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Independent Auditors’ Report

To the Board of Directors of
Health Resources in Action, Inc.

Report on the Financial Statements
We have audited the accompanying financial statements of Health Resources in Action, Inc. (a nonprofit
organization), (the Agency), which comprise the statement of financial position as of June 30, 2016, and
the related statements of activities, changes in net assets, cash flows and functional expenses for the year
then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our 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 financial statements are free from material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Agency as of June 30, 2016, 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.
Report on Summarized Comparative Information
We have previously audited the Agency’s 2015 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated November 30, 2015. The prior
year summarized comparative information is not intended to constitute a presentation in conformity with
accounting principles generally accepted in the United States of America. In our opinion, the summarized
comparative information presented herein as of and for the year ended June 30, 2015, is consistent, in all
material respects, with the audited financial statements from which it has been derived.

December 13, 2016

HEALTH RESOURCES in ACTION, INC.
Statement of Financial Position
As of June 30, 2016 with Comparative Totals as of June 30, 2015

2016

2015

Assets
Current Assets
Cash and cash equivalents
Contracts and other receivables, net of allowance
Pledges receivable, current portion
Prepaid expenses and deposits

$

528,002
3,082,115
435,788
73,937

$

490,838
2,734,098
529,085
57,957

Total Current Assets

4,119,842

3,811,978

Leasehold improvements
Furniture and equipment
Total fixed assets
Less: accumulated depreciation

224,981
829,090
1,054,071
(456,002)

224,981
305,135
530,116
(403,078)

Total Net Fixed Assets

598,069

127,038

205,684
1,736,507

104,000
1,913,938

1,942,191

2,017,938

Fixed Assets

Other Assets
Pledges receivable, net of current portion
Investments
Total Other Assets
Total Assets

$

6,660,102

$

5,956,954

$

1,008,281
182,271
651,809
497,122

$

878,265
121,673
745,335
350,000
193,520

Liabilities and Net Assets
Current Liabilities
Accounts payable
Accrued expenses
Research grants payable
Line of credit
Deferred revenue
Total Current Liabilities

2,339,483

2,288,793

Total Liabilities

2,339,483

2,288,793

519,399
598,069
1,250,000

511,802
127,038
1,000,000

2,367,468

1,638,840

880,574
286,888

1,031,065
223,723

306,937
200,000

295,781
200,000

1,674,399

1,750,569

278,752

278,752

4,320,619

3,668,161

Net Assets
Unrestricted net assets
Operating
Operating - plant
Board designated for operating reserve
Total unrestricted net assets
Temporarily restricted net assets
Community Health Division
Medical Foundation Division
Unrealized and realized gains on
permanently restricted net assets
Working Capital
Total temporarily restricted net assets
Permanently restricted net assets
Total Net Assets
Total Liabilities and Net Assets

$

The accompanying notes are an integral part of the financial statements.
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6,660,102

$

5,956,954

HEALTH RESOURCES in ACTION, INC.
Statement of Activities
For the Year Ended June 30, 2016

Temporarily
Restricted

Unrestricted

Permanently
Restricted

Total

Support and Revenues
Contract service revenue and fees
Grants and contributions
Donated services
United Way funding
Other revenue
Net assets released from purpose restrictions

$

Total Support and Revenues

8,850,717
992,141
1,133,340
179,444
490
3,060,610

$

2,973,284
(3,060,610)

$

-

$

8,850,717
3,965,425
1,133,340
179,444
490
-

14,216,742

(87,326)

-

14,129,416

8,793,080
3,357,389

-

-

8,793,080
3,357,389

12,150,469

-

-

12,150,469

Supporting services
General and administrative
Fundraising and development

1,608,842
125,061

-

-

1,608,842
125,061

Total supporting services

1,733,903

-

-

1,733,903

Total Operating Expenses

13,884,372

-

-

13,884,372

332,370

(87,326)

-

245,044

(213,453)
523,955
48,876
48,026
(11,146)

11,156
-

-

(213,453)
523,955
60,032
48,026
(11,146)

396,258

11,156

-

407,414

728,628

(76,170)

-

652,458

Operating Expenses
Program services
Community Health Division
Medical Foundation Division
Total program services

Change in Net Assets from Operations
Other Revenue (Expense)
Executive transition costs
Capital funding for Helpline Navigation System
Net realized and unrealized gains on investments
Investment income
Investment management fees
Total Other Revenue (Expense)
Change in Net Assets
Net Assets at Beginning of Year
Net Assets at End of Year

1,638,840
$

2,367,468

1,750,569
$

1,674,399

The accompanying notes are an integral part of the financial statements.
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278,752
$

278,752

3,668,161
$

4,320,619

HEALTH RESOURCES in ACTION, INC.
Statement of Activities
Comparative Totals For the Year Ended June 30, 2015

Temporarily
Restricted

Unrestricted

Permanently
Restricted

Total

Support and Revenues
Contract service revenue and fees
Grants and contributions
Donated services
United Way funding
Spending policy appropriated for operations
Other revenue
Net assets released from purpose restrictions

$

Total Support and Revenues

7,461,930
251,227
1,063,260
183,850
128,052
16,802
3,097,855

$

12,202,976

1,641,604
(3,097,855)

