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Independent Auditor's Report 

To the Board of Directors 
Chattanooga Area Food Bank, Inc. 
Chattanooga, Tennessee 

Report on the Financial Statements 

We have audited the accompanying consolidated financial statements of the Chattanooga 
Area Food Bank, Inc. (a nonprofit organization) and subsidiary (the Organization) which comprise 
the consolidated statement of financial position as of June 30, 2015, and the related consolidated 
statements of activities, cash flows, and functional expenses for the year 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. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based 
on our audit. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to 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 risks of material misstatement of the consolidated financial 
statements, whether due to fraud or error. In making those risk assessments, the auditors consider 
internal control relevant to the Organization'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 Organization'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 above present fairly, in all 
material respects, the financial position of the Chattanooga Area Food Bank, Inc. and subsidiary as 
of June 30, 2015, and the changes in their net assets and their cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 

Other Matter - Supplementary 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 
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 
October 21, 2015, on our consideration of the Organization'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 the Organization's internal control over financial reporting and compliance. 

Chattanooga, Tennessee 
October 21, 2015 
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CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
June 30, 2015 

ASSETS 

Cash 
Inventories 
Accounts receivable, net 
Contributions receivable 
Grant receivable 
Prepaid expenses 
Land, building and equipment, net 

Total assets 

LIABILITIES AND NET ASSETS 

Accounts payable 
Accrued liabilities 
Note payable 

Total liabilities 

NET ASSETS 

Unrestricted 
Temporarily restricted 

Total net assets 

Total liabilities and net assets 

The Notes to Consolidated Financial Statements are an integral part of this statement. 
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$1,267,246 
1,574,705 

111,981 
564,999 
35,229 
16,098 

2,860,129 

$6,430,387 

$ 114,173 
78,043 

268,481 

460,697 

3,384,679 
2,585,011 

5,969,690 

$6,430,387 



CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENT OF ACTIVITIES 
Year Ended June 30, 2015 

Temporarily 
Unrestricted Restricted 

Support and revenue: 
Support: 

Donations of food $21,909,614 $ 
Contributions 1,538,959 
Special events 254,564 
Grants - foundations and corporations 318,157 1,150,700 
Grants - state 9,728 

Total support 24,031,022 1,150,700 

Revenue: 
Shared maintenance fees 1,406,878 
Commodity service revenue - USDA 65,328 
Commodity service revenue - other 24,687 
Agency fees 9,906 
Sales 33,769 
Miscellaneous income 20,123 

Total revenue 1,560,691 

Net assets released from restrictions 487,146 (487,146) 

Total support and revenue 26,078,859 663,554 

Expenses: 
Program services: 

Food distribution services 25,295,603 

Supporting services: 
Management and general 275,936 
Fund-raising 377,142 

Total supporting services 653,078 

Total expenses 25,948,681 

Increase in net assets 130,178 663,554 

Net assets, beginning of year 3,254,501 1,921,457 

Net assets, end of year $ 3,384,679 $2,585,011 

The Notes to Consolidated Financial Statements are an integral part of this statement. 
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Total 

$21,909,614 
1,538,959 

254,564 
1,468,857 

9,728 

25,181,722 

1,406,878 
65,328 
24,687 

9,906 
33,769 
20,123 

1,560,691 

26,742,413 

25,295,603 

275,936 
377,142 

653,078 

25,948,681 

793,732 

5,175,958 

$ 5,969,690 



CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENT OF CASH FLOWS 
Year Ended June 30, 2015 

CASH FLOWS FROM OPERA TING ACTIVITIES 
Increase in net assets 
Adjustments to reconcile increase in net assets to net 

cash provided by operating activities 
Depreciation 
Change in operating assets and liabilities 

Accounts receivable, net 
Contributions receivable 
Grant receivable 
Prepaid expenses 
Inventories 
Accounts payable 
Accrued liabilities 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of land, building and equipment 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Principal payments on note payable 

Net cash used in financing activities 

NET INCREASE IN CASH 

CASH, beginning of year 

CASH, end of year 

SUPPLEMENT AL DISCLOSURE OF 
CASH FLOW INFIRMA TION 

Cash paid during the for interest 

The Notes to Consolidated Financial Statements are an integral part of this statement. 
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$ 793,732 

