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Independent Auditor’s Report

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

Opinion

We have audited the accompanying financial statements of Florida United Methodist Children’s
Home, Inc. (FUMCH) (a nonprofit corporation), which comprise the statement of financial
position as of December 31, 2022, and the related statements of statements of activities, functional
expenses and cash flows for the year then ended, and the related notes to the financial statements.

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. as of December 31, 2022,
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 Unites States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Ourresponsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required
to be independent of Florida United Methodist Children’s Home, Inc. and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audits. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Responsibilities of Management for Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for
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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Florida United
Methodist Children’s Home, Inc.’s ability to continue as a going concern within one year after the
date that the financial statements are available to be issued.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the
override of internal control. Misstatements are considered material if there is a substantial
likelihood that individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Florida United Methodist Children’s Home, Inc.’s internal
control. Accordingly, no such opinion is expressed.

= Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgement, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Florida United Methodist Children’s Home, Inc.’s
ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

Report on Summarized Comparative Information

We have previously audited FUMCH’s financial statements and we expressed an unmodified audit
opinion on those audited financial statements in our report dated March 9, 2022. In our opinion,
the summarized comparative information presented herein as of and for the year ended December
31, 2021, 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 FPrinciples, 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 13,
2023 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.

Schprten s chogg Wk eomb i il X5 Jusillo, 6P

March 13, 2023
Maitland, Florida



FLORIDA UNITED METHODIST CHILDREN'S HOME, INC.

Statement of Financial Position

December 31, 2022
(With summarized totals for December 31, 2021)

Without
Donor With Donor Restrictions
Restrictions Purpose Perpetual 2022 2021
Assets:
Cash $ 5,000,121 5,314,707 - 10,314,828 9,200,755
Contributions and other receivables 813,941 330,371 16,000 1,160,312 923,732
Other assets 355,696 - - 355,696 449,124
Interfund receivables (payables) 387,026 (133,282) (253,744) - -
Investments (note 3) 18,449,182 1,244,960 24,059,716 43,753,858 52,065,420
Right of use - operating leases (note 4) 364,570 - - 364,570 -
Land, buildings and equipment (note 5) 20,170,939 - - 20,170,939 20,390,385
Beneficial interest in trusts (note 6) - 1,640,603 4,863,642 6,504,245 7.691,549
Total assets § 45,541,475 8,397,359 28,685,614 82,624,448 90,720,965
Liabilities:
Accounts payable b 284,697 - - 284,697 289,826
Accrued expenses 828,792 - - 828,792 660,482
Operating leases 364,570 - - 364,570 -
Annuity payment liability (note 7) - - 555,650 555,690 775,729
Total liabilities 1,478,059 - 555,690 2,033,749 1,726,037
Net Assets:
Without donor restrictions:
Auvailable for operations 5,443 295 - - 5,443,295 4,341,041
Board designated funds 18,449,182 - - 18,449,182 21,528,917
Investment in property and equipment 20,170,939 - - 20,170,939 20,390,385
Total without donor restrictions 44,063,416 - - 44,063,416 46,260,343
With donor restrictions:
Purpose restrictions ( note 9) - 8,397,359 - 8,397,359 8,105,121
Perpetual in nature (notes 9 and 10) - - 28,129,924 28,129,924 34,629,464
Total net assets 44,063,416 8,397,359 28,129,924 80,590,699 88,994,928
Total liabilities and net assets § 45,541,475 8,397,359 28,685,614 82,624,448 90,720,965

See accompanying notes to financial statements.



FLORIDA UNITED METHODIST CHILDREN'S HOME, INC.
Statement of Activities

Year Ended December 31, 2022
(With summarized totals for the year ended December 31, 2021)

