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May 23, 2018

Board of Directors

McCutchanville Volunteer Fire Department, Inc.
P.O. Box 4895

Evansville, IN 47724

We have reviewed the report prepared by McCutchanville Volunteer Fire Department, Inc. and
opined upon by Timothy J. Otte CPA, PC, Independent Public Accountants, for the period January 1, 2016
to December 31, 2016. Per the Independent Auditor’s Report, except for the effects of the matter described
in the Basis for Qualified Opinion paragraph, the financial statements included in the report present fairly
the financial condition of McCutchanville Volunteer Fire Department, Inc. as of December 31, 2016 and the
results of its operations for the period then ended, on the basis of accounting described in the report.

We call your attention to the Basis for Qualified Opinion in the audit report.
In our opinion, Timothy J. Otte CPA, PC prepared all required independent auditor’s reports in
accordance with generally accepted auditing standards and guidelines established by the State Board of

Accounts.

The report is filed with this letter in our office as a matter of public record.

Paul D. Joyce, CPA
State Examiner
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Timothy J.@tte CPA, PC

INDEPENDENT AUDITOR’'S REPORT

Board of Directors
McCutchanville Volunteer Fire Department, Inc.

We have audited the accompanying financial statements of McCutchanville Volunteer Fire Department,
Inc. (a nonprofit organization), which comprise the statement of assets, liabilities, and net assets-
modified cash basis as of December 31, 2016, and the related statement of support, revenue, and
expenses- modified cash basis, and statement of functional expenses- modified cash basis 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 the modified cash basis of accounting described in Note 1; this includes determining that
the modified cash basis of accounting is an acceptable basis for the preparation of the financial statements
in the circumstances. Management is also responsible for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

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. 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 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 qualified audit opinion.

Phone: 812.490.8600 « Fax: 812.490.860i
P.O. Box 308 Newburgh IN. 47629
Member of American Institute of Certified Public Accountants and Indiana CPA Society



Basis for Qualified Opinion

As discussed in note 1 to the financial statements, McCutchanville Volunteer Fire Department, Inc. does
not record the value of contributed services provided by the volunteer fire fighters nor the use of fire
trucks and equipment owned by Center Township. In our opinion, contributed services and use of assets
of this nature should be recorded at their fair market value to conform with the modified cash basis of
accounting. It would not be practicable to determine the effect of that departure on the financial
statements.

No accounting controls were exercised over gym fund rental income and expenditures and the ladies
auxiliary fund income and expenditures prior to the recording of such transactions in the accounting
records. Accordingly, it was not practicable to extend our examination of such receipts or disbursements
beyond the amounts recorded.

Qualified Opinion

In our opinion, except for the possible effects of not recording the value of contributed services nor use of
the fire trucks and equipment and except for such adjustments, if any, that might have resulted had gym
fund rental income and expenditures and the ladies auxiliary fund income and expenditures been
susceptible to satisfactory audit tests as discussed in the Basis for Qualified Opinion paragraphs, the
financial statements referred to the first paragraph present fairly, in all material respects, the assets,
liabilities, and net assets- modified cash basis of McCutchanville Volunteer Fire Department, Inc., as of
December 31, 2016, and the support, revenue and expenses- modified cash basis for the year then ended,
on the basis of accounting described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting, which is a basis of accounting
other than accounting principles generally accepted in the United States of America. Our opinion is not
modified with respect to this matter.

Report on Summarized Comparative Information

We have previously audited McCutchanville Volunteer Fire Department, Inc.’s 2015 financial statements,
and our report dated January 15, 2017 expressed a qualified opinion on those audited financial statements.
In our opinion, the summarized comparative information presented herein as of and for the year ended
December 31, 2015, is consistent, in all material aspects, with the audited financial statements from which
it has been derived.

T Tt YA

Evansville, Indiana
November 6, 2017



McCutchanville Volunteer Fire Department, Inc.
Statements of Assets, Liabilities, and Net Assets- Modified Cash Basis
December 31, 2016 and 2015

2016 2015
ASSETS
Current Assets
Cash $ 716,584 $ 965,646
Cash- restricted 1,993 1,993
Total Current Assets 718,577 967,638
Property and Equipment 887,169 860,748
Less accumulated depreciation (719,055) (696,061)
Total Property and Equipment 168,114 164,687
Total Assets $ 886,691 $ 1,132,325
LIABILITIES AND NET ASSETS
Current Liabilities
Withheld taxes $ 3,807 $ 4,089
Cumulative funds due to Center Township 311,776 418,555
Current portion of long-term obligations 1,188 1,188
Total Current Liabilities 316,771 423,833
Long-Term Obligations less current maturities - 1,188
Total Liabilities 316,771 425,021
Net Assets
Unrestricted 568,927 705,312
Temporarily Restricted 993 1,993
Total Net Assets 569,920 707,304
Total Liabilities and Net Assets $ 886,691 $1,132,325

