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| NDEPENDENT AUDI TOR' S REPCRT

Board of Trustees
Esperanza, |nc.
d evel and, Chio

W& have audited the acconpanying statement of financial position of Esperanza,
Inc. (a nonprofit organization) as of Decenber 31, 2008, and the related
statenents of activities, functional expenses and cash flows for the year then
ended. These financial statements are the responsibility of Esperanza, Inc.'s
managemnent . Qur responsibility is to express an opinion on these financia
statenents based on our audit.

We conducted our audit in accordance with U S. generally accepted auditing

st andar ds. Those standards require that we plan and perform the audit to
obtai n reasonabl e assurance about whether the financial statements are free of
material misstatement. An audit includes exanmining, on a test basis, evidence

supporting the amounts and disclosures in the financial statenents. An audit
also includes assessing the accounting principles used and significant
estimtes nade by managenent, as well as evaluating the overall financial
statenent presentation. W believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statenents referred to above present fairly, in
all material respects, the financial position of Esperanza, |Inc. as of Decenber
31, 2008, and the changes in its net assets and its cash flows for the year
then ended, in conformty with U S. generally accepted accounting principles.

KPFF; rrc

d evel and, Chio
April 27, 2009



St at enent of Fi nanci al
Decenber 31, 2008

Current assets:

ESPERANZA,

I NC.

ASSETS

Position

Cash and equival ents $ 187, 458
Grants receivable 243, 821
Accounts receivabl e 6, 704
Prepai d expenses 362
Total current assets 438, 345
Property and equi pnent:
O fice and conputer equi pnent 63, 145
Furniture and fixtures 18, 436
81, 581
Less accunul ated depreciation 52, 602
28, 979
O her assets:
Endowrent fund 26,573
Deposits 3, 000
29, 573
Total assets $ 496, 897
LI ABI LI TIES AND NET ASSETS
Current liabilities:
Accounts payabl e $ 2,971
Schol ar shi ps payabl e (Note 3) 14, 500
Accrued payroll and rel ated 16, 777
Trust accounts 21
Total current liabilities/ Total liabilities 34, 269
Net assets:
Unrestricted 148, 297
Tenporarily restricted 287, 755
Permanently restricted 26,576
Total net assets 462, 628
Total liabilities and net assets $ 496, 897

The notes to financi al
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statenents are an integral

part of these statenents.



Support and revenue:
Gants
Contri butions
Speci al events, net
I nterest incone
M scel | aneous
Rel eased fromrestrictions

Expenses:
Progr am expenses:
Prinme-Time and Mentoring
Stay in School for College
and Career (SISCO
Schol ar shi ps
Conput er training

Managenent and gener al

Change in net assets

Net assets at begi nning of year

Net assets at end of year

The notes to financi al

ESPERANZA, | NC.
St at enent of Activities
Year ended Decenber 31, 2008

Tenporarily
Unrestricted Restricted
$ 241,371 $ 257,791
69, 300 29, 964
30, 047 -
3, 786 -
8, 822 -
139, 293 (139, 293)
492,619 148, 462
108, 118 -
207, 404 -
87, 922 -
98, 594 -
502, 038 -
42,308 -
544, 346 -
(51, 727) 148, 462
200, 024 139, 293
$ 148, 297 $ 287,755

Per manent | y

Restricted

$ 10, 000
16, 484

92

26, 576

$ 26,576

statenents are an integral part of this statenent.
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Tot al

$ 509, 162
115, 748
30, 047
3,878

8, 822

667, 657

108, 118

207, 404
87,922
98, 594

502, 038
42, 308

544, 346

123, 311

339, 317

$ 462, 628



Payr ol |
Payrol | taxes
Enpl oyee benefits

Depreci ation

Dues

Equi pment rental and nai ntenance
I nsurance

Cccupancy

O fice supplies

Post age

Prof essi onal fees
Program suppli es

Rel ocati on expenses
Schol ar shi ps and speci al
assi stance

Travel

M scel | aneous

ESPERANZA, | NC.
St at enent of Functi onal
Year ended Decenber 31

Expenses
, 2008

Prime-Ti ne
and Conput er Managenent
Ment ori ng S| SCO Schol ar shi ps Trai ni ng and Cener al Tot a
$ 67,742 $ 115, 217 $ 38,718 $ 60,567 $ 18,735 $ 300, 979
7,434 12,416 3,976 5, 891 2,810 32,527
2,768 5, 604 435 5, 363 8, 341 22,511
77,944 133, 237 43,129 71,821 29, 886 356, 017
1,762 3,553 881 2,202 410 8, 808
170 340 133 170 37 850
1,024 2,254 768 1,024 632 5,702
306 612 230 306 992 2,446
10, 494 22,276 7,955 10, 693 2,598 54, 016
140 309 73 430 1,095 2,047
9 50 243 9 383 694
10, 230 19, 899 5,623 6, 747 2,593 45, 092
1,444 4,895 954 1,831 1, 467 10,591
1, 898 3,796 1,424 1, 898 474 9, 490
1,759 14, 443 26,473 1,227 1,503 45, 405
438 1,740 36 236 114 2,564
500 - - - 124 624
$ 108,118 $ 207, 404 $ 87,922 $ 098,594 $ 42, 308 $ 544, 346

The notes to financial statenents are an integral

- 4-

part of this statenent.



