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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Evangelical Child and Family Agency:

We have audited the accompanying combined statements of financial position of Evangelical
Child and Family Agency and ECFA Foundation, Inc. as of June 30, 2009 and 2008, and the related
combined statements of activities, cash flows, and functional expenses for the years then ended. These
financial statements are the responsibility of the Agency’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 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 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 the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe 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 Evangelical Child and Family Agency and ECFA Foundation, Inc. as of
June 30, 2009 and 2008, and the 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 of America.
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DUGAN & LOPATKA

Wheaton, Illinois
November 10, 2009
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EVANGELICAL CHILD AND FAMILY AGENCY

AND ECFA FOUNDATION, INC.

COMBINED STATEMENT OF FINANCIAL POSITION

CURRENT ASSETS:
Cash and cash equivalents
Investments
Receivables - Program fees
- Pledges
Other current assets

Total current assets

PROPERTY AND EQUIPMENT:
Land
Building and improvements
Furniture and equipment
Automobiles

Less - Accumulated depreciation
Net property and equipment

OTHER ASSETS:
Rent security deposits

JUNE 30, 2009 AND 2008

ASSETS

2009 2008
$ 289,639 $ 44,869
487,657 878,738
274,307 352,393
- 18,800
23,901 23,470
1,075,504 1,318,270
83,000 83,000
681,536 681,536
189,064 211,929
158,022 162,001
1,111,622 1,138,466
764,941 759,304
346,681 379,162
11,113 9,513
$ 1,433,298 $ 1,706,945

The accompanying notes are an integral part of this statement.



EXHIBIT 1

LIABILITIES AND NET ASSETS

2009 2008
CURRENT LIABILITIES:
Line of credit $ - $ 150,000
Note payable - Officer - 50,000
Accounts payable 156,651 166,688
Other liabilities and accrued expenses 109,597 103,510
Total current liabilities 266,248 470,198
COMMITMENTS
NET ASSETS:
Unrestricted 1,167,050 1,217,947
Temporarily restricted - 18,800
Permanently restricted - -
Total net assets 1,167,050 1,236,747

$ 1,433,298 $ 1,706,945
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EVANGELICAL CHILD AND FAMILY AGENCY
AND ECFA FOUNDATION, INC.
COMBINED STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2009 AND 2008

CASH FLOWS FROM OPERATING ACTIVITIES:

Change in net assets

Adjustments to reconcile change in net assets

to net cash provided by (used in) operating activities:
Depreciation
Unrealized and realized losses on investments
(ain on sale of fixed assets
Noncash donations
(Increase) decrease in receivables
(Increase) decrease in other current assets
(Increase) decrease in rent security deposits
Increase (decrease) in accounts payable
Increase in other liabilities and accrued expenses

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of investments
Sale of investments
Purchase of fixed assets
Proceeds from sale of fixed assets

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds (payments) on line of credit
Proceeds from officer
Payment to officer
Principal payment on debt

Net cash provided by (used in) financing activities
NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, Beginning of year

CASH AND CASH EQUIVALENTS, End of year

EXHIBIT 3

2009 2008
(69,697) $ (344,907)
55,779 56,510
236,934 148,049
(7,250) (1,000)
- (30,690)
96,886 (176,356)
(431) 125
(1,600) 1,458
(10,037) 72,701
6,087 18,581
306,671 (255,529)
(28,228) (161,884)
182,375 85,595
(23,566) (24,691)
7,518 1,000
138,099 (99,980)
(150,000) 150,000
- 50,000
(50,000) :
- (456)
(200,000) 199,544
244,770 (155,965)
44,869 200,834
289,639 $ 44,869

The accompanying notes are an integral part of this statement.
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EVANGELICAL CHILD AND FAMILY AGENCY
AND ECFA FOUNDATION, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
JUNE 30, 2009 AND 2008

) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Evangelical Child and Family Agency (the Agency) was incorporated on June 24, 1959,
under the Illincis General Not-FFor-Profit Act. The Agency was formed to provide programs of
adoption, foster family care, pregnancy support services, and family counseling under the evangelical
protestant Christian auspices.

The ECFA Foundation, Inc. (the Foundation) was formed in 1996 for the purpose of promoting
and financially supporting the purposes of the Evangelical Child and Family Agency.

The financial statements were available to be issued on November 10, 2009, with subsequent
events being evaluated through this date.

The following is a brief summary of the accounting policies adopted by the Agency and the
Foundation:

Accounting Method -

The accounting records of the Agency are maintained on the accrual basis which recognizes
revenue as it is earned and expenses as they are incurred.