$

(1,456,251)

-

$

7,461,930
1,892,831
1,063,260
183,850
128,052
16,802
-

-

10,746,725

Operating Expenses
Program services
Community Health Division
Medical Foundation Division

7,827,928
2,888,952

-

-

7,827,928
2,888,952

10,716,880

-

-

10,716,880

Supporting services
General and administrative
Fundraising and development

1,410,636
155,078

-

-

1,410,636
155,078

Total supporting services

1,565,714

-

-

1,565,714

Total Operating Expenses

12,282,594

-

-

12,282,594

-

(1,535,869)

Total program services

Change in Net Assets from Operations

(79,618)

(1,456,251)

Other Revenue (Expense)
Net realized and unrealized gains on investments
Investment income - Board designated
Investment management fees
Spending policy appropriated for operations
Total Other Revenue (Expense)
Change in Net Assets

14,216
-

-

76,500
59,902
(22,080)
(128,052)

(27,946)

14,216

-

(13,730)

-

(1,549,599)

(107,564)

(1,442,035)

1,746,404

Net Assets at Beginning of Year
Net Assets at End of Year

62,284
59,902
(22,080)
(128,052)

$

1,638,840

3,192,604
$

1,750,569

The accompanying notes are an integral part of the financial statements.
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278,752
$

278,752

5,217,760
$

3,668,161

HEALTH RESOURCES in ACTION, INC.
Statement of Changes in Net Assets
For the Year Ended June 30, 2016 with Comparative Totals for the Year Ended June 30, 2015

Unrestricted
Operating Board
Plant
Designated

Operating
Net Assets, June 30, 2014

$

(509,412)

$

174,225

$

2,081,591

Temporarily
Restricted

Total
$

1,746,404

Change in net assets

(38,303)

(41,315)

-

(79,618)

Disposal of plant, net

5,872

(5,872)

-

-

Investment return

-

-

100,106

Spending policy transfer

-

-

(128,052)

700,000

-

(700,000)

1,353,645

-

(1,000,000)

-

Board approved transfer
Board removal of designation for
long-term investments
Board designation of operating
reserve
Net Assets, June 30, 2015
Change in net assets
Executive transition costs
Capital funding for Helpline
Navigation System
Investment return
Board designation of operating
reserve
Net Assets, June 30, 2016

$

(128,052)

-

-

(128,052)

-

-

-

-

(1,353,645)

-

-

-

-

1,000,000

-

-

-

-

(213,453)

-

-

(213,453)

-

523,955

-

519,399

$

598,069

1,000,000

1,638,840

250,000
$

(1,535,869)

114,322

332,370

-

-

5,217,760

-

-

(250,000)

$

14,216

(52,924)

-

(1,456,251)

278,752

100,106

385,294

85,756

$

-

127,038

523,955

3,192,604

Total

-

511,802

-

$

Permanently
Restricted

1,250,000

$

1,750,569

-

278,752
-

245,044

-

(213,453)

-

-

523,955

85,756

11,156

-

96,912

-

-

-

-

2,367,468

(87,326)

3,668,161

$

The accompanying notes are an integral part of the financial statements.
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1,674,399

$

278,752

$

4,320,619

HEALTH RESOURCES in ACTION, INC.
Statement of Cash Flows
For the Year Ended June 30, 2016 with Comparative Totals for the Year Ended June 30, 2015

2016

2015

Cash Flows from Operating Activities
Change in Net Assets

$

652,458

$

(1,549,599)

Adjustments to reconcile change in net assets to net cash provided by (used in)
operating activities
Depreciation
Change in allowance for doubtful accounts
Reinvested interest and dividends
Net unrealized and realized gains on investments
Reimbursement of leasehold improvement costs

52,924
(2,537)
(21,745)
(48,737)
-

41,315
(13,295)
(76,500)
18,000

Decrease (increase) in assets
Contracts and other receivables
Pledges receivable
Prepaid expenses and deposits

(345,480)
(8,387)
(15,980)

396,795
616,985
(11,478)

Increase (decrease) in liabilities
Accounts payable
Accrued expenses
Research grants payable
Deferred revenue

(119,984)
60,598
(93,526)
303,602

(64,142)
14,680
(311,648)
66,345

413,206

(872,542)

Net Cash Provided by (Used in) Operating Activities
Cash Flows from Investing Activities
Purchase of fixed assets
Proceeds from the sale of investments
Purchase of investments

(273,955)
1,953,971
(1,706,058)

Net Cash (Used in) Provided by Investing Activities

(12,128)
2,001,449
(1,267,497)

(26,042)

721,824

Repayments on line of credit
Proceeds from line of credit

(350,000)
-

350,000

Net Cash (Used in) Provided by Financing Activities

(350,000)

350,000

37,164

199,282

490,838

291,556

Cash Flows from Financing Activities

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning
Cash and Cash Equivalents - Ending

$

528,002

$

490,838

$

693

$

5,294

Supplement Disclosure of Cash Flow Information
Cash paid during the year for interest
Supplement Data for Noncash Investing and Financing Activities
Unrealized loss on investments
Leasehold improvement reimbursement included in accounts receivable
Fixed asset additions included in accounts payable