157,466 

(54,376) 
(534,999) 

(35,229) 
(13,844) 
43,812 
(9,823) 

(11,862) 

334,877 

(212,747) 

(212,747) 

(91,762) 

(91,762) 

30,368 

1,236,878 

$ 1,267,246 

$ 16,238 



CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES 
Year Ended June 30, 2015 

Program Services SuEEorting Services 
Food Management 

Distribution and General Fund-raising 

Cost of food distribution $ 23,059,620 $ $ 
Freight and packaging 168,324 
Salaries 1,160,601 83,147 57,102 
Employee benefit 101,005 10,456 5,228 
Payroll taxes 79,601 7,999 3,999 
Special events 32,081 
Warehouse supplies and expenses 56,133 
Vehicle expense 85,626 
Utilities 46,967 15,656 
Office supplies 15,809 4,696 
Advertising 8,872 
Printing and postage 18,575 6,048 
Telephone 15,459 4,205 
Rental expenses 23,652 5,884 
Repairs and maintenance 8,726 
Miscellaneous 18,251 7,920 
Contracted services 2,978 
Professional services 4,378 46,230 
Dues and subscriptions 32,661 10,578 
Education and training 6,658 2,065 
Volunteer expenses 305 
Fund-raising 278,732 
Programs 155,292 
Travel and lodging 37,717 10,899 
Insurance 58,210 17,203 
Interest expense 11,750 3,917 

Total expensed before depreciation 25,177,170 236,903 377,142 

Depreciation 118,433 39,033 

Total expenses $ 25,295,603 $ 275,936 $ 377,142 

The Notes to Consolidated Financial Statements are an integral part of this statement. 
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Total 
Expenses 

$23,059,620 
168,324 

1,300,850 
116,689 
91,599 
32,081 
56,133 
85,626 
62,623 
20,505 

8,872 
24,623 
19,664 
29,536 

8,726 
26,171 

2,978 
50,608 
43,239 

8,723 
305 

278,732 
155,292 
48,616 
75,413 
15,667 

25,791,215 

157,466 

$25,948,681 



CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2015 

Note 1. Summary of Significant Accounting Policies 

The accounting and reporting policies of the Chattanooga Area Food Bank, Inc. 
(the Organization) conform with United States generally accepted accounting principles 
(GAAP) and practices within the not-for-profit industry. The policies that materially affect 
financial position and results of operations are summarized as follows: 

Nature of operations: 

The Organization operates as a nonprofit entity that receives donations of food which it 
distributes to other tax-exempt organizations in Tennessee and Georgia to eliminate hunger 
and promote better nutrition for the region. The Organization is also a certified member of 
Feeding America, the Nation's Food Bank Network. 

The Organization has a wholly-owned subsidiary, Harvested Here Food Hub, LLC, which 
seeks to connect local farmers with local restaurants, retail grocers, and institutions. 

Principles of consolidation: 

The consolidated financial statements include the accounts of the Organization and its 
subsidiary. All material intercompany accounts and transactions have been eliminated in 
consolidation. 

Use of estimates: 

The preparation of consolidated financial statements in conformity with accounting 
principles generally accepted in the United States of America requires management to 
make estimates and assumptions that affect certain reported amounts and disclosures. 
Actual results could differ from those estimates. 

Revenue recognition: 

Grants and contributions received are recorded as unrestricted, temporarily restricted, or 
permanently restricted support, depending on the existence and/or nature of any donor 
restrictions. Contributions to the Organization of appreciated assets are valued at fair 
market value at the date of receipt by the Organization. 

Revenue that is restricted by the donor is reported as increases in unrestricted net assets if 
the restriction expires or is met in the reporting period 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 a restriction expires 
(that is, when a stipulated time restriction ends or purpose of 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. 
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CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2015 

Note 1. Summary of Significant Accounting Policies (continued) 

Revenue recognition: (continued) 

The Organization also receives grant revenue from various federal and state agencies. 
Grant revenue is recognized in the period the liability is incurred for eligible expenditures 
under the terms of the grant. Grant funds received prior to expenditure are recorded 
initially as deferred revenue. 

