Financial Statements and
Other Financial Information

FLORIDA UNITED METHODIST
CHILDREN’S HOME, INC.

December 31, 2007



FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.
Financial Statements and Other Financial Information

December 31, 2007

(With Independent Auditors’ Report Thereon)



FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Table of Contents

Independent Auditors’ Report

Financial Statements:

Statement of Financial Position

Statement of Activities

Statement of Functional Expenses

Statement of Cash Flows

Independent Auditors’ 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 ..............cooovevevvvvivenn .

Independent Auditors’ Report on Compliance with Requirements Applicable
to Each Major Program and on Internal Control Over Compliance in
Accordance with OMB Circular A-133

..........................................................................



TSCHOPP, WHITCOMB & ORR, P A.

TWO Cortipiod Tistdle Sbocountants
\ / 2600 Maitland Center Parkway ¢ Suite 330 ¢ Maitland, Florida 32751
”

Phone: (407) 875-2760 + Fax: (407) 875-2762

Independent Auditors’ Report

The Board of Trustees
Florida United Methodist Children’s Home, Inc.

We have audited the accompanying statement of financial position of Florida United Methodist
Children’s Home, Inc. as of December 31, 2007 and the related statements of activities, functional
expenses and cash flows for the year then ended. These financial statements are the responsibility of
Florida United Methodist Children’s Home, Inc.’s management. Our responsibility is to express an
opinion on these financial statements based on our audit. The prior year summarized comparative
information has been derived from the Florida United Methodist Children’s Home, Inc. 2006
financial statements and, in our report dated February 9, 2007, we expressed an unqualified opinion
on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and 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 of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Florida United Methodist Children’s Home, Inc. at December 31, 2007, and the
changes in its net assets and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The financial statements include certain December 31, 2006 summarized comparative information in
total, but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Home's financial statements for the year ended
December 31, 2006 from which the sutnmarized information was derived.

In accordance with Government Auditing Standards, we have also issued a report dated February 19,
2008 on our consideration of the Home’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts and grants. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the results of our audit.



Our audit was made for the purpose of forming an opinion on the basic financial statements taken as
a whole. The accompanying Schedule of Governmental Financial Assistance for the year ended
December 31, 2007 is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit
Organizations, and is not a required part of the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken
as a whole.

//—;—.’Aﬁa‘ Ww—w i QMo'P'A‘

February 19, 2008
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FLORIDA UNITED METHODIST CHILDREN'S HOME, INC.

Statement of Cash Flows

Year Ended December 31, 2007

(With summarized totals for the year ended December 3 1, 2006)

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation expense
(Gains} losses on investments
Contribution of investments
Gain on disposition of property and equipment
Cash provided by (used for) changes in:
Contributions receivable
Other assets
Accounts payable and accrued expenses
Annuity payment liability

Net cash provided by (used in) operating activities
Cash flows from investing activities:
Proceeds from dispositions of property and equipment
Acquisition of land, buildings and equipment
Net cash used in investing activities
Net decrease in cash

Cash at beginning of year

Cash at end of year

See accompanying notes to financial statements.

2007 2006

$ 4,602,125 6,372,299

1,027,963 1,129,248
(207,783) (1,156,179)
- (7,646,584)
(2,643,429) (262,286)

(1,423,859) 241,848
44,080 (58,929)
835,067 (113,459)
101,265 (86.295)
2,335,429 (1,580,337)

- 552,207
(3,206,474) (2,224,693)
(3,206,474) (1,672,486)
(871,045) (3,252,823)

2,568,587 5,821,410

$ 1,697,542 2,568,587




(1)

FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.
Notes to Financial Statements

December 31, 2007

Organization and Summary of Significant Accounting Policies

(a) Organization

Florida United Methodist Children’s Home, Inc. (the “Home”) was incorporated in 1908 as a
not-for-profit corporation. The purpose of the Home is to care for children who otherwise
cannot be provided for. The Home is governed by a Board of Trustees which are Florida
Methodist Church members or clergy. Nominations for membership come from the Board
and are approved by the Florida Annual Conference of The United Methodist Church.

(b) Contributions Receivable

Contributions receivable represent monies due or pledged to the Home that were not
collected as of December 31, 2007. Contributions receivable are stated at the amounts
management expects to collect from outstanding balances. Management provides an
allowance for doubtful accounts for any amounts considered to be uncollectible. As of
December 31, 2007, no allowance for doubtful accounts has been provided and no bad debt
expense has been recorded for the year then ended.