Without
Donor With Donor Restrictions
Restrictions Purpose Perpetual 2022 2021
Revenues and Support;
Contributions § 7437146 1,648 148 566,582 9,651,876 £,355,502
Support payments 8,013,076 - - 8,013,076 6,642,617
Child care center 1,372,168 . " 1,372,168 1,268,374
Rental income 26,876 - - 26,876 38,842
Interest and dividends 975,803 30,861 s 1,006,664 1,019,302
Net realized and unrealized
gains (losses) on investments, net (2,796,909) (288,168) (6,207,458) (9,292,535) 3,165,931
Split-interest agreements . (180,123) (858,664) (1,038,787) 605,942
Miscellaneous income 832,241 - - 832,241 542,350
Met assets released from restriction:
Satisfaction of purpose restrictions 018,480 (918,480) - - -
Total revenues and support 16,778,881 292,238 (6,499,540) 10,571,579 21,639,260
Expenses:
Program services:
Residential care 12,017,625 2 2 12,017,625 10,839,544
Independent living and scholarship 699,301 - - 699,301 753,894
Foster care 774,711 . 2 774,711 634,409
Child care center 1,805,523 - - 1,805,523 1,677,115
Qutpatient services 1,240,230 - - 1,240,230 1,348,898
Total program services 16,537,390 - - 16,537,390 15,253,860
Supporting services:
Management and general 1,370,979 - - 1,370,979 1,608,279
Fundraising 1,067,439 - - 1,067,439 958,973
Total supporting services 2,438,418 - - 2,438,418 2,567,252
Total expenses 18,975,808 - - 18,975,808 17,821,112
Change in net assets (2,196,927) 292,238 (6,499,540) (8,404,229) 3,818,148
Net assets at beginning of year 46,260,343 8,105,121 34,629,464 88,994,928 85,176,780
Net assets at end of year $ 44,063,416 8,397,359 28,129,924 80,590,699 88,994,028

See accompanying notes to financial statements,
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FLORIDA UNITED METHODIST CHILDREN'S HOME, INC.
Statement of Cash Flows

Years Ended December 31, 2022 and 2021

2022 2021

Cash flows from operating activities:
Change in net assets $ (8,404,229) 3,818,148
Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation expense 1,443,265 1,533,938
(Gains) losses on investments 0,292,535 (3,165,931)
(Gains) losses on beneficial interest in trusts 1,187,304 (586,888)

Cash provided by (used for) changes in, net of
assets and liabilities acquired in business combination:

Contributions and other receivables (236,580) (193,577)
Other assets 93,428 (97,589)
Accounts payable and accrued expenses 163,181 204,353
Annuity payment liability (220,039) (38,912)
Net cash provided by operating activities 3,318,865 1,473,542

Cash flows from investing activities:

Acquisition of land, buildings and equipment (1,223,819) (627,570)
(Purchase) sale of investments, net (980,973) 395,847
Net cash used in investing activities (2,204,792) (231,723)
Net change in cash 1,114,073 1,241,819
Cash at beginning of year 9,200,755 7,958,936
Cash at end of year $ 10,314,828 9,200,755

See accompanying notes to financial statements.
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.
Notes to Financial Statements

December 31, 2022

Organization and Summary of Significant Accounting Policies

(a)

(b)

Organization

Florida United Methodist Children’s Home, Inc. (“FUMCH"™) was incorporated in 1908 as a
not-for-profit corporation. The purpose of FUMCH is to care for children who otherwise
cannot be provided for. FUMCH is governed by a Board of Trustees which are primarily
Methodist clergy, lay and other professing members of Christian faith. Nominations for
membership come from and are approved by the Board of Trustees. All Board members
approved for Board membership are confirmed 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 FUMCH.

The Organization prepares its financial statements on an entity wide basis, focusing on the
organization as a whole and presents balances and transactions according to the existence or
absence of donor-imposed restrictions. Net assets and revenue, expenses, gains and losses
are classified based on the existence or absence of donor-imposed restrictions. Accordingly,
net assets of the Organization and changes therein are classified and reported as follows:

* Net assets without donor restrictions---Net assets that are not subject to donor-imposed
stipulations.

e Net assets with donor restrictions---Some donors impose restrictions that are temporary
in nature, for example, stipulating that resources be used after a specified date, for
particular programs or services, or to acquire buildings or equipment. Other donor-
imposed restrictions that are perpetual in nature, for example, stipulating that resources
be maintained in perpetuity. Laws may extend those limits to investment returns from
those resources and to other enhancements (diminishments) of those resources. Thus,
those laws extend donor-imposed restrictions.

Perpetually 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 FUMCH’s operations.



FLORIDA UNITED METHODIST CHILDREN'S HOME, INC.

Notes to Financial Statements

1) Organization and Summary of Significant Accounting Policies - Continued

(b)

(©)

(d)

Basis of Presentation - Continued

Perpetually Resiricted Net Assets

Annuity fund net assets represent resources contributed to FUMCH 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 FUMCH, 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 FUMCH.

Cash and Cash Equivalents

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

Revenue and Revenue Recognition

The Organization recognizes contributions when cash, securities or other assets; an
unconditional promise to give; or a notification of beneficial interest is received. Conditional
promises to give - that is, those with a measurable performance or other barrier and right of
return - are not recognized until the conditions on which they depend have been met.