See notes to financia! statements
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McCutchanville Volunteer Fire Department, Inc.
Statement of Support, Revenue, and Expenses- Modified Cash Basis
For the Year Ended December 31, 2016

Temporarily
Unrestricted Restricted Total

PUBLIC SUPPORT

RECEIVED DIRECTLY

Contributions $ 69,365 $ - 69,365

Total Public Support 69,365 - 69,365
GRANTS FROM

GOVERNMENTAL AGENCIES 257,500 - 257,500
OTHER REVENUE

Other Income 4,138 - 4,138

Interest Income 948 - 948

Rental Income 21,163 - 21,163
Total Other Revenue 26,249 - 26,249
NET SUPPORT AND REVENUE 353,114 - 353,114
NET ASSETS RELEASED

FROM RESTRICTIONS 1,000 (1,000) -
Total Support and Revenue 354,114 (1,000) 353,114
FUNCTIONAL EXPENSES

Program Services 397,676 - 397,676

Administrative 81,394 - 81,394

Fundraising 11,429 - 11,429
Total Functional Expenses 490,498 - 490,498
CHANGE IN NET ASSETS (136,384) (1,000) (137,384)
NET ASSETS- BEGINNING OF

THE YEAR 705,311 1,993 707,304
NET ASSETS- END OF YEAR $ 568,927 $ 993 569,920

See notes to financial statements
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McCutchanville Volunteer Fire Department, Inc.
Statement of Support, Revenue, and Expenses- Modified Cash Basis
For the Year Ended December 31, 2015

Temporarily
Unrestricted Restricted Total

PUBLIC SUPPORT

RECEIVED DIRECTLY

Contributions $ 89,272 $ - $ 89,272

Total Public Support 89,272 - 89,272
GRANTS FROM

GOVERNMENTAL AGENCIES 765,000 - 765,000
OTHER REVENUE

Miscellaneous 1,227 - 1,227

Interest Income 767 - 767

Rental Income 19,472 - 19,472
Total Other Revenue 21,466 - 21,466
NET SUPPORT AND REVENUE 875,738 - 875,738
NET ASSETS RELEASED

FROM RESTRICTIONS 8 (8) -
Total Support and Revenue 875,747 (8) 875,738
FUNCTIONAL EXPENSES

Program Services 401,226 - 401,226

Administrative 76,533 - 76,533

Fundraising 17,759 - 17,759
Total Functional Expenses 495,518 - 495,518
CHANGE IN NET ASSETS 380,228 ® 380,220
NET ASSETS- BEGINNING OF

THE YEAR 325,083 2,001 327,084
NET ASSETS- END OF YEAR $ 705,312 $ 1,993 $ 707,304

See notes to financial statements
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McCutchanville Volunteer Fire Department, Inc.
Statement of Functional Expenses- Modified Cash Basis

Awards

Bank charges & fees
Clothing allowance
Depreciation
Equipment

Fuel

Fundraiser expense
Insurance

Interest expense
Medical director
Miscellaneous
Occupancy

Payroll taxes
Postage

Printing
Professional fees
Repairs and Maintenance
SIMPLE expense
Special Events
Supplies

Telephone

Training

Travel

Uniforms & laundry
Wages

For the Year Ended December 31, 2016
(With Comparative Totals for 2015)

Program Fund Total Total

Services Administration Raising_ 2016 2015
$ - $ - 3 - S ~ $ 1,901
- 1,672 - 1,672 1,838
25,791 - - 25,791 25,216
20,694 2,299 - 22,994 30,086
7,908 - - 7,908 1,229
18,391 - - 18,391 19,775
- - 11,429 11,429 17,759
27,958 3,106 - 31,064 34,083
34 4 - 38 195
1,167 - - 1,167 -
8,047 2,198 - 10,246 8.475
20,808 2,312 - 23,120 27,871
11,644 1,294 - 12,938 13,574
759 84 - 843 735
- - - - 779
- 36,500 - 36,500 36,249
62,139 6,029 - 68,169 48,618
3,116 346 - 3,462 4,304
- 7,104 - 7,104 8,657
11,208 376 - 11,584 15,182
10,820 1,202 - 12,022 12,143
9,773 - - 9,773 19,156
3,730 414 - 4,144 5,422
5,622 - - 5,622 5,248
148,069 16,452 - 164,521 157,023
$ 397,676 $ 81,394 $ 11,429 $ 490,498 $ 495,518

See notes to financial statements
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McCutchanville Volunteer Fire Department, Inc.
Notes to Financial Statements
December 31, 2016 and 2015

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

The Organization’s purpose is to provide fire protection and aid in other emergencies for persons and
property in the area of McCutchanville and Center Township outside the city limits of Evansville and to
aid other agencies on a mutual aid basis during times of need, with priority in McCutchanville and Center
Township outside the city limits of Evansville. The Organization, located in McCutchanville, Indiana, is
supported primarily through allocations from the trustee of Center Township.

