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Independent Auditor’s Report

To the Board of Directors
Root NS, Inc.
Salem, MA

I have audited the accompanying financial statements of Root NS, Inc. (a nonprofit organization), which 
comprise the statement of financial position as of December 31, 2017, and the related statement of 
activity, functional expenses, and cash flow for the year then ended, and the related notes to the 
financial statements.

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

Auditor’s Responsibility
My responsibility is to express an opinion on these financial statements based on my audit. I conducted 
my audit in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that I plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. Accordingly, I 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.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

Opinion
In my opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Root NS, Inc. as of December 31, 2017, and the changes in its net assets and its 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America.

Melissa Gilroy, Certified Public Accountant
Westwood, Massachusetts
March 30, 2018
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Root NS, Inc.
Statement of Financial Position

As of December 31, 2017

Cash and cash equivalents $ 321,550             

Pledge receivables, net 10,000               

Prepaid expenses 9,711                 

Inventory 3,305                 

Furniture and equipment 50,863

Leasehold improvements 1,552,829

Accumulated depreciation (37,612)

Total Assets $ 1,910,646          

Liabilities

Accounts payable and accrued expenses $ 778,449             

Line of credit 275,000             

Note payable 25,000               

Total Liabilities 1,078,449          

Net Assets

Without donor restrictions 810,969             

With donor restrictions 21,228               

Total Net Assets 832,197             

Total Liabilities and Net Assets $ 1,910,646          

Liabilities and Net Assets

Assets

The accompanying notes are integral to the financial statements.
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Root NS, Inc.
Statement of Activity

For the year ended December 31, 2017

Without 

Donor 

Restrictions

With Donor 

Restrictions Total

Revenue and Support

Food operations $ 24,409 -                  24,409

Less: Cost of goods sold (10,132)        -                  (10,132)

Net food operations 14,277 14,277

Contributions and grants 681,088 8,000               689,088

In-kind contributions 39,750 -                  39,750

Special events, net of direct costs of 

$7,630 29,845 -                  29,845

Interest income 22 -                  22

Net assets released from restriction 23,278 (23,278)            -               

Total revenue and support 788,260 (15,278) 772,982

Expenses 

Program services 246,645 -                  246,645        

Management and administrative 281,544 -                  281,544        

Fundraising 48,159 -                  48,159          

Total expenses 576,348 -                  576,348        

Change in Net Assets - operating 211,912        (15,278)            196,634        

Non-Operating Activity

Contributions and grants for capital improvements -               220,000           220,000

Net assets released from restriction 298,494        (298,494)          -               

Total non-operating activity 298,494        (78,494)            220,000        

Change in Net Assets 510,406        (93,772)            416,634        

Net Assets at Beginning of Year 300,563        115,000           415,563        

Net Assets at End of Year $ 810,969        21,228             832,197        

The accompanying notes are integral to the financial statements.
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Root NS, Inc.
Statement of Functional Expenses

For the year ended December 31, 2017

Management and 2017

Program Administrative Fundraising Total

Salaries $ 126,822      156,221                 19,654       $ 302,697     

Payroll taxes and benefits 10,347        13,324                   1,608         25,279       

Professional fees 9,566          62,427                   21,534       93,527       

Occupancy 29,463        7,809                     435            37,707       

Depreciation 37,506        106                        -             37,612       

Office supplies and expense 3,185          26,598                   4,729         34,512       

Café supplies and expenses 18,993        -                         -             18,993       

Dues and subscriptions -              7,271                     199            7,470         

Staff stipends, meals and travel 6,107          650                        -             6,757         

Insurance 2,467          3,527                     -             5,994         

Interest expense -              3,611                     -             3,611         

Program supplies 2,189          -                         -             2,189         

Total Functional Expenses $ 246,645      281,544                 48,159       $ 576,348     

The accompanying notes are integral to the financial statements.
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Root NS, Inc.
Statement of Cash Flow

For the year ended December 31, 2017

Cash Flows from Operating Activities

Change in Net Assets $ 416,634                

Adjustments to reconcile change in net assets 

to cash provided by operations

Depreciation 37,612                  

Donated assets (39,750)                 

Due from fiscal sponsor 255,984                

Pledge receivables, net 10,000                  

Prepaid expenses (9,711)                   

Other current assets (3,305)                   

Accounts payable and accrued expenses 776,127                

Net Cash Provided by Operating Activities 1,443,591             

Cash Flows from Investing Activities

Purchase of fixed assets (1,563,942)            

Net Cash (Used in) Provided by Investing Activities (1,563,942)            

Cash Flows from Financing Activities

Line of credit withdrawal 275,000                

Net Cash Provided by (Used in) Financing Activities 275,000                

Net (Decrease) Increase in Cash and Cash Equivalents 154,649                

Cash and Cash Equivalents - Beginning 166,901                

Cash and Cash Equivalents - Ending $ 321,550                

Supplement Disclosure of Cash Flow Information

Cash paid during the year for interest $ 2,282                    

Supplement Data for Noncash Investing and Financing Activities

Donated fixed assets $ 39,750                  

The accompanying notes are integral to the financial statements.
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Root NS, Inc.
Notes to Financial Statements

