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The Board of Directors
The Arc Hamiiton County

Independent Auditors’ Report

We have audited the accompanying statement of financial position of The Arc Hamilton County
{The Arc) as of December 31, 2006, and the related statements of activities, functional expenses and
cash flows for the year then ended. These financial statements are the responsibility of The Arc's
management. Our responsibility is to express an opinion on these financial statements based on our
audit. The prior year summarized cornparative information has been derived from The Arc’s 2005
financial staternents and, in our report dated June 21, 2006, we expressed an ungualified opinion on
those financial statements.

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 misstaternent. 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 staterment presentation. We believe that our
audit provides 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 The Arc Hamilton County as of December 31, 2006, and the changes in its net
assets and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America.
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March 18, 2008

RSM McGladrey Network

An Independently Owned Member
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THE ARC HAMILTON COUNTY

STATEMENT OF CASH FLOWS

For the Years Ended December 31, 2006 and 20056

CASH FLOWS FROM OPERATING ACTIVITIES:

Pecrease in net assets

Adjustments to reconcile decrease in net assets
to net cash provided by {used in} operating activities

Depreciation

Realized and unrealized investment {gain) loss
Changes in assels - decrease (increase}):
Accounts, pledges and grants receivable

Prepaid expenses

Changes in liabilities - increase {decrease}:
Accounts payable and accrued liabilities
Refundable advances - agency transactions

Net cash provided by {used in} operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of furniture and office eguipment

Purchase of investments
Proceeds from sale of investments

Net cash provided by {used in) investing activities

Net increase (decrease) in cash

CASH AND CASH EQUIVALENTS:
Beginning of year

End of year

The accompanying notes are an integral
part of these financial statements
8

2006 2008
{($ 99,181) {$ 20.114)
4,386 4,438
3,833 { 22,092}
45,339 { 32,243)
{ 4,983) -
16,610 29,375
143,215 { 103,780)
109,229 { 144,426)
{ 3,437} -
{ 362,162) { 1,850}
284,629 16,091
{ 80,870) 14,141
28,259 { 130,285}
567,181 687,466
585,440 $ 557,181




THE ARC HAMILTON COUNTY
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations - The purpose of The Arc Hamilton County {The Arc) is to promote

equal opportunities for people with developmental disabilities in Hamilion, Clermont and Butler
Counties, Ohio, by providing public education regarding the needs of such persons and advocating
improvements to services provided to them by other health and welfare organizations. The Arc is
incorporated in the state of Ohio as a charitable organization. Funding from the Community Chest
and the Hamilton County and Butler County Boards of Mental Retardation and Developmental
Disabilities is a significant portion of The Arc’s public support and revenue. Continued funding
from the Community Chest is dependent upon levels of private contributions. Renewal of the
contracts with the Harmilton County, Butler County and Clermont County Boards of Mental
Retardation is dependent upon certain performance criteria and available funds at the state and
county level.

The Arc is affiliated with both the state and national organizations of the same name. Fees
paid to these organizations aggregated approximately $13,000 in 2006,

Basis of Accounting - The accompanying financial statements have been prepared on the

accrual basis of accounting in accordance with generally accepted accounting principles.

Prior Period Information - The financial statements include certain prior year summarized

camparative information in total, but not by net asset class. Such information does not include
sufficient detail to constitute a presentation in conformity with generally accepted accounting
principles. Accordingly, such information should be read in conjunction with The Arc’s financial
statements for the year ended December 31, 2005, from which the summarized information was
derived.

Support_and Expenses - Contributions received and unconditional promises to give are

measured at their fair values and are reported as an increase in net assets. The Arc reports gifts
of cash and other assets as temporarily restricted or permanently restricted support if they are
received with donor stipulations that limit the use of the donated assets, or if they are designated
as support for future periods. When a donor restriction expires, that is, when a stipulated time
restriction ends or purpose restriction is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions. The expenses associated with the transfer of these temporarily
restricted contributions are reported as unrestricted net assets on the statement of activities,

Donor-restricted contributions whose restrictions are met in the same reporting period are



THE ARC HAMILTON COUNTY
NOTES TO FINANCIAL STATEMENTS

December 31, 20086

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

reported as unrestricted support.

The Arc reports gifts of goods 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 restricted support. Absent explicit
donor stipulations about how long those long-lived assets must be maintained, The Arc reports
expirations of donor restrictions when the donated or acquired long-lived assets are placed in
service.

Expenses are recorded when incurred in accordance with the accrual basis of accounting.

Cash and Cash Equivalents and Credit Risk - For purposes of the statement of cash flows,

The Arc considers all money market accounts to be cash equivalents. The money market funds
are generally invested in government backed or similar risk securities and, consequently, are
considered to have a high degree of liquidity and safety. Cost equals the market value of these
money market accounts. Investments in money market funds, aggregating $88,826, are not
insured or guaranteed by the U. 5. Government. At December 31, 2006, The Arc has cash
deposits with a bank in excess of federally insured limits in the amount of $453,852.