Net assets: 

Based on the existence or absence of donor-imposed restrictions, the Organization's net 
assets have been grouped into the following three classes: 

Permanently restricted - Net assets subject to donor-imposed stipulations that they be 
maintained permanently by the Organization. Generally, the donors of these assets permit 
the Organization to use all or part of the income earned on these assets. 

Temporarily restricted - Net assets whose use by the Organization is subject to 
donor-imposed or legal stipulations that can be fulfilled by actions of the Organization 
pursuant to those stipulations or that expire by the passage of time. 

Unrestricted - Net assets that are not subject to donor-imposed stipulations. Unrestricted 
net assets may be designated for specific purposes by action of the Board of Directors or 
may otherwise be limited by contractual agreements with outside parties. 

As of June 30, 2015, the Organization had only unrestricted and temporarily restricted net 
assets. 

Cash: 

Cash consists principally of checking account balances. The Organization considers all 
cash and highly liquid investments with original maturities of three months or less to be 
cash equivalents. 

Concentrations of credit risk: 

Financial instruments that potentially subject the Organization to concentrations of credit 
risk consist principally of cash equivalents. The Organization places its cash equivalents 
with financial institutions and limits the amount of credit exposure to any one financial 
institution. From time to time, the Organization's cash balances exceed federal depository 
insurance coverage and management considers this to be a normal business risk. The 
Organization has not experienced any losses on its cash equivalents. 
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CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2015 

Note 1. Summary of Significant Accounting Policies (continued) 

Land, building and equipment: 

Land, building and equipment are stated at cost if purchased or fair value if donated. 
Maintenance and repairs are expensed as incurred while major additions and improvements 
are capitalized. Depreciation is provided on the straight-line basis over the estimated 
useful lives of the assets as follows: 

Building 
Vehicles 
Office furniture and fixtures 
Greenhouse 
Warehouse equipment 

Donated non-cash items other than food: 

40 years 
5 years 

5-20 years 
6-15 years 
5-15 years 

The Organization reports donations of non-cash items other than food as contributions at 
their estimated fair value at the date of donation. Such donations are reported as increases 
in unrestricted net assets unless the donor has restricted the donated asset to a specific 
purpose. Assets donated with explicit restrictions regarding their use are reported as 
restricted contributions. Absent donor stipulations regarding how long those donated assets 
must be maintained, the Organization reports expirations of donor restrictions when the 
donated or acquired assets are placed in service as instructed by the donor. The 
Organization reclassifies temporarily restricted net assets to unrestricted net assets at that 
time. 

Donated services: 

No amounts have been reflected in the accompanying consolidated financial statements for 
donated services. The Organization depends upon the services donated by volunteers to 
carry out many of its internal operations. However, the services donated do not meet the 
current reporting requirements under ASC Topic 958, Not-for-Profit Entities, which would 
require recognition in the consolidated financial statements. 

Inventories: 

Food inventories include donated food, purchased inventory, and undistributed USDA 
commodities. Donated food received from food drives, food companies, grocery stores, 
Feeding America, and the USDA is valued at $1. 70 per pound, the estimated average 
market value at the date of gift, based on a study commissioned by Feeding America. 
Purchased inventory is reported at cost. 
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CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2015 

Note 2. Inventories 

Inventories consist of the following as of June 30, 2015: 

Donated inventory 
Purchased inventory 

Note 3. Accounts Receivable 

Accounts receivable consist of the following at June 30, 2015: 

Member agencies 
Other customers 
Allowance for bad debts 

Note 4. Contributions Receivable 

$1,466,610 
108.095 

$1.574.705 

$107,813 
10,048 
(5,880) 

$111.981 

Contributions receivable were $564,999 at June 30, 2015, and are due within one year. 
Management believes that all contributions receivable are fully collectible at June 30, 2015, 
and, therefore, there are no allowances for uncollectible contributions receivable. 

A local foundation has agreed to provide the Organization with up to $1,000,000 in total 
funding for the start-up operational costs associated with the Harvested Here Food Hub, 
LLC, depending on the Organization's funding needs. Approximately $500,000 of this 
pledge was outstanding as of June 30, 2015. The total amount that the Organization will 
receive is not readily determinable; and therefore, this amount has not been recorded. 

