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INDEPENDENT AUDITORS’ REPORT Jufie 5. Klewer

To the Board of Directors
Our Family Services, Inc.

We have audited the accompanying statement of financial position of Our Family Services, Inc. (a
nonprofit organization) as of June 30, 2006 and the related statements of activities and cash flows for the
year 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 audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America 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 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
statement 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 Our Family Services, Inc. as of June 30, 2006 and the changes in its net assets and
its cash flows for the year then ended in conformity with generally accepted accounting principles
accepted in the United States of America.

in accordance with Government Auditing Standards, we have also issued a report dated November 9,
2006 on our consideration of Our Family Services, inc.’s internat conirol 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.

Our audit was made for the purpose of forming an opinion on the basic financiat statements for the year
ended June 30, 2006 taken as a whole. The accompanying supplementary information is presented for
purposes of additional analysis and is not a required part of the basic financial statements. The
supplementary information for the year ended June 30, 2006, has been subjected to the au_diting
procedures applied in the audit of the basic financial statements and, in our opinion, is presented fairly, in
all material respects, in reiation to the basic financial statements taken as a whole.

ot dofactit + o Yy o

November 9, 2006

4783 E. Camp Lowel Drive * Tueson, Arizona 85712 = 520-545-0500 * fax 520-545-0555




OUR FAMILY SERVICES, INC.

STATEMENT OF FINANCIAL POSITION
June 30, 2006

ASSETS

Current assets:
Cash and cash equivalents
Contracts and grants receivable
Other receivables .
Prepaid expenses and other current assets

Total current assets

Property and equipment, net
Other assets

Total assets

LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable
Accrued payroll
Other accrued expenses
Lines of credit
Notes payable, current portion

Total current liabilities
Notes payable, non-current portion
Total liabilities

Net assets:
Unrestricted:
Expended for property and equipment
Available for operations _
Total unrestricted net assets
Temporarily restricted
Permanently restricted
Total net assets

Total kiabilities and net assets

See accompanying notes and independent auditors’ report.
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$ 100,372
623,577

2,994

29,608

756,551

1,438,395
1,833

$ 2196779

$ 222,508
133,234

8,195

151,261
35,794

550,992

918,076

1,469,068

484,525
96,269

580,794

114,917
32,000

727,711
$ 2,196,779




OUR FAMILY SERVICES, INC.

STATEMENT OF ACTIVITIES
For the year ended June 30, 2006

Temporarily Permanently
Unrestricted Restricted Restricted Total
Revenues, gains and other support: .
- Govemment contracts ‘ $ 3,079,149 § - $ - $ 3,979,149
Coniributions and grants ~ 156,065 75,488 - 231,553
Program service fees 186,119 - - 186,119
United Way _ 74,705 - - 74,705
Other support and revenue ' 68,341 - - ‘ 68,341
Special events, net 11,373 - - 11,373
Rental income 6,625 - - ' 6,625
Interest income 1,603 - _ - 1,603
Gain on disposal of property and equipment 605 - - 605
Net assets released from restrictions 92,854 {92,854) - -
Total revenues, gains and other support 4,577,439 {17,366) - 4,560,073
Expenses:
Program services 3,856,185 ' . - © 3,858,185
Management and general 730,094 - - 730,004
Fund-raising 172,882 - - 172,882
Total expenses 4,759,161 - - 4,759,161
Change in net assels (181,722) (17,366) - (199,088)
Net assets, beginning of year 762,516 132,283 32,000 826,799
Net assets, end of year $ 580,794 % 114917 $ 32000 % 727,711

See accompanying notes and independent auditors’ report.
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OUR FAMILY SERVICES, INC.

STATEMENT OF CASH FLOWS
For the year ended June 30, 2006

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash used in operating activities:
Depreciation
Gain on disposal of property and equipment
Changes in operating assets and liabilities:
Contracts and grants receivable
Pledges receivable
Other receivables
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued payroll
Other accrued expenses
Custodial liabilities

Total adjustments
Net cash used in operating activities

Cash flows from investing activities:
Purchases of property and equipment
Proceeds from disposal of property and equipment

Net cash used in investing activities

Cash flows from financing activities:
Borrowings on line of credit
Principal repayments on notes payable

Net cash provided by financing activities
Change in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivaients, end of year

Supplemental disclosure of cash flow information:
Cash paid for interest

See accompanying notes and independent auditors’ report.
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$  (199,088)

66,496
(605)

(52,998)
40,000
15,875
(7.475)

3,285

108,307
23,898

(72.150)

_ (21,633)

103,000

(96,088)

(131,299)
1,453

(129,846)

151,261

(31,042)
120,219

(105,715)
206,087
$ 100,372

——r———itr——
—_———

$ 76,199




OUR FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

Organization

Our Family Services, Inc. (formerly Our Town Family Center, Inc.) is a successor nonprofit
organization resulting from the merger effective November 1, 2005 between Family Counseling
Agency of Tucson, Inc. and Our Town Family Center, Inc. The merger has been accounted for as if it
were a pooling of interest effective November 1, 2005.

