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McGladrey & Pullen

Certified Public Accountants

Independent Auditors’ Report

Board of Directors of
Hephzibah Children's Association

We have audited he stalement of financial posilion of Hephzibah Children's Association as of June 30, 2007 and |he statements
of activities, funclional expenses and direclly refated program service revenue and of cash flows for lhe year lhen ended. These
financiaf statements are the responsibility of the Association's management. Our responsibility is to express an opinion on the
financial slatements based on our audil. The prior year summarized comparative financial statements of Hephzibah Children's
Associalion for the year ended June 30, 2006 were audited by Altschuler, Melvoin and Glasser LLP, certain of whose partners
have become partners of McGladrey & Pullen, LLP. Allschuler, Melvoin and Glasser LLP's report, daled September 21, 2006,
expressed an ungualified opinion on lhose statements.

We conducted our audit in accordance with auditing standards generally accepted in the Uniled States of America. Those
standards require that we pfan and perform the audit lo obtain reasonable assurance aboul whether the financial statements are
free of material misslalement. An audil includes examining, on a test basis, evidence supporting the amounts and disclosures in
lhe financial statements. An audil also includes assessing the accounting principles used and significant eslimates made by
management as well as evaluating the overall financial statement presentation. We believe our audil provides a reasonable
basis for our opinion.

In our opinion, the financial slalements referred o above present fairly, in all material respecls, the financial posilion of
Hephzibah Children's Association as of June 30, 2007 and the results of its aclivities and cash flows for the year then ended in
conformity wilh accounting principles generally accepled in the United States of America.

%c%//&%c/ Ler

Chicago, lllinois
January 31, 2008

McGladrey & Pullen, LLP is a member firm of RSM Internalional — i
an affiliation of separale and independenl legal entities.



Hephzibah Children's Association

Statement of Financial Position

June 30, 2007 (With Comparative Totals for 2006)

Assets

Cash and equivalent
Short-term investments
Certificates of deposit
Accounts receivable
Prepaid expenses
Investments

Other assets

Property and equipment

Liabilities and Net Assets

Accounts payable

Accrued salaries and wages

Accrued payroll taxes

Deferred revenue

Lease obligation

Due to Illincis Department of
Children and Family Services

Net assets
Unrestricted
Temporarily restricted

2007
Temporarily

Unrestricted Restricted Total 2006
$ 1,423,659 $ 120,128 $ 1,543,787 $ 1,549,535
84,955 84,955 -
304,844 304,844 289,527
412,279 236,387 648,666 682,328
89,624 89,624 66,215
878,460 878,460 567,038
3,234 3,234 3,234
1,103,634 1,103,634 1,100,782
$ 4300689 $ 356,515 $ 4,657,204 $ 4,258,659
$ 358,325 § - % 358,325 4 350,961
240,478 240,478 219,696
13,286 13,286 13,056
= 10,794
69,612 69,612 86,493
185,877 185,877 185,877
867,578 - 867,578 866,877
3,433,111 3,433,111 3,120,150
356,515 356,515 271,632
3,433,111 356,515 3,789,626 3,391,782
$§ 4300689 $ 356,515 $ 4,657,204 $ 4,258,659

See accompanying notes.
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Hephzibah Children's Association
Statement of Cash Flows
Year Ended June 30, 2007 (With Comparative Totals for 2006)

