deemed to

be a material weakness and item 2015-003 was deemed to be a significant deficiency.

The auditor’s report on compliance for the major federal award programs for Lifelong AIDS

Alliance expresses an unqualified opinion.

Audit findings relative to the major federal award programs for Lifelong AIDS Alliance are

reported in Part C of this Schedule.

The programs tested as major were "HIV Care Formula Grants," CFDA No. 93.917; "HIV

Emergency Relief Project Grants," CFDA No. 93.914; and "Housing Opportunities for

Persons with AIDS," CFDA No. 14.241.

The threshold used for distinguishing between Type A and B programs was $362,153.

Lifelong AIDS Alliance was not determined to be a low-risk auditee.
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LIFELONG AIDS ALLIANCE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2015

2015-002 Internal Control Over Eligibility (formerly 2014-004)

CFDA Nos. 93.914 and 14.241.

Recommendation: We recommend that eligibility determination and recertifications be

reviewed for completeness and accuracy.

Views of a Responsible Official: Management concurs with the finding and recommendation as

reflected in the corrective action plan.

Criteria: Award recipients are required to establish and maintain internal control designed to

provide reasonable assurance that only eligible individuals receive assistance under Federal

programs.

Condition: In certain program areas, there is no process for supervisor review and approval of

the eligibility determination/recertification for continuing clients.

Questioned Costs: No reportable questioned costs.

Context: This finding was noted while reviewing eligibility case files. 

Effect: This lack of oversight could allow errors in eligibility determination to go undetected.

Cause:  Internal controls were not properly designed or implemented.

Federal Agencies: Department of Health and Human Services and Department of Housing and

Urban Development

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT

B. FINDINGS - FINANCIAL STATEMENT AUDIT (Continued)

Elements of a comprehensive monitoring plan should include: consistent documentation of

process level controls to facilitate the ability to monitor effectively, periodic monitoring of

established policies and procedures, and documented accounting policies and procedures. 

We recommend that management assess the current design of internal controls for their

effectiveness and efficiency and then implement the monitoring controls deemed to be

appropriate by management and the Board, documenting and applying them on a consistent

basis. 

Views of a Responsible Official: Management concurs with the finding and recommendation as

reflected in the corrective action plan.

We also recommend more consistent documented review of Lifelong Thrift Stores, LLC

financial statements and reconciliation between the general ledger and the donor database. 
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LIFELONG AIDS ALLIANCE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2015

(Continued)

2015-003 Internal Control over Suspension and Debarment (formerly 2014-005)

Criteria: Award recipients are required to establish and maintain internal controls designed to

provide reasonable assurance that procurement contracts for goods and services for $25,000 or

more are not entered into with parties that have been suspended or debarred. 

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT

Federal Agency: Department of Health and Human Services

CFDA No. 93.914

Views of a Responsible Official: Management concurs with the finding and recommendation as

reflected in the corrective action plan.

Condition: Lifelong has no written suspension and debarment policies in place for verification

of suspension and debarment. Lifelong began verifying all new or updated EHIP vendors for

suspension and debarment in 2014 and ongoing EHIP vendors in 2015. However, other

program vendors were not verified. 

Questioned Costs: No reportable questioned costs.

Context: This finding was noted while gaining an understanding of controls over suspension

and debarment and reviewing procurements over $25,000 for evidence of a verification check.

Effect: This lack of internal control could result in contracts for good and services being

entered into with parties that have been suspended or debarred.

Cause:  Internal controls were not properly designed or implemented.

Recommendation: We recommend implementation of a suspension and debarment policy that

includes all vendors and consistent documentation and review of all verification checks for

suspension and debarment.

27



August 18, 2015 

Erin Welch, CPA 

Jacobson Jarvis & Co., PLLC 

200 First Avenue West, Suite 200 

Seattle, WA 98119-4219 

J.. 
LIFELONG 

Subject: Lifelong AIDS Alliance- Summary Schedule of Prior Year Audit Findings 

Dear Erin: 

The following outlines the status of the audit findings from our June 30, 2014, audit reflecting corrective 

actions and progress achieved during fiscal 2015. 

Finding 2014-001 Entity Level Controls- Monitoring 

Lifelong does not have a comprehensive control system which includes (1) consistent documentation of process level 

controls to facilitate the ability to monitor effectively, {2} periodic monitoring of established policies and procedures, and 

(3) documented accounting policies and procedures. It is recommended that management assess the current design of 

financial statement internal controls for their effectiveness and efficiency and then implement the monitoring controls 

deemed to be appropriate by management and the Board, documenting, and applying them on a consistent basis. A 

formal monitoring process over the internal control system helps ensure that the policies and procedures as described are 

working as designed over time and are appropriate for the organization. 