The Organization is dedicated to providing services to families in transition, including crisis
intervention, long-term counseling, mediation, runaway teen shelter, and prevention education as well
as improving the quality of life by offering services in several areas including counseling, case
management and shopping for the elderly.

Summary of Significant Accounting Policies
Basis of Presentation and Accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting
and, accordingly, reflect all significant receivables, payables, and other liabilitles. Revenue is
recognized when earned and expenses when incurred.

Financial Statement Presentation

The Organization reports information regarding its financial position and activities according fo three
~classes of net assets (unrestricted net assets, temporarily restricted net assets and permanently
restricted net assets) based upon the existence or absence of donor-imposed restrictions.

e Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations.

« Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that may or
will be met either by actions of the Organization and/or the passage of time. When a restriction
expires, temporarily restricted net assets are reclassified to unrestricted net assets and reported
in the statement of activities as net assets released from restrictions. The Organization had
$114,917 in temporarily restricted net assets at June 30, 20086.

« Permanently restricted net assets - Net assets subject to donor-imposed stipulations that they be
maintained permanently by the Organization. The Organization had $32,000 in permanently
restricted net assets at June 30, 2006.

Public Support and Revenue

All contributions are considered to be available for unrestricted use unless specifically restricted by
the donor. Grants and other contributions of cash and other assets are reported as temporarily
restricted support if they are received with donor stipulations that limit the use of the donated assets.
When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction
is accomplished, temporarily restricted net assets are reciassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions.

Contributions of donated rioncash assets are recorded at their fair values in the period received.
Confributions of donated services that create or enhance nonfinancial assets or that require
specialized skills, which are provided by individuals possessing those skills, and would typicaily need
to be purchased if not provided by donation, are recorded at their fair values in the period received.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers all unrestricted cash and
highly liquid investments with a maturity of three months or less to be cash equivalents. Cash
balances are maintained at one financial institution. The balances are insured by the Federal Deposit
Insurance Corporation up to $100,000. At June 30, 2006, the Organization had no uninsured cash
balances. :




OUR FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies, Continued
Property and Equipment

Property and equipment is staied at cost or fair market! value if donated. The costs of maintenance,
repairs and minor renewals are charged to expense in the year incurred. When items- are retired or
disposed of, the cost and accumulated depreciation are removed from the accounts and any gain or
loss is included in the statement of activities. '

Property and equipment with an expected useful life of more than one year and an acquisition cost of
$1,000 or more per unit are capitalized and depreciated over the expected useful lives of the assets
using the straight-line method of depreciation. All other equipment is expensed in the period it is
acquired. Depreciation is calculated using the straight-line method over the estimated useful lives as
follows:

Buildings and improvements 7-40 years
Furniture and equipment . 3-7 years
Vehicles 5 years

Functional Expenses

The Organization allocates its expenses on a functional basis among its programs and support
services. Expenses that can be identified with a specific program or support service are allocated
directly according to their natural expenditure classification. Other expenses that are common 0
several functions are allocated by other reasonable methods.

Income Taxes

The Organization is exempt from income taxes under both Federal (Internal Revenue Code Section
501(c)(3)) and Arizona income fax laws, and is classified as other than a private foundation. under
IRC Section 509(a)(1).

Estimates

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

Advertising Costs

The cost of advertising is expensed when incurred or when the first advertising takes place. The
Organization does not participate in direct-response advertising, which requires the capitalization and
amortization of related cost.

3. Merger

On November 1, 2005, Our Town Family Center, Inc. (OTFC) and Family Counseling Agency of
Tucson, Inc. (FCA) completed a merger of their operations. As a result of the merger, the combined
organization has been renamed Our Family Services, Inc. The merger was accounted for as if it were
a pooling of interests.

