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Independent Auditor’s Report 
 
 
 
 

Board of Directors 
Provident, Inc. 
St. Louis, Missouri 
 
 
We have audited the accompanying financial statements of Provident, Inc. (“Provident”), which 
comprise the statements of financial position as of December 31, 2014 and 2013, and the related 
statements of activities, functional expenses and cash flows for the years then ended, and the related 
notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

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

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America.  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 Provident’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 Provident’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.
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Provident, Inc. as of December 31, 2014 and 2013, and the changes in net assets 
and its cash flows for the years then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Supplementary Information 

Our audits were conducted for the purpose of forming an opinion on the financial statements as a 
whole.  The Schedule of Expenses Related to the Productive Living Board Contract listed in the table 
of contents is presented for purposes of additional analysis and is not a required part of the financial 
statements.  Such information is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the financial statements.  The 
information has been subjected to the auditing procedures applied in the audit of the financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the financial statements or to 
the financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America.  In our opinion, the information is fairly 
stated, in all material respects, in relation to the financial statements as a whole. 

 

St. Louis, Missouri 
May 29, 2015
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Assets 

2014 2013

Cash  $         195,133  $         178,299 
Investments          2,922,022          3,393,451 
Accounts receivable

Clients, net of allowance; 2014 - $57,000, 2013 - $28,000             307,969             163,406 
Pledges, net of allowance; 2014 - $29,000, 2013 - $46,000                 3,987               10,183 
Grants receivable                         -                 7,500 
United Way          2,115,758          2,289,127 

Prepaid expenses               74,976               67,430 
Property and equipment, net             853,497             818,282 

Total assets $      6,473,342 $      6,927,678 

 

Liabilities and Net Assets 

Notes payable to bank  $         115,000  $         210,000 
Accounts payable             105,851               65,476 
Accrued expenses             119,785             158,209 
Deferred revenue               51,743             115,658 
Long-term debt             408,958             441,458 
Accrued pension liability          1,558,385          1,045,596 

Total liabilities          2,359,722          2,036,397 

Net Assets 
  Unrestricted
     Undesignated (928,147)           (808,980)
     Designated          2,859,022          3,330,451 

         1,930,875          2,521,471 

Temporarily restricted          2,119,745          2,306,810 
Permanently restricted               63,000               63,000 

Total net assets          4,113,620          4,891,281 

Total liabilities and net assets $      6,473,342 $      6,927,678 
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Temporarily Permanently 
Unrestricted Restricted Restricted Total

Revenues, Gains and Other Support
Program services  $       2,295,215  $                     -  $                   -  $        2,295,215 
Contributions

United Way                         -           2,115,758                       -            2,115,758 
Other              824,006                  5,000                       -               829,006 

Investment income designated for current operations                         -                         -                       -                          - 

          3,119,221           2,120,758                       -            5,239,979 

Net assets released from restrictions 
Satisfaction of time and program restrictions           2,307,823         (2,307,823)                       -                          - 

Total revenues, gains and other support           5,427,044            (187,065)                       -            5,239,979 

Expenses 
Program services

Counseling           2,172,726                         -                       -            2,172,726 
Community services              820,742                         -                       -               820,742 
Life crisis services           1,249,353                         -                       -            1,249,353 

Total program services           4,242,821                         -                       -            4,242,821 
 

Management and general              528,152                         -                       -               528,152 
Fundraising              223,230                         -                       -               223,230 

Total expenses           4,994,203                         -                       -            4,994,203 

Change in Net Assets Before Other Changes              432,841            (187,065)                       -               245,776 

Other Changes
Investment gain in excess of amounts designated for

current operations                21,787                         -                       -                 21,787 
Pension related changes other than periodic pension cost         (1,045,224)                         -                       -          (1,045,224)
Loss on disposal of fixed assets                         -                         -                       -                          - 

Net Increase (Decrease) in Net Assets            (590,596)            (187,065)                       -             (777,661)

Net Assets, Beginning of Year           2,521,471           2,306,810              63,000            4,891,281 

Net Assets, End of Year $       1,930,875 $       2,119,745  $          63,000 $        4,113,620 

2014
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Temporarily Permanently 
Unrestricted Restricted Restricted Total

 $       1,852,374  $                     -  $                   -  $        1,852,374 

                        -           2,289,127                       -            2,289,127 
             522,292                         -                       -               522,292 
             100,001                         -                       -               100,001 

          2,474,667           2,289,127                       -            4,763,794 

          2,377,222         (2,377,222)                       -                          - 

          4,851,889              (88,095)                       -            4,763,794 

          2,195,298                         -                       -            2,195,298 
             918,279                         -                       -               918,279 
             957,905                         -                       -               957,905 

