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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, 2012, 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, 2012,
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 2011 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated February 22,
2012. In our opinion, the summarized compatative information presented herein as of and for
the year ended December 31, 2011 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
governmental financial assistance, as required by Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations and Section 215.97 of the
Florida Statutes of the Florida Single Audit Act is presented for purposes of additional analysis 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 ot 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

12, 2013 on our consideration of the Florida United Methodist Children’s Home, Ine¢’s internal
control over financial reporting and on our tests of its compliance with cerfain 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 patt of an audit performed in accordance
with Government Auditing Standards in considering Florida United Methodist Children’s Home,
Inc.’s internal conirol over financial reporting and compliance.

Schidon T cugg W Wiberm b Mitehetl 38 fuihon, (6P

March 12, 2013
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FLORIDA UNITED METHODIST CHILDREN'S HOME, INC,

Statement of Cash Flows

Year Ended December 31, 2012 and 2011

2011
2012 Restated
Cash flows from operating activities:
Change in net assets $ 4,984,389 (376,943)
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation expense 1,085,129 1,042,346
(Gains) loss on investments (2,102,028) 1,231,050
(Gains) loss on beneficial interest in trusts (552,923) 269,578
Loss on disposition of property and equipment 114,094 24,028
Cash provided by (used for) changes in:
Contributions receivable 125,565 (438,368)
Other assets 266,383 (182,211)
Accounts payable and accrued expenses 26,070 209,667
Annuity payment liability (226,954) (107,421)
Net cash provided by operating activities 3,719,725 1,671,726
Cash flows from investing activities:
Proceeds from sale of property and equipment 48,294 64,312
Acquisition of land, buildings and equipment (2,606,983) (2,867,555)
(Purchase) sale of investments (738,845) 994,271
Net cash used in investing activities (3,297,534) (1,808,972)
Net increase (decrease) in cash 422,191 (137,246)
Cash at beginning of year 2,822,255 2,959,501
Cash at end of year $ 3,244,446 2,822,255

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

December 31, 2012

Organization and Summary of Significant Accounting Policies

(a)

(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 Policics - Continued

(b)

(¢)

(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 fo
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

Confributions receivable represent monies due or pledged to the Home that were not
collected as of December 31, 2012. Contributions receivable are stated at the amounts
management expects to collect from outstanding balances. As of December 31, 2012, 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, 2012. 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 FEgquipment

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 5 - 40 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

®)

(i)

(i)

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, 2012, the
Home’s tax years that remain subject to examination are 2009 — 2011.

11
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FLLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Organization and Summary of Significant Accounting Policies - Continued

®

t)

1)

Y

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

Oreanization and Summary 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
technigues 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.

13




FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Sfatements

a 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 constifute 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 cwrrent year’s presentation.

(o) Subsequent Eivents

In preparing these financial statements, the Home has evaluated subsequent events and
transactions for potential recognition and disclosure through March 12, 2013, which is the
date the financial statements were available to be issued.

(2) 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, 2012.

Level 1 Investiments

Money market funds $ 1,293,165

Certificates of deposit 1,004,188

Equity securities 15,998,879

Government bonds 1,887,802
Mortgage-backed securities 5,194,407

Mutual funds 5,183,767

30,562,208

Level 3 Investments — alternative investments 647,659
Total investments $ 31,209,867
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

2) Investments - Continued

The following is a reconciliation of the Home’s Level 3 instruments for the year ending
December 31, 2012:

Fair value, beginning of year $ 837,905
Net realized and unrealized gains
on investments 87,568
Purchases of investments -
Proceeds from sale of investments (277,814)
$ 647,659

The total of unrealized gains (losses) relating to Level 3 investments still held at December 31,
2012 was $72,352.

Investment advisory fees expense totaling $232,639 for the year ended December 31, 2012 are
included in net realized and unrealized losses on investments.

3) Land, Buildings and Equipment

At December 31, 2012, land, buildings and equipment consist of the following:

Land $ 3,994,987
Land improvements 2,668,681
Buildings and improvements 19,477,553
Furniture, fixtures and equipment 7,062,790
Vehicles 1,965,419
Construction in progress 1,228,175
36,397,605
Less accumulated depreciation (20,734,089)

$ 15,663,516
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

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 being funded at ten percent of
eligible employees’ compensation. To be eligible, employees must have been employed for at
least six months and be at least twenty-one years old, 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,
2012 was approximately $475,830.