The accompanying notes are an integral part of the financial statements.
5

$
$
$

(620,559)
250,000

$
$
$

(543,774)
18,000
-

HEALTH RESOURCES in ACTION, INC.
Statement of Functional Expenses
For the Year Ended June 30, 2016 with Comparative Totals for the Year Ended June 30, 2015

2016
Program Services
Medical
Foundation
Division

Community
Health
Division

2015
Supporting Services

Total
Program
Services

Total
Supporting
Services

Fundraising and
Development

General and
Administrative

Total Expenses

Total Expenses

Personnel and Related Costs
Salaries
Employee benefits
Payroll taxes
Temporary help
Total Personnel and Related Costs

$

Donated Services

3,726,366
626,891
306,179
18,300
4,677,736

$

582,022
98,716
47,727
728,465

$

4,308,388
725,607
353,906
18,300
5,406,201

$

920,572
162,514
75,633
15,874
1,174,593

$

85,817
14,729
7,149
107,695

8,640

1,124,700

1,133,340

-

-

840,573
341,834
1,182,407

64,968
64,968

905,541
341,834
1,247,375

98,771
98,771

7,398
7,398

410,560
30,029
440,589

58,440
1,824
60,264

469,000
31,853
500,853

80,206
4,010
84,216

42,818
259,072
301,890

1,735
44,699
46,434

44,553
303,771
348,324

14,594
12,955
27,549

695,279

680

695,959

1,058

360,778
63,896
9,678
21,069
77,241
40,097
7,324
2,553
1,277,915

21,220
4,752
2,115
2,027
705
23,623
4,815
416
60,353

381,998
68,648
11,793
23,096
77,946
63,720
12,139
2,969
1,338,268

57,613
7,479
56,487
9,594
1,225
13,618
16,899
6,816
52,924
223,713

903,903

1,272,205

2,176,108

$

1,006,389
177,243
82,782
15,874
1,282,288

$

-

5,314,777
902,850
436,688
34,174
6,688,489

$

4,305,919
746,665
341,958
8,350
5,378,807

1,133,340

1,063,260

106,169
106,169

1,011,710
341,834
1,353,544

782,805
1,116,762
1,899,567

6,475
259
6,734

86,681
4,269
90,950

555,681
36,122
591,803

528,615
28,017
556,632

101
101

14,594
13,056
27,650

59,147
316,827
375,974

40,227
239,690
485,650

1,058

697,017

279,953

58,242
8,082
56,487
9,859
1,339
15,042
16,922
6,891
52,924
226,846

440,240
76,730
68,280
32,955
79,285
78,762
29,061
9,860
52,924
1,565,114

335,560
72,737
44,237
30,337
57,796
63,095
25,351
13,610
41,315
837,479

2,176,108

2,116,335

Outside Services
Consultants
Subcontractors
Total Outside Services
Occupancy
Rent
Utilities and facility costs
Total Occupancy
Training and Travel
Staff training
Travel
Total Training and Travel
Other Costs
Printing, reproduction and public health materials
Office and program supplies, small equipment
and maintenance
Telephone and internet
Professional services
Insurance
Mailing and postage
Data processing
Dues, memberships and subscriptions
Miscellaneous
Depreciation
Total Other Costs
Grant Awards
Total Functional Expenses

$

8,793,080

$

3,357,389

$

12,150,469

629
603
265
114
1,424
23
75
3,133

$

1,608,842

$

The accompanying notes are an integral part of these financial statements.
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125,061

$

1,733,903

$

13,884,372

$

12,282,594

HEALTH RESOURCES in ACTION, INC.
Notes to Financial Statements
June 30, 2016

(1) Summary of Significant Accounting Policies
The financial statements have been prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America (GAAP). The significant
accounting policies followed by Health Resources in Action, Inc. (the Agency) are described below to
enhance the usefulness of the financial statements to the reader.
(a) Nature of Activities
The Agency is a national nonprofit organization located in Boston, Massachusetts with a mission
to help people live healthier lives and build healthy communities through policy, research,
prevention and health promotion. Since its founding in 1957, the Agency has been a leader in
developing innovative strategies and approaches to advance healthy communities and medical
discoveries.
The following program divisions are listed in order of relative importance based upon total
program expenditures:
The Agency’s Community Health Division provides a broad range of services that include youth
development, peer leadership, training and technical assistance, programmatic research and
evaluation, strategic planning, organizational development, health communication and social
marketing. The Agency works to build the capacity of coalitions, organizations, communities,
government agencies, and the public health workforce. The Agency is skilled at working with
and across multiple sectors and engaging non-traditional partners to build the capacity of
coalitions, organizations, communities, and the public health workforce, including youth, regional
planners, business leaders, faith-based communities, public safety, food systems, and economic
and community development agencies. The Community Health Division accounted for 72% of
total program expenditures for the year ended June 30, 2016.
The Agency’s Medical Foundation Division works with private individuals, bank trusts and
family foundations to design customized grant programs that accelerate medical discoveries.
Each year, more than 100 internationally recognized scientists and physicians from across the
United States and Europe serve on the scientific review committees and provide critical and
unbiased evaluations of all applications and research progress reports. Through the Agency’s
Life Sciences Consulting Services, the Agency provides reports that can be tailored for either
scientific or lay audiences for clients that wish to learn more about a specific disease or field of
biomedical research. The Agency reviews, evaluates, and summarizes relevant scientific
literature as well as assess the current funding landscape. The Agency identifies and interviews
leaders in the field of interest. The Medical Foundation Division accounted for 28% of total
program expenditures for the year ended June 30, 2016.
(b) Basis of Presentation
The statement of activities reports all changes in net assets, including changes in unrestricted net
assets from operating and non-operating activities. Operating revenues consist of those monies
received and other contributions attributable to the Agency’s ongoing efforts. Investment
income, realized and unrealized gains and losses on investments, net of related management fees
are reported as non-operating revenue because such assets are managed for long-term
stabilization of the Agency’s activities.
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HEALTH RESOURCES in ACTION, INC.
Notes to Financial Statements
June 30, 2016