          4,071,482                         -                       -            4,071,482 

             931,767                         -                       -               931,767 
             139,162                         -                       -               139,162 

          5,142,411                         -                       -            5,142,411 

           (290,522)              (88,095)                       -             (378,617)

             375,170                         -                       -               375,170 
          1,168,300                         -                       -            1,168,300 
               (1,585)                         -                       -                 (1,585)

          1,251,363              (88,095)                       -            1,163,268 

          1,270,108           2,394,905              63,000            3,728,013 

 $       2,521,471  $       2,306,810  $          63,000 $        4,891,281 

2013
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2014 2013

Operating Activities
Change in net assets  $       (777,661)  $      1,163,268 
Items not requiring (providing) operating activities cash flows

Depreciation               58,029               54,288 
Loss on disposal of fixed assets                         -                 1,585 
Net realized and unrealized (gains) losses on investments               33,202           (438,347)

Changes in
Receivables               42,502             135,048 
Prepaid expenses               (7,546)               (4,987)
Accounts payable, accrued expenses and deferred revenue             (61,964)                  (572)
Accrued pension liability             512,789        (1,112,929)

Net cash used in operating activities           (200,649)           (202,646)

Investing Activities
Purchase of property and equipment             (93,244)             (16,173)
Purchase of investments        (4,667,687)           (830,896)
Proceeds from disposition of investments          5,105,914          1,397,434 

Net cash provided by investing activities             344,983             550,365 

Financing Activities
Payments on line-of-credit agreement             655,000             820,000 
Borrowings under line-of-credit agreement           (750,000)           (960,000)
Principal payments on note payable to bank and long-term debt             (32,500)             (32,500)

Net cash used in financing activities           (127,500)           (172,500)

Increase in Cash               16,834             175,219 

Cash, Beginning of Year             178,299                 3,080 

Cash, End of Year $         195,133 $         178,299 

Supplemental Cash Flows Information

Interest paid  $           17,576  $           18,236 
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Fundraising Total
Expense Expenses

Salaries and wages  $    1,392,703 $       588,538 $    1,066,694 $         246,067 $       138,306 $    3,432,308 
Employee benefits           170,756             47,171             64,255               15,712               9,069           306,963 
Payroll taxes           104,066            44,997            42,059              17,760            10,509          219,391 
Pension income           (17,255)            (7,292)            (7,125)              (3,049)            (1,714)           (36,435)

Total salaries, wages and related
 expenses        1,650,270           673,414        1,165,883             276,490           156,170        3,922,227 

Professional fees             16,922            20,304              5,162            127,758              4,644          174,790 
Supplies             14,976            27,659              3,570                1,513              1,431            49,149 
Telephone             52,299            10,244              8,345                5,313                 210            76,411 
Postage and shipping                  995                   20                   22                2,751              1,519              5,307 
Occupancy           167,724               6,372               6,191               11,772               1,125           193,184 
Repairs and maintenance             60,693            12,864            10,339              12,757                      -            96,653 
Printing and publications               1,890                 545              2,044              30,331              9,273            44,083 
Travel             17,705            14,072            11,552                        -              3,696            47,025 
Staff training and development               3,347            12,615              2,466                   349                   64            18,841 
Conference and meetings               1,534                      -              2,374                2,400                 480              6,788 
Membership dues                       -                  385                       -                    138                       -                  523 
Miscellaneous             65,726            20,825            10,239              28,213            23,529          148,532 
Bad debts             38,281                      -                      -                        -              9,950            48,231 
Interest                    89                      -                      -              18,368                      -            18,457 
Insurance - liability             28,313              4,839              2,907                4,498                      -            40,557 
Temporary help               7,701                  127                    76                        1                       -               7,905 
Marketing and communications               8,818              3,185            10,113                   400            11,139            33,655 
Security               2,884                 263                 257                   452                      -              3,856 
Depreciation             32,559            13,009              7,813                4,648                      -            58,029 

 $    2,172,726 $       820,742 $    1,249,353 $         528,152 $       223,230 $    4,994,203 

Program Expenses Supporting Services

 
Community 

Services
Life Crisis 
ServicesCounseling and General

Management
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Fundraising Total
Expense Expenses

Salaries and wages  $    1,424,652  $       648,766  $       779,237  $         528,544  $         88,470  $    3,469,669 
Employee benefits           121,479            40,904            49,126              42,906              3,510          257,925 
Payroll taxes           124,975            53,590            39,588              40,396              9,458          268,007 
Pension expense             69,896               3,002             23,202               25,931               4,340           126,371 

Total salaries, wages and related
 expenses        1,741,002          746,262          891,153            637,777          105,778       4,121,972 