The Organization has adopted Accounting Standards Update (ASU) No. 2018-08 Not-for-
Profit Entities: Clarifying the Scope and the Accounting Guidance for Contributions
Received and Contributions Made (Topic 603) as management believes the standard
improves the usefulness and understandability of the Organization’s financial reporting.

A portion of the Organization’s revenue is derived from cost-reimbursable contracts and
grants, which are conditioned upon certain performance requirements and/or the incurrence
of allowable qualifying expenses. Amounts received are recognized as revenue when the
Organization has incurred expenditures in compliance with specific contract or grant
provisions. Amounts received prior to incurring qualifying expenditures are reported as
refundable advances in the statement of financial position.

For the year ended December 31, 2022, the Organization did not have any conditional
promises to give.
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

of Significant Accounting Policies - Continued

Contributions Receivable

Contributions receivable represent monies due or pledged to FUMCH that were not collected
as of December 31, 2022. Contributions receivable are stated at the amounts management
expects to collect from outstanding balances. As of December 31, 2022, no allowance for
doubtful accounts has been provided since management considers all accounts to be
collectible.

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, 2022. FUMCH 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.

Recently Adopted Accounting Standard

Effective January 1, 2022, the Organization adopted FASB Accounting Standards
Codification (ASC) Topic 842, Leases, using the practical expedient method and,
accordingly, did not record a cumulative effect adjustment to beginning fund balance and did
not restate prior periods. The Organization elected the package of practical expedients which
allowed them to carry forward their historical lease classification. The new standard
established a right of use (ROU) model that requires a lessee to record an ROU asset and
corresponding lease liability on the balance sheet for all leases with terms longer than 12

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)

@

(k)

Recently Adopted Accounting Standard - Continued

months. Leases are classified as either finance or operating, with classification affecting the
pattern of expense recognition in the operating statement. Leases with a term of less than 12
months or are immaterial in nature will not record a right of use asset and lease liability and
the payments will be recognized into profit or loss on a straight-line basis over the lease term.
(Also see note 4)

Contributions

FUMCH 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, net assets with donor restrictions are reclassified to net assets without donor
restrictions 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.

FUMCH 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,
FUMCH 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

FUMCH is exempt from federal income tax under provision of Section 501(c)(3) of the
Internal Revenue Code. In addition, FUMCH 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.

11
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

)

)

(m)

(m)

Income Taxes - Continued

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, 2022, FUMCH’s tax
years that remain subject to examination are 2019 through 2021.

FUMCH follows the provisions of FASB ASC (Accounting Codification) No. 740,
Accounting for Uncertainty in Income Taxes. FUMCH has not recognized any respective
liability for unrecognized tax benefits as it has no known tax positions that would subject
FUMCH 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 cost of providing the various programs and other activities has been summarized on a
functional basis in the combined statements of activities and in the statements of functional
expenses. Accordingly, certain costs have been allocated among the programs and
supporting services benefited on an analysis of personnel time, space utilized, and utilities
consumed for the related activities

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:

12
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

(m)

(0)

()

Fair Value Measurement - Continued

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.

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

An 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.

FUMCH did not change its valuation techniques during the year.

Concentrations of Credit and Market Risk

FUMCH 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. FUMCH 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.

FUMCH 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 FUMCH to operate.

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
FUMCH?’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.
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

(q) Subsequent Events

In preparing these financial statements, FUMCH has evaluated subsequent events and
transactions for potential recognition and disclosure through March 13, 2023, which is the
date the financial statements were available to be issued.

Liquidity and Availability

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

Cash and cash equivalents $ 5,000,121
Contributions and other receivables 813,941
Operating investments 18,449,182

324,263,244

Our endowment funds consist of donor-restricted endowments and funds designated by the board
as endowments. Income from donor-restricted endowments is restricted for specific purposes,
with the exception of the amounts available for general use. Donor-restricted endowment funds
are not available for general expenditure,

Our board-designated endowment of $18,449,182 is subject to an annual spending rate of 5 percent
as described in Note 10. Although we do not intend to spend this board-designated endowment
(other than amounts appropriated for general expenditure as part of our Board’s annual budget
approval and appropriation), these amounts could be made available if necessary.

As part of FUMCH's liquidity management plan, cash in excess of daily requirements is invested
in short-term investments, CDs, and money market funds.