(1) Summary of Significant Accounting Policies - continued
(c) Standards of Accounting and Reporting
The Agency’s net assets (excess of its assets over liabilities) and its revenues, expenses, gains and
losses are classified based on the existence or absence of donor-imposed restrictions.
The statement of financial position presents three classes of net assets (permanently restricted,
temporarily restricted and unrestricted) and the statement of activities displays the change in each
class of net assets. The classes of net assets applicable to the Agency are presented as follows:
Unrestricted - Unrestricted net assets are not subject to donor imposed restrictions.
Unrestricted net assets consist of assets and contributions available for the support of
operations. Unrestricted net assets may be designated for specific purposes by management
or the Board of Directors. Gains and losses on investments are reported as increases or
decreases in unrestricted net assets unless their use is restricted by explicit donor stipulations
or law.
Temporarily Restricted - Temporarily restricted net assets are subject to donor-imposed
stipulations that may or will be met, either by actions of the Agency and/or passage of time.
When a restriction expires, temporarily restricted net assets are reclassified to unrestricted net
assets and reported in the statement of activities as net assets released from restrictions.
Contributions, gains and investment income that are restricted by the donor are reported as
increases in unrestricted net assets if the restriction expires in the reporting period in which
the contributions are recognized.
Permanently Restricted - Permanently restricted net assets reflect the original amount of gifts
and investment earnings required by the donor to be permanently retained. Generally, the
donors of these assets permit the Agency to use all or part of the income earned on related
investments for general or specific purposes.
(d) Cash and Cash Equivalents
The Agency considers all highly liquid investments purchased with an original maturity of three
months or less to be cash equivalents.
The Agency maintains its cash balances at several financial institutions located in Massachusetts.
The cash balances are insured by the Federal Deposit Insurance Corporation. At times these
balances may exceed the federal insurance limits; however, the Agency has not experienced any
losses with respect to its bank balances in excess of government provided. Management believes
that no significant concentration of credit risk exists with respect to these cash balances as of June
30, 2016.
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HEALTH RESOURCES in ACTION, INC.
Notes to Financial Statements
June 30, 2016

(1) Summary of Significant Accounting Policies - continued
(e) Investments
The Agency carries investments at fair value. Interest and dividends are recorded when earned.
Gains and losses are recognized as incurred or based on fair value changes during the period.
Investments are exposed to risks such as interest rate, credit and overall market volatility.
The Agency’s investment policy sets forth guidelines for prudent investment of funds, taking into
account liquidity, risk and return characteristics appropriate for different categories of holdings.
In addition, the Agency has an investment committee which has set ranges for the composition of
the investment portfolio. These ranges are evaluated by this committee on a periodic basis to
determine that the investment portfolio is in line with the predetermined ranges.
The objectives for the management of the Agency’s invested assets are to maximize the
organizational growth of both principal value and income over time sufficient to preserve or
increase the purchasing power of the assets. The Agency targets a diversified asset allocation that
includes equities and fixed income investments within prudent risk constraints.
(f) Revenue Recognition
The Agency earns revenue as follows:
Contract service revenue and fees - Contract revenue is earned and recognized by the Agency
when units or services are provided and billed under various agreements funded primarily by
governmental agencies. All contracts, consist of two types, unit-rate and cost-reimbursement
contracts, all with ceiling amounts. Unit-rate contracts provide that revenue is to be earned
and recognized at a negotiated or class rate for each unit-of-service that is provided under the
terms of the contract. Under the cost-reimbursement contracts, revenue recognition takes
place as costs related to the services provided are incurred. Billings on the contracts are
subject to final approval by the governmental agency.
During the year ended June 30, 2016, $523,955 of the Agency’s contract service revenue was
earned contemporaneous with the acquisition of fixed assets. Accordingly, no associated
expense was recognized during the year ended June 30, 2016. This contract is specific to the
year ended June 30, 2016 and the revenue is included with capital funding for Helpline
Navigation System on the accompanying statement of activities.
Contributions - Grants, contributions and United Way funding are recognized as revenue
when received or unconditionally committed to the Agency.
Donated Services - Donated services are recognized as contributions if the services (a) create
or enhance nonfinancial assets or (b) require specialized skills, are performed by individuals
with those skills, and would otherwise be purchased by the Agency. The Agency depends on
the donated services of many highly skilled professionals for help in evaluating the relevance
of research grant proposals it receives. For the year ended June 30, 2016, donated services
totaling $1,133,340, representing 3,749 hours, have been recognized as income and expense
on the accompanying financial statements and are reported at estimated fair value at the date
of receipt.
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HEALTH RESOURCES in ACTION, INC.
Notes to Financial Statements
June 30, 2016