Professional fees             12,320             17,766               8,609             155,111               5,858           199,664 
Supplies             14,507            18,526              2,661                2,252              1,096            39,042 
Telephone             54,402             15,883               4,825                 8,435               1,130             84,675 
Postage and shipping               3,253                   17                      -                   644                 601              4,515 
Occupancy           185,578             26,008               5,035               19,674               1,150           237,445 
Repairs and maintenance             43,482            16,785              6,191              15,814                      -            82,272 
Printing and publications               2,824                  485               2,930               21,122               8,902             36,263 
Travel             20,379               8,868               7,325                         -               7,740             44,312 
Staff training and development               4,265              3,312              2,281                   863                 475            11,196 
Conference and meetings                  358                  358                  461                 1,251               1,576               4,004 
Membership dues               2,519              1,079              1,181                3,376                      -              8,155 
Miscellaneous             43,621             26,653               8,567               25,517               3,482           107,840 
Bad debts             (4,407)              1,543                 644                        -              1,099             (1,121)
Interest                    16                       -                       -               19,857                       -             19,873 
Insurance - liability             21,965             12,758               5,232                 4,717                       -             44,672 
Temporary help             10,041                      -                      -                   575                      -            10,616 
Marketing and communications             11,447               6,133               4,271                 7,515                  275             29,641 
Ads for job vacancies                       -                      -                      -                     25                      -                   25 
Security               1,469                  694                  211                    688                       -               3,062 
Depreciation             26,257            15,149              6,328                6,554                      -            54,288 

 $    2,195,298 $       918,279 $       957,905 $         931,767 $       139,162 $    5,142,411 

 

Program Expenses Supporting Services

Counseling
Community 

Services
Life Crisis 
Services

Management 
and General
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Note 1: Nature of Operations and Summary of Significant Accounting 
Policies 

Nature of Operations 

Provident, Inc. (“Provident”) is a voluntary not-for-profit community service organization.  The 
primary services offered by Provident are psycho-social, socio-economic, social work and crisis 
hotline services.  Funding for these services is provided by client fees, United Way and other 
contributors and contracts with government and businesses.  Provident maintains service offices 
throughout the St. Louis metropolitan area.  

Use of Estimates 

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

Cash  

At December 31, 2014, Provident’s cash accounts did not exceed federally insured limits. 

Program Services Revenue 

Program services revenue is generated by various counseling, community and life crisis service 
programs.  Fees for services vary according to the program.  Since Provident receives United Way 
funding, fees may be adjusted based on an individual’s economic situation.  Certain counseling and 
community services are provided through contracts with government, employers, or customers of 
local, regional and national corporations.  Program service fees are recognized as revenue during 
the period in which Provident is obligated to provide services under these agreements.   

Investments and Investment Return 

Investments in equity securities having a readily determinable fair value and in all debt securities 
are carried at fair value.  Other investments are also carried at fair value.  For those investments 
without readily determinable fair values, values used were those provided by the managers of the 
investment funds.  These estimated values are subject to uncertainty and, therefore, may differ 
significantly from the value that would have been used has a market for such investments existed.  
Such difference could be material.  Investment return includes dividend, interest; realized and 
unrealized gains and losses on investments carried at fair value.
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Investment return that is initially restricted by donor stipulation and for which the restriction will 
be satisfied in the same year is included in temporarily restricted net assets and then released from 
restriction.  Other investment return is reflected in the statements of activities as unrestricted, 
temporarily restricted or permanently restricted based upon the existence and nature of any donor 
or legally imposed restrictions. 

Accounts Receivable 

Accounts receivable are stated at the amount billed to customers.  Provident provides an allowance 
for doubtful accounts, which is based upon a review of outstanding receivables, historical 
collection information and existing economic conditions.  Accounts receivable are ordinarily due 
30 days after the issuance of the invoice.  Delinquent receivables are written off based on 
individual credit evaluation and specific circumstances of the customer. 

Property and Equipment 

Property and equipment are stated at cost less accumulated depreciation.  Depreciation of buildings 
is charged to expense using the straight-line method over the estimated useful life of each asset.  
Assets under capital lease obligations and leasehold improvements are depreciated over the shorter 
of the lease term or their respective estimated useful lives.  Provident capitalizes any additions with 
a cost of $1,000 or more and a useful life greater than two years. 

Temporarily and Permanently Restricted Net Assets 

Temporarily restricted net assets are those whose use by Provident has been limited by donors to a 
specific time period or purpose.  Permanently restricted net assets have been restricted by donors to 
be maintained by Provident in perpetuity. 