Response: 

Lifelong has internal controls in place at the transaction and review level, but sti ll lacks an interna l control 

system which includes the monitoring of these controls by management and the Board. Due to staffing 

limitations and turnover of management, this Finding was not addressed at this level during FY2015. 

Finding 2014-002 Financial Reporting 

A key element of financial reporting is the ability of management to select and apply appropriate accounting principles in 

order to prepare the financial statements under GAAP. During the year management did not analyze certain transactions 

which resulted in material audit adjustments. In addition, it is recommended that accounting staff discuss donor 

restrictions with the development staff to ensure accurate net asset classifications in accordance with GMP. 

Response: 

Beginning in FY2015, the Director of Finance prepared Accounting Position Memos to document unusual or 

complex transactions and their treatment under GAAP. During FY2015, we drafted statements for the merger 

between Evergreen Well ness Advocates and Lifelong, asset recognition as a result of the building campaign, 

asset impairment, and the spin-off and subsequent consolidation of the Lifelong Thriftstore. 

Secondly, t he deposits and pledges are reviewed monthly by Finance with development staff to ensure any 

donor restrictions are identified for proper classification and recognition in the correct period. Also, a 

development staff person prepares the deposit support for recording the daily cash deposits and the 

classification of the contributions. 



Finding 2014-003 Compliance with Federal Cost Principles 

Federal Award Recipients must comply with Office of Budget Management (OMB) Circular A-122, Cost Principles for Non

Profit Organizations. OMB Circular A-122, states that charges to awards for salaries and wages are to be based on payroll 

documentation approved by a responsible official of the organization. The distribution of salaries and wages to awards are 

to be supported by activity reports which are signed by the employee or supervisor. 

It was noted that there is no consistent documentation of supervisor review for salaried employees who are charged 

entirely to one program and enter time only on an exception basis. 

Response: 

Beginning in July 2015, an enterprise-wide Time and Effort Reporting System was implemented. The system 

utilizes electronic timesheets that are completed by the employee and approved by the assigned manager 

prior to payroll processing. This system provides the underlying support for the distribution of sa laries to the 

appropriate Federal program as required under the OMB Circular A-122. 

Finding 2014-004 Internal Control over Eligibility 

Award recipients are required to establish and maintain internal control designed to provide reasonable assurance that 

only eligible individuals receive assistance under Federal programs. In certain program areas, there is no process for 

supervisor review and approval of the eligibility determination/recertification. It is recommended that eligibility 

determinations and recertifications be reviewed for completeness and accuracy. 

Response: 

Lifelong's monitoring and documentation of client eligibility is reviewed regularly by funding agencies and 

others with responsibility over our various programs. Program site visits have not identified problems with 

eligibility verification in FY2015. 

A more rigorous internal control review process was implemented in FY2015 to ensure new client files 

received a secondary review for eligibility. One of Lifelong's current client databases, Provide, has functionality 

to track client eligibility for multiple funders. Care advocates use this as a tool to track expiration dates of 

client eligibility documents to prompt client follow-up to request new documentation, as required . The other 

database utilized is CAREWare which tracks the most recent completion of eligibility elements under our 

custom Client tab. Reports are run to review expiration dates of eligibility. CM Metrics are run monthly by 

department, office, and end user and includes the active client list and all auditable chart elements. 

Finding 2014-005 Internal Control over Suspension and Debarment 

Award recipients are required to establish and maintain internal controls designed to provide reasonable assurance that 

procurement contracts for goods and services for $25,000 or more are not entered into with parties that have been 

suspended or debarred. Lifelong has no written suspension and debarment policies in place for verification of suspension 

and debarment. Lifelong began verifying all new or updated vendors in 2014, but ongoing vendors were not verified. 

Additionally, all verifications are not documented. It is recommended implementation of a suspension and debarment 

policy that includes all vendors and consistent documentation and review of all verification checks for suspension and 

debarment. 



In FY 2015, Lifelong implemented the necessary procedures to assure that this verification is completed and 

documented. Lifelong's finance staff completed the following: (1) Procedures were documented for the 

suspension and debarment process, (2) all existing and active vendors with cumulative transactions exceeding 

$25,000 over the past year were verified, (3) a log was created to document the vendor verifications 

performed for suspension and debarment. So far, Lifelong's review and qualification of vendors has identified 

no vendor listed on the federal suspension or debarment listing. 

