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STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
302 WEST WASHINGTON STREET
. ROOM E418

INDIANAPOLIS, INDIANA 46204-2765

Telephone: (317) 232-2513
Fax: (317) 232-4711
Web Site: www.in.gov/sboa

May 22, 2009

Board of Directors

Stop Child Abuse and Neglect, Inc.
500 W. Main 5t.

Fort Wayne, IN 46802

We have reviewed the audit report prepared by Haines, Isenbarger & Skiba, LL.C, Independent Public
Accountants, for the period October 1, 2006 to September 30, 2007. In our opinion, the audit report was
prepared in accordance with the guidelines established by the State Board of Accounts. Perthe independent
Public Accountants’ opinion, the financial statements included in the report present fairly the financial condition
of the Stop Child Abuse and Neglect, Inc., as of September 30, 2007, and the results of its operations for the
period then ended, on the basis of accounting described in the report.

The Independent Public Accountants’ report is filed with this letter in our office as a matter of public
record.
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HAINES, ISENBARGER & SKIBA, LLC

CERYTIBIED PUOBRLILC ALCOUNTANTS

Report of Independent Auditors

Board of Directors
Stop Child Abuse and Neglect, Inc.

We have audited the accompanying statements of financial position of Stop Child Abuse and
Neglect, Inc. (SCAN) as of September 30, 2007 and 2006, and the related statements of activities
and changes in net assets, functional expenses, and cash flows for the years then ended. These
financial statements are the responsibility of SCAN’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.,

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of SCAN at September 30, 2007 and 2006 and the results of its operations,
changes in its net assets, and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States,

In accordance with Government Auditing Standards, we have also issued our report dated
January 28, 2008, on our consideration of SCAN’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements 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 and should be considered in assessing the results of our audit.

zé/',wg laenbrigee & Sbitus AAXC-

January 28, 2008

4630-8 WEST JEFFERSON BOULEVARD, FORT WAYNE, INDIANA 46804 PHONE 260 436-9500 FAX 260 436-8765



Stop Child Abuse and Neglect, Inc.

Statements of Financial Position

Assets
Current assets:
Cash and cash equivalents

Cash and cash equivalents, designated for Healthy Families program

Certificates of deposit
Grants receivable
Pledges receivable, Children’s Garden
Prepaid expenses
Total current assets

Property and equipment:
Land
Building
Office equipment
Furnishings

Less accumulated depreciation
Total property and equipment

Other assets:
Beneficial interest in perpetual trust
Bond issuance costs

Total other assets

Total assets

Liabilities and net assets

Current liabilities:
Current portion of long-term debt
Accounts payable
Accrued expenses

Total current liabilities

Long-term debt, less current portion

Net assets:
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

See accompanying notes.

September 30

2007 2006
$ 363,785 $ 457431
1,015,627 1,163,232
47,498 7,498
1,014,938 642,928
29,622 9,153
10,684 7,339
2,482,154 2,287,581
159,450 150,000
1,097,649 1,072,842
436,494 416,918
160,910 131,675
1,854,503 1,771,435
801,213 714,004
1,053,290 1,057,431
286,752 265,675
9,713 10,926
296,465 276,601
$3.831.909  $3,621.613
$ 33,667 § 33,667
196,698 283,697
173,495 162,748
403,860 480,112
93,437 127,104
2,978,381 2,734,569
64,479 9,153
291,752 270,675
3,334,612 3,014,397
$3.831,909 $3.621.613
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Stop Child Abuse and Neglect, Inc.

Statements of Cash Flows

Year ended September 30

Operating activities

Increase in net assets

Adjustments to reconcile increase in net assets
to net cash used in operating activities:

2007

2006

$ 320,215 § 271471

Noncash contribution of property and equipment (19,979) -
Depreciation 87,208 86,431
Amortization 1,213 1,215
Changes in operating assets and liabilities:
Receivables (392,479) 47,197
Prepaid expenses (3,345) 3,517
Accounts payable (86,999)  (253,873)
Accrued expenses 10,747 (171,408)
Deferred revenue - (8,241)
Beneficial interest in perpetual trust (21,077) (6,041)
Net cash used in operating activities (104,496) (29,732)
Investing activities
Purchases of property and equipment (63,088) (97,133)
Net change in certificates of deposit (40,000) -
Net cash used in investing activities (103,088) (97,133)
Financing activity—payment on long-term debt (33,667) (33,667)
Decrease in cash and cash equivalents (241,251)  (160,532)
Cash and cash equivalents at beginning of year 1,620,663 1,781,195

Cash and cash equivalents at end of year

Cash and cash equivalents
Cash and cash equivalents
Cash and cash equivalents,
designated for Healthy Families program

See accompanying notes.