Contributions and Pledges Receivable 

Gifts of cash and other assets received without donor stipulations are reported as unrestricted 
revenue and net assets.  Gifts received with a donor stipulation that limits their use are reported as 
temporarily or permanently restricted revenue and net assets.  When a donor stipulated time 
restriction ends or purpose restriction is accomplished, temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statement of activities as net assets 
released from restrictions.  Gifts having donor stipulations which are satisfied in the period the gift 
is received are reported as unrestricted revenue and net assets.  Gifts and investment income that 
are originally restricted by the donor and for which the restriction is met in the same time period 
are recorded as temporarily restricted and then released from restriction. 

Unconditional gifts expected to be collected within one year are reported at their net realizable 
value.  Unconditional gifts expected to be collected in future years are initially reported at fair 
value determined using the discounted present value of estimated future cash flows technique. 
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Contributed Services 

Contributions of services are recognized as revenue at their estimated fair value only when the 
services received create or enhance nonfinancial assets or require specialized skills possessed by 
the individuals providing the service and the service would typically need to be purchased if not 
donated.  Significant services are donated to Provident’s Life Crisis Services program.  These 
services meet the requirements for recognition and have been recorded in the accompanying 
financial statements.  The value of contribution revenue recognized from contributed services for 
the years ended December 31, 2014 and 2013, is approximately $492,000 and $306,000, 
respectively.  

Deferred Revenue 

Certain counseling, community and life crisis services are provided through contracts with 
government, employers, or customers of local, regional and national corporations.  Program service 
fees are recognized as revenue during the period in which they are earned. 

Income Taxes 

Provident is exempt from income taxes under Section 501 of the Internal Revenue Code and a 
similar provision of state law.  However, Provident is subject to federal income tax on any 
unrelated business taxable income. 

Provident files tax returns in the U.S. federal jurisdiction.  With a few exceptions, Provident is no 
longer subject to U.S. federal examinations by tax authorities for years before 2011. 

Functional Allocation of Expenses 

The costs of supporting the various programs and other activities have been summarized on a 
functional basis in the statements of activities.  Certain costs have been allocated among the 
program, management and general and fundraising categories based on time spent. 

Transfer Between Fair Value Hierarchy Levels 

Transfers in and out of Level 2 (other significant observable inputs) and Level 3 (significant 
unobservable inputs) are recognized on the period ending date.  

Subsequent Events 

On April 17, 2015, Provident entered into an agreement to replace the HVAC system.  Total 
contract sum is $398,245 and the work is expected to be completed during 2015. 

On April 27, 2015, Provident entered into a 20 year loan commitment in the amount of $1,250,000 
which is expected to close on or before July 15, 2015.  The loan will be used to refinance any 
outstanding amounts on the current line of credit and long-term debt and also fund various capital 
improvements including the new HVAC system.  The note has an interest rate of 5 percent and will 
be collateralized by Provident’s building.  
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Subsequent events have been evaluated through the date of the Independent Auditor’s Report, 
which is the date the financial statements were available to be issued. 

 

Note 2: Investments and Investment Return 

Investments at December 31 consisted of the following: 

2014 2013

Common stock  $             6,468  $             4,277 
Cash equivalents               44,602             141,783 
Mutual funds

Large cap             739,174             730,857 
Mid cap             166,959             142,670 
International             752,013             871,222 
Fixed income/bond funds             823,796             711,361 
Other             379,354             193,044 

Limited partnerships                 9,656             598,237 

$      2,922,022 $      3,393,451 

 

Alternative Investments 

Alternative investments consist of limited partnerships who invest in hedge funds as follows at 
December 31: 

Unfunded Redemption
Fair Value Commitments Frequency

Hedge funds of funds - 2014  $               9,656  $                      - Annual Annual withdrawals 100 day notice

Hedge funds of funds - 2013  $           598,237  $                      - Annual Annual withdrawals 100 day notice

Redemption Notice Period

 

The hedge funds of funds include investments in hedge funds that pursue multiple strategies to 
diversify risks and reduce volatility.  At December 31, 2014, $9,656 of the total fair value is 
invested in two funds which Provident requested to liquidate during 2014. 

Provident designates only a portion of the cumulative investment return for support of current 
operations.  The remainder is retained to support operations of future years and to offset potential 
market declines.
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Total investment return is comprised of the following: 

2014 2013

Interest and dividend income  $         65,918  $         47,811 
Investment fees             (8,456)           (10,987)
Net realized and unrealized gains (losses) on investments           (35,675)           438,347 

Total return on investments             21,787           475,171 

Investment return designated for operations                      -         (100,001)

Investment gain in excess of amounts designated
for current operations $         21,787 $       375,170 

 

Note 3: Pledges Receivable 

Pledges receivable consisted of the following: 

2014 2013

Due within one year  $         29,417  $         55,215 
Due in one to five years               4,000                  742 

            33,417             55,957 
Less

Allowance for uncollectible contributions           (29,117)           (45,557)
Unamortized discount                (313)                (217)

$           3,987  $         10,183 

 

Discount rate was 1.99 percent for both 2014 and 2013. 