(1) Summary of Significant Accounting Policies - continued
(f) Revenue Recognition - continued
Deferred revenue represents contract service revenue and fee income received prior to year-end.
These amounts are deferred and recognized over the periods to which the fees relate.
Substantially all of the Agency’s revenue is derived from its activities in Massachusetts. During
the year ended June 30, 2016, the Agency derived approximately 64% of its total revenue from
governmental agencies, 26% of its total revenue from individuals, foundations and corporations,
and 10% from other sources. All revenue is recorded at the estimated net realizable amounts.
(g) Accounts Receivable
The Agency’s accounts receivable are comprised primarily of contracts receivable. Accounts
receivable are stated at the amount management expects to collect from outstanding balances.
Management provides for probable uncollectible amounts through a provision for bad debt expense
and an adjustment to an allowance for doubtful accounts based on a history of past write-offs and
collections and current credit conditions. As of June 30, 2016, the allowance for doubtful accounts
was $5,000.
The Agency does not have a policy to accrue interest on account receivables. The Agency has no
policies requiring collateral or other security to secure the accounts receivable. As of June 30,
2016, 50% of the Agency’s accounts receivable is due from the Massachusetts Department of
Public Health, 48% is due from foundations, institutions and other, and 2% is due from the
Centers for Medicare and Medicaid Services.
(h) Promises to Give
Conditional promises to give are not recognized in the financial statements until the conditions
are substantially met. Unconditional promises to give that are expected to be collected within one
year are recorded at net realizable value. Unconditional promises to give that are expected to be
collected in more than one year are recorded at fair value, which is measured as the present value
of their future cash flows. The discounts on those amounts are computed using risk-adjusted
interest rates applicable to the years in which the promises are received. Amortization of the
discounts is included in contribution revenue. In the absence of donor stipulations to the
contrary, promises with payments due in future periods are restricted to use after the due date.
Unconditional promises to give are periodically reviewed to estimate an allowance for doubtful
accounts. Management estimates the allowance by review of historical experience and a specific
review of collection trends that differ from scheduled collections on individual promises. As of
June 30, 2016, management has determined that any allowance would be immaterial.
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(1) Summary of Significant Accounting Policies - continued
(i) Fixed Assets
Fixed assets are recorded at cost or if donated, fair value on the date of receipt. Depreciation is
provided for in amounts sufficient to relate the cost of depreciable assets to operations over their
estimated service lives. Improvements, including planned major maintenance activities are
capitalized, while expenditures for routine maintenance and repairs are charged to expense as
incurred. Upon disposal of depreciable property, the appropriate property accounts are reduced
by the related costs and accumulated depreciation. The resulting gains and losses are reflected in
the statement of activities.
The Agency computes depreciation using the straight-line method over the following estimated
lives:
Leasehold improvements
5-10 years
Furniture and equipment
3-10 years
(j) Fair Value Measurements
GAAP defines fair value as the exchange price that would be received for an asset or paid to transfer
a liability in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants at the measurement date. Additionally, the inputs used to
measure fair value are prioritized based on a three-level hierarchy. This hierarchy requires entities to
maximize the use of observable inputs and minimize the use of unobservable inputs. The three levels
used to measure fair value are as follows:
Level 1: Quoted prices for identical instruments traded in active markets.
Level 2: Observable inputs other than quoted prices included in Level 1. Assets and liabilities
included in this level are valued using quoted prices for similar assets and liabilities in active
markets or other inputs that are observable or can be corroborated by observable market data.
Level 3: Significant inputs to the valuation model are unobservable.
Recurring Fair Value Measurements
In accordance with GAAP, certain assets and liabilities are required to be recorded at fair value
on a recurring basis. The Agency’s assets that are adjusted to fair value on a recurring basis are
investments in equity and debt securities. The Agency currently has no liabilities that are
adjusted to fair value on a recurring basis.
Investments in Debt and Equity Securities: The fair values of investments in debt and equity
securities using quoted prices from daily exchange markets were based on the closing prices as
of the statement of financial position date and were classified as Level 1. See Note 3 for the
composition of investments.
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(1) Summary of Significant Accounting Policies - continued
(j) Fair Value Measurements - continued
The Agency’s policy is to recognize transfers in and out of levels as of the date an event or
change in circumstances causes the transfer. During the year ended June 30, 2016, the Agency
sold its investments classified as Level 2 as of June 30, 2015. There were no transfers
between levels during the year ended June 30, 2016.
Non-recurring Measurements
In addition to assets and liabilities that are recorded at fair value on a recurring basis, the
Agency records assets and liabilities at fair value on a non-recurring basis as required by
GAAP. The Agency had no assets or liabilities measured at fair value on a non-recurring basis
as of June 30, 2016.
(k) Functional Allocation of Expenses
The costs of providing various programs and other activities have been summarized on a
functional basis in the statement of activities and in the statement of functional expenses.
Directly identifiable expenses are charged to programs and supporting services. Expenses related
to more than one function are allocated to programs and supporting services. Administration
expenses include those expenses that are not directly identifiable with any other specific function
but provide for the overall support and direction of the Agency.
Payroll and associated costs as well as occupancy costs are allocated to functions based upon
actual time charges.
(l) Grants Payable
Research grants awarded for a one year period are expensed at the time the Agency approves
awards. Research grants that extend beyond one year are not recorded due to conditions as
outlined in the agreements, upon satisfaction of the conditions the research grant is recorded (see
Note 7(b)).
(m) Use of Estimates
In preparing the Agency’s financial statements in conformity with GAAP, management is
required 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.
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(1) Summary of Significant Accounting Policies - continued
(n) Income Taxes
The Agency qualifies as an organization formed for charitable purposes under Section 501(c)(3)
of the Internal Revenue Code (IRC) and is generally not subject to income tax. However, income
from certain activities not directly related to the Agency’s tax-exempt purpose is subject to
taxation as unrelated business income. In addition, the Agency is not a private foundation under
Section 509(a)(1).
(o) Executive Transition Costs
Executive transition fees, including those attributable to services already rendered, are recognized
when the expense is incurred or the rights vest. Executive transition fees for the year ended June
30, 2016 amounted to $213,453, of which $52,255 is payable and included in accrued expenses
on the accompanying statement of financial position.
(p) Summarized Financial Information for 2015
The financial statements include certain prior year summarized comparative information in total
but not by net asset class. Also, the financial statements do not include a full presentation of the
statement of functional expenses, as certain prior year summarized comparative information is
presented in total but not by functional classification. In addition, the financial statements do not
include full financial statement disclosures for the prior year. Such information does not include
sufficient detail to constitute a presentation in conformity with GAAP. Accordingly, such
information should be read in conjunction with the Agency’s financial statements for the year
ended June 30, 2015, from which the summarized information is derived.
(2) Promises to Give
The Agency has received unconditional promises to give related to the creation and management of
customized grant programs that support public health and medical research from private individuals,
foundations and bank trusts. Unconditional promises to give that are expected to be collected within
one year are recorded at net realizable value. Unconditional promises to give that are expected to be
received more than a year after June 30, 2016 are recorded at the present value of their future cash
flows using discount rates. No present value discount was recorded as of June 30, 2016, as it was
immaterial to the financial statements. Uncollectible amounts of pledges receivable are expected to be
immaterial. Accordingly, no provision has been made for uncollectible amounts.
The following is an analysis of the promises to give as of June 30, 2016:
2017
2018