Basis of Accounting

The accompanying financial statements have been prepared on the modified cash basis of accounting.
This basis differs from generally accepted accounting principles since it requires revenues and their
related assets to be recorded when received rather than when earned and expenses and their related
liabilities to be records when paid rather than when incurred. The Organization capitalizes and depreciates
purchases of property and equipment, records long-term obligations, and records in kind donations.

Financial Statement Presentation

The Organization complies with FASB Accounting Standards Codification 958, Not-For-Profit Entities.
Under FASB ASC 958, the organization is required to report information regarding its assets, liabilities,
net assets, revenues and expenses according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets.

Income Taxes
McCutchanville Volunteer Fire Department, Inc. is a nonprofit organization exempt from federal, state
and local income taxes under section 501(c)(4) of the United States Internal Revenue Code.

Uncertain Tax Positions

Management has determined that the company does not have any uncertain tax positions and associated
unrecognized benefits that materially impact the financial statements or related disclosures. Since tax
matters are subject to some degree of uncertainty, there can be no assurance that the company’s tax
returns will not be subject to additional tax, penalties, and interest as a result of such challenge.
Generally, federal, state, and local authorities may examine the company’s tax returns for three years
from the filing date, and the current and prior three years remain subject to examination as of December
31, 2016.

Use of Estimates

The preparation of financial statements in conformity with the modified cash basis of accounting requires
management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Reclassifications
Certain amounts in the 2015 financial statements have been reclassified for comparative purposes to
conform to the presentation in the 2016 financial statements. The reclassifications have no effect on the
overall net assets.




McCutchanville Volunteer Fire Department, Inc.
Notes to Financial Statements
December 31, 2016 and 2015

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and Equipment

McCutchanville Volunteer Fire Department, Inc. follows the practice of capitalizing all expenditures for
property and equipment in excess of $100. Property and equipment are carried at cost. Expenditures for
replacements are capitalized and replaced items are retired. Maintenance and repairs are charged to
operations as incurred. Donations of property and equipment are recorded as support at their estimated
fair market value. Such donations are reported as unrestricted support unless the donor has restricted the
donated asset to a specific purpose. Assets donated with explicit restrictions regarding their use and
contributions of cash that must be used to acquire property and equipment are reported as restricted
support. The Organization reports expirations of donor restrictions when the acquired assets are place in
service. At that time, temporarily restricted net assets are reclassified to unrestricted net assets.
Provisions for depreciation of property and equipment are computed on the straight-line method based on
their estimated useful lives. Upon disposition, the cost and accumulated depreciation are removed from
the accounts and the resulting gain or loss is reflected in operations for the period.

Contributions

In Accordance with FASB ASC 958 contributions received are recorded as unrestricted, temporarily
unrestricted or permanently restricted support depending on the existence or nature of any donor
restrictions.

Donor-restricted contributions are reported as increases in temporarily or permanently restricted net assets
depending on the nature of the restrictions. When a restriction expires, temporarily restricted net assets
are reclassified to unrestricted net assets and reported in the statement of Support, Revenue, and Expenses
as net assets released from restrictions.

The volunteer firefighters contribute significant amounts of their time providing fire fighting and
emergency response services. Also, the Organization uses fire trucks and equipment that are owned by
Center Township. The value of these services and use of the fire trucks and equipment has not been
recorded in the financial statements.

NOTE 2 - SIMPLE PLAN

The Organization has a savings incentive match plan (SIMPLE Plan). The Organization makes matching
contributions up to 100% of the employee election, not to exceed 3% of the employee’s wages. The
organization’s SIMPLE plan expense for the year ended December 31, 2016 and 2015 were $3,462 and
$4,304, respectively.



McCutchanville Volunteer Fire Department, Inc.

Notes to Financial Statements
December 31, 2016 and 2015

NOTE 3- PROPERTY AND EQUIPMENT

Property and equipment at December 31, 2016 and 2015 consisted of the following:

2016 2015
Accum. Accum,
Cost Depr. Cost Depr.
Buildings $ 231,631 $ 135475 $ 215,090 $ 128,935
Office Furniture and Equipment 118,681 89,970 108,801 82,685
Fire and Rescue Equipment 477,687 443,931 477,687 435,040
Fire and Rescue Trucks 48,533 48,504 48,533 48,478
Training Facility 10,637 1,175 10,637 923
$ 887,169 $ 719,055 $ 860,748 $ 696,061

Depreciation for the years ended December 31, 2016 and 2015 was $22,994 and $30,086,

respectively.