$1,379.412  $1.620,663

§ 363,785 $ 457,431

1,015,627

1,163,232

$1,379.412  $1.620.663




Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements

September 30, 2007

1. Organization and Summary of Significant Accounting Policies
Organization

Stop Child Abuse and Neglect, Inc. (SCAN) was established in the state of Indiana. SCAN’s
mission is to prevent the abuse and neglect of children through direct service, education,
coordination and advocacy in northeast Indiana.

During 2005, SCAN took over the programming of Daybreak Children’s Shelter. SCAN began
to provide the services of Daybreak Children’s Shelter under the program Daybreak Crisis
Homes.

SCAN is exempt from federal income taxes under Section 501(c)(3) of the United States Internal
Revenue Code, and qualifies for the 50 percent charitable deduction limitation. SCAN has been
classified as an organization that is not a private foundation under Section 509(a) of the Internal
Revenue Code.

Cash and Cash Equivalents and Certificates of Deposit

All highly liquid investments with a maturity of three months or less when purchased are
considered to be cash equivalents. SCAN maintains cash accounts and certificates of deposit at
local banks. From time to time during the year, SCAN’s cash accounts exceeded federally
insured limits. At September 30, 2007, SCAN’s cash accounts exceeded federally insured limits
by $1,044,004.

Property and Equipment

Property and equipment are stated at cost or if donated, at fair market value at date of donation,
except for building and equipment that has been impaired. For impaired assets, the carrying
amount is reduced to the estimated fair market value. There were no impaired assets as of
September 30, 2007 and 2006. Depreciation is computed by the straight-line method over the
following estimated useful lives:

Building 25 years
Furnishings and equipment 3 —7 years

Expenditures for normal repairs and maintenance are expensed when incurred.



Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

1. Organization and Summary of Significant Accounting Policies (continued)

Net Assets

Net assets are allocated to and accounted for based upon the donor’s intended purpose.
Unrestricted net assets have no donor-imposed restrictions placed upon them, In addition, SCAN
has received certain net assets for specific purposes or for later periods of time or after specified
dates, and these amounts are reported as temporarily or permanently restricted net assets.
Temporarily restricted net assets include amounts whose use is limited by donor imposed
stipulations that can be met and removed by actions of SCAN pursuant to those stipulations,
occurrence of a stated event, or passage of a specified time period. When donor imposed
restrictions are met, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statements of activities and changes in net assets as net assets released from
restrictions. Permanently restricted net assets include amounts whose use is limited by donor-
imposed restrictions which stipulate that resources be maintained permanently, but permits
SCAN 1o expend part or all of the income derived from the donated assets for either unrestricted
or temporarily restricted purposes. Resources arising from the results of operations or assets set
aside by the Board of Directors are not considered to be donor restricted.

Contributions and Pledges Receivable

Contributions, including gifts, bequests, pledges, and other unconditional promises to give,
without restrictions or stipulations are recorded as support (revenue) in the period received.
Contributions are reported as temporarily restricted or permanently restricted support if they are
received with donor imposed stipulations that limit their use. If a donor restriction expires in the
same reporting period that the contribution was made, such contribution is reported as an
unrestricted contribution in the statements of activities and changes in net assets.

Conditional promises to give are recognized when the conditions on which they depend are
substantially met.

Contributions of assets other than cash are recorded at their fair market value. SCAN reports
gifts of property 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 temporarily restricted support. Absent explicit donor
stipulations regarding how long those long-lived assets must be maintained, SCAN reports
expirations of donor restrictions when the donated or acquired long-lived assets are placed in
service. SCAN reclassifies these temporarily restricted net assets to unrestricted net assets at that
time.

8



Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

1. Organization and Summary of Significant Accounting Policies (continued)
Contributions and Pledges Receivable (continued)

SCAN provides an allowance for doubtful accounts, which is based on historical collection
experience and management’s estimate of the losses that will be incurred in the collection of all
receivables. As of September 30, 2007 and 2006, no allowance for doubtful accounts was
deemed necessary.

Contributions of services are recognized as revenue if the services received (a) create or enhance
non-financial assets or (b) require specialized skills, are provided by individuals possessing those
skills and typically need to be purchased if not provided by donation. During the years ended
September 30, 2007 and 2006, the fair market value of contributed services recognized as
revenue and expense in the accompanying statements of activities and changes in net assets were
$110,005 and $3,600, respectively.

Government Grants

Support funded by government grants is recognized as SCAN performs the contracted services
pursuant to grant agreements, Grant revenue is recognized as earned as the eligible expenses are
incurred. Grant expenditures are subject to audit and acceptance by the granting agency and, as a
result of such audit, adjustments could be required. The government grants were received from
the Indiana Department of Child Services pursuant to programs, primarily temporary assistance
for needy families, awarded by the United States Department of Health of Human services.