$ 435,788
205,684
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(3) Investments
In the prior year, the Board of Directors designated $1,000,000 to be set aside for an operating
reserve. As of June 30, 2016, the designation was increased to $1,250,000. As of June 30, 2016, all
investments are classified as long-term. Investments are valued at fair value using level 1 inputs,
unadjusted quoted prices in active markets, and are comprised of the following as of June 30, 2016:
Debt Securities: Short-Term Corp. Bond Index Fund
Equity Securities: 500 Index Fund
Total

$ 1,216,745
519,762
$ 1,736,507

The Short-Term Corp. Bond Index Fund consists of investment grade fixed rate securities issued
primarily by domestic industrial, utility and financial companies with maturities between 1 - 5 years.
The 500 Index Fund consists of stocks of large U.S. companies and is designed to track the
performance of the Standard & Poor’s 500 Index.
Investment return consisted of the following for the year ended June 30, 2016:
Interest and dividends, net of management fees
Net realized and unrealized gain

$

36,880
60,032

Total net gain on investments

$

96,912

A reconciliation of investment activity by net asset classification is as follows:
Temporarily
Restricted

Unrestricted
Beginning balance
Investment return
Investment income

$

Net realized gains
Net unrealized losses
Investment management fees
Permanently restricted
released:
Investment Income
Net realized gain (loss)
Net unrealized gain (loss)
Investment Management Fees
Total investment return, net
Transfer to operating cash
Ending balance

1,366,751

$

$

278,752

Total
Investments
$

-

669,409
(620,533)
(9,075)

-

152,794
(141,638)
(2,071)

822,203
(762,171)
(11,146)

78,902

-

18,010

96,912

8,925
(2,071)

152,794
(141,638)

(8,295)
(152,794)
141,638
2,071

-

6,854

11,156

(18,010)

-

85,756

11,156

-

96,912

-

-

(301,689)

1,150,818
14

$

306,937

8,925

1,941,284

39,101

(301,689)
$

295,781

Permanently
Restricted

$

278,752

48,026

$

1,736,507

HEALTH RESOURCES in ACTION, INC.
Notes to Financial Statements
June 30, 2016

(4) Line of Credit
The Agency has available a demand line of credit with Cambridge Trust Company (a Massachusetts
bank) of $500,000 to be drawn upon as needed, with interest at the prime rate plus .5%, or 4% as of
June 30, 2016. The line is secured by the Agency’s investments in debt and equity securities, with a
minimum collateral requirement based upon 50% of eligible stock, 70% of eligible bonds, 70% of
eligible mutual funds and 95% of eligible U.S government obligations. As of June 30, 2016 there
was no outstanding balance. The line of credit renews annually.