2007 2006
Operating activities
Increase in net assets $ 397,844 $ 537,528
Depreciation 145,870 145,180
Unrealized gains on investments (48,924) (3,321)
Realized gains on investments (23,236) (6,412)
Changes in
Accounts receivable 33,661 (104,354)
Prepaid expenses (23,409) (16,188)
Accounts payable 7,364 (12,540)
Accrued salaries and wages 20,782 44,392
Accrued payroll taxes 230 2,566
Deferred revenue {10,794) 10,794
Net cash provided by operating activities 499,388 597,645
Investing activities
Net additions to property and equipment (148,721) (63,613)
Dividends reinvested (10,191) (3,443)
Purchases of short-term investments (496,101) (643,182)
Proceeds from sales of investments 166,758 507,324
Net cash used in investing activities (488,255) (202,914)
Financing activities
Principal payments on lease obligations {16,881) (14,707)
Net cash used in financing activities (16,881) (14,707}
Increase (decrease) in cash and equivalent (5,748) 380,024
Cash and equivalent
Beginning of year 1,549,535 1,169,511
End of year $ 1543787 $ 1,549,535
Supplemental disclosure of cash flow information
Interest paid $ 11,044 $ 10,890
Supplemental schedule of noncash investing and
financing activities
Acquisition of equipment through lease obligation $ - $ 101,200

See accompanying notes. 5



Hephzibah Children's Association
Notes to the Financial Statements
Year Ended June 30, 2007 (With Comparative Information for 2006)

Note 1 Nature of Activities and Significant Accounting Policies

Hephzibah Children's Association (the “Association") is a nonprofit comprehensive social service agency
which provides services to children and families without regard to race, color, religion, sex or national
origin. The Association's goals are to strengthen and reunite families by offering the following array of
services: before and after-school child care; intensive outreach and child welfare assessment services;
emergency care services and coordination of service providers for child abuse prevention; short-term
foster care; short-term and long-term group homes for children whose physical and emotional needs
exceed the services of foster homes and intensive in-home services to families actively involved with the
Tliinois Department of Children and Family Services because of abuse or neglect.

The Association is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code and
applicable state law,

General—The financial statements have been prepared in conformity with accounting principles
applicable to nonprofit organizations.

Net Asset Accounting—In accordance with limitations and restrictions placed on the use of
resources available to the Association, the following classifications are utilized according to the nature
and purpose of the resources.

» Unrestricted—includes resources with no legal or donor imposed restrictions.

 Temporarily Restricted—includes resources with legal or donor imposed restrictions, including
restrictions as to time of utilization of the resources and resources for which use is restricted to
specified programs.

Cash and Equivalent—The Association considers all highly liquid debt instruments acquired with a
maturity of three months or less to be cash equivalents. The Association's cash balance may, at times,
exceed the federal insured limit of $100,000. The Association has not experienced any losses and
management believes the Association is not exposed to any significant credit risk on cash.

Accounts Receivable—Accounts receivable represent amounts due from various government
agencies for reimbursement of program expenses. The amount is stated net of an allowance for
doubtful accounts, determined based on historical experience and analysis of specific accounts.
Uncollectible accounts are written off in the year they are deemed to be worthless.

Investments—Investments consist of corporate bond funds, equity funds and index funds. All funds
are reflected at fair value.

Depreciation—Property and equipment are stated at cost. Depreciation is being computed using the
straight-line method over the following estimated useful lives:

Land improvements 5 years
Buildings and improvements 31.5 years
Furniture, fixtures and equipment 5-10 years
Vehicles 5 years

Contributions and Grants—Ali contributions are considered to be available for unrestricted use
unless specifically restricted by the donor or funding agency. At its discretion, the Association's Board
of Directors may designate funds for specific purposes.




Hephzibah Children's Association
Notes to the Financial Statements
Year Ended June 30, 2007 (With Comparative Information for 2006)

Note1 Nature of Activities and Significant Accounting Policies, Continued

Functional Expenses—Operating expenses directly identified with a functional area are charged to
that area and, where those expenses affect more than one area, they are allocated on the basis of
ratios estimated by management.

Estimates—In preparing financial statements in conformity with accounting principles generally
accepted in the United States of America, management makes estimates and assumptions affecting the
reported amounts of assets and liabilities at the date of the financial statements, as well as the
reported amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates.

Reclassifications—Certain amounts from the 2006 financial statements have been redassified to
conform to the 2007 presentation without affecting previously reported net assets.

