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Independent Auditor’s Report

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

Report on the Financial Statements

We have audited the accompanying financial statements of Florida United Methodist Children’s
Home, Inc. which comprise the statement of financial position as of December 31, 2017, and the
related statements of activities, functional expenses, and cash flows 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

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 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 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 Florida United Methodist Children’s Home 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.

Report on Summarized Comparative Information

We have previously audited the Home’s 2016 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated February 24,
2017. In our opinion, the summarized comparative information presented herein as of and for
the year ended December 31, 2016 is consistent, in all material respects, with the audited
financial statements from which it has been derived.

Other Matters

Our audit was performed for the purpose of forming an opinion on the financial statements of Florida
United Methodist Children’s Home, Inc. taken as a whole. The accompanying Schedule of
Expenditures of Federal Awards and State Financial Assistance, is presented for purposes of
additional analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards and
Section 215.97 of the Florida Statutes of the Florida Single Audit Act and is not a required part of the
financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued a report dated March 1,

2018 on our consideration of the Florida United Methodist Children’s Home, Inc’s internal
control over financial reporting and on our tests of its compliance with certain provisions of



laws, regulations, contracts and grants and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Florida United Methodist Children’s Home,
Inc.’s internal control over financial reporting and compliance.

Schpden Tls chogs Whermab it 38 fsilom, 1P

March 1, 2018
Maitland, Florida

(U8



14
STH'898°0L €8L°1€99L SYLSPS 9T 98L°1569 TSTYELSY §
798°67+°89 008°886°¢L 9LL°G81°5T 98.°1569 8€T°1S8° 1Y
981V78%T 9LLS81°ST 9LL°S81°GT - -
780°eHS S 98.°166°9 - 98.°166°9 -
¥65°780°8¢ 8ET IS8 1Y - - 8CT IS8 TP
VL TP6 LT TIEP95°81 - - T1E496°81
€£9°865°T1 e8] LYY - - 9E8‘ LYIYI
122°185°L 060°6£1°6 - - 060°6£1°6
€9G81H°C €86°TH9°T 696°65€°1 - P10°€8T°1
TES6IFT 696°60€°1 696°60€‘1 - -
PIP 1H9 6L6°61L - - 6L6°61L
L19°LSE G€0°€19 000°0S - SE0c9s %
STH'898°0L €8L°1€9°9L SYLSHS 9T 98.°1569 STYET' Sy §
7S Er 9 L61°9€0°L 869VL0°S 6671961 -
VL TP6 LY TIEY9S°81 - - T1EY95°81
STISISLE 18LYT1 vy LOL60Y°1T 8L6°1S0°1 960°€99°1C
- - 0vE19 (ozL L) (079°¢s)
€81°¢61 TLY'YST - - TLYYST
L8LO61°T T8 116 - 1L2°90¢ 165°6¢L
6¥0°26S L 661°01L°S - 8GL6ELE IPP°0L6°T  §
9107 L10T Pa1dLIISaY PaIoLISIY pajdLIIsadupy
Apuauvuriag Aueaodwag,

(910T ‘1€ 19qua0a(J 10] S[E10} PIZLIBWILNS YA )

L10T ‘1€ 1oquiaosg

uonIsoJ [BIDURUI] JO JUIUIA}E)S

"SJURUISYE]S [eIoURUL 0} 910U ulAuedwonor 995
S)9SSE JoU pPUB SII[IQRI] [B10],

S}9SS® 10U [B10],

(8 pue / se10u) pejoLIIsal AJJUSUBULISJ
(£ 910u) pejoLnsal A[Lelodwa,

P2I0LISaIUN [BIO L,

juswdmbe pue Anedold ur JuausaAU]
Spunj pajeusIsop pIeog
suonje1ado 10] 9[qB[IBAY
el Nik=Niifg]
1§19SSV 19N