(5) Operating Lease Commitments
The Agency occupies office and warehouse space under non-cancelable, operating lease agreements
with various expiration dates through 2018. The Agency is also liable for certain real estate tax
increases and operating cost adjustments under the lease terms. The minimum annual operating noncancelable lease commitments on facilities for the Agency are as follows:
2017
2018

$ 473,805
225,184

Facility rental expense for the year ended June 30, 2016 was $459,272.
In addition, the Agency rents equipment under non-cancelable, operating lease agreements with
various expiration dates through 2018. The minimum annual operating non-cancelable lease
commitments on equipment for the Agency are as follows:
2017
2018

$ 25,925
19,603

Equipment rental expense for the year ended June 30, 2016 was $15,856.

(6) Grants and Administered Grants
The Agency awards grants through a variety of programs. The Agency directly awarded $1,272,205
of these grants for the year ended June 30, 2016. The Agency also awarded $903,903 of grants for its
Community Health Division for the year ended June 30, 2016.

(7) Commitments and Contingencies
(a) Funding Sources
The Agency receives a portion of its funding from government agencies. The ultimate
determination of amounts received under these programs generally is based upon allowable costs
reported to and audited by the government. Until such audits have been completed, if any, and
final settlement reached, there exists a contingency to refund any amount received in excess of
allowable costs. Management is of the opinion that no material liability will result from such
audits.
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(7) Commitments and Contingencies - continued
(a) Funding Sources - continued
The Agency’s operations are concentrated in the social service provider field. As such, the
Agency operates in a heavily regulated environment. The operations of the Agency are subject to
administrative directives, rules and regulations of federal, state and local regulatory agencies,
including, but not limited to the following:
United States Department of Health and Human Services
United States Environmental Protection Agency
United States Department of Education
Massachusetts Department of Public Health
Massachusetts Department of Children and Families
Such administrative directives, rules and regulations are subject to change by an act of Congress,
act of the state and local legislature or an administrative change mandated by the United States
Departments or Commonwealth of Massachusetts Departments listed above. Such changes may
occur with little notice or inadequate funding to pay for the related cost, including the additional
administrative burden, to comply with a change. Additionally, contractual funding may decrease
or be withdrawn with little notice.
(b) Conditional Grants
The Agency has awarded conditional grants extending beyond one year totaling $2,650,222 as of
June 30, 2016. The Agency reserves the right to discontinue multi-year funding if satisfactory
progress reports, as defined in each grant agreement, have not been provided by the respective
grantees. These amounts are not reported as liabilities on the Agency’s statement of financial
position as the conditions have not been met as of June 30, 2016.
Future obligations under the conditional grants expected to be paid out, if the conditions are met,
by the Agency are as follows:
2017
2018

$ 2,357,413
292,809

(c) Legal
The Agency is involved with certain claims and other routine litigation matters that arose in the
normal course of business. In the opinion of management, after consultation with legal counsel,
the outcome of these matters is not expected to have a material effect on the Agency’s financial
position or results of operations.
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(8) Restricted Net Assets
(a) Temporarily Restricted Net Assets
Temporarily restricted net assets consist of the following as of June 30, 2016:
Balance
2015
Community Health Division
Medical Foundation Division
Working capital
Unrealized and realized gains on
permanently restricted net assets
(see Note 8(b))

$

Total

$

1,031,065
223,723
200,000

Additions
$

295,781
1,750,569

1,456,146
1,517,138
-

$

11,156
$

2,984,440

Balance
2016

Releases
(1,606,637) $
(1,453,973)
-

$

(3,060,610) $

880,574
286,888
200,000

306,937
1,674,399

(b) Permanently Restricted Net Assets
Permanently restricted net assets are restricted by donors against any expenditure of principal.
Interest and dividends earned on these funds is restricted to support postdoctoral research
scholarships. In accordance with GAAP and Massachusetts state law, unrealized and realized
gains earned on the permanently restricted net assets are reported in temporarily restricted net
assets.
For the year ended June 30, 2016, income earned on the permanently restricted net assets was
$18,010. The Agency satisfied the restrictions relating to the interest and dividends earned on
these net assets during the year ended June 30, 2016 and $6,854 has been reflected as unrestricted
investment income on the accompanying financial statements. Realized and unrealized earnings
and fees on these net assets for the year ended June 30, 2016 totaled $11,156 and has been
reflected as temporarily restricted investment income on the accompanying financial statements.