Note 5. Land, Building and Equipment 

A summary ofland, building and equipment at June 30, 2015, is as follows: 

Land and land improvements 
Building 
Vehicles 
Office furniture and fixtures 
Greenhouse 
Warehouse equipment 
Construction in process 

Accumulated depreciation 
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$ 401,112 
2,665,183 

394,219 
290,092 

26,741 
245,128 

29.684 

4,052,159 
(1,192,030) 

$ 2.860.129 



CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2015 

Note 6. Note Payable and Line of Credit 

The Organization has a note payable to a bank due in monthly installments of $5,399 
through August 1, 201 7, with the remaining unpaid principal and interest due September 1, 
2017. The note bears interest at 4.91 %. The note is secured by land owned by the 
Organization. Aggregate payments required on principal are as follows: 

Year Ending June 30, 

2016 
2017 
2018 

Note 7. Temporarily Restricted Net Assets 

$ 52,778 
55,428 

160,275 

$268.481 

Temporarily restricted net assets are available for the following purposes at June 30, 2015: 

Undistributed food inventory 
Closing the Meal Gap program 
Capital improvements 
Harvested Here Food Hub, LLC operations 
Children's programs 
Other restrictions 

Total temporarily restricted net assets 

$1,466,610 
485,000 
299,266 
263,590 

15,545 
55,000 

$2.585.011 

Temporarily restricted net assets are included in cash, inventory, and contributions 
receivable. 

During the year ended June 30, 2015, net assets were released from donor restrictions by 
incurring expenses satisfying the restricted purposes or by the occurrence of events 
specified by donors as follows: 

Distributed food inventory 
Capital improvements 
Harvested Here Food Hub, LLC operations 
Harvested Here Food Hub, LLC capital assets 
Children's programs 
Other restrictions 
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$ 62,404 
21,569 

254,971 
26,533 
86,669 
35,000 

$487.146 



CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2015 

Note 8. Lease Commitments 

The Organization leases office space and equipment under operating lease agreements. 
The leases expire at various dates through September 2016. Rent expense totaled $29,536 
for the year ended June 30, 2015. Future minimum rental payments required under the 
operating leases are as follows: 

Note 9. Retirement Plan 

Year Ending June 30, 
2016 
2017 

$4,644 
267 

The Organization has established a deferred salary reduction plan under Section 401(k) of 
the Internal Revenue Code covering employees who have attained the age of 21 and have 
completed at least one year of service. The Organization matches contributions by eligible 
employees up to 3% of compensation. Employer contributions immediately vest. The 
Organization's matching contributions were $14,654 for the year ended June 30, 2015. 

Note 10. Fair Value Measurements 

The Organization utilizes fair value measurements to record fair value adjustments to 
certain assets and liabilities and to determine fair value disclosures. In accordance with 
ASC Topic 820, Fair Value Measurements and Disclosures, the fair value of a financial 
instrument is 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. Fair value 
is best determined based upon quoted market prices. In cases where quoted market prices 
are not available, fair values are based on estimates using present value or other valuation 
techniques. 

Those techniques are significantly affected by the assumptions used, including the discount 
rate and estimates of future cash flows. Accordingly, the fair value estimates may not be 
realized in an immediate settlement of the instrument. 

ASC Topic 820 provides a consistent definition of fair value, which focuses on exit price in 
an orderly transaction between market participants at the measurement date under current 
market conditions. If there has been a significant decrease in the volume and level of 
activity for the asset or liability, a change in valuation technique or the use of multiple 
valuation techniques may be appropriate. In such instances, determining the price at which 
willing market participants would transact at the measurement date under current market 
conditions depends on the facts and circumstances and requires the use of significant 
judgment. The fair value is a reasonable point within the range that is most representative 
of fair value under current market conditions. 
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CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2015 

Note 10. Fair Value Measurements (continued) 

ASC Topic 820 also establishes a three-tier fair value hierarchy which requires an entity to 
maximize the use of observable inputs and minimize the use of unobservable inputs when 
measuring fair value, as follows: 

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities 
that the Organization has the ability to access. 