SOII[IQeI] [B10L

(s @10U) A1GRY} JUsWARd AMUUY
sasuadxa paniooy
J1qeAed sjunoooy

-Sefiqery

S1955E [B10 ],

(¥ @10U) s)SNLI} UT JSRIRIUI [RIOLfaUSY
(¢ a10u) uswdmbe pue s3ulpying ‘pue
(Z @10U) SURUNRSIAUT
(sojqeAed) sa[qeAlooal punyIaly
S19SSB JO10
SO[qBAIS03I 1910 PUE SUOHNGLIUOY)
ysed
15]aSSVY

"ONI ‘HWOH SINZYATIHO LSIAOHLIW d4.LINN VATIOTA



798°61°89 008°886°¢L 9LL'SS1°ST 98L°1S679 8ETISS’ I §
§T0°609°€9 798°61¥°89 981vT8¥C TBO'ERS'S P6SC80°8€E
LES 0P8y 8£6°8ES°S 06S°19¢ POL 80V P9°89L°€E
8T6'8ET Y1 SE9°9TLY1 - - SE9°9TLY1
07£°780°C E0L°811C - - €0L°811°T
T6TSE0'] 9EPEI0] - - 9ey €101
8T0°LY0°1 L9T'S011 - - L9T°S01°1
8099511 TE6°LO9TI - - TE6°LO9TL
PL91L6 T96°790°1 - - T96°T90°1
¥1¥°808 999°9%6 - - 999°9%6
£66°829 16¥°$99 - - 16v°599
LTSLYL 6 €18°7€6'6 - - €18°CE6°6
$9L°6L0°61 €LS°69T°0T 065°19¢€ POL'S0Y1 6LT°S6¥781

- - - (TT$'957) TT8'95T
STL Y9y 1P 9y - - 1ZF9¢Y
8rsiee LY191Ly LO9°SHT 0FSOLI -
{LbLPD) 885°8 - - 885°8
LIS HP0T EEVTO1S - 0Z1°821 ETEFI0°C
9ITCEL L¥1°6S6 - 6¥E°LL 86L°LEG
[A2NG LTLLY - - LTLLY
LLT918 L1658 - - L16°5€8
£6£°00Z°S 00£°0£0°S - - 00£°0£0°¢
Pre8sL'6 £68°TYE L €86°S11 LIT6VE'L £69°LLYS $

910T L10Z pajaLIsay PaILIISAYY PajaLIIsaIup)
Apudusuerd g Apaerodura g,

(9102 ‘1€ toquaoa(g papua Jeak 21} J0J S]BI0) POZLIBLILUNS (1AL )
L10T ‘1€ 1oquuaoa( papus 1esx

SOIIIAIIOY JO JUIWDIES

"ONI "HNOH SINTMATIHD LSICOHLAN ILINA VARO1d

"sjuswiatels [eioueuly o} sajou Furuedwonor 298

182K JO pUd 1B SJOSSE JON
1eak jo Fumuuidaq je s39SSe JON

s1osse Jou up aguet)

sasuadxa [810],

soo1A19s Jurjtoddns [e30 1

uisieIpun,]
[e1ousd pue juswafeusy
:s201A108 Funaoddng

saojatas wieidoud [Bjog,

197U29 218D PIIYD
2189 12150,
drysiejoyos pue Suial] juspuadopuy
Q1D [BIIUAPISAY
1S90IAIS weF0d]
:sosuadxy

11oddns pue senuaaal [B1O,

suonoysal ssodind jo uonoeysies
:UOTIOLISAT L0 PISLIal SIASSE JON
SWOdU! SNOJUR[[IISI
sjuawaalde 1saiour-jdg
519sSe JO 2[BS U0 Ufen)
JoU ‘SJUSWISIAUI UO (59550]) sured
pazijealun pue pPazijeal JaN
SPUBPIAIP PUE }SI9JU]
aWOoU] [BIUSY
I91UR0 218D PIYD
syuswed 110ddng
SuUONNQLIUO))
Joddng pue sonuoAdy



‘sjusuIsiels [eroueUly 0] sajou Sutlueduoooe 299

8T6'8ETFI CE9°9TLYI COLBIIT 9E4 €101 L9TS01'T TE6°L09TI 796°790°1 999°9%6 16%°699 €18°T7E6’6  § sosuadxa (210

