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JamEes T. Cray, CPA

CLAY, MILLIAS & CO, LLP VasiLi MitLias, CPA

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

The Board of Directors,
Vanished Children’s Alliance, Inc.

We have audited the accompanying statement of financial position of the Vanished Children’s Alliance, Inc. (a nonprofit
otganization) as of June 30, 2007, and the related statements of activities, functional expenses, 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 audits. The financial statements of Vanished
Children’s Alliance, Inc., as of June 30, 2006 were audited by other auditors, whose report dated December 27, 2006,
expressed an unqualified opinion on these statements.

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
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
the Vanished Children’s Alliance, Inc. as of June 30, 2007, 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.

CQ{/’UQ& eloieso

Clay, Millias & Co., LLP
February 8, 2008

610 West Fifth S5t. » P.O. Box 218 & Antioch, CA 94509 e (925) 757-4B08 » FAX (925) 757-4994
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VANISHED CHILDREN'S ALLIANCE, INC.
Statement of Financial Position
June 30, 2007 and 2006

2007 2006
ASSETS

Current Assets:

Cash and cash equivalents $ 200,089 $§ 154,073

Receivables 8,960 9,088

Investments 20,000 60,000

Prepaid expenses and other assets 13,991 19,282
Total Current Assets 243,040 242,443
Furniture and equipment 55,429 75,777
Total Assets $ 298469 $ 318,220

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts payable $ 3,349 § 3,654

Accrued expenses 95,931 96,754
Total Liabilites 99,280 100,408
Net Assets

Unrestricted 199,189 217,812
Total Liabilities and Net Assets $ 298469 $ 318,220

See accompanying notes to financial statements.
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VANISHED CHILDREN'S ALLIANCE, INC.
Statement of Activities
June 30, 2007 and 2006

2007 2006
Revenues
Contributions $ 946,483 § 1,021,94]
Grants 231,716 40,536
Royalties - Vending 128,907 190,452
In-Kind donations 10,855 58,359
Investment income 3,592 6,205
Special events 41,625 13.439
Other revenue 2,082 1,348
Total Unrestricted Revenues 1,365,260 1,332,280
Expenses
Victim Assistance 449,947 456,821
Education 401,221 415,318
Management and general 185,705 149,811
Fundraising expense
Heritage 295,411 348,605
Special events 44 643 2,054
1,376,927 1,372,609
Increase in Net Assets (11,667) (40,329)
Unrestricted Net Assets, beginning of year 217,812 258,141
Prior Period Adjustment - See note 8 (6,956) -
Unrestricted Net Assets, end of year $ 199,186 § 217,812

See accompanying notes to financial statements
3
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VANISHED CHILDREN'S ALLIANCE, INC.
Statement of Cash Flows
June 30, 2007 and 2006

Cash flows from operating activities

Change in net assets $

Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation and amortization

(Increase) decrease in accounts receivable

(Increase) decrease in prepaid expenses

Increase (decrease) in accounts payable

Increase (decrease) in accrued expenses

Prior Period Adjustment

Total adjustments

Net cash provided (used) by operating activities

Cash flow from investing activities:
Cash payments for the purchase of investments
Cash payments for the purchase of property

Net cash provided (used) by investing activities

Net increase (decrease) in cash and equivalents
Cash and equivalents, beginning of year

Cash and equivalents, end of year $

PAGE
2007 2006
(11,667) $  (40,329)
20,348 13,390
128 18,601
5,291 (4,353)
(305) 16,664
(823) ;
(6,956) -
17,683 44,302
6,016 3,973
40,000 (40,000)
. (68,012)
40,000  (108,012)
46,016  (104,039)
154,073 258,112
200,089 $ 154,073

See accompanying and notes to financial statements
4
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VANISHED CHILDREN’S ALLIANCE, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

1. ORGANIZATION

The Vanished Children’s Alliance, Inc. (“The Organization™), is a not-for-profit agency formed in 1981. The
Organization is dedicated to protecting all children from disappearing. To ensure children’s safety the
Organization educates the public and professionals about the serious issue of abducted runaway children. The
Organization works to prevent, locate, and recover child victims, and reunify them with their families, in
collaboration with law enforcement, communities and other credible agencies.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting - The financial statements have been prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles.

Financial Statement Presentation - Net assets and revenues, expenses, gains, and losses are classified based on
the existence or absence of donor-imposed restrictions. Accordingly, net assets of the Organization and changes
therein are classified and reported as follows:

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.

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that may be
maintained permanently by the Organization. Generally, the donors of these assets permit the use of all
or a part of the income earned on any related investments for general or specific purposes.