(¢) Contributions

The Home reports gifts of cash and other assets as restricted support if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires,
that is, when a stipulated time restriction ends or the purpose of the 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. Donor
restricted contributions, whose restrictions are met in the same reporting period, are reported
as unrestricted support. The majority of contributions originate either from United Methodist
laity or from United Methodist churches in the State of Florida.

The Home reports gifts of land, buildings and equipment as unrestricted support unless
explicit donor stipulations specify how the donated assets must be used. Gifis of long-lived
assets with explicit restrictions that specify how the assets are to be used and gifts of cash or
other assets that must be used to acquire long-lived assets are reported as restricted support.
Absent explicit donor stipulations about how long those long-lived assets must be
maintained, the Home reports expirations of donor restrictions when the donated or acquired
long-lived assets are placed in service.

(Continued)
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

(d) Land, Buildings, and Equipment

()

Land, buildings, and equipment acquisitions are recorded at cost when purchased, or at fair
market value at date of gift when donated. Depreciation is provided on a straight-line basis
over the estimated useful lives of the assets. Expenditures for maintenance and repairs are
expensed as incurred.

Basis of Accounting

The accompanying financial statements are presented on the accrual basis and represent the
financial position and results of operations of the Home.

The Home has adopted the Financial Accounting Standards Board Statement No. 117,
“Financial Statements of Not-for-Profit Organizations.” This statement establishes standards
for financial reporting by not-for-profit organizations. The statement requires financial
statements to be prepared on an entity wide basis, to focus on the organization as a whole and
to present balances and transactions according to the existence or absence of donor-imposed
restrictions. This has been accomplished by aggregating all funds into one set of financial
statements and classifying fund balances and transactions into three classes of net assets —
unrestricted, temporarily restricted or permanently restricted as follows:

Unrestricted Net Assets

Net assets not subject to donor-imposed stipulations. The Home reports donor-
restricted contributions whose restrictions are met in the same reporting period as
unrestricted support.

Temporarily Restricted Net Assets

Temporarily restricted amounts will become either unrestricted or permanently
restricted when the conditions of the temporary restrictions are met. Temporarily
restricted assets consist of amounts held in the designated fund for the construction or
purchase of buildings or equipment and amounts held in the education scholarship fund
which principal and income is used for the education of qualified candidates in the
Home.

(Continued)



FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

(1) Organization and Summary of Significant Accounting Policies - Continued

(e¢) Basis of Accounting - Continued
Permanently Restricted Net Assets

General endowment fund net assets are subject to restrictions of gift instruments
requiring that the principal be invested in perpetuity. Annually, a portion of the income
is approved by the Board for use in the Home’s operations.

Annuity fund net assets represent resources contributed to the Home where specified
amounts are to be paid to the donor while living. Any funds remaining at the death of
the donor revert to the use of the Home, primarily being designated for transfer to the
general endowment fund.

Education/endowment fund net assets are subject to restrictions of gift instruments
requiring that the principal be invested in perpetuity. The income is available to
provide college scholarships for former residents of the Home.

(f) Income Taxes

The Home is exempt from federal income taxes under provisions of Section 501(c)(3) of the
Internal Revenue Code.

(g) Donated Goods and Services
Significant non-cash asset contributions are recorded at fair market value when received. No
amounts have been recorded in the financial statements for contributed services. There is no
objective basis for measuring the fair market value of services provided by volunteers to
program or fund raising activities, and such services did not require specialized skills.

(h) Investments
Investments are carried at current market value in the accompanying financial statements.
Current value is described primarily by reference to market quotations. Certain investments

which do not have readily determinable current market values are carried at cost.

(i) Cash and Cash Equivalents

For purposes of cash flows, the Home considers highly liquid investments in demand deposit
and money market accounts to be cash equivalents.
(Continued)



FLORIDA UNITED METHODIST CHILDREN’S HOME, INC,

Notes to Financial Statements

1) Organization and Summary of Significant Accounting Policies - Continued

(i) Concentrations of Credit and Market Risk

The Home has its operating funds maintained in an overnight sweep account and, therefore,
maintains a zero balance in its bank checking account. The funds are protected by specific
U.S. Government securities that have been pledged as collateral for these deposits., The
Home has no exposure to loss for having deposits in banks in excess of the insurance
provided.