Due (To} From - The due to and due from balance represents the amount owed to temporarily
restricted net assets from unrestricted net assets. This is a result of The Arc utilizing temporarily

restricted cash for unrestricted purposes.

Furniture and Office Equipment - The cost of furniture and office equipment is capitalized and
is depreciated on the straight-line method over their estimated useful lives ranging from 3 to 10
years. Maintenance and repairs are charged to expense as incurred; major additions, renewals and
betterments are capitalized.

Investments - Investments are recorded at fair market value.

Penated Goods and Services - A substantial number of volunteers have donated a significant

number of hours to The Arc's programs during the year; however, these donated services are not
reflected in the financial statements since the services do not require specialized skills. Donated
specialized services are reflected in the statement of activities at fair value in the amount of
$2,984 {for 2006. Materials and other assets donated to The Arc are recorded and reflected in the
statements at the fair value at the date of receipt. The Arc did not receive donated materials in
2008.



THE ARC HAMILTON COUNTY
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Refundable Advances - Advance payments received under cost reimbursement contracts are

recorded as a liability unti! the associated disbursement has been incurred.

Functional Expenses - Salaries and related expenses are charged to program services based

on the estimated time spent by personnel on the related programs. Direct expenses are charged
to programs based upon the cost incurred when specifically identifiable with a program.
Management and general expenses represent unallocable administrative costs associated with
managing the agency.

income Taxes - The Arc has tax-exempt status under Section BQ1(c)(3} of the Internal
Revenue Code and is not a private foundation.

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 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.

INVESTMENTS
The following is a summary of investments at December 31, 2006:
Cost Market
Mutual funds $376.420 £394,201

Mutual funds consist of investments in equities and bonds. The market value of the mutual

funds is based upon current trading information.

GOVERNMENT CONTRACTS

The Arc administers the Family Resource Services programs for the Hamilton County
(HCBMR/DD}, Clermont County {(CCBMR/DD)}, and the Butler County {BCBMR/DD} Boards of
Mental Retardation and Developmental Disabilities. These programs reimburse eligible families for
sustained home goods and services. The Arc administers the Individual Budget Program for the
HCBMR/DD and BCBMR/DD. These programs were designed to provide job training and daily
fiving skill training for persons with developmental disabilities. The Arc reimburses qualified

trainers for services provided to individuals selected by the county boards. The Arc administers
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THE ARC HAMILTON COUNTY
NOTES TO FINANCIAL STATEMENTS

December 31, 20086

GOVERNMENT CONTRACTS (Continued)

the One Time Costs Program for the HCBMR/DD. This program was designed to serve as a payor
of last resort for needed items to benefit consumers. In 2002, The Arc started administering the
Summer Fund Program for the HCBMR/DD. The fund pays for recreational items and services for
individuals served by the HCBMR/DD. The Arc acts as an agent on behalf of this organization
transferring funds received to the individuals identified by the organization. During 2008, The Arc
disbursed $1,60b,188 under these programs. In accordance with Statement of Financial
Accounting Standards No. 136, Transfers of Assets to a Not-For-Profit Organization or Charitable
Trust that Raises or Holds Contributions for Others, these amounts have not been recorded as a
contribution received {revenue) or contribution made (expense} as The Arc has no discretion in
determining the individuals that benefit from the program. The Arc also contracts with the
HCBMR/DD for the provision of Quality Assurance for Supported Living. The fees earned by The

Arc for administering all of the above programs for the counties amounted to $442,136 in 2008,

LEASES
The Arc leases its office space and office equipment under non-cancelable operating leases.
The leases expire at various times through February 2011. Rent expense for 2006 was

approximately $37,000. The aggregate minimum payments required under these leases are as

follows:

Year Ending

December 31,
2007 % 35,018
2008 35,124
2009 36,188
2010 35,208
2011 5,899

$147,437

TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consist of the following at December 31, 2006:

Community Chest allocation $60,000
individual Case Advocacy 20,000
Ciient Emergency Fund 1,628

10



THE ARC HAMILTON COUNTY
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

TEMPORARILY RESTRICTED NET ASSETS {(Continued)

Dater Foundation for the Hamilton County Augmentative

Communication Program 853
Fifth Third Bank for the Families Empowering Families Program 615
$82,896

PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets are restricted to investment in perpetuity, the income from
which is expendable for unrestricted purposes, the asset based community program and the

covenant of support program.

RETIREMENT PLAN

Effective January 1, 2003, The Arc switched from a simple IRA plan to a 403(B) plan that
covers substantially all employees upon date of hire. The Arc may make a matching contribution
at their discretion. For the year ended December 31, 2006, matching contributions totaled
$8,279.