Support and Revenue

The Organization contracts with The Heritage Company for fundraising services, as well as to provide
education and awareness about child abduction nationwide (refer to allocation of joint costs). The revenues
collected from The Heritage Company are reported under unrestricted contribution revenues and are as follows:

2007 2006

Heritage revenues $ 932,950 $ 9497286

Grants

The Organization receives grant money from the State of California’s Governor’s Office of Emergency Services
in order to provide outreach and educational services in the area of child abduction and recovery in the Northern
California region. Grant revenue totaled $231,716 and $40,536 on June 30, 2007 and June 30, 2006,
respectively.
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VANISHED CHILDREN’S ALLIANCE, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Contributions - Contributions, in¢cluding unconditional promises to give, are recorded as made. All contributions
are available for unrestricted use unless specifically restricted by the donor. Conditional promises to give are
recognized when the conditions on which they depend are substantially met. Unconditional promises to give
due in the next year are recorded at their net realizable value. Unconditional promises to give due in subsequent
years are reported at the present value of their net realizable value, using risk-free interest rates applicable to the
years in which the promises are to be received.

Accounts receivable — Accounts receivable are deemed to be fully collectable by management therefore the
Organization does not maintain an allowance for estimated uncollectable accounts.

Functional expenses — The costs of providing the various programs and other activities have been summarized
on a functional basis in the Statement of Functional Expenses. Expenses that can be identified with a specific
programl, support service or fundraising activity are allocated directly. Expenditures that cannot be identified are
allocated to applicable programs and supporting services based upon employee time and pay rates.

Allocation of Joint Costs — The Organization conducted activities that included active case management,
education, calls to action, management and general components; as well as requests for coniributions. These
activities were related to and supported the Organization’s efforts assisting in the location, recovery,
reunification, and remntegration of missing and abducted children; direct assistance to searching families;
technical assistance to law enforcement and other related professionals; provision of skill-based training to
professionals (law enforcement, educators, victim advocates, court personnel, and others); maintenance and
operation of a 24/7 toll free sighting and reporting line; provision child/adult safety presentations; and
provisions of child safety materials. The cost of conducting these activities, which are not specifically
attributable to a particular component of the activities, were allocated as follows:

2007 2006
Education $ 156,791 $ 162,831
Fundraising 293,132 305,700
Management & General 88,621 89,996
Program/Victim Assistance 143,157 145,639
Total § 681,701 $ 704,166

Donated Materials and Equipment — Donated materials and equipment are recorded as contributions in the
accompanying financial statements at their estimated fair 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 equipment are reported as
restricted support and are released to unrestricted net assets upon expiration of the time of restriction, if any. No
value has been recorded for services performed by board members or by community service agencies, because
these services are not under the direct control or supervision of the Organization, and would not otherwise be
performed by employees of the Organization.




A2/15/2088

11:27 4A82981117 WCA PaGE

VANISHED CHILDREN’S ALLIANCE, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

SIGNIFICANT ACCOUNTING POLICIES (continued)

Accrued Vacation and Sick Leave — Accrued employee vacation benefits are recognized as liabilities as
required by generally accepted accounting principles. Sick leave benefits are recorded in operating expenditures
in the period earned. Accrued vacation and sick leave totaled $47,353 and $47,603 at June 30, 2007 and June
30, 2006, respectively.

Income tax status - The Organization qualifies as a tax-exempt organization status under Section 501(c) (3) of
the Internal Revenue Code (IRC) and, therefore, has no provision for federal income taxes. In addition, the
Organization qualifies for the charitable contribution deduction under IRC Section 170 (b (1) (A) and has been
classified as an organization that is not a private foundation under IRC 509(a) (2).

Property and Equipment - Property and equipment are recorded at cost. Maintenance and repairs are charged to
expense as incurred. The Organization depreciates the fixed assets acquired based upon the straight-line basis
over the estimated useful lives of the assets, generally between 3 — 10 years.

Cash Equivalents - The Organization maintains deposits with financial institutions in either general
checking or savings accounts. These cash accounts are insured in limited amounts. The Qrganization also
invests excess cash in money market funds and certificates of deposits. For purposes of the statements of
cash flows, the organization considers all highly liquid investments available for current use with an initial
maturity of three months or less to be cash equivalents. Cash and cash equivalents for purposes of cash
flows exclude restricted cash equivalents.

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.

Reclassification — Certain 2006 amounts have been reclassified to conform to the 2007 presentation.

Investments — consist entirely of pooled loans and are stated at cost or face amount.

INVESTMENTS

The Organization participates in multi-lender transactions, whereby several lenders collaborate to loan funds,
secured by first trust deeds on real property, in exchange for fixed interest payments. The current balance at
June 30, 2007 in the amount of $20,000 was made on December 23, 2005 and is payable in full on June 23
2009. Monthly payments of interest only were paid in the amount of $141.67.
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