Basis of Presentation -

Financial statement presentation follows the recommendations of the Financial Accounting
Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial
Statements of Not-for-Profit Organizations. Under SFAS No. 117, the Agency and Foundation are
required to report information regarding its financial position and activities according to three classes of
net assets, which are unrestricted, temporarily restricted and permanently restricted net assets.

The Foundation is combined with the Agency for financial reporting. All significant
intercompany account balances and transactions have been eliminated in the combined financial

statements.

Cash and Cash Equivalents -

For purposes of the statement of cash flows, the Agency and Foundation consider all highly
liquid instruments with an original maturity of less than three months to be cash equivalents.

Financial instruments which potentially subject the Foundation to concentrations of credit risk
consist principally of cash. The Agency and Foundation place its cash and deposits with high credit
quality financial institutions; however, deposits may exceed the federally insured limits during the year.



(1) SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Receivables -

Receivables consist mostly of amounts due {rom govermmental agencies and are considered
fully collectible. Therefore, no allowance for doubtful accounts was required.

[nvestments -
Investments are recorded at fair market value,

Property and Equipment -

Property and equipment are stated at cost, except for donations of equipment, which are stated
at fair market value as of the date of donation. The Agency follows the practice of capitalizing all
expenditures for fixed assets in excess of $500. Depreciation is computed using the straight-line method
to amortize the cost of fixed assets over their estimated useful lives, ranging from 3 to 40 years.
Equipment replacements or improvements are capitalized. Expenditures for repairs or maintenance are
expensed when incurred. When assets arc disposed of or considered no longer useful, the cost and
related depreciation are removed from the books.

Depreciation for the fiscal years ended June 30, 2009 and 2008 amounts to $55,779 and
$56,510, respectively.

Donated Materials and Services -

Donated property, marketable securities, and other non-cash donations are recorded as
contributions at their estimated market value at the date of donation. Donated skilled services for the
years ended June 30, 2009 and 2008 were reccived for an estimated value of $-0- and $7,625,
respectively, and have been reflected in the financial statements as a contribution and corresponding

expense.

Temporarily Restricted Net Assets -

Temporarily restricted net assets consist of revenue restricted for the assistance of expectant
mothers and contribution receivables. As of June 30, 2009 and 2008, temporarily restricted net assets
were $-0- and $18,800, respectively.

Restricted and unrestricted revenue -

Contributions that are restricted by the donor are reported as increases in unrestricted net assels
if the restrictions expire in the reporting period in which the revenue is recognized. All other donor-
restricted contributions received are reported as increases in temporarily restricted or permanently
restricted support, depending on the existence and/or nature of any donor restrictions. 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 nct assets released from restrictions.



1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Functional Expenses -

The costs of providing the various programs and other activities are summarized on a functional
basis. The costs have been allocated among the various programs and supporting service classifications
on the basis of time records, square teet of building usage, and other estimates made by the Agency’s

management.

Use of Estimates -

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts and
disclosures. Actual results could differ from those estimates.

Income Taxes -

The Agency and Foundation have been determined by the Internal Revenue Service to be
exempt from federal income tax under Section 501(a) as described under Section 501(c)(3) of the
Internal Revenue Code. Accordingly, no provision for income tax has been established.

In accordance with FSP 48-3, the Agency and the Foundation have elected to defer the
implementation of FIN 48, “Accounting for Uncertainty in Income Taxes”. The Agency and
Foundation continue to follow the guidance included in FASB Statement No. 5, “Accounting for

Contingencies”.

(2) INVESTMENTS:

Investments are carried at fair market value. Investments consist of the following:

2009 2008
Fair Fair
Market Market
Value Cost ___Value Cost
Summary of investments:
Evangelical Child and
Family Agency:
Mutual funds $ 439 $ 615 $ 16979 $ 18,394
Stocks 957 957 274,134  _290.619
1,396 1,572 291,113 309,013

Suminary of investments:
ECFA Foundation:
Mutual funds 486,261  _ 576,132 587,625 553,453

Total investments $ 487,657 $ 577,704 § 878,738 $ 862,466




(3) FAIR VALUE MEASUREMENTS:

FASB Statement No. 157, Fair Value Measurements, established 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 measurements) and the lowest priority
to unobservable inputs (level 3 measurements). The three levels of the fair value hierarchy under
FASB Statement No. 157 are described as follows:

Level 1;

Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets.

Level 2:

Inputs to the valuation methodology include:

» quoted prices for similar assets or liabilities in active markets;

s quoted prices for identical or similar assets or liabilities in inactive markets;

« inputs other than quoted prices that arc observable for the asset or liability;

e inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

If the asset or liability has a specified (contractual) term, the level 2 input must be observable
for substantially the full term of the asset or liability.