650°6£€°1 98T v0E'T £PEPOI 6T1'6E #1269 €6°661°1 980°9¢ 980°92 980°9¢ S89°1ZI°1 uoreroada(]
89t SLO'0T 60681 658°1 0S0°L1 991°1 - 991°1 - - JURU)INIDY
£60°L 09%°L 09¥°L - 09%°L - - - - - SJUAUISSASSE 2181$0 (B
81V 1L1 148°€0T 951°6T 896°9C 881°C SILYLL 1L¥°S 6261 £86°9C TEELET §1u9A3 [eroadg
TEL'ST $09°9¢ 100°61 990y SE6P1 Y09°L1 9L 18L°C 00°588 9L1°01 sdrysIoquiat pue $20U13JUs)
6TS YL 916°TL - - - 916°TL - - 916°CL - siuawied diysiejoyog
71861 6€6°161 795°0¢ 01g's 4YAY SLET9T TLET 910°6t - L86°601 swesgord Sururen pue uoneanpy
901°crE YLELSY 81196 0v9°¥T 8LYIL 96T19¢ €ErL 00S°€ SLE'G 8T I¥E S99] [eUOISS9JOI
905°¢8T 0€T°5ST 18%°9 1849 - 6VL°8YT 1102 00°S¢ - £0L°90T pPooqg
0€9°1L1 $8L°891 €05°€1 #90°S 651°8 78T 9LE'E 9LE'E 9LEE PS1°SH1 soueInsuf
S80°EI I [€€°¢CT 6L8°6Y £81°€T 96£°9¢ 432! g9 09£°89 LE £T¥'9¢ sasuadxa pajejol puw [aARL],
L1¥'LOY SN ¥ad c1¢'8¢ L8SLT 82L01 0¥0P8E - [11 - 676°¢8¢ 20uUBULIUIBLL PuE sHeday
090°€0S 162°0%S 95£°05T 99€°LTT 066°CT CE6°68T 682°61 6317 000°01 LS1°8¢€T a8eysod pue saijddns ‘s[erarely
9P r68 £65°678 61189 £06°SC 9y T PP1°19L £6S°LT S ANY4 TIS8I 7£6°669 SehN
156°6L9°6 ¥75°090°01 691°98¢°1 085665 685°06L SSEYLY'S LLT'8E6 TL9'9EL 12€°L6Y $80°205°9 sesuadxa paje[or pue SILIRIES [210],

9LEDOLS 9L9YLS S96°0L €I¥°Te T65°8¢ 11L°€08 P16y FIIEY 60S°LT ¥LS ERE soxe [[01he
L9T'ELS L 095°669°1 9 ILL ¥91°€8 866°L8 860°875°1 97190t £P6°TIT 855°16 ILFLITT s)geuaq sakojduwig
80€°9€S°L 88C98L°L THLEHT ] €0L'6LY 6£0%99 9PSTH9'9 L£9°789 $19°08¢ PST8LE ov0'100°C  § SaLe[eS

9107 L10T Bupuoddng Suisteapun g [ERELEYS) [B10L, REITIENS) 318D 1950 FuiArg EXTs)
[B10L [e10 ], 10 pue ae) piD juapuadapuy JRIUIPISIY
JUIUWITBUBTA]
s2d1AI0S dunaoddng $221A.19§ weagoa g

(9107 ‘1€ 1oqwada(] papus 18ak ay) 10] S[¥10] PAZLIBLILUNS I )
L10T “1€ 12quuia0a(] papug 1esx

sasuadxy] [puonoun g Jo JUIWAILIS

"ONI “HNOH SINTFMATHD LSIAOHLAW JELINA VATRIO 1T



FLORIDA UNITED METHODIST CHILDREN'S HOME, INC.