Investments

The following table summarizes the valuation of FUMCH’s financial assets measured at fair value
on a recurring basis as of December 31, 2022. All of FUMCH’s investments are considered level
1 instruments and consist of the following at December 31, 2022.

Cash $ 3,922,092
Inflation protected 3,899,179
U.S. Equity securities 13,883,160
U.S. Fixed income securities 10,197,334
International equities 11,771,456
Strategic opportunity 80,637

Total investments $ 43,753,858
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Investments

Investment advisory fees expense totaling approximately $245,000 for the year ended December
31, 2021 are included in net realized and unrealized gains on investments. Unrealized losses of
approximately ($10,331,000) are included in net realized and unrealized gains in the
accompanying statement of activities.

Adoption of FASB ASC 842

Effective January 1, 2022, the Organization adopted FASB ASC 842, Leases. The new standard
establishes a right of use (ROU) model that requires a lessee to record an ROU asset and a lease
liability on the balance sheet for all leases with terms longer than 12 months. Leases are classified
as either finance or operating, with classification affecting the pattern of expense recognition in
the income statement. Leases with a term of less than 12 months will not record a right of use asset
and lease liability and the payments will be recognized into profit or loss on a straight-line basis
over the lease term.

The Organization elected to adopt the package of practical expedients available under the transition
guidance with the new standard. This package includes the following: relief from determination of
lease contracts included in existing or expiring leases at the point of adoption, relief from having
to reevaluate the classification of leases in effect at the point of adoption, and relief from
reevaluation of existing leases that have initial direct costs associated with the execution of the
lease contract. The Company also elected to adopt the practical expedient to use hindsight to
determine the lease term and assess the impairment of the right of use assets.

The following table shows ROU assets and lease liabilities, and the associated financial statement
line items as of December 31, 2022:

Lease-Related Assets and Liabilities
Right-of-use assets:

Operating leases $ 364,570
Lease liabilities:
Operating lease 5 364,570
Lease liability maturities as of December 31, 2022, are as follows:
Operating Leases
2023 $ 175,726
2024 139,814
2025 66,881
Total lease payments 382,421
Less amounts representing interest (17.851)
Present value of lease liability $ 364,570
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Land, Buildings and Equipment
At December 31, 2022, land, buildings and equipment consist of the following:

Land $ 3,751,749
Land improvements 3,526,989
Buildings and improvements 33,291,743
Furniture, fixtures and equipment 9,756,037
Vehicles 1,859,772
Construction in progress 90,911
52,277,201

Less accumulated depreciation (32,106,262)
$ 20,170,939

Beneficial Interest in Trusts

FUMCH is the beneficiary of various lead, remainder and perpetual trusts. FUMCH is an income
beneficiary of nineteen separate perpetual trusts valued at $4,863,642 as of December 31, 2022,
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 $180,000 per year. FUMCH is also
the recipient of income from one charitable lead trust and has a remainder interest in ten irrevocable
charitable remainder trusts. These two split-interest gifts are valued at $1,640,603 as of December
31, 2022

Annuity Payment Liability

FUMCH offers charitable gift annuities whereby a donor contributes an agreed irrevocable amount
in exchange for a promise of FUMCH 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, 2022 is $555,690. 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. FUMCH provides for its future obligations under
charitable gift annuities through a segregated investment account.

The required reserve amount is based on a multiple of the actuarial present value of the related
annuity obligations. A portion of FUMCH’s investments is restricted for the purpose of meeting
this requirement. At December 31, 2022, FUMCH was in compliance with the reserve
requirement. Total net assets associated with split-interest agreements included within the annuity
fund amount to $284,071 at December 31, 2022.
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

(8) Pension Plan

FUMCH has a defined contribution pension plan administered by Wespath Benefits and
Investments, a general agency of the United Methodist Church. The Plan is presently funded at
varying amounts depending on the hire date of the eligible employee. Employees are eligible for
a matching contribution up to 5% of 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,
2022 was approximately $200,022.