1. Nature of the Business

Root NS, Inc. (the Organization) was incorporated in 2015 as a Massachusetts non-profit and is 
tax exempt for federal purposes under the Internal Revenue Code under section 501c3.  The 
Organization provides educational services to at-risk youth through a comprehensive food 
services training program.  The program is founded on a learn by doing premise.  The experiential 
learning model aims to provide a pathway out of the entrenched cycle of poverty through:

 Culinary instruction to increase employability and stable employment.
 Health and Nutrition Education.
 Increasing educational attainment.
 Increasing financial literacy.
 Developing a more stable lifestyle by addressing social barriers such as housing, mental 

health issues, childcare and healthy relationships.
 Offering Post-Graduation and Transition Services.
 Individual case management.

2. Summary of Significant Accounting Policies

Use of Estimates
The preparation of financial statements are in conformity with generally accepted accounting 
principles in the United States of America (“GAAP”) which requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and the 
disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could 
differ from those estimates.

Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis with net assets, 
revenues, expenses, gains, and losses classified in two categories based on the existence or 
absence of externally imposed restrictions.  Operating revenues consist of those monies received 
and contributions attributable to the Organization’s ongoing efforts.  The net assets of the 
Organization are classified and defined as follows:

Net Assets Without Donor Restrictions
Net assets that are not subject to donor-imposed stipulations are considered unrestricted.  

Net Assets With Donor Restrictions
Net assets subject to donor- (or certain grantor-) imposed restrictions. Some donor-
imposed restrictions are temporary in nature, such as those that will be met by the 
passage of time or other events specified by the donor. Other donor-imposed restrictions 
are perpetual in nature, where the donor stipulates that resources be maintained in 
perpetuity. Donor-restricted contributions are reported as increases in net assets with 
donor restrictions, depending on the nature of the restrictions. When a restriction expires, 
net assets with donor restrictions are reclassified to net assets without donor restrictions 
and reported in the statements of activities as net assets released from restrictions.
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Root NS, Inc.
Notes to the Financial Statements

2. Summary of Significant Accounting Policies (continued)

Cash and Cash Equivalents 
Cash and cash equivalents, reported at fair value; include cash and all highly liquid investments 
with a maturity of three months or less when purchased.

Pledge Receivable and Contribution Revenue
Contributions, including unconditional promises to give, are recognized as revenue in the period 
received. Conditional promises to give are not recognized until donor stipulations are met. 
Unconditional promises to give that are expected to be collected within one year are recorded at 
net realizable value. Unconditional promises to give, with payments due to the Organization 
beyond one year, are recorded as net assets with donor restrictions at the estimated present 
value of the expected future cash flows, using credit risk adjusted rates applicable to the years in 
which the promises are expected to be received. Amortization of the discounts is recorded as 
contribution revenue in the appropriate net asset class. An allowance for uncollectible 
contributions receivable is provided based upon management’s judgment of such factors as prior 
collection history, type of contribution and other relevant factors. As of December 31, 2017, 
management has estimated the allowance to be immaterial.  At December 31, 2017, 100% of the 
receivable balance was due from one grantor.

Contributions from three donors / grantors represents 61% of total contribution and grant revenue 
at December 31, 2017.

Property and Equipment
Property and equipment is stated at cost at the time of acquisition or fair market value at the time 
of donation.  Expenditures for maintenance and repairs are charged to expense as incurred; 
betterments are capitalized. When assets are sold or retired, the related costs and accumulated 
depreciation are removed from the respective accounts and any resulting gain and loss is credited 
or charged to operations.  Depreciation is recorded on a straight-line basis based on the related 
assets’ estimated useful lives.

Inventory
The Organization’s inventory valuation method is the lower of cost or market and is determined 
using the first-in first-out method.  Inventory consists of food, beverage and retail items sold at the 
Organization’s café.

Functional Allocation of Expenses
The costs of program and supporting services activities have been summarized on a functional 
basis in the statement of activity. The statement of functional expenses present the natural 
classification detail of expenses by function. Accordingly, certain costs have been allocated 
among the programs and supporting services benefited.

Donated Facilities, Services and Assets
Donated facilities, services and assets are recorded at the estimated fair value provided to the 
Organization.  Contributed services are recognized for services that require specialized skills and 
are provided by persons possessing those skills in the period in which they are received in 
accordance with GAAP.  During the year ended December 31, 2017, donated assets amounting 
to $39,750 were received and are recorded in the accompanying statement of activity as 
contribution income.  