Annuity Payment Liabiﬁtv

Contributions received by the Home under irrevocable split-interest agreements are recorded at
their fair value when received. An annuity payment liability for charitable gift annuity contracts
has been established equal to the present value of expected future payments to each annuitant as
determined from contract payment schedules using current life expectancies. Contribution
revenue is recognized for the difference between the fair value of the assets received and the
Hability incurred. Total net assets associated with split-interest agreements included within the
annuity fund amount to approximately $276,602 at December 31, 2012.

Restricted Assets

Restricted assets of the Home consist of the following funds at December 31, 2012:

Temporarily Permanently

Restricted Restricted
Designated Fund $ 7,301,711 Lo
Education Scholarship Fund 640,835 -
Annuity Fund - (1,167)
General Endowment Fund - 14,962,876
Education Endowment Fund - 1,840,797

$ 7,942,546 16,802,506
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

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 (¢) 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

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 fo 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-terin 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.
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Endewments - Continued

Spending Policies and How the Investment Objectives 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:

December 31, 2012

Donor restricted endowment funds:
Internally controlled
Externally controlled, Conference
Externally controlled, beneficial
interest

Changes in endowment net asse(s:

December 31, 2012

Endowments, beginning of year
Investment return:
Donations
Net appreciation (realized and
unrealized)

Endowments, end of year

Temporarily  Permanently
Restricted Restricted Total
$ 901,191 15,630,586 16,531,777
- 1,895,021 1,895,021
- 3,427,612 3,427,612
$ 901,191 20,953,219 21,854,410
Temporarily Permanently
Restricted Restricted Total
$ 723,533 19,632,156 20,355,689
127,468 - 127,468
50,190 1,321,063 1,371,253
$ 901,191 20,953,219 21,854,410
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.

Notes to Financial Statements

Restatement

During the year ended December 31, 2012, management became aware of several trusts that
have existed for many years for the Home’s benefit that were not included in the Home’s
financial statement.

Generally accepted accounting principles require beneficial interests of frusts to be recorded as
assets and contributions in the year contributed and the related interest and dividend income and
unrealized gains and or losses each year. The Home did not record the asset, contribution or the
unrealized income or loss in years prior to 2012.

The statement of financial position at December 31, 2011 has been restated to include the fair
market value of the beneficial interests of trusts which resulted in an increase in total assets of
$1,224,035. For the year ended December 31, 2011, the change in net assets decreased $117,588
to $(376,943) as a result of recording unrealized gain (loss) on investments for that year.
Temporarily restricted and permanently restricted net assets at January 1, 2011 were increased by
$920,541 and $303,494, respectively, for activity prior to that date.
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FLORIDA UNITED METHODIST CHILDREN'S HOME, INC.

Schedule of Governmental Financial Assistance

Year Ended December 31, 2012

Federal Assistance

U.8S. Department of Health and Human Services
Passed through Florida Department of Children
and Families (Residential Group Care
Foster Care and Child Welfare Contracts)

Total USDHHS

U.S. Department of Agriculture
Passed through Florida Department of Education
(National School Lunch Program):
Breakfast
Lunch

Passed through - State Department of Agriculture
{Non-cash Assistance, Commodities)

Total USDA

Total Expenditures of Federal Awards

State Assistance

Florida Department of Children and Families
Residential Group Care Program Services

Florida Department of Health
Child Care Food Program Grant

Total Expenditures of State Financial Assistance

See accompanying notes to financial statements.
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Identifying Expenditure
Number (in thousands}
93.658 $ 815
93.558 59
93.667 464
93.556 2
93.958 22
93.659 48
93.645 15
1,425
10.553 53
10.555 42
10.555 5
100
$ 1,525
60.094 $ 1,159
43
$ 1,202
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FLORIDA UNITED METHODIST CHILDREN’S HOME, INC.
Notes to the Schedule of Governmental Financial Assistance

Year ended December 31, 2012

Basis of Presentation

The accompanying Schedule of Governmental Financial Assistance presents the activity of all
federal, state and local financial assistance and federal, state and local cost reimbursement
contracts of Florida United Methodist Children’s Home, Inc. Florida United Methodist
Children’s Home, Inc. receives federal and state awards indirectly through pass-through entities.