(L)) Net Assets with Donor Restrictions

Net assets with donor restrictions of FUMCH consist of the following funds at December 31, 2022:

For Time
Or Purpose Perpetual
Restrictions Restrictions
Purpose Restrictions:
Designated Fund $ 6,957,822 -
Education Scholarship Fund 1,439,537 -
Perpetual in Nature:
Annuity Fund - 284,071
General Endowment Fund - 24,739,305
Education Endowment Fund - 3,106,548

$ 8,397,359 28,129,924

Net assets with donor restrictions that are restricted for specific purpose or time restrictions:

Education scholarships $ 1,439,537
Beneficial interest in trusts 1,640,603
Pledges receivable 330,372
Foster care 780,780
Cash account for annuities 1,876,186
Above and beyond 598,514
Legacy Academy 186,797
Cottage renovations 1,397,592
Other 146,978

§ 8,397,359
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Notes to Financial Statements

Endowments

The Board of Directors of FUMCH 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, FUMCH classifies as permanently restricted net
assets (a) the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifis to the permanent endowment, and (c) accumnulations 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 net assets with donor
restrictions until those amounts are appropriated for expenditure by FUMCH 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, FUMCH 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 s N

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

Return Objectives and Risk Parameters

FUMCH 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 Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, FUMCH 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). FUMCH 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.
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Notes to Financial Statements

(10) Endowments

ending Policies and How the Investment Objectives Relate to Spending Polic

FUMCH has a policy of appropriating for distribution each year approximately 5% of the trailing
36-month average balance of the combined endowment funds. In establishing this policy, FUMCH
considered the long-term expected return on its endowment. Accordingly, over the long term,
FUMCH expects the current spending policy to allow its endowment to grow. This is consistent
with FUMCH’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:

Purpose Perpetually
December 31, 2022 Restricted Restricted Total
Donor restricted endowment funds:
Internally controlled $ 1,439,537 22,426,311 23,865,848
Externally controlled, Conference s 839,971 839,971
Externally controlled, beneficial
Interest - 4,863,642 4,863,642
$ 1,439,537 28,129,924 29,569,461
Changes in endowment net assets:
Purpose Perpetually
December 31, 2022 Restricted Restricted Total
Endowments, beginning of year $ 1,495,192 34,629,464 36,124,656
Investment return:
Donations - 566,582 566,582
Changes in value of split interest
Agreements - (858,664) (858,664)
Net appreciation (realized and
unrealized) (55,655) (6,207,458) (6,263,113)
Endowments, end of year $ 1,439,537 28,129,924 29,569,461
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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, 2022

CFDA/CFSA Contract
Federal Assistance Number Grant Number Expenditure
U.5. Department of Health and Human Services
Passed through Florida Department of Children 93.658 D12-21-FUMCH-RGC § 1,778,828
and Families (Residential Group Care 93.667 D12-21-FUMCH-RGC 362,313
Foster Care and Child Welfare Contracts) 03.558 D12-21-FUMCH-CPA 98,124
03.556 D12-21-FUMCH-CPA 936
93.659 D12-21-FUMCH-CPA 12,800
03.645 D12-21-FUMCH-CPA 106,749
90.33X D12-21-FUMCH-CPA 947,948
U.S. Department of Health and Human Services
Passed through Office of Refugee Resettlement 03.676 90ZU0316-02-00 2,586,072
(Camino's Program)
Total USDHHS 5,893,770
U.8. Department of Agriculture
Passed through Florida Department of Education
(National School Lunch Program):
Breakfast 10.553 01-0155 29,515
Lunch 10.555 01-0155 44272
Passed through - State Department of Agriculture
(Non-cash assistance, commodities) 10.555 24077 3,422
Total USDA 77,209
U.S. Department of Health
Passed through Florida Department of Health
Child Care Food Program Grant 10.558 1-3579 61,553
Total Expenditures of Federal Awards $ 6,032,532
State Assistance
Florida Department of Children and Families D21-22 RGC-FUMCH
Residential Group Care Program Services 60.074 ECAH-TFC-UMC-FY22 § 206,483
Total Expenditures of State Financial Assistance $ 206,483

See accompanying notes to financial statements.
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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, 2022

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, 2020. 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, 2022, 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 13, 2023.

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.
M %fJW,Wwa,M;‘M '{\54&45-'@‘1\, LeP

Maitland, Florida
March 13, 2023
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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, 2022. Florida United Methodist Children’s Home, Inc.’s major
federal program and state project is identified in the summary of the auditor’s 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,
Ine.’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, 2022.

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.

Selpes T sy \WhHerrak i phil 36 Juifom, P

Maitland, Florida
March 13, 2023
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Florida United Methodist Children’s Home, Inc.
Schedule of Findings and Questioned Costs
Year Ended December 31, 2022

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 as reported in the Independent Auditor’s Report on
Internal Control Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards.

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 programs were the Federal Programs CFDA
#93.658 - Residential Group Care and Foster Care Contract and CSDA #93.676 —
Camino’s Program.

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, 2022
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
1. 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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