The accompanying financial statements reflect the pooled assets, liabilities and net assefs of the two
entities at June 30, 2006 and the revenues, gains, other support, functional expenses and changes in
net assets for the fiscal year ended June 30, 2006 as if the merger were effective July 1, 2005, There
were no material transactions between OTFC and ECA prior to the merger and there were no
material adjustments to conform the accounting policies of the combining organizations.




OUR FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

3. Merger, Continued

Summarized results of operations of OTFC and FCA for the period from July 1, 2005 to November 1,
2005, the date of acquisition, are:

OTFC FCA
Revenue § 950901 § 665530
Change in net assets 56,994 (41,855)
4. Coniracts and Grants Receivable
At June 30, 2006, contracts and grants receivable consisted of:

Arizona Department of Economic Security $ 244,047
Pima Health Systems : 73,605
Community Partnership of Southern Arizona 46,813
Arizona Supreme Court of Pima County 37,113
City of Tucson - 32,289
Pima County Outside Agencies 24,810
Pima County Community Services ' ' 17,821
Other contracts and grants receivable 147,079
Total contracts and grants receivable $ 623,577

The Organization uses the allowance method to account for uncollectible contracts and grants
receivable. At June 30, 2006, the balance of contracts and grants receivable included $73,630 of
amounts over ninety days past due. Management believes all contracts and grants receivable are
collectible and therefore, the allowance for uncollectible accounts was $-0- at June 30, 2006.

5. Property and Equipment ‘
At June 30, 20086, property and equipment consisted of:

Land . $ 278,000
Buildings and improvements 1,319,163
Furniture and equipment 326,912
Vehicles - 15,559
Total property and equipment ' 1,939,634
Less accumulated depreciation (501,239)
Property and equipment, net 5 1,438,395

\\

6. Lines of Credit

The Organization has fwo revolving lines of credit with different banks. One revolving fine of credit is
for $100,000 and bears interest on the unpaid principal at the bank’s prime rate. The second
revolving line of credit is for $75,000 and bears interest on the unpaid principal at the bank’s prime
rate plus 3%. (Prime was 8.25% at June 30, 2008). Both revolving lines of credit are collateralized by
the Organization’s contracts and grants receivable. The combined outstanding balance on the lines
of credit at June 30, 2006 was $151,261. Roth credit lines were repaid to the issuing banks during
August 2006 when a new credit line of $250,000 was secured upon developing a banking relationship
with a different bank (See footnote 12).




OUR FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

7. Notes Payable, Continued

At June 30, 20086, notes payable consisted of:

Note payable o a bank requiring monthly payments of $4,156, including
Interest at 7.35% uniil July 2008, at which time a bafioon payment of

$478,280 is due; collateralized by real property. $ 508470

Note payable to a bank requiring monthly payments of $4,440, including

interest at 7.36% uniil September 2019; collateralized by real property. 447,400
Total notes payable _ 953,870
Less current portion (35,794)
Notes payable, non-current portion '$ 918,076

P ™
—_—

Maturities of the notes payable are:

For the
year ended

June 30,

2007 $ 35,794
2008 36,004
2009 ' : 502,669
2010 26,236
2011 28,234
Thereafier _ 324,843

$ 953,870

8. Temporarily Restricted Net Assels

Temporarily restricted net assets at June 30, 2006 are available for the following purposes:

Skrappy's $ 47 547
‘Homeless Teens ‘ 29,650
TEAM Tucson 10,711
Common Unity Program 10,000
SODA Program 8,378
Senior Companion 4,000
Scholarships , 2,861
Services for elderly and disabled aduits . 1,770

$ 114,917




9.

10.

11.

OUR FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

Special Events
Special event activities for the year ended June 30, 2006 consisted of:

Revenue Expenses Net Revenue
Community Baby Shower 3 23,1056 % 9346 § 13,759
Other events _ 1,085 3,471 {2,386)

$ 24190 § 12,817 § 11,373

Commitments

The Organization, as lessee, leases office space and office equipment for its operations under non-
cancelable operating leases. Rent expense during the year ended June 30, 2006 was $108,317.

The Organization, as lessor, has an operating lease whereby they lease office space to a tenanton a
year-fo-year basis. Total rental income under this lease for the year ended June 30, 2006 was
$6,625. ,

Minimum annual future rental income and expense as of June 30, 2006, due under these agreements

1S
Year ended ' Rental Rent
June 30, : Income Expense
2007 8 5490 § 45,096
2008 - 28,046
2008 : - - 3,505
$ 5400 § 76,647

Contingent Liability
As a condition of a $200,000 CDBG grant to purchase land and a building for an administrative office,

" the City of Tucson executed a lien on the property. If the property is sold, transferred, leased or

12.

abandoned, in whole or in part, prior to June 30, 2000, without prior written authorization, and the
Organization does not purchase another building for the same purpose, the Organization will be
required to repay $200,000. '

Subseguent Events

On August 30, 2008, the Organization borrowed $125,000 by executing a long-term note agreement
with a bank. The note requires monthly payments of $2,588, including fixed interest at 8.75% through
August 31, 2011, at which time the entire unpaid principal balance plus accrued interest is due, The
note is coltateralized by equipment.