The Home receives a large portion of its support by and through churches in the Florida
Annual Conference of The United Methodist Church. That continued association and
support is necessary for the Home to operate.

(k) Functional Allocation of Expenses

The costs of providing the various programs, fund-raising and other activities of the Home
have been summarized on a functional basis in the statement of functional expenses.
Accordingly, certain costs have been allocated among the activities benefited.

() Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and 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.

(2) Land, Buildings and Equipment

At December 31, 2007, land, buildings and equipment consist of the following:

Land $ 2,541,439
Land improvements 2,259,909
Buildings 14,502,171
Furniture, fixtures and equipment 6,030,268
Vehicles 1,391,380
Construction in progress 897,348
27,622,515

Less accumulated depreciation 15,677,184
$ 11,945,331

10
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Investments

At December 31, 2007, investment balances consist of the following:

Cost Market
Debt $ 6,452,302 6,490,785
Equities 14,352,803 16,238,952
Money market funds 4,714,694 4,735,015
Other 3,022,505 3,029,187

$ 28,542,304 30,493,939

The unrealized gain on investments at December 31, 2007 amounted to $1,951,635. Custodial
and investment advisory/management fees amounting to approximately $146,000 have been
netted against gains on investments in the accompanying statement of activities within the
temporarily and permanently restricted funds.

The Board of Directors has designated certain funds to be set aside as a reserve to support the
Home’s operations. These funds amount to $8,599,116 and are included in unrestricted
investments in the accompanying statement of financial position.

Pension Plans

The Home has a defined contribution pension plan in effect for non-ministerial employees,
which is presently being funded at ten percent of eligible employees’ compensation. To be
eligible, employees must have been employed for at least six months and be at least twenty-one
years old. Vesting begins after one year of employment, with employees becoming fully vested
upon completion of five years of service. The ministers are participating in a defined
contribution plan and a deferred annuity program also administered by the General Board of
Pensions of the United Methodist Church. Total pension expense for the year ended December
31, 2007 was approximately $377,000 and $28,000 for non-ministerial employees and ministers,
respectively.

Annuity Payment Liability

Contributions received by the Home under irrevocable split-interest agreements are recorded at
their fair value when received. An annuity payment liability for charitable gift annuity contracts
has been established equal to the present value of expected future payments to each annuitant as
determined from contract payment schedules using current life expectancies. Contribution
revenue is recognized for the difference between the fair value of the assets received and the
liability incurred. Total assets associated with split-interest agreements included within the
annuity fund amount to approximately $2,800,000 at December 31, 2007.

11



FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

(6) Restricted Assets

Restricted assets of the Home consist of the following funds at December 31, 2007:

Temporarily Permanently
Restricted Restricted

Designated Fund $ 1,629,787 -
Education Scholarship Fund 1,412.916 -
Annuity Fund - 641,207
General Endowment Fund - 14,119,307
Education/Endowment Fund - 1,581,479

$ 3,042,703 16,741,993

12
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FLORIDA UNITED METHODIST CHILDREN'S HOME, INC.
Schedule of Governmental Financial Assistance

Year Ended December 31, 2007

Identifying Expenditures/
Federal Assistance Number Revenue
U.S. Department of Health and Human Services
Passed through Florida Department of Children 03.658
and Families (Residential Group Care and 93.558
Foster Care Contracts) 93.667 $ 788,459
U.S. Department of Health and Human Services
Passed through Florida Department of 93.659
Children and Families (Adoption, and Child and
Welfare Services Contracts) 93.645 33,149
U.S. Department of Agriculture
Passed through Florida Department of Education
(National School Lunch Program) 10.550/24077 69,143
Total Federal Assistance $ 890,751
State Assistance
Florida Department of Children and Families
Residential Group Care Program Services GJ-160 $ 959,184
Total state assistance $ 959,184

See accompanying notes to financial statements.

14
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Independent Auditors’ 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

The Board of Trustees
Florida United Methodist Children’s Home, Inc.

