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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

November 30, 2009

Board of Directors

Alliance for Community Inclusion, Inc.
d/b/a Fifth Freedom Network

4606-C E. State Blvd., Ste. 102

Fort Wayne, IN 46815

We have reviewed the audit report prepared by Krouse, Kern & Co., Inc., Independent Public
Accountants, for the period January 1, 2007 to December 31, 2007. In our opinion, the audit report was
prepared in accordance with the guidelines established by the State Board of Accounts. Per the Independent
Public Accountants’ opinion, the financial statements included in the report present fairly the financial condition
of the Alliance for Community Inclusion, Inc. d/b/a Fifth Freedom Network, as of December 31, 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.

STATE BOARD OF ACCOUNTS
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March 3, 2008

Board of Directors

Alliance for Community Inclusion, Inc.
d/b/a Fifth Freedom Network

Fort Wayne, Indiana

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying statements of financial position of Alliance for Community Inclusion,
Inc. d/b/a Fifth Freedom Network, (“Organization”), Fort Wayne, Indiana, as of December 31, 2007 and
2006, and the related statements of activities, functional expenses and cash flows for the years then ended.
These financial statements are the responsibility of the Organization’s management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards and the standards
for 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 from 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 Alliance for Community Inclusion, Inc., d/b/a Fifth Freedom Network, Fort Wayne,
Indiana, as of December 31, 2007 and 2006, and the changes in net assets and its cash flows for the years
then ended, in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have issued our report dated March 3, 2008 on
our consideration of Alliance for Community Inclusion, Inc. d/b/a Fifth Freedom Network’s internal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grants. That report is an integral part of an audit in accordance with
Government Auditing Standards and should be read in conjunction with this report in considering the
results of our audit.

KROUSE, KERN & CO., INC.




ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Statements of Financial Position
December 31, 2007 and 2006

ASSETS
2007 2006
CURRENT ASSETS:
Cash and cash equivalents $ 1,622 $ 612
Accounts receivable 38,749 30,693
Prepaid expenses 3,727 1,090
Total Current Assets 44,098 32,395
EQUIPMENT 17,804 13,393
Less: Accumulated depreciation 8,971 8,230
Total Net Equipment 8,833 5,163
TOTAL ASSETS $ 52,931 $ 37,558
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $ 15,815 $ 673
Accrued payroll and taxes 2,463 2,308
Line of credit payable 14,200 20,000
Total Current Liabilities 32,478 22,981
NET ASSETS:
Unrestricted 20,091 14,525
Temporarily restricted 362 52
Total Net Assets 20,453 14,577
TOTAL LIABILITIES AND NET ASSETS $ 52,931 $ 37,558

See Notes to Financial Statements.
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ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Statements of Cash Flows
for the years ended December 31, 2007 and 2006

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES:

Change in net assets $ 5,876 $ (2,921)

Adjustments to Reconcile Change in Net Assets to Net Cash

Provided (Used) by Operating Activities:

Depreciation 2,653 2,477
Loss on disposal of equipment - 1,021
Changes in Operating Assets and Liabilities:
Receivables (8,056) (14,383)
Prepaid expenses (2,637) 192
Accounts payable 15,142 81
Accrued expenses 155 (118)
Net Cash Provided (Used) by Operating Activities 13,133 (13,651)
CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of equipment (6,323) (2,001)
CASH FLOWS FROM FINANCING ACTIVITIES:

Net advances from (payments on) line of credit (5,800) 5,000
Net increase (decrease) in cash and cash equivalents 1,010 (10,652)
Cash and cash equivalents at beginning of year 612 11,264
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 1,622 $ 612
SUPPLEMENTAL CASH FLOW INFORMATION:

Cash paid during the year for:

Interest $ 1,210 $ 1,805
Donated materials, professional services and equipment $ 8,068 $ 14,390
Cash and cash equivalents at year-end are detailed as follows:

Cash and cash equivalents - unrestricted $ 1,260 $ 560

Cash and cash equivalents - temporarily restricted 362 52

$ 1,622 $ 612

See Notes to Financial Statements.