(9) Endowment
The Agency accepts endowment gifts under the stipulation that the funds are invested in perpetuity.
Unless otherwise restricted by the donor, the investment income is to be used in accordance with the
Agency’s endowment spending policy. The goals of the endowment fund are to enhance existing
programs, create new programs, make additional funding opportunities for donors and support capital
improvements. The Agency’s Investment Committee (Committee) oversees the establishment and
revision of goals, spending plans and asset allocations for endowments.
The Agency’s endowment consists of one individual fund established to provide interest to support
post-doctoral research scholarships. Net assets associated with endowment funds are classified and
reported based on the existence or absence of donor-imposed restrictions.
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(9) Endowment - continued
(a) Uniform Prudent Management of Institutional Funds Act
The Agency’s management and investment of donor-restricted endowment funds are subject to
the provisions of the Uniform Management of Institutional Funds Act (UMIFA). In 2006, the
Uniform Law Commission approved the model act, Uniform Prudent Management of
Institutional Funds Act (UPMIFA), which serves as a guideline to states to use enacting
legislation. UPMIFA was adopted by the Commonwealth of Massachusetts effective June 30,
2009. Among UPMIFA’s most significant changes is the elimination of UMIFA’s important
concept of historic dollar value threshold, the amount below which an organization could not
spend from the fund, in favor of a more robust set of guidelines about what constitutes prudent
spending.
The Board has interpreted the UPMIFA as requiring the 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. Further, per the interpretation, the UPMIFA 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 the donorrestricted endowment fund that is not classified in permanently restricted net assets is classified as
temporarily restricted net assets until those amounts are appropriated for expenditure by the
Agency in a manner consistent with the standard of prudence prescribed by UPMIFA.
(b) Appropriation of Endowment Assets for Expenditure
The Agency considers the following factors in making a determination to appropriate endowment
funds for expenditure:
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)

The duration and preservation of the fund
The purposes of the Agency and the donor-restricted endowment fund
General economic conditions
The possible effect of inflation and deflation
The expected total return from income and the appreciation of investments
Other resources of the Agency
The investment policies of the Agency
The role of each investment in the whole portfolio group

(c) Return Objectives and Risk Parameters
The Agency has adopted investment and spending policies for endowment assets that invest in a
thoughtful and prudent manner to preserve and/or enhance the Agency’s ability to help provide
for the future benefit of post-doctoral research scholarships. The oversight of the endowment
funds is the responsibility of the Committee, a committee of the Agency’s Board of Directors.
Endowment assets include those assets of donor-restricted funds that the Agency must hold in
perpetuity. Under this policy, as approved by the Board of Directors, the endowment assets are
invested in a manner that is intended to preserve the endowment funds’ principal, considering
inflation and to regulate the long term ability and short term needs to distribute income.
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(9) Endowment - continued
(d) Strategies Employed for Achieving Investment Objectives
To satisfy its objectives, the Agency relies on a total return strategy in which investment returns
are achieved through both capital appreciation (realized and unrealized) and current yield (interest
and dividends). The Agency targets a diversified asset allocation by investing a prudently
determinable portion (currently 80%) of the endowment funds in equity investments (to produce
long-term appreciation) and a portion (currently 20%) to fixed income investments (to produce a
consistent level of income and reduce overall volatility). Guidelines have been set forth in the
investment policy.
(e) Spending Policy and Investment Objectives
The Agency records 100% of the annual investment return as temporarily restricted net assets.
The Agency has a policy of appropriating for distribution from the total investment balance
including the endowment portion, an amount as determined by the board of directors based on the
prior years audited financial statements. In establishing this policy, the Agency considered the
long-term expected return on its endowment. Accordingly, over the long term, the Agency
expects the current spending policy to allow its endowment to grow. This is consistent with the
Agency’s objective to maintain the purchasing power of the endowment assets held in perpetuity
or for a specified term as well as to provide additional real growth through new gifts and
investment.
(f) Funds with Deficiencies
From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor requires the Agency to retain as a fund of perpetual
duration. In accordance with GAAP, deficiencies of this nature are reported in unrestricted net
assets. These deficiencies may result from unfavorable market fluctuations that occurred shortly
after the investment of new permanently restricted contributions. Subsequent gains that restore
the fair value of the assets of the endowment fund to the required level will be classified as an
increase in unrestricted net assets. There were no such deficiencies as of June 30, 2016.
(g) Composition and Reconciliation of Endowment Funds
The endowment fund is solely comprised of donor-restricted contributions. There are no boarddesignated endowment funds. A reconciliation of the Agency’s investment activity by net asset
class is presented in Note 3. Additional information pertaining to the endowment fund is
presented in Note 8(b)).
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(10) Defined Contribution Plans
The Agency has a defined contribution pension plan that qualifies as a tax-sheltered account under
Section 401(a) of the IRC for the benefit of eligible employees. Employees of at least twenty one
years of age with at least 1,000 hours of credited service are eligible to participate in this plan. Under
the plan, the Agency contributes a percentage of each eligible participant’s salary to the plan. The
employees are not taxed on contributions or earnings until they receive distributions from the account.
The Agency’s contributions under this plan amounted to $236,366 for the year ended June 30, 2016,
which are included in employee benefits on the accompanying statement of functional expenses.
The Agency also has a defined contribution pension plan that qualifies as a tax-sheltered account
under Section 403(b) of the IRC for the benefit of eligible employees, as defined in the plan
agreement. Under the plan, benefit eligible employees can invest pre-tax dollars. The employees are
not taxed on contributions or earnings until they receive distributions from the account. There are no
provisions for employer contributions into the plan.

(11) Subsequent Events
The Agency has performed an evaluation of subsequent events through December 13, 2016, which is
the date the Agency’s financial statements were available to be issued. No material subsequent events
have occurred since June 30, 2016 that required recognition or disclosure in these financial
statements.
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