Level 3:

Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation techniques
used need to maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value,
There have been no changes in the methodologies used at June 30, 2009 and 2008.

Stocks:  Valued at the closing price reported on the active market on which the
individual securities are traded.

Mutual Funds: Valued at the net asset value (NAV) of shares held by the plan at year
end.



(3) FAIR VALUE MEASUREMENTS: (Continued)

The preceding methods described may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although the Agency
and the Foundation believe 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.

Fair values of assets measured on a recurring basis at June 30, 2009 are as follows:

Assets at Fair Value as of June 30, 2009

Description M'Level 1 Level 2 Level 3 Total
Investments -
Stocks $ 957 § - % -5 957
Mutual funds 486,700 - - 486,700
Total § 487657 $ - 3% - $ 487,657

Certain assets and liabilities are measured at fair value on a non-recurring basis, and therefore
not included in the preceding table.

4 LINE OF CREDIT:

The Agency has a loan agreement with an investment broker in which they can borrow up to
50% of qualified investments held with this broker. The interest rate is a variable rate based on an
amount greater than prime, due on demand. As of June 30, 2009 and 2008, $-0- and $150,000,
respectively, were outstanding on this loan.

() NOTE PAYABLE - OFFICER:

As of June 30, 2008 the Agency had a note payable in the amount of $50,000 from an officer of
the Agency, due on demand, unsecured with interest at prime. The note was paid off during the year.

(6) RELATED PARTY TRANSACTIONS:

The Agency has a line-of-credit arrangement that provides for a maximum borrowing of
$200,000, with the ECFA Foundation, Inc. The line of credit from ECFA Foundation, Inc. is secured
by a mortgage and security agreement with respect to real estate located in Wheaton, Illinois and New
Berlin, Wisconsin. The interest rate on the line of credit from ECFA Foundation, Inc. to Illinois is set
on the first day of each month and is equal to the prime rate of interest in effect prior to the first day of
each month. As of June 30, 2009 and 2008, the balance on tlie outstanding line-of-credit notes payable
to the Foundation from Illinois and Wisconsin was $69,000 and $193,000, respectively. The line-of-
credit note comes due in June, 2010 and is expected to be renewed another year.



(6) RELATED PARTY TRANSACTIONS: (Continued)

The loans outstanding between the Foundation and the Agency are offset when the Foundation
and the Agency in Illinois and Wisconsin are combined into one entity for financial reporting purposes.
The interest income 10 the Foundation for the years ended June 30, 2009 and 2008 was $6,412 and
$9,370, respectively, and that is offset on the consolidated financial statements by the expense to
Illinois and Wisconsin.

(7). LEASE AGREEMENTS:

The Agency leases various office space and equipment. The total rent paid for the offices and
resale shops was $133,622 and $139,723 for the years ended June 30, 2009 and 2008, respectively.

The estimated future minimum rental commitments as of June 30, 2009 are as follows:

2010 $ 88,817
2011 64,162
2012 49,522

(8) RETIREMENT PLAN:

A 401(k) Plan was started January 1, 2005 and is available to all employees. The Agency
contributes a percentage of the employee’s annual salary to the plan based on years of service up to a
maximum of 4% for the years ended June 30, 2009 and 2008. There were employer contributions of
$16,834 and $29,959 for the years ended June 30, 2009 and 2008, respectively.

9) MAJOR CONTRIBUTIONS:

The Agency has contracts which must be renewed every year with the Illinois Department of
Children and Family Services (DCFS). The funding received under these agreements is 77% and 74 %
of the total unrestricted revenue and support received by the Agency for the years ended June 30, 2009
and 2008, respectively. The Agency also is required to be licensed as a Child Welfare Agency by
DCFS. As of the date of these financial statements, the contracts and the license were still in effect.

(10) FEDERAL AND STATE GRANTS:

The Agency receives significant financial assistance from several federal, state and local
government agencics in the form of grants. Program revenue in excess of program expenses is
typically subject to recapture under various provisions. Additionally, the disbursement of funds
received under these programs generally requires compliance with terms and conditions specified in the
grant agreements and are subject to audit by the grantor agencies. Any disallowed claims resulting
from such audits could become a liability to the Agency.
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INDEPENDENT AUDITOR’S REPORT ON
SUPPLEMENTAL INFORMATION

To the Board of Directors of
Evangelical Child and Family Agency:

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental schedule of financial position and schedule of activities by area for
Evangelical Child and Family Agency and ECFA Foundation, Inc. are presented for purposes of
additional analysis and are not part of the basic financial statements. Such information has been
subjected to the audit procedures applied in the audit of the basic financial statements, and, in our
opinion, is fairly stated in all material respects in relation to the financial statements taken as a whole.
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EVANGELICAL CHILD AND FAMILY AGENCY
AND [ECFA FOUNDATION, INC.
SCHEDULE OF FINANCIAL POSITION BY AREA
JUNE 30, 2009

ASSETS
Illinois Wisconsin Foundation Total
CURRENT ASSETS;
Cash and cash equivalents $ 14,507 % 29,121  $ 146,011  § 289,639
Investments 957 439 486,261 487,657
Receivables - Program fees 270,867 3,440 - 274,307
Other current assets 21,493 2,408 - 23,901
Note receivable, current portion - - 69,000 69,000
Total currcnt assets 407,824 35,408 701,272 1,144,504
PROPERTY AND EQUIPMENT:
Land 60,000 23,000 - 83,000
Building and improvements 527,538 153,998 - 681,536
Furniture and equipment 155,644 33,420 - 189,064
Automobiles 133,772 24,250 - 158,022
876,954 234,668 - 1,111,622
Less - Accumulated depreciation 662,469 102,472 - 764,941
Net property and equipment 214,485 132,196 - 346,681
OTHER ASSETS:
Interest receivable - - 2,836 2,836
Rent security deposits 11,113 - - 11,113
Note receivable - - - -
Total other assets 11,113 - 2,836 13,949
$ 633422 § 167,604 $ 704,108 $ 1,505,134




LIABILITIES AND NET ASSETS

Minois Wisconsin Foundation Total
CURRENT LIABILITIES:
Line of credits $ 69,000 % - 3 - % 69,000
Accounts payable 157,310 2,177 - 159,487
Other liabilities and accrued expenses 103,869 5,728 - 109,597
Total current liabilities 330,179 7,905 - 338,084
COMMITMENTS
NET ASSETS
Unrestricted 303,243 159,699 704,108 1,167,050
Temporarily restricted - - -
Permanently restricted - - - -
Total net assets 303,243 159,699 704,108 1,167,050

633,422 § 167,604 § 704,108 § 1,505,134
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UNRESTRICTED:
Public support and revenue -

Contributions

Program service fees

Government payment for services

Resale shops (net of direct
expenses of $134,897)

Special projects and events (net
of direct expenses of $67,104)

Income on investments

Net unrealized and realized loss
on investments

Gain on disposal of assets

Total public support and revenue

Net assets released from restrictions -
Satisfaction of program restrictions

Tota) unrestricted public
support and revenue

Functional expenses -
Adoption
Foster Family Care
Pregnancy Support Services
Family and Individual Counseling
Intact family services
Management and general
Fundraising

Total functional expenses
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EVANGELICAL CHILD AND FAMILY AGENCY
AND ECFA FOUNDATION, INC.
SCHEDULE OF ACTIVITIES BY AREA
FOR THE YEAR ENDED JUNE 30, 2009
Minois Wisconsin Foundation Total

$ 451479 $ 217,843 10,000 $ 679,322

141,920 73,942 - 215,862

3,005,723 - - 3,005,723

- 44 730 - 44,730

113,927 27,328 - 141,255

4,751 (152) 29,133 33,732

(112,894) - (124,040) (236,934)

7,250 - - 7,250

3,612,156 363,691 (84,907) 3,890,940

18,800 - - 18,800

3,630,956 363,691 (84,907) 3,909,740

163,819 75,674 - 239,493

2,667,576 10,560 - 2,678,136

198,850 139,589 - 338,439

65,043 - - 65,043

239,641 - - 239,641

216,534 33,459 8,070 258,063

88,815 53,007 . 141,822

3,640,278 312,289 8,070 3,960,637

$ 9,322) $ 51,402 92,977) $  (50,897)

Change in unrestricted net assets




TEMPORARILY RESTRICTED:
Public support and revenue -
Contributions

Net asscts released from restrictions -
Satisfaction of program restrictions

Change in temporarily restricted
net assets

CHANGE IN NET ASSETS

NET ASSETS, Beginning of year
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EVANGELICAL CHILD AND FAMILY AGENCY
AND ECFA FOUNDATION, INC.
SCHEDULE OF ACTIVITIES BY AREA
FOR THE YEAR ENDED JUNE 30, 2009
Illinois Wisconsin Foundation Total

- S - S S .

(18,800) - - (18,800)

(18,800) - - (18,800)

(28,122) 51,402 (92,977) (69,697)

331,365 108,297 797,085 1,236,747

303,243  $ 159,699 § 704,108 $ 1,167,050

NET ASSETS, End of year