On August 30, 2006, the Organization obtained a $250,000 line of credit from the same bank and
bears interest at the bank’s prime rate plus 1.5%. This line of credit was used to repay the two
revolving lines of credit that existed at June 30, 2006. The line of credit is collateralized by the
Organization’s contracts and grants receivable and equipment and the entire unpaid principal balance
plus accrued interest is due August 30, 2007.




g

SUPPLEMENTARY INFORMATION




bl

‘Hodes sioupne juspuadapu; 809G
-uopewo| Algyusweddng

LoL'6SL'r  $ Z897.L § ¥B0'0EL $ gglosee § ¢£Ll'e6 § Z/L'608L § LEO'POS  § sozere’y §

109G géi 8ra LEE'Y LI 9E8 FR% 4 176l uoowoid pue Buispiaapy
L' - Lit'e - - - - - sableya yueg
1982 q8 £82'} £6¥'9 865 leg's 929 g66'L JuswHNIOSY
rsz'LL LP8'E 660'2 $Le's ¥i5 GeD'L 6612 208'L Bunupd
8g9'Lt 61 pice 1ZL'e 662'C 6Ll L¥8 922 . SNOQUE||BISIA
990z} 625 ocg'l 60g'e Tiv'l vve'e zl6'L 1252 afieysod
gie'ee - 1812 L9L'1e - 012'02 T4 Ge¢ poo4d
oRg've 169'1 £52°C 9/6'61 vsl'e 996'4L ¥19'C [AZA 5994 hue son(
9.1'62 ¢ol ¥15'0 005'22 786’6 ZLL'e 1692 BrL'Y 860USI9IU0D pue Bulue) )
£05'GE 182 989'c 9iL'LE 6092 GE0'01 8gT'¥ y¥e'6 usurdinbe - jusy
695'LE Ze0'e 619'S 216’82 059'Y yeg8'cl 88Y'Y S¥6'8 sayddns €210
sez'or 6552 €0L'L £29'9¢ L'yl yeL'0l ‘ yar'e ¥6L'L syysueq sakojdw3
£90'€S - . L90'ES - - - - - 81509 Jaflisy
GRO'ES vaG G50y ov'ev gve'g 19¥'L2 oF0's 9656 ssueusIMEW puB sliedey
LOE'EO 999 $86's 1GL'9S ¥29's . ZL1'ee G20'6 0€6'8 soulnn
682'G69 - 1€9 98’y ZL2'09 GGL'e 129'sg 120’6 8o LL , euoydaje L
96499 646 G98‘c 259'19 ov9'vi . 86L'02 ¥51°8 660°81 uopesosideq
gL'l L¥E'L _ ¥0L'S Gl¥'99 088't1 056'€2 ¢1E0l 9ze'0e aoueInsu|
yeL'es - - yeL'7s - 09.'89 896'€ - SaNIOE] - U8y
66192 955°1 200'01 SE9'Y9 9GrZL 0.9'12 ere'6 999'02 1saJaiu|
125'9L 6£9 810 yo8°LL 500'9 18025 1699 180'L seyddns weibold
8EY'8L 9 Kl Lgr'er - G0¥'05 8¢9 881z SDIAIDS JUSID
yOF'Ee - 9z6'L yrad: 160'cs ZLo'ee 8LL'lL ¥60°G 1TT'le OJNE PUE [BABIL
Z2.5°6S1L 641 6162 v.18°'1S1 L9L'051L ori oo’y £l $9sUadXD J88JUN|OA
wmm.mmv 8812 108'6L 8691 yL822 6L0'vY ¥GEEL 165'08 $DOIAIBS SPISIND
GOL'POZ 000'S osy GG2'65¢ - yar'o - 1LL'TST sjusidioaiqns 0} sjuswAed
FAR A1) 4 06L'€Z 95208 092'6SE #85'22) Q0Z'2L 819've 868'sel SexXe) peje|as pue salees
I A AR S A AR Y $ 000'vi¥ ¢ gez'ozl'c $ 1£9'0z ¢ 891004 ¢ /go'te $ Eve'Cel $ seakojdwe 108AUCD
e1o] “Bujstel-pung [eJ8uUss) pue 90188 vaos EENETS uoianald SO0IAIeG
weswafieuen welBoid SSS[OWOH pue Huyesuno)
[ejoL uojieanp3