Note 2 Accounts Receivable
Accounts receivable at June 30, 2007 and 2006 consist of:

2007 2006

llinois Department of Children and Family
Services $ 276,721 § 177,445

Pledges (due within one year) 166,887 81,000
Mental Health and Youth Services 13,451 113,839
Illinois Department of Human Services 67,619 155,521
United Way of Suburban Chicago 71,500 68,500
Parent fees 49,044 72,584
Other 14,844 24,839

660,066 693,728
Allowance for doubtful accounts (11,400) (11,400)

$ 648,666 $ 682,328

Note 3 Property and Equipment
Property and equipment at June 30, 2007 and 2006 consist of:

2007 2006

Land and improvements $ 66,087 $ 66,087
Buildings and improvements 1,709,211 1,645,851
Furniture and equipment 571,360 540,310
Telecommunications equipment 105,781 104,849
Playground equipment 192,906 192,906
Computer equipment 373,322 370,987
Vehicles 126,275 98,342
Construction in progress 16,480

3,144,942 3,035,812
Accumulated depreciation (2,041,308) {1,935,030)

$ 1103634 $ 1,100,782




Hephzibah Children's Association
Notes to the Financial Statements
Year Ended June 30, 2007 (With Comparative Information for 2006)

Note 4 Investments
Investments at June 30, 2007 and 2006 consist of:

2007 2006
Market Cost Market Cost
Equities $ 365,646 % 309,321 3% 185,740 3§ 174,725
Fixed income 512,814 516,042 381,298 387,789

$ 878,460 % 825,363 § 567,038 $ 562,514

Note 5 Obligations Under Capital Leases

In August 2005, the Agency acquired office equipment with a value of $101,220 under capital leases. As
of June 30, 2007, cost and accumulated depreciation of office equipment under capital leases is as
follows:

Cost $ 101,200
Accumulated depreciation (38,793)
$ 62,407

The following is a schedule of future minimum lease payments under capital leases together with the
present value of the net minimum lease payments as of June 30, 2007.

2008 $ 27,924
2009 27,924
2010 27,924
2011 2.327
86,099
Imputed interest (16,487)
Present value of minimum |lease payments $ 69,612

Note 6 Temporarily Restricted Net Assets

The Association's temporarily restricted net assets at June 30, 2007 includes $73,500 which is restricted
as to time and $283,015 which is restricted for use in specific programs. In fiscal 2007, $281,421 was
released from restrictions resulting from the Association's satisfaction of donor imposed time and program
restrictions (2006 - $205,301).

Note 7 Retirement Plan

The Association maintains a retirement plan covering all employees who have met eligibility requirements.
The Association's $221,749 contribution to the plan for fiscal year 2007 was 5 percent of gross salaries for
eligible employees (2006 - $212,482). Contributions to the plan are made at the discretion of the
Association. The retirement contribution is included in employee health benefits on the statement of
functional expenses and directly related program service revenue.,




Hephzibah Children’'s Association
Notes to the Financial Statements
Year Ended June 30, 2007 (With Comparative Information for 2006)

Note 8 Leases

The Association rents its office facilities at 811 South Boulevard in Oak Park, Illinois under a lease expiring
in 2008 and at 115 North Marion Street in Oak Park under a lease expiring in 2007. The Association also
utilizes certain items of office equipment under various operating lease agreements which expire in
February 2009. Future minimum annual commitments under noncancelable operating leases are
approximately as follows:

2008 $ 187,949
2009 18,169
$ 206,118

Rent expense during fiscal 2007 was $92,592 (2006 - $89,977).

Note 9 Due to Illinois Department of Children and Family Services

This amount is payable to the Department if or when the Association ceases to contract with the
Department.

Note 10 Comparative Totals for Prior Year

The financial statements include certain prior year summarized comparative information which does not
include sufficient detail to constitute a presentation in conformity with accounting principles generally
accepted in the United States of America because it does not present changes in net assets by class of net
assets or the full details of functional expenses. Accordingly, the fiscal year 2006 information, which was
audited by other auditors, should be read in conjunction with the Association's financial statements for
2006 from which the summarized information was derived.