Statement of Cash Flows

Years Ended December 31, 2017 and 2016

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
Gains on beneficial interest in trusts
(Gain) loss on disposition of property and equipment
Cash provided by (used for) changes in:
Contributions and other receivables
Other assets
Accounts payable and accrued expenses
Annuity payment liability

Net cash provided by operating activities
Cash flows from investing activities:
Proceeds from sale of property and equipment
Acquisition of land, buildings and equipment
(Purchase) sale of investments, net
Net cash used in investing activities
Net change in cash

Cash at beginning of year

Cash at end of year

See accompanying notes to financial statements.

2017 2016
5,538,938 4,840,837
1,304,286 1,309,059
(5,192,433) (2,044,567)
(601,656) (271,749)
(8,588) 14,747
248,965 (373,909)
(61,289) 12,308
333,983 172,246
(109,563) (50,327)
1,452,643 3,608,645
18,300 138,231
(1,935,570) (1,276,436)
(1,417,223) 567,760
(3,334,493) (570,445)
(1,881,850) 3,038,200
7,592,049 4,553,849
$ 5,710,199 7,592,049
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.
Notes to Financial Statements

December 31, 2017

Organization and Summary of Significant Accounting Policies

(@)

(b)

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.

Basis of Presentation

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

The financial statements are 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 and net assets that have been
designated for a specific purpose by the board of directors.

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.
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

(b)

(c)

(d)

Basis of Presentation - 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.

Cash and Cash Equivalents

For purposes of cash flows, the Home considers all short-term debt instruments with a
maturity of three months or less at the time of purchase to be cash equivalents.

Contributions Receivable

Contributions receivable represent monies due or pledged to the Home that were not
collected as of December 31, 2017. Contributions receivable are stated at the amounts
management expects to collect from outstanding balances. As of December 31, 2017, no
allowance for doubtful accounts has been provided since management considers all
accounts to be collectible.
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

(e)

®

(2)

Investments

Investments in equity securities with readily determinable fair values and all investments in
debt securities are measured at fair value based on quoted market prices. Investments that
are measured at fair value on recurring basis are classified by level based on an established
fair value hierarchy that gives the highest priority to quoted prices in active markets and the
lowest priority to unobservable data. The estimated fair value of alternative investments is
based on valuations provided by the external investment managers as of the date of their
most recent audited financial statements, which are then adjusted for cash receipts, cash
disbursements, securities, distributions, and additional investment gains and losses on the
underlying securities through December 31, 2017. The Home believes the carrying amount
of these financial instruments is a reasonable estimate of fair value. Gains and losses on
market value adjustments and sales are recognized within the statement of activities.
Investment income from restricted investments is reported as increases in unrestricted net
assets if the restriction expires in the same reporting period.

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 which range from 3 - 30 years. Expenditures of
$1,000 or more with an estimated useful life in excess of one year are capitalized.
Expenditures for maintenance and repairs are expensed as incurred.

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.

10
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

(®

(h)

@

Contributions - Continued

The Home reports gifts of land, buildings and equipment as unrestricted support unless
explicit donor stipulations specify how the donated assets must be used. Gifts 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.

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.

Income Taxes

The Organization is exempt from federal income tax under provision of Section 501(c)(3)
of the Internal Revenue Code. In addition, the Organization has been determined by the
Internal Revenue Service not to be a private foundation within the meaning of Section
509(a) of the Code. Consequently, no provision for income taxes has been included in the
accompanying financial statements.

Under Financial Accounting Standards Board’s (the “FASB”) Accounting Standards
Codification 740, an entity’s income tax returns are subject to examination by the
applicable taxing authorities. The time period during which a return may be selected by a
taxing authority for examination generally ends at the later of three years after the initial
due date of the return or three years after the return is filed. At December 31, 2017, the
Home’s tax years that remain subject to examination are 2014 through 2016.

11
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

®

@

(k)

O

Income Taxes - Continued

The Home follows the provisions of FASB ASC (Accounting Codification) No. 740,
Accounting for Uncertainty in Income Taxes. The Home has not recognized any respective
liability for unrecognized tax benefits as it has no known tax positions that would subject
the Home to any material income tax exposure. A reconciliation of the beginning and
ending amount of unrecognized tax benefits is not included, nor is there any interest
accrued related to unrecognized tax benefits in interest expense and penalties in operating
expenses as there are no unrecognized tax benefits.