NOTE 1.

NOTE 2.

ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Notes to Financial Statements

NATURE OF ACTIVITIES

Alliance for Community Inclusion, Inc. d/b/a Fifth Freedom Network (the
“Organization”) is a nonprofit organization operating independently since 2004.
The Organization is dedicated to changing policies and institutions that limit the
full societal inclusion of people with disabilities m Indiana. The Organization
receives the majority of its support from a federal pass-through grant from the state
of Indiana.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING:

The financial statements for the Organization have been prepared on the accrual
basis. Accordingly, revenues are recognized when earned and expenses are
recognized when incurred.

BASIS OF PRESENTATION:

The financial statements have been prepared in accordance with Statement of
Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-
Profit Organizations. SFAS No. 117 requires, among other things, that the
financial statements report the changes in and total of each of the net asset classes,
based upon donor restrictions, as applicable. Net assets are to be classified as

unrestricted, temporarily restricted and permanently restricted.
The following classes of net assets are maintained:

Unrestricted Net Assets:

The unrestricted net asset class includes general assets and liabilities of the
Organization. The unrestricted net assets of the Organization may be used at the
discretion of management to support the Organization’s purposes and operations.

Temporarily Restricted Net Assets:

The temporarily restricted net asset class includes assets of the Organization related
to gifts with explicit donor-imposed restrictions that have not been met as to
specified purpose, or to later periods of time or after specified dates. Unconditional
promises to give that are due in future periods and are not permanently restricted
are classified as temporarily restricted net assets.




NOTE 2.

ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Notes to Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

USE OF ESTIMATES:

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

CONTRIBUTIONS:

The Organization accounts for contributions in accordance with the
recommendations of the Financial Accounting Standards Board in SFAS No. 116,
Accounting for Contributions Received and Contributions Made. In accordance
with SFAS No. 116, contributions received are recorded as increases in
unrestricted, temporarily restricted or permanently restricted net assets, depending
on the existence or nature of any donor restrictions.

All donor-restricted contributions are reported as increases in temporarily or
permanently restricted net assets depending on the nature of the restriction. When a
restriction expires (that is, when a stipulated time restriction ends or purpose of the
restriction is accomplished), temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as mnet assets
released from restrictions.

GRANTS:

Grants require the fulfillment of certain conditions as set forth in the instrument of
the grant. Failure to fulfill the conditions could result in the return of the funds to
grantors. However the Board deems the contingency remote, since by accepting the
grants and their terms, it has accommodated the objectives of the Organization to
the provisions of the grant.

EQUIPMENT:

Depreciation is computed over the estimated useful life of the assets using the
straight-line method. Acquisitions of property and equipment in excess of $120 are
capitalized. Donated equipment is recorded at fair market value at the date of the
donation. Purchased equipment is recorded at cost.

Expenditures for major additions and betterments that extend the useful lives of
property and equipment are capitalized. Expenditures for maintenance and repairs
are charged to expense as incurred.




NOTE 2.

NOTE 3.

ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Notes to Financial Statements (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
CASH AND CASH EQUIVALENTS:

For purposes of the statement of cash flows, the Organization considers all highly
liquid debt instruments with an original maturity of three months or less when
purchased to be cash equivalents.

UNCOLLECTIBLE RECEIVABLES:

The Organization uses the direct write-off method for uncollectible receivables.
Management believes this method approximates the allowance method, as no
receivables are deemed uncollectible at year-end.

INCOME TAX STATUS:

The Alliance for Community Inclusion, Inc. d/b/a Fifth Freedom Network, is
classified as a publicly supported organization, qualifies as a tax-exempt
organization under 501(c)(3) of the Internal Revenue Code and qualifies for the
50% charitable contribution deduction limitation. Therefore, no provision for
income taxes has been provided.