Provident, Inc. 
Notes to Financial Statements 

December 31, 2014 and 2013 

 

 

 13 

Note 4: Property and Equipment 

Property and equipment at December 31 consists of: 

2014 2013

Land  $         88,667  $         88,667 
Buildings and improvements        1,592,825        1,574,331 
Leasehold improvements             23,671             23,671 
Furniture and equipment           923,972           849,222 
Automobiles               7,353               7,353 

       2,636,488        2,543,244 

Less accumulated depreciation        1,782,991        1,724,962 

$       853,497 $       818,282 

 

Note 5: Note Payable to Bank 

Provident has a $400,000 bank line of credit expiring September 26, 2015.  Interest is payable 
monthly at a variable rate equal to 3.05 percent over London Interbank Offered Rate (LIBOR).  
The effective rate at December 31, 2014 and 2013, was 3.21 percent.  At December 31, 2014 and 
2013, there was $115,000 and $210,000, respectively, borrowed against this line.  The line is 
secured by investments.  

 

Note 6: Long-term Debt  

Provident has a note payable that matures on May 31, 2017.  Principal is payable in monthly 
installments of $2,708 with a balloon payment due upon maturity.  Interest is payable monthly at a 
variable rate equal to 3.05 percent over LIBOR, which was 3.22 percent on December 31, 2014 and 
2013.  The note is collateralized by investments.  At December 31, 2014 and 2013, there was 
$408,958 and $441,458, respectively, due on this note.   

Aggregate annual maturities of long-term debt at December 31, 2014, are: 

2015  $         32,500 
2016             32,500 
2017           343,958 

$       408,958 
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Note 7: Net Assets 

Temporarily Restricted Net Assets 

Temporarily restricted net assets at December 31 are available for the following purposes or 
periods: 

2014 2013

United Way contribution - restricted for time  $    2,115,758  $    2,289,127 
Pledges receivable - restricted for time               3,987             10,183 
Grants receivable - restricted for time                      -               7,500 

$    2,119,745 $    2,306,810 

 

Permanently Restricted Net Assets 

Permanently restricted net assets at December 31 are restricted to invest in perpetuity with income 
available to support any program activity of Provident. 

Net Assets Released from Restrictions 

Net assets were released from donor restrictions by incurring expenses satisfying the restricted 
purposes or by occurrence of other events specified by donors. 

2014 2013

Funds received satisfying time restriction
United Way  $    2,289,127  $    2,289,127 
Pledges and grants receivable             18,696             88,095 

$    2,307,823 $    2,377,222 

 

Note 8: Endowment 

Provident’s endowment consists of funds established for the purpose of funding Provident’s 
operations.  The endowment includes both donor-restricted endowment funds and funds designated 
by the governing body to function as endowments (board-designated endowment funds).  As 
required by accounting principles generally accepted in the United States of America (GAAP), net 
assets associated with endowment funds, including board-designated endowment funds, are 
classified and reported based on the existence or absence of donor-imposed restrictions.
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Provident’s governing body has interpreted the State of Missouri Prudent Management of 
Institutional Funds Act (SPMIFA) as requiring preservation of the fair value of the original gift as 
of the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the 
contrary.  As a result of this interpretation, Provident classifies as permanently restricted net assets 
(a) the original value of gifts donated to the permanent endowment, (b) the original value of 
subsequent gifts to the permanent endowment and (c) accumulations to the permanent endowment 
made in accordance with the direction of the applicable donor gift instrument at the time the 
accumulation is added to the fund.  The remaining portion of donor-restricted endowment funds is 
classified as temporarily restricted net assets until those amounts are appropriated for expenditure 
by Provident in a manner consistent with the standard of prudence prescribed by SPMIFA.  In 
accordance with SPMIFA, Provident considers the following factors in making a determination to 
appropriate or accumulate donor-restricted endowment funds: 

1. Duration and preservation of the fund 
2. Purposes of Provident and the fund 
3. General economic conditions 
4. Possible effect of inflation and deflation 
5. Expected total return from investment income and appreciation or depreciation of 

investments 
6. Other resources of Provident 
7. Investment policies of Provident 

 
The composition of net assets by type of endowment fund at December 31: 

Unrestricted Restricted Total

Donor-restricted endowment funds - 2014  $                     -  $           63,000  $           63,000 
Board-designated endowment funds - 2014          2,859,022                         -          2,859,022 

Total endowment funds $      2,859,022 $           63,000 $      2,922,022 

Permanently 

 

Donor-restricted endowment funds - 2013  $                     -  $           63,000  $           63,000 
Board-designated endowment funds - 2013          3,330,451                         -          3,330,451 