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 in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Actual results could
differ from those estimates.

Fair Value Measurement

ASC 820, Fair Value Measurements, establishes a framework for measuring fair value.
That framework provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurement) and the lowest priority to unobservable inputs (Level 3 measurement). The
three levels of the fair value hierarchy under ASC 820 are described as follows:

Level 1 — Quoted prices in active markets for identical assets.

Level 2 — Quoted prices for similar assets in active markets or inputs that are
observable.

12
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summaryv of Significant Accounting Policies - Continued

M

(m)

Fair Value Measurement - Continued

Level 3 — Inputs that are unobservable and significant to the fair value
measurement (i.e. cash flow modeling).

Asset or liability’s fair value measurement level within the value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

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

The Home did not change its valuation techniques during the year.

Concentrations of Credit and Market Risk

The Home maintains its cash and cash equivalents in deposit and money market accounts
which may not be federally insured, may exceed federally insured limits, or may be insured
by an entity other than an agency of the federal government. The Home has not
experienced any losses in such accounts and believes it is not exposed to any significant
credit risk related to cash and cash equivalents.

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.
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

(n) Prior Year Comparative Data

The financial statements include certain prior year summarized comparative information.
This information has been presented in order to provide an understanding of changes in the
Home’s financial position and activities. The prior year information in the statement of
activities is presented in total but not by net asset class and, as such, does not include
sufficient detail to constitute a presentation in conformity with accounting principles
generally accepted in the United States of America. In addition, certain amounts have been
reclassified in order to conform with the current year’s presentation.

(o) Subsequent Events

In preparing these financial statements, the Home has evaluated subsequent events and
transactions for potential recognition and disclosure through March 1, 2018, which is the

date the financial statements were available to be issued.

Investments

The following table summarizes the valuation of the Home’s financial assets measured at fair
value on a recurring basis as of December 31, 2017. All of the Home’s investments are
considered level 1 instruments and consist of the following at December 31, 2017.

Cash

Inflation protected

U.S. Equity securities

U.S. Fixed income securities

International equities
Other

Total investments

Investment advisory fees expense totaling approximately $121,500 for the year ended December
31, 2017 are included in net realized and unrealized gains on investments. Unrealized gains of
approximately $2,804,810 are included in net realized and unrealized gains on the accompanying

statement of activities.
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$ 6,150,589
13,097,587

12,013,665

$ 44,124,781
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Land, Buildings and Equipment

At December 31, 2017, land, buildings and equipment consist of the following:

Land $ 3,641,749
Land improvements 3,469,830
Buildings and improvements 25,724,820
Furniture, fixtures and equipment 8,008,710
Vehicles 2,555,006
Construction in progress 1,740,548
45,140,663
Less accumulated depreciation (26,576,351)

§ 18,564,312

Beneficial Interest in Trusts

The Home is the beneficiary of various lead, remainder and perpetual trusts. The Home is an
income beneficiary of nineteen separate perpetual trusts valued at $5,074,698 as of December 31,
2017. These trusts are stated at the present value of the anticipated future cash flows to be
received from the trusts which approximates the fair value of the assets that produce the income.
These perpetual trusts generate unrestricted dividend income approximating $165,000 per year.
The Home is also the recipient of income from two charitable lead trusts and has a remainder
interest in twelve irrevocable charitable remainder trusts. These two split-interest gifts are
valued at $1,961,499 as of December 31, 2017.