ESPERANZA, | NC.

St at enents of Cash Fl ows

Year ended Decenber 31, 2008

Qperating activities:
Change in net assets
Adjustnents to reconcile change in net assets
to net cash used in operating activities:
Depr eci ation

Changes in operating assets and liabilities:

Recei vabl es
Prepai d expenses
Accounts payabl e
Schol ar shi ps payabl e
Accrued and other liabilities
Net cash used in operating activities

I nvesting activities:
Endowrent fund

Decrease in cash and equival ents

Cash and equi val ents at begi nning of year

Cash and equival ents at end of year

The notes to financial statenents are an integra
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$ 123,311
8, 808
(156, 289)
182

(770)

2, 250

4, 349
(18, 159)

(26, 573)

(44, 732)

232,190

$ 187,458

part of these statenents.



Note 1 -

Note 2 -

ESPERANZA, | NC.
Not es to Financial Statenents
Decenber 31, 2008

Description of organization

Established in 1983, Esperanza, Inc. (Esperanza) (the corporation)
provides progranms to enhance educational and econonic opportunities
for Hspanic Anericans in the Geater Ceveland area of Northeast
i o. These prograns focus on notivating acadenm ¢ advancenent and
achi evenent, enhancing the quality of economic and comunity life,
pronoting continuity of comunity through |eadership, offering
enriched educational services and opportunities, and providing
schol arshi p assi stance

Sumary of significant accounting policies:

The financial statenents are prepared on the accrual basis of
accounting under which revenues are recognized when granted or
earned, and expenses are recogni zed when incurred.

Under Statenent of Financial Accounting Standards (SFAS) No. 117,
"Financial Statenents of Not-for-Profit Organizations," Esperanza is
required to report information regarding its financial position and
activities according to three classes of net assets: unrestricted net
assets, tenporarily restricted net assets, and pernmanently restricted
net assets. In addition, Esperanza is required to present a
statenent of cash flows. As permtted by SFAS No. 117, Esperanza
has, accordingly, classified its financial statements to present
cl asses of net assets.

Under SFAS No. 116, "Accounting for Contributions Received and
Contributions Made," contributions received are recorded as
unrestricted, tenporarily restricted, or pernanently restricted
support depending on the existence and/or nature of any donor
restrictions.

The preparation of financial statements in conformty with US.
general ly accepted accounting principles requires nanagenent to nake
estimates and assunptions that affect the reported anpbunts of assets
and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statenents and the reported anounts of
revenues and expenses during the reporting period. Actual results
could differ fromthose estinmates.

Cash equival ents:

The corporation considers all short-term highly liquid investnents
to be cash equivalents. These investnents are readily convertible to
known ampounts of cash and are so near their nmaturity that they
present insignificant risk of changes in value because of changes in
interest rates.

Included in cash and equivalents are funds restricted to pay future
schol arshi ps in the amount of $29, 964.



Note 2 -

Note 3 -

ESPERANZA, | NC.
Not es to Financial Statenents
Decenber 31, 2008

conti nued.

Concentration of credit risk

The corporation naintains its cash balances at several financial
institutions located in develand, Chio. Cash in these accounts may,
at tines, exceed the Federal Deposit Insurance Corporation limt.
The corporation has not experienced any |losses in such accounts and
believes that it is not exposed to any significant credit risk
related to cash

Recei vabl es:
Esperanza considers all receivables to be fully collectible;
accordingly, no allowance for doubtful accounts is required.

Property and equi pnent:
Property and equi pnment are stated at cost, if purchased, or at the

fair market value on the date of donation, if contributed.
Depreciation is conputed using the straight-line nethod over the
esti mted useful |ives of the assets, as foll ows:

Furniture and fixtures 7 years

O fice and conputer equi pnent 5 years

Al |l ocation of expenses:

Expenses are generally charged to the specific program for which they
are incurred; in sone cases, however, commobn expenses which support
the work perforned under program services as well as for support
services are incurred. Such expenses are allocated anong the various
program services and support services based on the relationship of
functionalized payroll costs to total payroll costs.

I ncone taxes:
The corporation is exenpt from Federal incone tax under Section
501(c)(3) of the Internal Revenue Code

Schol ar shi ps payabl e:

Sever al or gani zati ons and i ndi vi dual s have nade restricted
contributions to Esperanza to provide scholarships to deserving
students. Schol arshi ps are awarded each June and are payable in two
i nstal |l nents. The first installnment was paid in the fall of 2008

The payable represents the second installnent of scholarships
(awarded in June, 2008), which were paid in January, 2009.



Note 4 -

Note 5 -

ESPERANZA, | NC.
Not es to Financial Statenents
Decenber 31, 2008

Leases:
Esperanza |eases office space and equipnment under non-cancellable
| eases. The renmaining future mnimum annual rental paynments under

t hese agreenents are as foll ows:

Ofice Equi pnent
Year endi ng Decenber 31,
2009 $ 36, 000 $ 4,500
2010 6, 000 -
$ 42,000  $ 4,500

Line of credit:

The corporation has an available line of credit of $35,000 wth
National City Bank. The interest rate on the line is at prine plus
2%
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