Total endowment funds $      3,330,451 $           63,000 $      3,393,451 
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Changes in endowment net assets for the years ended December 31, 2014 and 2013, were: 

Permanently
Unrestricted Restricted Total

Endowment net assets, January 1, 2013  $      3,458,642  $           63,000  $      3,521,642 

Investment return
Investment income               47,723                         -               47,723 
Net appreciation             438,347                         -             438,347 

Total investment return             486,070                         -             486,070 

Appropriation of endowment assets for
 expenditure           (614,261)                         -           (614,261)

Endowment net assets, December 31, 2013          3,330,451               63,000          3,393,451 

Investment return
Investment income               65,918                         -               65,918 
Net depreciation             (35,675)                         -             (35,675)

Total investment return               30,243                         -               30,243 

Appropriation of endowment assets for
 expenditure           (501,672)                         -           (501,672)

Endowment net assets, December 31, 2014 $      2,859,022 $           63,000 $      2,922,022 

 

Provident has adopted investment and spending policies for endowment assets that attempt to 
provide a predictable stream of funding to programs and other items supported by its endowment 
while seeking to maintain the purchasing power of the endowment.  Endowment assets include 
those assets of donor-restricted endowment funds Provident must hold in perpetuity or for donor-
specified periods, as well as those of board-designated endowment funds.  Under Provident’s 
policies, the endowment’s objectives are enhancement of principal, competitive returns and 
appropriate investment risk.  Provident expects its endowment funds to provide an average rate of 
return of approximately 5.6 percent annually over time adjusted for inflation.  Actual returns in any 
given year may vary from this amount. 

To satisfy its long-term rate of return objectives, Provident relies on a total return strategy in which 
investment returns are achieved through both current yield (investment income such as dividends 
and interest) and capital appreciation (both realized and unrealized).  Provident targets a diversified 
asset allocation that places a greater emphasis on equity-based investments to achieve its long-term 
return objectives within prudent risk constraints. 

Provident has a policy (the spending policy) of appropriating for expenditure each year no more 
than 5.5 percent of its endowment fund’s average fair value over the prior 20 quarters through the 
year-end preceding the year in which expenditure is planned.  In establishing this policy, Provident 
considered the long-term expected return on its endowment and its objective of maintaining the 
purchasing power of endowment assets held in perpetuity or for a specified term, as well as to 
provide additional real growth through new gifts and investment return. 
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Note 9: Operating Leases 

Noncancellable operating leases for office space expire in various years through 2019.  These 
leases generally contain renewal options for periods ranging from one to seven years and require 
Provident to pay all executory costs (property taxes, maintenance and insurance).  

Future minimum lease payments under operating leases are: 

2015  $       170,452 
2016           110,677 
2017             71,764 
2018             26,160 
2019             23,980 

 $       403,033 
  

Rental expense for all operating leases as of December 31, 2014 and 2013, were $163,574 and 
$203,975, respectively. 

 

Note 10: Pension and Other Postretirement Benefit Plans 

Provident has a noncontributory defined benefit pension plan covering all employees who meet the 
eligibility requirements.  Provident’s funding policy is to make the minimum annual contribution 
that is required by applicable regulations, plus such amounts as Provident may determine to be 
appropriate from time to time.  Effective March 31, 2008, the plan was amended such that no 
additional employees would become eligible and no additional benefits would accrue under the 
plan as of the effective date of the amendment.  Provident expects to contribute $519,776 to the 
plan in 2015. 

Provident uses a December 31 measurement date for the plans.  Information about the plan’s 
funded status follows: 

 
2014 2013

Benefit obligation, both projected and accumulated  $    8,373,166  $    7,484,699 
Fair value of plan assets        6,814,781        6,439,103 

Funded status $  (1,558,385) $  (1,045,596)
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Liabilities recognized in the statements of financial position: 

2014 2013

Accrued pension liability $    1,558,385 $    1,045,596 

 

Amounts recognized in change in net assets not yet recognized as components of net periodic 
benefit cost consist of: 

2014 2013

Net loss  $    3,228,548  $    2,250,460 
Prior service cost           (30,880)           (98,016)

$    3,197,668 $    2,152,444 

  

Information for pension plans with an accumulated benefit obligation in excess of plan assets: 
 

2014 2013

Projected benefit obligation  $    8,373,166  $    7,484,699 
Accumulated benefit obligation  $    8,373,166  $    7,484,699 
Fair value of plan assets  $    6,814,781  $    6,439,103 

  

Other significant balances and costs are: 

2014 2013

Employer contributions  $       496,000  $         71,000 
Benefits paid  $       509,028  $       513,534 
Net periodic benefit costs  $       (36,435)  $       126,371 