Annuity Payment Liability

The Home offers charitable gift annuities whereby a donor contributes an agreed irrevocable
amount in exchange for a promise of the Home to pay a fixed amount for a specified period of
time to specified beneficiaries. Contribution revenue is recognized at the establishment of the
annuity for the difference between the fair value of the assets received and the liability incurred.
Annuities payable are stated at the present value of future cash flows expected to be paid to the
donor during the donor’s lifetime. The present value of future benefits expected to be paid out to
beneficiaries as of December 31, 2017 is approximately $1,310,000. State law requires that
organizations entering into charitable gift annuity contracts maintain reserves in connection with
those contracts to ensure that funds are available to pay future benefits to donors. The Home
provides for its future obligations under charitable gift annuities through a segregated investment
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Annuity Pavment Liability - Continued

account. The required reserve amount is based on a multiple of the actuarial present value of the
related annuity obligations. A portion of the Home’s investments is restricted for the purpose of
meeting this requirement. At December 31, 2017, the Home was in compliance with the reserve
requirement. Total net assets associated with split-interest agreements included within the
annuity fund amount to $(171,549) at December 31, 2017.

Pension Plan

The Home has a defined contribution pension plan administered by the General Board of
Pensions of the United Methodist Church. The Plan is presently funded at varying amounts
depending on the hire date of the eligible employee. Employees hired on or before December
31, 2012 receive a non-matching contribution of 10% of eligible compensation. Employees
hired during the 2013 calendar year receive a non-matching contribution of 5% and are eligible
for a matching contribution up to 2.5% of eligible compensation. Employees hired on or after
January 1, 2014 are eligible for a matching contribution up to 5% of eligible compensation. To
be eligible, employees must have been employed for at least six months and be at least twenty-
one years old, and work at least 2000 hours per year. Vesting begins after one year of
employment, with employees becoming fully vested upon completion of five years of service.
Total pension expense for the year ended December 31, 2017 was approximately $375,408.

Restricted Assets

Restricted assets of the Home consist of the following funds at December 31, 2017:

Temporarily Permanently
Restricted Restricted
Designated Fund $ 5,854,057 -
Education Scholarship Fund 1,097,729 -
Annuity Fund - (171,549)
General Endowment Fund - 22,349,607
Education Endowment Fund - 3,007,718

$ 6,951,786 25,185,776
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Restricted Assets - Continued

Temporarily restricted net assets are available for the following purposes or time restrictions:

Madison Youth Ranch $ 859,835
Education scholarships 1,097,729
Beneficial interest in trusts 1,961,499
Pledges receivable 206,271
Foster care 530,048
New building construction 1,723,904
Other 572,500

$ 6,951,786

Endowments

The Board of Directors of the Home has interpreted the Florida Uniform Prudent Management of
Institutional Funds Act (FUPMIFA) 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. As a result of this interpretation, the Home 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 donor-restricted
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
Home in a manner consistent with the standard of prudence prescribed by FUPMIFA. Any
amount not appropriated for expenditure will be reclassified, subject to the original endowment
restrictions imposed by the donor. In accordance with FUPMIFA, the Home considers the
following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds:

The duration and preservation of the fund

The purposes of the organization 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 organization

The investment policies of the organization

N HE LD -

17



@®)

FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Endowments - Continued

The externally controlled endowment and beneficial interest held by third party are invested
according to third party decisions; the Organization has no control over the investment policy.

Return Objectives and Risk Parameters

The Home has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking
to maintain the purchasing power of the endowment assets. Under this policy the endowment
assets are invested in a manner that focuses on long-term capital appreciation while achieving
predictable and modest current income requirements.

Strategies Emploved for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Home 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 Home targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term
return objectives within prudent risk constraints.

Spending Policies and How the Investment Obijectives Relate to Spending Policy

The Home has a policy of appropriating for distribution each year approximately 4% to 5% of
the trailing 36-month average balance of the combined endowment funds. In establishing this
policy, the Home considered the long-term expected return on its endowment. Accordingly, over
the long term, the Home expects the current spending policy to allow its endowment to grow.
This is consistent with the Home’s objective to maintain the purchasing power of the endowment
assets held in perpetuity as well as to provide additional real growth through new gifts and
investment return.