Volunteers contribute significant amounts of time to our program services, administration, and 
fundraising and development activities; however, the financial statements do not reflect the value 
of these contributed services because they do not meet recognition criteria prescribed by 
generally accepted accounting principles.
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Root NS, Inc.
Notes to the Financial Statements

2. Summary of Significant Accounting Policies (continued)

Income Taxes
The Organization is a tax-exempt entity under Code Section 501(c)(3) of the Internal Revenue 
Code (the "Code"), and is exempt from federal income taxes on related income pursuant to 
Section 501(a) of the Code and is not considered to be a private foundation.  The Organization is 
also exempt from state income tax.  Accordingly, no provision for income taxes is included in the 
financial statements.

The Organization complies with the provisions of GAAP related to the accounting for the 
uncertainty in income taxes.  As required, the Organization has evaluated its tax positions, 
applying a “more likely than not” threshold and believes that there would be no material changes 
to the results of its operation or financial position as a result of an audit by the applicable taxing 
authorities, federal or state.  The Organization has filed all of its known and required tax returns in 
a timely manner, including as permitted, allowed extensions.  

Revenue Recognition
The Organization earns revenue from its food operations which is recognized upon service 
delivery.  Substantially all of the Organization’s revenue is derived from its operations in Salem, 
Massachusetts.  

Recent Pronouncements
In August 2016, the Financial Accounting Standards Board (“FASB”) issued an Accounting 
Standards Update (ASU) 2016-14 Presentation of Financial Statements for Not-For-Profit Entities 
Effective for fiscal years beginning after December 15, 2017. Among other provisions, ASU 2016-
14 reduces the number of classes of net assets from three to two, requires the presentation of 
expenses in both natural and functional classifications, and eliminates the requirement to prepare 
a reconciliation in the statement of cash flows when applying the direct method. It also revises the 
definitions of certain terms in the Master Glossary. As early adoption is permitted, on a 
retrospective basis, the Organization has elected to early adopt this guidance as of December 31, 
2017.

3. Special Events

During 2017, the Organization had special event revenue and related expenses consisting of the 
following:

Special event income 37,475$ 

Special event expense (7,630)   

29,845$ 
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Root NS, Inc.
Notes to the Financial Statements

4. Liquidity and Availability

Financial assets available for general expenditure, that is, without donor or other restrictions 
limiting their use, within one year of the balance sheet date consists:

Cash and Cash Equivalents 321,550$     

Pledge Receivable 10,000        

Financial assets available to meet cash needs 

for general expenditures within one year 331,550$     

As part of our liquidity management plan, the Organization has a line of credit available of up to 
$429,000 for general operating expenditures.

5. Related Party Transactions

Line of Credit
The Organization has a line of credit in the amount of $429,000 to be used for working capital 
purposes payable on demand due to a Board member.  Interest on the line is accrued based on 
Prime plus .50% with a minimum rate of 4.75%.  Accrued interest on the line is due monthly.  As 
of the year-end December 31, 2017, $275,000 was outstanding.  Subsequent to year-end, the line 
was repaid in full. Interest expense for the year ended December 31, 2017 amounted to $2,861 of 
which $579 was outstanding as of year-end.  

Note Payable
The Organization has a note payable due to a Board member in the amount of $25,000 all of 
which is outstanding as of the year-ended December 31, 2017.  The note matures in May 2018 
and all principal and accrued interest is due upon maturity.  Interest accrues at 3% per annum.  
Interest expense for the year-ended December 31, 2017 amounted to $750, all of which was 
outstanding as of year-end.  

6. Lease

The Organization maintains a lease for office space that began in October 2017 and expires in 
September 2022 with an option to renew for an additional five years.  Monthly lease payments 
amount to $6,621 per month.  The lease provided for two months of free rent.  Total rent expense 
for the year ended December 31, 2017 amounted to $24,637 which also includes rent for 
temporary space that was utilized during the year.  Payments on the lease are due as follows:

2018 79,452$     

2019 79,452       

2020 79,452       

2021 79,452       

2022 59,589       
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Root NS, Inc.
Notes to the Financial Statements

7. Net Assets with Donor Restrictions

Net assets with donor restrictions consists of the following at December 31, 2017:

Description

As of 

12/30/2016 Additions Released

As of 

12/31/2017

Pledge receivable - time restriction 20,000$   -         (10,000)   10,000$   

Youth training program - purpose restriction -            8,000     (8,000)     -            

Classroom technology - purpose restriction 20,000      -         (8,772)     11,228      

Capital improvements - purpose restriction 75,000      220,000 (295,000) -            

115,000$ 228,000 (321,772) 21,228$   

8. Retirement Plan

The Organization maintains a retirement plan under the provision of Internal Revenue Code 
section 401 (k) deferred tax annuity plan. This plan covers substantially all employees who meet 
minimum age and service requirements and allows participants to defer a portion of their annual 
compensation on a pre-tax basis. The plan does not provide for a matching provision.  

9. Concentration

Included in accompanying statement of financial positions in accounts payable and accrued 
expense liability is an amount due to one vendor with respect to the leasehold improvements 
purchased during the year which represents 94% of the amounts outstanding as of December 31, 
2017.  

10. Subsequent Events

Management has evaluated subsequent events through March 30, 2018, which is the date 
financial statements were available to be issued.  
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