geolneg welbold

9002 ‘0 eunp papus Jeek al Jo4
$3SNIXT TYNOILONNS 40 IINA3HIS

"ONI ‘SFDIAYIAS ATINYS |NO

R




OUR FAMILY SERVICES, INC.
OMB Circular A-133 Reports

For the year ended June 30, 2006
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LUdLUig, SCI‘\GCI'\I' 8 Klewer, PLLC cerfified public accountants & consulrants

Chrisl‘opher Wm. Luduwig
\/\/endg.G. Schacht

Julie S. Klewer

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

To the Board of Directors
Our Family Services, Inc.

We have audited the financial statements of Our Family Services, Inc. as of and for the year ended June
30, 2006, and have issued our report thereon dated November 9, 2006 We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Compirolier
General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Our Family Services, Inc.'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 assurance on the interna! control over financial reporting.
Our consideration of the internal control over financial reporting would not necessarily disciose all matters
in the internal contro! that might be material weaknesses. A material weakness is a reportabie condition in
which the design or operation of one or more of the internal contro! 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 obiaining reasonable assurance about whether Our Family Services, Inc.’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, 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 instances of noncompliance that are required to be reported under

Government Auditing Standards and which are described in the accompanying schedule of findings and
questioned costs as item 20086-1.

This report is intended solely for the information and use of the board of directors, management, 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.

Ufm)g ebachodoHhan, pLie

November 9, 2006

4783 E. Camp Lowell Drive # Tucson, Arizona 85712 = 520'545'0500 * Pax 520'54—5'0555




LUCIU.JIS, Schacht & Klewer, PLLC certified public accountanfs & consulrants

Chrisfopher Wm. Ludwig
\/\/endg Q. Schacht
Julie S. Klewer

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANGE AND SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
Our Family Services, Inc.

Compliance

We have audited the compliance of Our Family Services, Inc. with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to its major federal program for the year ended June 30, 2006. Our Family Services,
inc.’s major federal program is :dentified in the summary of auditors’ results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicabie to its major federal program is the responsibility of Our Family Services,
Inc.'s management. Our responsibility is to express an opinion on Our Family Services, Inc.'s compliance
based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable o financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circuler A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on @ test basis, evidence about Our
Family Services, Inc.’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination of Our Family Services, Inc.'s compliance with
those requirements. :

In our opinion, Our Family Services, Inc. complied, in all material respects, with the requirements referred
to above that are applicable to its major federal program for the year ended June 30, 2006. However, the
results of our auditing procedures. disclosed instances of noncompliance with those requirements which
are required to be reporied in accordance with OMB Circular A-133 and which are described in the
accompanying scheduie of findings and questioned costs as item 2006-1.

internal Control Over Compliance

The management of Our Family Services, Inc. is responsibie for establishing and maintaining effective
internal control over compliance with the regquirements of laws, regulations, contracts and grants
applicabie to federal programs. In planning and performing our audit, we considered Our Family Services,
Inc.’s internal control over compliance with requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in accordance with OMB
Circular A-133. '

4783 E. Camp Lowell Drive * Tucson, Arizona 85712 * 520-545-0500 * Fax 520;54—5'0555




REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE AND SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
IN ACCORDANCE WITH OMB CIRCULAR A-133, Continued

internal Control Over Compliance, Continued

Our consideration of the internal control over compliance 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 controt components does not reduce to a
relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
contracts and grants caused by error or fraud that would be material in relation to a major federal program
being audited may oceur 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 compliance
and its operation that we consider to be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of Our Family Services, Inc. as of and for the year ended
June 30, 2006, and have issued our report thereon dated November 9, 2006. Our audit was performed for
the purpose of forming an opinion on the basic financial statements taken as a whole. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required
by OMB Circular A-133, Audits of States, Local Govermnments, and Non-Profit Organizations and is not a
required part of the basic financial statements. Such information has been subjected to the auditing
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 hasic financial statements taken as a whole. '

This report is intended solely for the information and use of the board of directors, management, 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.

%W% \ Xzé’/{a»c/tr‘\; %{ug@?)

November 9, 2006
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