Endowment net asset composition by type of fund:

Temporarily Permanently

PDecember 31, 2017 Restricted Restricted Total
Donor restricted endowment funds:
Internally controlled $ 1,051,978 18,922,216 19,974,194
Externally controlled, Conference - 1,188,862 1,188,862
Externally controlled, beneficial
Interest - 5,074,698 5,074,698
$ 1,051,978 25,185,776 26,237,754
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Notes to Financial Statements

t)) Endowments - Continued

Changes in endowment net assets:

December 31, 2017

Endowments, beginning of year
Investment return:
Donations
Changes in value of split interest
Agreements
Net appreciation (realized and
unrealized)

Endowments, end of year

Temporarily Permanently
Restricted Restricted Total
$ 954,303 24,824,186 25,778,489
- 115,983 115,983
- 245,607 245,607
97,675 - 97,675
$ 1,051,978 25,185,776 26,237,754
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FLORIDA UNITED METHODIST CHILDREN'S HOME, INC.

Schedule of Expenditures of Federal Awards and State Financial Assistance

Year Ended December 31, 2017

Contract
Grant Number Expenditure

CFDA/CFSA
Federal Assistance Number
U.S. Department of Health and Human Services
Passed through Florida Department of Children 93.658
and Families (Residential Group Care 93.667
Foster Care and Child Welfare Contracts) 93.558
93.556
93.659
93.645
Total USDHHS
U.S. Department of Agriculture
Passed through Florida Department of Education
(National School Lunch Program):
Breakfast 10.553
Lunch 10.555
Passed through - State Department of Agriculture
(Non-cash assistance, commodities) 10.555
Total USDA
U.S. Department of Health
Passed through Florida Department of Health
Child Care Food Program Grant 10.558
Total Expenditures of Federal Awards
State Assistance
Florida Department of Children and Families
Residential Group Care Program Services 60.074

Total Expenditures of State Financial Assistance

See accompanying notes to financial statements.
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D12-17-FUMCH-RGC § 1,477,137

D12-17-FUMCH-RGC 808,141
D12-17-FUMCH-CPA 25,222
D12-17-FUMCH-CPA 473
D12-17-FUMCH-CPA 24,008
D12-17-FUMCH-CPA 7,882
2,342,863

01-0155 46,529
01-0155 66,825

24077 13,691

127,045

I-3579 40,731

$ 2,510,639

D17-18 RGC-FUMCH
ECAH-TFC-UMC-FY16 $ 726,280

$ 726,280
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to the Schedule of Expenditures of Federal Awards
and State Financial Assistance

Year ended December 31, 2017

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards and State Financial Assistance
(the “Schedule”) includes the federal and state award activity of Florida United Methodist
Children’s Home, Inc. under programs of the federal and state governments for the year ended
December 31, 2017. The information in this Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance), and Section 215.97 of the Florida Statues of the Florida Single Audit Act and
Chapter 691-5, Rules of the Florida Department of Financial Services, Florida Administrative
Code, Schedule of Expenditures of State Financial Assistance. Because the Schedule presents
only a selected portion of the operations of Florida United Methodist Children’s Home, Inc., it is
not intended to and does not present the financial position, changes in net assets, or cash flows of
Florida United Methodist Children’s Home, Inc.

Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.
Negative amounts shown on the Schedule represent adjustments or credits made in the normal
course of business to amounts reported as expenditures in prior years. Florida United Methodist
Children’s Home, Inc. has elected to use the 10-percent de minimis indirect cost rate as allowed
under the Uniform Guidance.
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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

Independent Auditor’s Report

To the Board of Directors
Florida United Methodist Children’s Home, Inc.

We have audited, 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, the financial statements of
Florida United Methodist Children’s Home, Inc., which comprise the statement of financial
position as of December 31, 2017, and the related statements of activities, functional expenses
and cash flows for the year then ended, and the related notes to the financial statements, and have
issued our report thereon dated March 1, 2018.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Florida United
Methodist Children’s Home, Inc.’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Florida United Methodist Children’s Home, Inc.’s internal
control. Accordingly, we do not express an opinion on the effectiveness of Florida United
Methodist Children’s Home, Inc.’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the organization’s financial statements will not be
prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

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 or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

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

purpose.
54/?‘?[&4 %/»AW,WMW}{/’,{*M iﬁféuéz@zn, LeP

Maitland, Florida
March 1, 2018
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Report on Compliance for Each Major Federal Program and
State Project and on Internal Control Over Compliance Required
by the Uniform Guidance and the Florida Single Audit Act

Independent Auditor’s Report

To the Board of Directors
Florida United Methodist Children’s Home, Inc.