IN-KIND DONATIONS:

Donated services, which create or enhance financial assets and which would
otherwise be purchased, materials, and equipment are recorded at their fair market
value as of the date received and recorded in the statement of activities. The
Organization receives a substantial amount of donated time from community-based
volunteers. As of December 31, 2007 and 2006, the value of these services, as
determined by the State of Indiana Governor’s Planning Council for People with
Disabilities, was approximately $37,000 and $68,000, respectively. These services
did not meet the requirements for revenue recognition under Statement of Financial
Accounting Standards No. 116 “Accounting for Contributions Received and
Contributions Made” and have not been recorded in the financial statements of the
Organization.

ALLOCATION OF EXPENSES

The costs of providing various programs and other activities have been summarized on a
functional basis in the statement of activities and schedule of functional expenses.
Accordingly, certain costs have been allocated among the programs and supporting
services benefited. The following program and supporting services are included in the
accompanying financial statements:

Program — Includes the functions necessary to promote and fulfill the Organization’s
mission.

Management and General — Includes the functions necessary for management and overall
direction of the Organization.




NOTE 3.

NOTE 4.

NOTE S.

NOTE 6.

NOTE 7.

ALLIANCE FOR COMMUNITY INCLUSION, INC.
d/b/a FIFTH FREEDOM NETWORK

Notes to Financial Statements (Continued)

ALLOCATION OF EXPENSES (Continued)

Fundraising — Provides the structure necessary to encourage and secure private financial
support from individuals, foundations and corporations.

CONCENTRATION OF REVENUE SOURCES

Approximately 91% and 95%, as of December 31, 2007 and 2006, respectively, of the
Organization’s revenue and support is derived from a federal pass-through grant from the
State of Indiana Governor’s Planning Council for People with Disabilities. A significant
reduction in the level of this support, if it were to occur, may have an effect on the
operations of the Organization.

LINE OF CREDIT

The Organization has entered into an agreement with Lake City Bank for a revolving line
of credit in the amount of $25,000. The line of credit bears interest at the Bank’s base
rate plus 1.75% (9.0% as of December 31, 2007 and 10.0% as of December 31, 2006), is
secured by accounts receivable, contract rights, inventory, equipment and general
intangibles, and is due December 31, 2008. As of December 31, 2007 and 2006 the
outstanding balance was $14,200 and $20,000, respectively.

OPERATING LEASES

The Organization leases office space under an operating lease that expired on
December 31, 2007. The agreement required monthly payments of $462. The
Organization also rents parking space on an annual basis for $840. This agreement is
reviewed annually for renewal. Rent expense for the years ended December 31, 2007 and
2006 was $6,367 and $6,250, respectively. Subsequent to December 31, 2007, a new
lease for office space was renewed at $474 per month and expires on December 31, 2008.

TEMPORARILY RESTRICTED NET ASSETS
Net assets were available for the following purposes as of December 31:

2007 2000

Communication Access Realtime
Transcription (CART) $ 362 $ 52

10
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March 3, 2008

Board of Directors

Alliance for Community Inclusion, Inc.
d/b/a Fifth Freedom Network

Fort Wayne, Indiana

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of Alliance for Community Inclusion, Inc. d/b/a Fifth Freedom
Network (a nonprofit organization) as of and for the year ended December 31, 2007, and have issued our
report thereon dated March 3, 2008. We conducted our audit in accordance with U.S. generally accepted
auditing standards and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Alliance for Community Inclusion, Inc. d/b/a Fifth
Freedom Network’s internal control over financial reporting in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide an opinion on the
internal control over financial reporting. Our consideration of the internal control over financial reporting
would not necessarily disclose all matters in the internal control that might be material weaknesses. A
material weakness is a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by error or
fraud in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Alliance for Community Inclusion, Inc. d/b/a
Fifth Freedom Network’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.

We noted certain matters that we reported to management of Alliance for Community Inclusion, Inc.
d/b/a Fifth Freedom Network in a separate letter.

This report is intended solely for the information and use of the management, Board of Directors, and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

’/<Md/&> ,d""f——’_
KROUSE, KERN & CO., INC.