Level 2 - Significant other observable inputs other than Level 1 prices, such as quoted 
prices for similar assets or liabilities in active markets, quoted prices in markets that are 
not active and other inputs that are observable or can be corroborated by observable 
market data. 

Level 3 - Significant unobservable inputs that reflect the Organization's own 
assumptions about the assumptions that market participants would use in pricing an 
asset or liability. 

A financial instrument's categorization within the valuation hierarchy is based upon the 
lowest level of input that is significant to the fair value measurement. 

Following is a description of the valuation methodologies used for assets measured at fair 
value. There have been no changes in the methodologies used at June 30, 2015. 

Donated inventory: Valued based on poundage times a standard rate. The standard rate is 
updated annually based on a study commissioned by Feeding America, which is classified 
as Level 3. The inputs used in the valuation include twenty-nine product types calculating 
a weighted average value for the year based on actual donated pounds by type on a national 
level. 

The preceding methods described may produce a fair value calculation that may not be 
indicative of net realizable value or reflective of future fair values. Furthermore, although 
the Organization believes its valuation methods are appropriate and consistent with other 
market participants, the use of different methodologies or assumptions to determine the fair 
value of donated inventory could result in a different fair value measurement at the 
reporting date. 

The table below presents additional information about assets and liabilities measured at fair 
value on a recurring basis by reliance on Level 3 inputs to determine fair value at June 30, 
2015. 

Beginning balance 
Food received 
Food distributed 

Ending balance 
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Donated Inventory 

$ 1,529,015 
21,909,614 

(21,972,019) 

$ 1.466.610 
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CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 
Year Ended June 30, 2015 

(Accrued) 
Federal Pass-Through Deferred Grant 

Federal Grantor/Pass-Through CFDA Entity Identifying Grant Revenue Revenue 
Grantor/Program Title Number Number June 30, 2014 Received 

FEDERAL GRANTS 
U.S. DEPARTMENT OF AGRICULTURE 

Passed through Tennessee Department of Agriculture: 
Emergency Food Assistance Program (Food Commodities) 10.569 GR-20802 $ 332,251 $1,700,024 

Emergency Food Assistance Program (Administrative Costs) 
October 1, 2014 - June 30, 2015 10.568 GR-45783 - 30,099 

TOT AL EXPENDITURES OF FEDERAL AW ARDS $ 332,251 $1,730,123 

The Notes to the Schedule of Expenditures of Federal Awards is an integral part of this schedule. 
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(Accrued) 
Deferred 

Grant Revenue 
Expenditures June 30, 2015 

$ 1,924, 197 $ 108,078 

65,328 (35,229) 

$ 1,989,525 $ 72,849 



CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

NOTES TO THE SCHEDULE OF EXPENDITURES 
OF FEDERAL AW ARDS 

June 30, 2015 

Note 1. Basis of Presentation 

The accompanying schedule of expenditures of federal awards includes the federal grant 
activity of the Organization under programs of the federal government for the year ended 
June 30, 2015. The information in this schedule is presented in accordance with the 
requirements of the U.S. Office of Management and Budget (OMB) Circular A-133, Audit of 
States, Local Governments, and Non-Profit Organizations. Because the schedule presents 
only a selected portion of the operations of the Organization, it is not intended to and does 
not present the financial position, changes in net assets, or cash flows of the Organization. 

Note 2. Summary of Significant Accounting Policies 

Expenditures reported on the schedule are reported on the accrual basis of accounting. Such 
expenditures are recognized following the cost principles contained in OMB Circular A-122, 
Cost Principles for Non-Profit Organizations, wherein certain types of expenditures are not 
allowable or are limited as to reimbursements. 