Federal program, state and local project expenditures included in the accompanying schedule are
presented on the accrual basis of accounting. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local Govermments,
and Non-Profit Organizations, Section 215,97 of the Florida Statutes 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.

Major Programs

Major programs are identified in the Summary of Audit Results section of the Schedule of
Findings and Questioned Costs.

22




SCHAFER, TSCHOPP, WHITCOMB, MITCHELL & SHERIDAN, LLP

986 Douglas Avenue, Suite 100 541 8. Orlando Avenue, Suite 360
Altamonte Springs, Florida 32714 Maitland, Florida 32751
Phone: (407) 875-2760 Phone: (407) 839-3330
Fax: (407) 875-2762 Fax: (407) 839-3660
Thomas R. Tschopp, CPA Michael R. Schafer, CPA
Tom V. Whitcomb, CPA Joseph P. Mitchell, CPA

Stephen J. Sheridan, CPA
Dandel M. Hinson, CPA

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, 2012, and the related statements of activities, functional expenses
and cash flows for the year then ended, and the related notes fo the financial statements, and have
issued our report thereon dated March 12, 2013.

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 contfrol 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 maferial 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.

Schiten '{fM,WMw},MfW éﬂfém‘/@r—n' LeP

Altamonte Springs, Florida
March 12, 2013
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Report on Compliance for Each Major Federal Program and State Project;
Report on Internal Control Over Compliance, and Report on the
Schedule of Governmental Financial Assistance Required by
OMB Circular A-133

Independent Auditor’s Report

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

Report on Compliance for Each Major Federal Program

We have audited the compliance of Florida United Methodist Children’s Home, Inc., with the
types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement 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, 2012, Florida United Methodist Children’s Home, Inc.’s major federal program is
identified in the summary of the auditors’ results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

Managenient is responsible for compliance with the requireinents of laws, regulations, contracts,
and grants 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 Compfroller General of the United States of America; OMB Circular A-133, Audits of States,

25




Local Governments, and Non-Profit Organizations and Section 215.97 of the Florida Statutes of
the Florida Single Audit Act. Those standards, OMB Circular A-133 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

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 director and material
effect on each of its major federal programs and state projects for the year ended December 31,
2012.

Report on Internal Control Over Compliance

The Management of Florida United Methodist Children’s Home, Inc. is responsible for
establishing and maintaining effective internal confrol 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 a major federal program and state project
to determine our 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 OMB Circular A-133, 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 an 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
conirol over compliance, such that there is a reasonable possibility that material noncompliance
with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency in infernal 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 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 OMB Circular A~-133. Accordingly, this report is not suitable for any other
purpose.

Report on Schedule of Governmental Financial Assistance Required by OMB Circular A-133

We have audited the financial statements of Florida United Methodist Children’s Home, Inc. as
of and for the year ended December 31, 2012, and have issued our report thereon dated March
12, 2013, which contained an unmodified opinion on those financial statements. Our audit was
conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of Governmental Financial Assistance is presented for purposes of
additional analysis as required by OMB Circular A-133 and 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 schedule of
Governmental Financial Assistance is fairly stated in all material respects in relation to the
financial statements as a whole.

Bchpdin T chags Whikermb MitcheH 35 fuaikom, 2P

March 12, 2013
Altamonte Springs, Florida
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Florida United Methodist Children’s Home, Inc,
Schedule of Findings and Questioned Costs
Year Ended December 31, 2012

Summary of the Audit Results

1.

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

No significant deficiencies were disclosed during the audit of the financial
statements and is reported in the Independeni 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 Auditors’ Report on Compliance with Requirements
Applicable to Each Federal Major Program and Major State Project and on
Internal Control Over Compliance in Accordance with OMB Circular A-133 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 for
Florida United Methodist Children’s Home, Inc.

The programs tested as a major federal program and as the major state project was
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 $300,000.

The Auditee did qualify as a low-risk auditee.

(Continued)
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Florida United Methodist Chikdren’s Home, Iné.
Schedule of Findings and Questioned Costs
Year Ended December 31, 2012
Financial Statement Findings
1. No matters reported.
Major Federal Award Findings and Questioned Costs
I. No maltters 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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