Functional Allocation of Expenses

The cost of providing the program and other activities has been summarized on a functional basis
in the accompanying statements of activities and changes in net assets. Accordingly, certain
costs have been allocated among the program and supporting services benefited.

Use of Estimates

Preparation of the financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that affect
the reported amounts in the financial statements and accompanying notes. Actual results could
differ from those estimates.



Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

1. Organization and Summary of Significant Accounting Policies (continued)
Reclassifications

Certain amounts as of and for the year ended September 30, 2006 have been reclassified to
conform with the presentation as of and for the year ended September 30, 2007. The
reclassifications had no impact on net assets as of September 30, 2006 or increase in net assets
for the year then ended.

2. Beneficial Interest Trust (Perpetual Trust)

SCAN has a beneficial interest in a perpetual trust administered by an outside party. Pursuant to
the terms of the trust, SCAN has the irrevocable right to receive income earned on the trust assets
in perpetuity, but will never receive the assets held in trust. The estimated value of SCAN’s
beneficial interest in the perpetual trust was $286,752 and $265,675 at September 30, 2007 and
2006, respectively, which represents the fair market value of SCAN’s proportional interest in the
{rust assets.

3. Debt Arrangements

Long-term debt consists of the following:

September 30
2007 2006

Indiana Economic Development Revenue Bond,

Series 2000 (SCAN, Inc. building project), variable

interest that is 76 percent of prime rate, (5.89 percent

at September 30, 2007) payable in monthly payments

of $2,806 plus interest, final payment due

December 1, 2015, collateralized by the building $ 127,104 §$ 160,771
Less current portion 33,667 33,667

$ 93437 § 127,104
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Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

3. Debt Arrangements (continued)

Maturities on the long-term debt as of September 30, 2007 are as follows:

2008 $ 33,667
2009 33,667
2010 26,103

$ 93,437

Pursuant to a revolving line of credit arrangement with a bank, SCAN may borrow up to
$100,000 subject to certain terms and conditions. This line of credit arrangement is secured by
SCAN’s equipment, accounts receivable, and certain other assets. The line of credit arrangement
bears interest at the prime rate (7.75 percent at September 30, 2007), which is due and payable
monthly. There were no borrowings pursuant to this line of credit arrangement at September 30,
2007 and 2006,

Interest paid was $9,200 and $10,273 for the years ended September 30, 2007 and 2006,
respectively.

4. Net Assets

Unrestricted net assets are as follows:

September 30
2007 2006
Equipment, Healthy Families $ 53217 § 63,443
Community Alliance for Healthy Families Fund 791,550 742,633
Quasi-endowment funds 38,239 38,239
General operating funds 2,095,375 1,890,254

$ 2,978,381 § 2,734,569

Unrestricted net assets include the following general and Board of Directors (Board)-designated
assets and liabilities of SCAN.

* Fquipment, Healthy Families represents the net book value of equipment acquired
through funding by the Community Alliance for Healthy Families.
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Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

4. Net Assets (continued)

¢+ Community Alliance for Healthy Families Fund consists of the accumulated funds
generated from the Healthy Families program.

¢ Quasi-endowment funds consist of Board-designated assets set aside for the
establishment of a permanent endowment,

e (eneral operating funds consist of unrestricted assets that are available for support of
SCAN’s operations.

Temporarily restricted net assets are to be used for the following purposes:

September 30
2007 2006
Children’s Garden $ 25483 $ 9,153
Children’s playground 38,996 -

§ 64479 § 9,153

Permanently restricted net assets are restricted to:

September 30
2007 2006
Endowment § 5000 $ 5,000
Beneficial interest in perpetual trust 286,752 265,675

$ 291,752 § 270,675

Net assets rcleased from donor restrictions as a result of incurring expenses to satisfy the
restricted purposes or by occurrence of other events specified by donors were as follows:

Year ended September 30
2007 2006
Children’s Garden $ 7250 §$ 17,875
Equipment purchases and other renovations 25,009 103,099

$ 32,259 $ 120,974
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Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

5. Employee Benefits

SCAN maintains a 403(b) employer contributory tax-deferred annuity plan for the benefit of
substantially all of its employees, which allows for both employee and employer contributions.
SCAN’s contribution consists of a matching contribution of 100 percent of employee
contributions, up to 2 percent of eligible employee compensation. SCAN’s contribution to the
plan was $29,350 and $31,694 for the years ended September 30, 2007 and 2006, respectively.

6. Related Party Transactions
Certain members of the Board of Directors are employed by companies providing construction,

banking, insurance, and other services to SCAN. The fees paid to these companies were based
on customary and reasonable rates for such services.
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