We have audited the financial statements of Florida United Methodist Children’s Home, Inc. as of
and for the year ended December 31, 2007, and have issued our report thereon dated February 19,
2008. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Florida United Methodist Children’s Home,
Inc.’s, internal control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide an opinion on the
internal control over financial reporting. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control over financial reporting
that might be material weaknesses. A material weakness is a reportable condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively
low level the risk that misstatements caused by error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we considered to
be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Florida United Methodist Children’s Home,
Inc.’s 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 that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Board of Trustees, finance
committee, management, others within the Home and all Federal and state awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

oo, Whittomt & En, PA.

February 19, 2008
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Independent Auditors’ Report on Compliance with Requirements Applicable
to Each Major Program and on Internal Control Over
Compliance in Accordance with OMB Circular A-133

The Board of Trustees
Florida United Methodist Children’s Home, Inc.

Compliance

We have audited the compliance of Florida United Methodist Children’s Home, Inc., with the
types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended December 31, 2007. Florida United Methodist Children’s Home,
Inc.’s major federal programs are identified in the summary of the auditors’ results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of Florida United Methodist Children’s Home, Inc.’s management. Our
responsibility is to express an opinion on compliance based on our audit.

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 Government. 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 Florida United Methodist
Children’s Home, Inc.’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. Our audit does not provide a legal determination on Florida
United Methodist Children’s Home, Inc.’s compliance with those requirements.

In our opinion, Florida United Methodist Children’s Home, Inc. complied, in all material
respects, with the requirements referred to above that are applicable to its major Federal
programs for the year ended December 31, 2007.

Internal Control Over Compliance

The Management of Florida United Methodist Children’s Home, Inc. is responsible for
establishing and maintaining effective internal control over compliance with requirements of
laws, regulations, contracts and grants applicable to federal programs. In planning and
performing our audit, we considered Florida United Methodist Children’s Home, Inc.’s internal
control over compliance with requirements that could have a direct material effect on a major
Federal program in order to determine our auditing procedures for the purpose of expressing our
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opinion on compliance and to test and report on internal control over compliance in accordance
with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control structure that might be material weaknesses. A material weakness
is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts and grants caused by error or fraud that would be
material in relation to a major Federal program being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
We noted no matters involving the internal control over compliance and its operations that we
consider to be material weaknesses.

This report is intended solely for the information and use of the Board of Trustees, finance
committee, management, others within the Home and all Federal and state awarding agencies
and pass-through entities and is not intended to be and should not be used by anyone other than
these specified parties.

";f%' Wihkiteomt 1 QM,?A'

February 19, 2008
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Phone: (407) 875-2760 & Fax: (407) 875-2762

February 19, 2008

The Board of Trustees
Florida United Methedist Children's Home, Inc.

In planning and performing our audit of the financial statements of Florida United Methodist
Children's Home, Inc. as of and for the year ended December 31, 2007, in accordance with
auditing standards generally accepted in the United State of America, we considered Florida
United Methodist Children's Home, Inc.’s internal control over reporting (internal control) as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the
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 control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or a
combination of control deficiencies, that adversely affects the organization’s ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the
organization’s financial statements that is more than inconsequential will not be prevented or
detected by the organization’s internal control.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the organization’s internal control.

Our consideration of the internal control was for the limited purpose described in the first
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the Board of Trustees, finance
committee, management, and others within the Home as authorized by the Board and is not
intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

TSCHOPP, WHITCOMB & ORR, P.A.

18



Florida United Methodist Children’s Home, Inc.
Schedule of Findings and Questioned Costs
Year Ended December 31, 2007

Summary of the Audit Results

1.

The Auditors’ report expresses an unqualified opinion on the financial statements
of Florida United Methodist Children’s Home, Inc.

No reportable conditions were disclosed during the audit of compliance and on
internal control over financial reporting based on an audit of financial statements

performed in accordance with government auditing standards.

No instances of noncompliance material to the financial statements of Florida
United Methodist Children’s Home, Inc. were disclosed during the audit.

No reportable conditions were disclosed during the audit of compliance with
requirements applicable to each major program and internal control over

compliance in accordance with OMB Circular A-133.

The auditors’ report on compliance for the major Federal award program for
Florida United Methodist Children’s Home, Inc. expresses an unqualified opinion.

There are no audit findings relative to the major Federal award program for
Florida United Methodist Children’s Home, Inc.

The program tested as a major program was the Residential Group Care Contract.
The threshold for distinguishing Types A and B programs was $300,000.

The Auditee did qualify as a low-risk auditee.

Findings - Financial Statements

None

End of Schedule of Findings and Questioned Costs
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