See Note 11 for information related to reclassification of property and equipment to the Liability-

Cumulative funds.

NOTE 4- RELATED PARTY TRANSACTIONS

The Organization had expenditures for repairs and communication equipment from companies that
employs employees of the Organization. Purchases from these vendors totaled $2,119 and $26,287
for the years ended December 31, 2016 and 2015, respectively.

NOTE S- SCHEDULE OF STATE AND LOCAL AWARDS

2015

$ 765,000
289,844

2016
Center Township
Operating Fund $ 257,500
Cumulative Fund 130,000
$ 387,500

$ 1,054,844




McCutchanville Volunteer Fire Department, Inc.
Notes to financial statements
December 31,2016 and 2015

NOTE 6- LONG-TERM OBLIGATIONS

2016 2015
Long Long
Current Term Current Term
Capital Lease payable in five annual
installments of $1,188 on specific
equipment; Final payment due
in 2017. (A) 1,188 - 1,188 1,188
$ 1,188 $ - $ 1,188 $ 1,188

(A) Collateralized by specific equipment

Future maturities of capital lease obligations as of December 31, 2016 were as follows:

Year Ending Gross Lease
December 31 Payments

2017 1,188

1,188

Less Interest -
Principal Portion $ 1,188

See Note 11 for information related to reclassification of the capital lease asset to the Liability-
Cumulative funds.

NOTE 7- RESTRICTIONS ON NET ASSETS

Temporary restricted net assets represents amounts received but not yet expended for the
purchase of firefighting equipment. As of December 31, 2016 and 2015, temporary restricted
net assets consist of $993 and $1,993 for future purchases of firefighting equipment, respectively.
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McCutchanville Volunteer Fire Department, Inc.
Notes to Financial Statements
December 31, 2016 and 2015

NOTE 8 — CONTINGENCY

McCutchanville Volunteer Fire Department, Inc. receives a significant portion of its funds from the
trustee of Center Township. In the event the Organization defaults in their performance according to the
agreement, the trustee may terminate the agreement and exercise its right to retain the firefighting
equipment in order to continue fire protection in the jurisdiction.

McCutchanville Volunteer Fire Department, Inc. is exposed to various risks of loss related to torts, theft

of, damage to and destruction of assets, and injuries to the volunteer firemen. The Organization carries
commercial insurance in amount sufficient to insure itself against claims resulting from any of these risks.

NOTE 9 - FUNCTIONAL EXPENSES

The costs of providing services have been summarized on a functional basis in the statement of support,
revenue, and expenses. Expenses specifically identified as relating to one of the functional categories are
charged accordingly. Other expenses determined to relate to more than one of the categories are allocated
based on estimated percentages. The allocated costs included various expense types.

NOTE 10 - CONCENTRATIONS

The Organization maintains its cash balances at one financial institution located in Evansville, Indiana.
Cash in banks maintained in non-interest bearing accounts are fully insured through December 31, 2016,
while interest bearing accounts were insured up to $250,000 by the Federal Deposit Corporation. As of
December 31, 2016 and 2015, the company’s total uninsured balance was $465,344 and $716,414,
respectively.

The Organization received 80% and 88% of its support from the trustee of Center Township for the years
ended December 31, 2016 and 2015, respectively.

NOTE 11 — LIABILITY- CUMULATIVE FUNDS

Certain errors resulting in the overstatement of previously reported property and equipment and net assets
and understatement of liabilities as of January 1, 2015 were discovered by management of the
Organization in March of 2015. Prior to January 1, 2015, property and equipment purchased by funds
appropriated by Center Township were recorded as assets of McCutchanville Volunteer Fire Department,
Inc. As of January 1, 2015, those assets were deeded to Center Township, and funds remaining for the
purpose of the same were reclassified to a liability account. Accordingly, as of January 1, 2015 the
financial statement were restated to correct the error. Net property and equipment decreased $679,199,
liabilities increased $165,060, net assets- unrestricted being decreased by $686,415 and net assets-
temporarily restricted being decreased by $157,844 as of January 1, 2015.
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McCutchanville Volunteer Fire Department, Inc.
Notes to Financial Statements
December 31, 2016 and 2015

NOTE 12 —- SUBSEQUENT EVENTS

The Organization has evaluated subsequent events and transactions through November 6, 2017, the date

the financial statements were available to be issued. There were no subsequent events that require
recognition in the financial statements.
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