Note 3. Deferred Grant Revenue 

The amount of deferred grant revenue for contract GR-20802 at June 30, 2014 and 2015, 
represents the amount of USDA inventory on hand. 
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Independent Auditor's Report on Internal Control Over Financial Reporting 

and on Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance With Government Auditing Standards 

To the Board of Directors 
Chattanooga Area Food Bank, Inc. 
Chattanooga, Tennessee 

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 the Chattanooga Area Food Bank, Inc. and subsidiary (the Organization), which 
comprise the consolidated statement of financial position as of June 30, 2015, and the related 
consolidated statements of activities, cash flows, and functional expenses for the year then ended, 
and the related notes to the consolidated financial statements, and have issued our report thereon 
dated October 21, 2015. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the 
Organization'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 the Organization's internal control. Accordingly, we do not express an opinion on 
the effectiveness of the Organization's internal control. 

A deficiency in internal control exists when the design or operation of a control does not 
allow management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, 
or a combination of deficiencies, in internal control, such that there is a reasonable possibility that a 
material misstatement of the Organization's financial statements will not be prevented, or detected 
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of 
deficiencies, in internal control that is less severe than a material weakness, yet important enough to 
merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control that 
might be material weaknesses or significant deficiencies. Given these limitations, during our audit 
we did not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Organization's consolidated 
financial statements are free of material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our 
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
Organization's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the Organization's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

Chattanooga, Tennessee 
October 21, 2015 

- 18 -

MAULDIN 
&JENKINS 



Independent Auditor's Report on Compliance For Each Major Program and 

on Internal Control Over Compliance Required by OMB Circular A-133 

To the Board of Directors 
Chattanooga Area Food Bank, Inc. 
Chattanooga, Tennessee 

Report on Compliance for Each Major Federal Program 

We have audited the Chattanooga Area Food Bank, Inc. 's (the Organization) 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 the Organization's major federal program for the year 
ended June 30, 2015. The Organization's major federal program is identified in the summary of 
auditor's results section of the accompanying Schedule of Findings and Questioned Costs. 

Management's Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, 
contracts, and grants applicable to its federal program. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance for the Organization's major 
federal program 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 the Organization'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 the 
major federal program. However, our audit does not provide a legal determination of the 
Organization's compliance. 
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Opinion on Each Major Federal Program 

In our opinion, the Chattanooga Area Food Bank, Inc. complied, in all material respects, with 
the types of compliance requirements referred to above that could have a direct and material effect 
on its major federal program for the year ended June 30, 2015. 

Report on Internal Control Over Compliance 

Management of the Organization is responsible for establishing and maintaining effective 
internal control over compliance with the types of compliance requirements referred to above. In 
planning and performing our audit of compliance, we considered the Organization'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 the 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 the Organization's internal control 
over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected, on a 
timely basis. A significant deficiency in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control over 
compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over compliance that might be material weaknesses or significant deficiencies. We did not 
identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope 
of our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other purpose. 

Chattanooga, Tennessee 
October 21, 2015 
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CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
Year Ended June 30, 2015 

SECTION I - SUMMARY OF AUDITOR'S RESULTS 

Financial Statements 

Type of auditor's report issued: 

Internal control over financial reporting: 

• Material weaknesses identified? 

• Significant deficiencies identified that are not 
considered to be material weaknesses? 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal control over major programs: 

• Material weaknesses identified? 

• Significant deficiencies identified that are not 
considered to be material weaknesses? 

Type of auditor's report issued on compliance for 
maJor programs: 

Any audit findings disclosed that are required 
to be reported in accordance with section 510(a) 
ofOMB Circular A-133? 

Identification of major programs: 

Unmodified 

Yes _x__ No 

Yes _x__ None reported 

Yes _x__ No 

Yes _x__ No 

Yes _x__ None Reported 

Unmodified 

Yes _x__ No 

CFDA Numbers Name of Federal Program or Cluster 

10.569 Emergency Food Assistance Program (Food Commodities) 

Dollar threshold used to distinguish between type A 
and type B programs: 

Auditee qualified as low-risk auditee? 
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CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
Year Ended June 30, 2015 

SECTION II - FINANCIAL STATEMENT FINDINGS 

None. 

SECTION III - FINDINGS AND QUESTIONED COSTS FOR FEDERAL AW ARDS 

None. 
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None. 

CHATTANOOGA AREA FOOD BANK, INC. AND SUBSIDIARY 

SCHEDULE OF PRIOR AUDIT FINDINGS 
Year Ended June 30, 2014 
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