  

The estimated net loss and prior service cost for the defined benefit pension plan that will be 
amortized into net periodic benefit cost over the next fiscal year are $212,373 and $(67,000), 
respectively.
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Significant assumptions include: 

2014 2013

Weighted-average assumptions used to determine
benefit obligations

Discount rate 4.00% 5.00%
Rate of compensation increase N/A N/A

Weighted-average assumptions used to determine
benefit costs

Discount rate 4.00% 5.00%
Expected return on plan assets 8.50% 8.50%
Rate of compensation increase N/A N/A

 

Provident has estimated the long-term rate of return on plan assets based primarily on historical 
returns on plan assets, adjusted for changes in target portfolio allocations and recent changes in 
long-term interest rates based on publicly available information.  

Provident’s overall investment strategies are enhancement of principal, competitive investment 
returns and appropriate investment risk.  The target allocation percentage is 40 percent equity and 
60 percent fixed income plus or minus 5 percent.  Provident expects to maintain appropriate 
diversification among complementary investment styles within the equity and fixed income 
allocations based on market conditions.  The purpose is to moderate the overall investment risk. 

Provident’s pension plan weighted-average asset allocations by asset category are as follows as of 
December 31: 

2014 2013

Cash and cash equivalents 1% 1%
Mutual funds

Large cap 14% 15%
Mid cap 6% 3%
International 19% 21%
Fixed income/bond funds 60% 56%

Limited partnership 0% 4%

100% 100%
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Pension Plan Assets 

Following is a description of the valuation methodologies and inputs used for pension plan assets 
measured at fair value on a recurring basis and recognized in the accompanying statements of 
financial position, as well as the general classification of pension plan assets pursuant to the 
valuation hierarchy. 

Where quoted market prices are available in an active market, plan assets are classified within 
Level 1 of the valuation hierarchy.  Level 1 plan assets include money market and mutual funds.  If 
quoted market prices are not available, then fair values are estimated by using pricing models, 
quoted prices of plan assets with similar characteristics or discounted cash flows.  Level 2 plan 
assets include an investment in a limited partnership.  In certain cases where Level 1 or Level 2 
inputs are not available, plan assets are classified within Level 3 of the hierarchy.  There were no 
Level 3 plan assets at December 31, 2014 and 2013. 

The fair values of Provident’s pension plan assets at December 31, by asset class are as follows: 

 in Active Significant

 Markets for  Other

 Identical  Observable

 Assets  Inputs
Fair Value (Level 1) (Level 2)

As of December 31, 2014
Money market funds  $           36,940  $           36,940  $                     -  $                     - 

Mutual funds

Large cap             980,188             980,188                         -                         - 

Mid cap             404,634             404,634                         -                         - 

International          1,302,062          1,302,062                         -                         - 

Fixed income/bond funds          4,090,957          4,090,957                         -                         - 

Total  $      6,814,781  $      6,814,781  $                     -  $                     - 

As of December 31, 2013
Money market funds  $           62,802  $           62,802  $                     -  $                     - 

Mutual funds

Large cap             954,503             954,503                         -                         - 

Mid cap             205,959             205,959                         -                         - 

International          1,374,458          1,374,458                         -                         - 

Fixed income/bond funds          3,583,759          3,583,759                         -                         - 

Limited partnership             257,622                         -             257,622                         - 

Total $      6,439,103 $      6,181,481  $         257,622 $                     - 

 Inputs
(Level 3)

Significant 

Quoted Prices

Unobservable
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The following benefit payments, which reflect expected future service, as appropriate, are expected 
to be paid as of December 31, 2014: 

 
2015  $       519,776 
2016  $       337,050 
2017  $       984,442 
2018  $       593,849 
2019  $       416,890 
2020-2024  $    3,173,480  

Retirement Savings Plan 

Provident has a 401(k) retirement savings plan covering substantially all employees.  Provident’s 
contributions to the plan are determined annually by the board of directors.  Contributions to the 
plan were $31,316 and $31,088 for 2014 and 2013, respectively. 

 

Note 11: Disclosures About Fair Value of Assets  

Fair value is the price that would be received to sell an asset in an orderly transaction between 
market participants at the measurement date.  Fair value measurements must maximize the use of 
observable inputs and minimize the use of unobservable inputs.  There is a hierarchy of three levels 
of inputs that may be used to measure fair value: 

Level 1 Quoted prices in active markets for identical assets  

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar assets; 
quoted prices in markets that are not active; or other inputs that are observable or can 
be corroborated by observable market data for substantially the full term of the 
assets  

Level 3 Unobservable inputs supported by little or no market activity and are significant to 
the fair value of the assets  