The Finance Committee, Board of Directors and Management have set a clear "tone at the top" which places 

appropriate emphasis on internal controls and monitoring. Our goal is to follow best practices to the extent 

possible, and to assure that management and the Board have the means and ability to monitor the 

effectiveness of all policies, procedures and internal controls. This continues to be a work in progress and a 

priority for FY2016. 

Sincerely, 

Barbara Ebert 

Senior Director of Finance 
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February 29, 2016 

Erin Welch, CPA 

Jacobson Jarvis & Co., PLLC 

200 First Avenue West, Suite 200 

Seattle, WA 98119-4219 

Subject: lifelong AIDS Alliance (lifelong)- Corrective Action Plan 

Dear Erin: 

The following addresses the audit findings from our June 30, 2015 audit and lifelong management's corrective 

actions to be taken during FY 2016. Management concurs with the findings, and is committed to the 

implementation of the corrective action plan. 

FINANCIAL STATEMENT AUDIT: 

Finding 2015-001 Entity Level Controls- Monitoring 

A comprehensive, fully integrated control system should include a formal monitoring process by management and 

the Board. A formal monitoring process over the internal control system, as a whole, helps ensure that the policies 

and procedures are working as designed over time and are the appropriate controls for the needs and risks of the 

organization. Lifelong's control system has primarily focused on transactional, process-level controls, with 

monitoring being less of an emphasis. Lack of monitoring of financial statement controls could lead to degradation 

of internal controls over time. Lifelong does not currently have a formal monitoring process. 

Response: 

lifelong will begin the development of an internal control system that will include monitoring by management and 

the Board in FY2016. Financial statement internal controls will be reviewed to allow testing of the internal controls 

and a systematic monitoring process. Financial policies and procedures will be reviewed and updated annually or 

as business practices change. A summary of the financial reporting internal controls, their effectiveness, and 

application will be reviewed annually by management and presented to the Board. 

MAJOR FEDERAL AWARD PROGRAM AUDIT: 

Finding 2015-002 Internal Control over Eligibility 

Award recipients are required to establish and maintain internal control designed to provide reasonable assurance 

that only eligible individuals receive assistance under Federal programs. In certain program areas, there is no 

process for supervisor review and approval of the eligibility determination/ recertification. It is recommended that 

eligibility determinations and recertifications be reviewed for completeness and accuracy. 

Lifelong 
P.O. Box 80547 
Seattle, WA 98108 

Main Phone: (206) 957-1600 
Main Fax: (206) 325-2689 
lifelong.org Lifelong is a 501(c)(3) non-profit organization 



Response: 

Lifelong's monitoring and documentation of client eligibility is reviewed regularly by funding agencies and others 

with responsibility over our various programs. In addition, Lifelong's medical case managers and housing case 

managers who are responsible for assembling and reviewing client documents are knowledgeable about the 

eligibility requirements. Program site visits from several of Lifelong's funders have not identified any problems 

with veri fication of eligibi lity in FY 2015. During FY 2016 we have begun a project to store eligibility documents 

electronically for shared access across the programs. This work requires a review of each hard-copy eligibility 

document while comparing to the scanned electronic versions by our quality assurance personnel. A procedural 

step will be designed to record the review process on a go-forward basis. 

Finding 2015-003 Internal Control over Suspension and Debarment 

Award recipients are required ta establish and maintain internal controls designed to provide reasonable assurance 

that procurement contracts for goods and services for $25,000 or more are not entered into with parties that have 

been suspended or debarred. Lifelong had been verifying all new and ongoing EHIP vendors, but had not expanded 

that verification for the other program vendors. 

Response: 

In FY 2016, Li felong expanded t he verification to all vendors for cumulative transactions exceeding $25,000 and 

will revise policy and procedures for the change. Lifelong's review and qualification of vendors has not identified 

any vendor listed on the federal suspension or debarment listing. 

The Finance Committee, Board of Directors, and Management have set a clear "tone at the top" which places 

appropriate emphasis on internal controls and monitoring. Our goal is to follow best practices to the extent 

possible, and to assure that management and the Board have the means and ability to monitor the effectiveness of 

all policies, procedures and internal controls. 

Sincerely, 

~~~)~!-
Barbara Ebert 

Interim Executive Director 

Lifelong AIDS Alliance 
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