Report on Compliance for Each Major Federal Program and State Project

We have audited the Florida United Methodist Children’s Home, Inc.’s compliance with the
types of compliance requirements described in the OMB Compliance Supplement and in the
State of Florida State Projects Compliance Supplement that could have a direct and material
effect on each of Florida United Methodist Children’s Home, Inc.’s major federal programs and
state projects for the year ended December 31, 2017. Florida United Methodist Children’s
Home, Inc.’s major federal program and state project is identified in the summary of the
auditors’ results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with Federal and state statutes, regulations, and the
terms and conditions applicable to its federal programs and state projects.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Florida United Methodist
Children’s Home, Inc.’s major federal programs and state projects based on our audit of the
types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States; the audit requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance) and Section 215.97 of the Florida
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Statutes of the Florida Single Audit Act. Those standards, the Uniform Guidance, and the
Florida Single Audit Act 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 or state project
occurred. An audit includes examining, on 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 on compliance for each
major federal program and state project. However, our audit does not provide a legal
determination of Florida United Methodist Children’s Home, Inc.’s compliance.

Opinion on Each Major Federal Program and State Project

In our opinion, Florida United Methodist Children’s Home, Inc. complied, in all material
respects, with the types of requirements referred to above that could have a direct and material
effect on each of its major federal programs and state projects for the year ended December 31,
2017.

Report on Internal Control Over Compliance

Management of Florida United Methodist Children’s Home, Inc. is responsible for establishing
and maintaining effective internal control over compliance with requirements referred to above.
In planning and performing our audit of compliance, we considered Florida United Methodist
Children’s Home, Inc.’s internal control over compliance with the types of requirements that
could have a direct material effect on each major federal program and state project to determine
the auditing procedures that are appropriate in the circumstances for the purpose of expressing an
opinion on compliance for each major federal program and state project and to test and report on
internal control over compliance in accordance with the Uniform Guidance and the Florida
Single Audit Act, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of Florida United Methodist Children’s Home, Inc.’s internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program or state project will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program or state project that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance.
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Our consideration of the internal control over compliance was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be a material weakness.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the

requirements of the Uniform Guidance and the Florida Single Audit Act. Accordingly, this
report is not suitable for any other purpose.
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Maitland, Florida
March 1,2018
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Florida United Methodist Children’s Home, Inc.
Schedule of Findings and Questioned Costs
Year Ended December 31, 2017

Summary of the Audit Results

1.

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

No significant deficiencies or material weaknesses were disclosed during the audit
of the financial statements and is reported in the 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.

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

No significant deficiencies or material weaknesses in internal control over the
major federal award program and the major state project were disclosed during
the audit in the Independent Auditor’s Report on Compliance with Requirements
Applicable to Each Federal Major Program and Major State Project and on
Internal Control Over Compliance in Accordance with the Uniform Guidance and
the Florida Single Audit Act.

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

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

The programs tested as a major federal program and as the major state project
were the Federal Program CFDA #93.658 - Residential Group Care and Foster
Care Contract, and the State Project CSFA #60.074 - Residential Group Care
Program Services.

The threshold for distinguishing Types A and B programs was $750,000.

The Auditee did qualify as a low-risk auditee.

(Continued)
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Florida United Methodist Children’s Home, Inc.
Schedule of Findings and Questioned Costs
Year Ended December 31, 2017
Financial Statement Findings
1. No matters reported.
Major Federal Award Findings and Questioned Costs
1. No matters reported.
Major State Project Findings and Questioned Costs
I. No matters reported.
Summary Schedule of Prior Audit Finding
1. No Summary Schedule of Prior Audit Findings (see AG Rule 10.656(3)(d)(5)) is

required because there are no prior audit findings related to federal programs or
state projects.

End of Schedule of Findings and Questioned Costs
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