Recurring Measurements 

The following table presents the fair value measurements of assets recognized in the accompanying 
statements of financial position measured at fair value on a recurring basis and the level within the 
fair value hierarchy in which the fair value measurements fall at December 31, 2014 and 2013: 
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Significant

 in Active  Other

 Markets for  Observable

 Inputs
Fair Value (Level 1) (Level 2)

As of December 31, 2014
Common stock  $             6,468  $             6,468  $                     -  $                     - 

Cash equivalents  $           44,602  $           44,602  $                     -  $                     - 

Mutual funds

Large cap  $         739,174  $         739,174  $                     -  $                     - 

Mid cap  $         166,959  $         166,959  $                     -  $                     - 

International  $         752,013  $         752,013  $                     -  $                     - 

Fixed income/bond funds  $         823,796  $         823,796  $                     -  $                     - 

Other  $         379,354  $         379,354  $                     -  $                     - 

Limited partnership  $             9,656  $                     -  $             9,656  $                     - 

As of December 31, 2013
Common stock  $             4,277  $             4,277  $                     -  $                     - 

Cash equivalents  $         141,783  $         141,783  $                     -  $                     - 

Mutual funds

Large cap  $         730,857  $         730,857  $                     -  $                     - 

Mid cap  $         142,670  $         142,670  $                     -  $                     - 

International  $         871,222  $         871,222  $                     -  $                     - 

Fixed income/bond funds  $         711,361  $         711,361  $                     -  $                     - 

Other  $         193,044  $         193,044  $                     -  $                     - 

Limited partnership  $         598,237  $                     -  $         598,237  $                     - 

 Inputs
(Level 3)

Fair Value Measurements Using

Quoted Prices

Unobservable

 Identical Assets

Significant 

 

Following is a description of the valuation methodologies and inputs used for assets measured at 
fair value on a recurring basis and recognized in the accompanying statements of financial position, 
as well as the general classification of such assets and liabilities pursuant to the valuation 
hierarchy.  There have been no significant changes in the valuation techniques during the year 
ended December 31, 2014.  There are no assets classified within Level 3 of the fair value hierarchy 
at December 31, 2014 or 2013. 

Investments 

Where quoted market prices are available in an active market, investments are classified within 
Level 1 of the valuation hierarchy.  If quoted market prices are not available, then fair values are 
estimated by using quoted prices of investments with similar characteristics or independent asset 
pricing services and pricing models, the inputs of which are market-based or independently sourced 
market parameters, including, but not limited to, yield curves, interest rates, volatilities, 
prepayments, defaults, cumulative loss projections and cash flows.  Such investments are classified 
in Level 2 of the valuation hierarchy.  In certain cases where Level 1 or Level 2 inputs are not 
available, investments are classified within Level 3 of the hierarchy.   
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The value of certain investments, classified as alternative investments, is determined using net asset 
value (or its equivalent) as a practical expedient.  Investments for which Provident expects to have 
the ability to redeem its investments with the investee within 12 months after the reporting date are 
categorized as Level 2.   

The following is a reconciliation of the beginning and ending balances of recurring fair value 
measurements recognized in the accompanying statement of financial position using significant 
unobservable (Level 3) inputs:  

Balance, January 1, 2013  $         700,471 

43,553             

change of net assets           (424,612)

          (319,412)

Balance, December 31, 2013 $                   -   

Transfer to Level 2

Total realized and unrealized gains included in 

Purchases, sales, issues and settlements (net)

 
 

Note 12: Significant Estimates and Concentrations 

Accounting principles generally accepted in the United States of America require disclosure of 
certain significant estimates and current vulnerabilities due to certain concentrations.  Those 
matters include the following: 

Contributions 

Provident receives significant funding from the United Way on an annual basis.  In accordance 
with generally accepted accounting principles, Provident recognizes the funding amount awarded 
by United Way in its financial statements in the period notification of the award is received.  
Provident received approximately 40 percent and 48 percent, respectively, of all unrestricted 
support and revenue excluding investment return from the United Way during 2014 and 2013. 

Investments 

Provident invests in various investment securities.  Investment securities are exposed to various 
risks such as interest rate, market and credit risks.  Due to the level of risk associated with certain 
investment securities, it is at least reasonably possible that changes in the values of investment 
securities will occur in the near term and that such change could materially affect the amounts 
reported in the accompanying statements of financial position. 
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2014 2013
Direct Expenses

Salaries and benefits  $         103,581  $           91,673 
Professional fees                 1,605                 1,287 
Supplies                 1,651                 1,549 
Occupancy               10,931               10,680 
Printing and publication                    229                    292 

            117,997             105,481 

Indirect Expenses               12,467               19,112 

$         130,464 $         124,593 

Units of Service                    963                    865 

Unit Cost  $           135.48  $           144.04 

 

 

 


